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Re:  Kao Corporation — 12g3-2(b) exemption

Ladies and Gentlemen:

In connection with our exemption as a foreign private issuer pursuant to Rule
12g3-2(b) under the Securitiecs Exchange Act of 1934, we hereby furnish the Securities and
Exchange Commission with the following information required by Rule 12g3-2(b).

Annex A lists all documents published, filed or distributed by Kao since
March 5, 2008 pursuant to the above requirements and practices. To the extent required by
Rule 12g3-32(b)(4) or as otherwise already available, English translations or summaries are
attached. Brief descriptions of the remaining documents for which no English language
version has been prepared and original Japanese documents of Annex A are set forth in
Annex B hereto.

If you have any further questions or requests for additional information please
do not hesitate to contact Vice President, Legal and Compliance -Global at 011-813-3660-
7619 (telephone) or 011-813-3660-7942 (facsimile).
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Vice President
Legal and Compliance- Global
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ANNEX A

LIST OF DOCUMENTS PUBLISHED,
FILED OR DISTRIBUTED SINCE
March 5, 2008

ENGLISH LANGUAGE DOCUMENTS

(1) Press release dated March 24, 2008
(Attached hereto as Exhibit A-1 and the original document in Japanese is
Exhibit B-1)

(2)  Corporate Governance Report dated March 27, 2008(A brief description in
English is set forth in Annex B, excerption in English is attached hereto as
Exhibit A-2, and the original document in Japanese is attached hereto as
Exhibit B-5)

JAPANESE LANGUAGE DOCUMENTS

(1) Report on the Acquisition of Treasury Shares dated March 11, 2008
(A brief description in English is set forth in Annex B and the original
documents in Japanese are attached hereto as Exhibit B-2)

2 Amendment Report of the Annual Securities Report on June 28, 2007 dated
March 26, 2008
(A brief description in English is set forth in Annex B and the original
document in Japanese is attached hereto as Exhibit B-3)

(3) Amendment to the Recordation for the Issuance of Bonds dated March 26,
2008
(A brief description in English is set forth in Annex B and the original
documents in Japanese are attached hereto as Exhibit B-4)




ANNEX B

ENGLISH DESCRIPTION OF
JAPANESE LANGUAGE DOCUMENTS
LISTED IN ANNEX A

(1) Report on the Acquisition of Treasury Shares

Pursuant to the Financial Instruments and Exchange law of Japan, a report on the
acquisition of treasury shares must be filed every month after the resolution of
the Board of Directors to purchase the treasury shares. Reports are filed with the
Director of the Kanto Local Finance Bureau and are available for public
inspection at the Kanto Local Finance Bureau and at the main office of Kao for
one year.

The report filed on March 11, 2008 includes the following information:

i.  On January 23, 2008, the Board of Directors of Kao resoived to repurchase
up to 5,000,000 shares of common stock for treasury, for up to
¥15,000,000,000. In February 2008, Kao repurchased pursuant to that
resolution a total of 2,325,000 shares for ¥7,497,790,000.As of February 29,
2008, Kao had issued 549,443,701 shares of common stock, and held
7,493,885 of them.

(2) Amendment Report of the Annual Securities Report on June 28, 2007 dated March
26, 2008

Pursuant to the Financial Instruments and Exchange law of Japan, amendment
report of the annual securities report must be filed if necessary. Reports are filed
with the Director of the Kanto Local Finance Bureau and are available for public
inspection at the Kanto Local Finance Bureau and at the main office of Kao for five
year.

The report filed on March 28, 2008 includes the following information:

Item (5), in Part I (Company Information), 4 (State of the Company), 6 (State of
Corporate Governance) of the Annual Securities Report filed on June 28, 2007, is
modified as follows:

(5) Any items that can be resolved at the meeting of Board of Directors instead of
General Shareholders Meeting and the reason therefor:

(DAcquisition of Own Shares

According to the Kao’s Articles of Incorporation, Kao may acquire its own
Shares by resolution of the Board of Directors, to respond swiftly to changes
in the business environment etc.

@Limitation of Directors’ and Corporate Auditors’ Liabilities
According to Kao’s Articles of Incorporation, Kao may, by resolution of the
Board of Directors, limit the liabilities of a Director (including a former




Director) and a Corporate Auditor (including a former Corporate Auditor) in
respect of his/her liabilities under Article 423, Paragraph 1 of the
Corporation Law; provided that such Director or Corporate Auditor must
have acted in good faith and without gross negligence in performing his/her
duties and provided that such limitation of the liabilities will be in
accordance with the parameters set forth in applicable laws and regulations,
so that Directors and Corporate Auditors can adequately fulfill their expected
duties.

®Interim Dividends

According to Kao’s Articles of Incorporation, Kao may, by resolution of the
Board of Directors, make a payment of Interim Dividends pursuant to the
provisions of Article 454, Paragraph 5 of the Corporation Law, with Record
Date of Interim Dividends being September 30 of each year, to have
flexibility in returning Kao’s profit to the shareholders.

(3) Amendment to the Recordation for the Issuance of Bonds dated March 26, 2008

4

Pursuant to the Securities and Exchange law of Japan, when the company decided
to issue bonds, a recordation for the issuance of bonds must be filed with the
Director of the Kanto Local Finance Bureau and is available for public inspection
at the Tokyo Stock Exchange, Inc. and at the main office of Kao for a scheduled
period of issuance.

The amendment to the recordation filed since June 1, 2007 include the following
information:

March 26, 2008—-Amendment of the recordation was filed due to the addition of
the above (2) amendment report to the reference material.

Corporate Governance Report

Listed companies of Tokyo Stock Exchange (TSE) are requested to file and timely
update Corporate Governance Report to TSE. This report explains the following
points of Corporate Governance of the listed companies of TSE.

Basic Position on Corporate Governance

Status of Corporate Governance System

Status of Measures Concerning Respect for the Standpoint of Stakeholders
Basic Policy Regarding the Internal Control System and its Maintenance
Information Concerning Hostile Takeover Defenses

el o

The report updated on March 27, 2008 includes the following information:




a. Status of Corporate Governance System

after before
Tadashi Oe | Outside Corporate Auditor,Kao Customer Outside Corporate Auditor,Kao Customer
Marketing Co.,Ltd; Marketing Co.,Ltd;

Outside Corporate Auditor, CANON INC.,; Outside Corporate Auditor, CANON INC.,;
Outside Corporate Auditor, MARUI GROUP OQutside Corporate Auditor, MARUI
CO.LTD. CO.LTD.;

b. Basic Policy Regarding the Internal Control System and its Maintenance;
Amended part in English excerption (Exhibit A-2) and the corresponding
Japanese part (Exhibit B-5) are highlighted in pink.
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Kao Corporation

Notice Regarding Purchase of the Company’s Stock from the Market
and its Completion

March 24, 2008

Kao Corporation (the “Company™) hereby makes the following announcement: the Company
has purchased the Company’s stock from the market in accordance with Article 156 of the
Corporation Law, applicable pursuant to Article 165, paragraph 3 of the said Law, and the
resolution made at the meeting of the Board of Directors held on January 23, 2008. The
Company, today, has completed the purchase pursuant to the above-noted resolution.

Type of purchased shares: Common stock of the Company
Total number of purchased shares: 1,998,000 shares
Total amount of the purchases: 6,001,800,000 yen
Period of purchases: From February 29, 2008 to March 24, 2008
Method of purchases: Purchased from the market at Tokyo Stock
Exchange
References:

1. Information regarding the resolution made at the meeting of the Board of Directors held on
January 23, 2008:

Type of shares to be purchased: Common stock of the Company

Total number of shares to be purchased: Up to 5,000,000 shares

Total amount of the purchases: Up to 15,000,000,000 yen

Period of purchases: From January 24, 2008 to March 24, 2008

2. Total number of purchased shares of the Company’s stock from the market pursuant to the
above-noted resolution and total amount of the purchases:
Total number of purchased shares: 4,791,000 shares
Total amount of the purchases: 14,999,700,000 yen

3. Total number of purchased shares of the Company’s stock from the market in the fiscal year
ending March 31, 2008 and total amount of the purchases:
Total number of purchased shares: 9,315,000 shares
Total amount of the purchases: 29,998,710,000 yen

Media inquiries should be directed to:
Corporate Communications Depariment
Kao Corporation

Phone: +81-3-3660-7043

Fax: +81-3-3660-7044
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Corporate Governance

Nota: Tha contants of tha text herein are excerpts from the Report on Corporate
Governance filed with the Tokyo Stock Exghange on March 27, 2008.

1. Basic Positlon on Corporate Governance

Kao’' s basic position on corporate governance is to develop a managerial framework
and intemal control system that can take the necessary measures to realize highly
efficient, sound and transparent management with the aim of continuously increasing
corporate value. The Company considers corporate governance to be one of its most
important managerial tasks.

2. Status of Corporate Governance System

http://wwwkao.co.jp/en/company/governance/index.html

Kao Corporation Company Profile Corporate Governance

L Sharetoiders esy J
_lm;m "‘i; Cum;linfovdn&mﬁuﬂm
™ Chalrman of the Board of
Board of Board of Dh:m:ndmpr
Corporate Directors
Auxditors _l Cormpans ation
v Aduisory Cormmittes
&' pemma
Auscht [ | [
; 1Rk
5 : S
3 5|3
: 3| )¢
o
2
— Lo
i - - Advninirtrative Dividions
porsts | . . Business Dhisions
Audit
gl | AL Production b Engnewing
= Rassarch & Osvelopmant
Leus '
i 5[ subsidiarias /Afatns
Trwastioaton N
Cenferance by T’""t
Corporate Auditors
of Domattic
=—p| Group Compenies 4—'-' Corporate Auditors |
(Attendance) [(Attendance)
Agvauntant Audit "

Nota: Our palicy Is to ark axparts. such a3 lawyers, for their advice
at refarence in making business judgemants, f necessary,
whcaming business managemant and dally operstions.

http.//www kao_cojp/en/company/governance/index. htmi

2008/04/08

2/14 R—=L

2008/04/08




Corporate Structure

(1) Mambers of the Board of Directors

The Company has adopted the corporate auditor system. In ils current managemant
structure, the Company has 15 members of the Board of Directors, including two Outside
Directors and the Chairman of the Board of Directors without representative rights, and 25
Executive Officers, including 11 who sarve concurrently as members of the Board of
Directors.

« Information Conceming Main Activities of Outside Directors
During the period from April 2006 through March 2007, 16 mestings of the Board of
Directors ware heid. After Qutside Director Messrs. Atsushi Takahashi and Osamu Shoda

assumed office as Members of the Board, 14 moetings of the Board of Directors wera held

of which they both attended 12 meetings. At the meatings of the Board of Directors,
Outside Directors regularly give their views an the Company’ s operations in general, arx
at every meeting they actively ask questions and express opinions on various issues from
a broad and objective standpoint, based on their extensive experience. When necessary,
they visit the Company’ s domestic and overseas business sites,

= Support System tor Outside Directors
To anhance discussions at the maetings of the Board of Directors, the Secratariat of the
Board extensively briefs Outside Directors prior to each meeting on matters including the
background, purpose and contents of proposals on the agenda of the mesting.

{2) Corporate Auditors

The Company’ s Board of Corporate Auditors consists of four Corporate Auditors, including
two Outside Auditors.

» Status of Cooperation between Corporate Auditors and Accounting Auditor
At the start of accounting audits for each business year, the Corporata Auditors receive
from the Accounting Auditor an audit plan describing the fundamental audit policy, the
major iterns and sites to be audited and the main contents of the audit. They also
exchange views with the Accounting Auditor concerning the contents of the audit plan.

In the settlement of accounts for the business year, the Corporate Auditors also have an
opportunity to discuss the audit contents with the Accounting Auditor during the course of

http://www.kao.co,jp/en/company/governance/index.html
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the audit. In addition, they receive the audit report trom the Accounting Auditor within the
tima frame prescribed by law, and receive a summary of the audit results, which are later
used in preparing the audil report of Corporate Auditors.

The Corporate Auditors also contact the Accounting Auditer whenever necessary, and
cooperate with them to contribute to the formation of their respective audit opinions.

» Status of Cooperation between Carporate Auditors and Internat Auditing Functional
Divisions
Corporate Auditors regularly meet on a quarterly or semi-annual basis with the Corporate
Audit Services Department and the Legal & Compliance Division, as well as the internal
auditing functional divisions related to environment & safoty, quality assurance, risk
management and other areas, to hear about their activities and exchange opinions. When
necessary, both parties lso provide the information they have to the other, which serves
to deepen cooparation and raise the level of each other’ s audit activities.

» Information on Other Major Activities of Qutside Auditors
During the period from April 2006 through March 2007, 16 meatings of the Board of
Directors and 7 meetings of the Board of Corporate Auditers were held. Outside Auditor
Mr. Satoshi lto attended all of the meetings, respectivaly. After Mr. Tadashi Qe assumed
office as a Corporate Auditor, 14 meetings of tho Board of Directors and 5 meatings of the
Board of Corporate Auditors were held of which he attended 12 meetings of the Board of
Directors and 4 meetings of the Board of Corporate Auditors. Quiside Auditors activaly
provide appropriate questions and statements from a specialized, objective standpeint at
virtually every meeting of the Board of Directers. In addition, at mestings of the Board of
Carporate Auditors, they actively furnish opinions based on their extensive knowledge and
experience. When necessary, they alse participate in audits of domestic and overseas
business sites,

e Support System for Qutside Auditors
The Company has a system in which functiona! divisions such as the Corporate Audit

Sarvices Departmant and the Legal & Compliance Division provide suppon for Corporate
Auditors upon request.

(3) Status of Imptementation of Measures to Grant Incentives to Members of the Board
of Directors

Regarding remuneration for members of the Board of Directors, the Company has

http://www.kao.cojp/en/company/governance/index. htm!
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implemented a stock option plan for the purpose of aligning members of the Board of
Directors’ interests with those of shareholders of tha Company. In addition, more than 20
percent of their planned annual remuneration is linked to parformance basad on EVA*
{Economic Vatue Added) and the like. However, the Company does not apply performance-
linked remuneration to Qutside Diractors.

Note: EVA is a registered trademark of Stem Stewart & Co.

(4) Payment of Remuneration, ete. to Members of the Board of Directors from Aprll
2006 through March 2007

i « Aggregate Amount of Remuneration, etc. paid to members of thae Board of Directors

| To 15 members of the Board of Directors: 435 million yen {including 13 million yen to be
| paid to 2 Qutside Diroctors)

|

Notes:

l 1. The aggregate amount of remuneration, etc., to be paid to members of the Board of

i Directors does not include the 142 million yen, which is the amount of salaries, etc.

] (including bonuses), to be paid to members of the Board of Diractors who also serve
as employees of the Company, for their services as employees.

| 2. The aggregate amount of remuneration, etc., to be paid to members of the Board of
Directors includas the following amounts:

(i) The amount accounted for during this fiscal year as the reserve for bonuses to
members of the Board of Directors

110 million yan to 13 members of the Board of Directors

{ii} Amount of remuneration, etc., as stock acquisition rights allofted as stock
options based on the resolution of the 100th Annual General Meeting of
Shareholders held on June 29, 2006 and meeting of the Board of Directors
held on August 25, 2008 and September 28, 2008,

76 million yen to 14 members of the Board of Directors (including 2 million yen
to 1 Outside Director)

3. Maximum aggregate amounts of remuneration, etc., to ba paid to members of the
Board of Directors are as follows:

http://www.kao.co jp/en/company/governance/index.html
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(i} An annual amount of 450 million yen {resolved at the 86th Annual Generat
Meating of Shareholders held on June 26, 1992)

This amount does not include ramuneration paid to members of the Board of
' Directors who also serve as employeas of the Company, for their services as
employees,
{iiy An annual amount of 200 million yen (resolved at the 100th Annual General
Meating of Shareholders held on June 29, 2006)

This amount was approved as the maximum amount of stock acquisition rights
to be allotted as stock options, apart from the amount in (i} abova.

\ 4, In addition to the aggregate amount of remuneration, etc., to be paid to members of
the Board of Directors, the following payments have been made based on the
resolution of the 100th Annual General Maeting of Shareholgars hald on June 29,
20086:

{1} Bonuses to members of the Board of Directors

To 13 members of the Board of Directors: 73 million yen
(i) Retirement allowances

To 2 membars of the Board of Directors: 17 million yen

Since July 2001, the Company has stopped adding to the amount of the
! resarve for retirement allowances to members of the Board of Directars and
! Corporate Auditor. The abeve retirement allowances were awarded to the 2

Directors in racognition of their service (o the Company for the period from thair

respective assumption of office to June 2001,

(5) Information on Business Execution, Audits and Supervision, Nomination, Setting of

Compensation and Othar Functions

In its previous framework of members of the Board of Directors and Corporate Auditors, the
Company intreduced the Executive Officer System in June 2002. In its currert management
system, the Company has 15 members of the Board of Directors, including two Qutside
Directors and the Chairman of the Board of Directors without representative rights, and 25
Executive Officers, including 11 who serve concurrently as mambers of the Board of
Directors. The Company is giving ongoing consideration as to whether it should become a

http://www kao.cojp/en/company/governance/index.html
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“Company with three committees™ as defined by the Corporation Law, as it believes this is a
ranagement issus of graat importance. However, the Company has established a
“Compensation Advisory Committee”™ and a “Committes for the Examination of the
Nominees for the Chairman of the Board of Directors and the President,” which perform
functions similar to those of the committees in a “Company with three committees.”

The Compensation Advisory Committee consists of all Representative Directors, the
Chairman of the Board of Directors and all Qutside Directors. At this Committee, the
Representative Directors abtain opinions with respect to the compensation system and level
of compensation for the members of the Board of Directors and Executive Officers, The
Cormmities convanas once a year during the exacutive compensation review period. in the
year ended March 31, 2007, the Committee heid a meeting with the attendance of all
committes mambars, who judged that the compensation systam and level of compensation
for members of the Board of Directors and Executive Officers currently In office were
appropriate. This result was reported to the meeting of Business year.

The Committee for the Examination of the Nominees for the Chairman of the Board of
Directors and the President consists exclusively of all Qutsida Directors and all Qutside
Corporate Auditors. This Committee examines the nominees prior 10 the election or re-
elaction of tha Chairman of the Board of Directors and/or the President and submits its
evaluation of the nominees’ qualifications to the Board of Directors. The Committes was helkd
with the attendance of all committes members prior to the election of the new Chairman of
the Board of Directors and new President in June 2004, and prior to the $election of ra-
election nominees for Chairman of the Board of Directors and President in June 2006 re-
elacted at the meating of the Board of Directors after the resolution of the Annual General
Meeting of Shareholders in 2008. After the examination, the committee submitted to the
Board of Directors its opinion that there ware no problems concerning the qualifications of the
nominees.

In addition, the accounting firm Tohmatsu & Co., which is the Company’ s Accounting
Auditor, ansures that any of its employees who becoma involved in auditing the Company will
not be involved in the audit for more than a certain period. The Company and the accounting
firm have entered into a contract for audits based on the Corporation Law and the Securities
and Exchange Law.

3, Status of Measures Concerning Respect for the Standpoint of

Stakeholders
http://www.kao.cojp/en/company/governance/index.html 2008/04/08
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+ Rules for Respecting the Standpeint of Stakeholders through Internal Regulations, etc.
The Kac Way, an essence of the Company’ s corporate philosophy, states that “Our
mission is ‘to strive for the wholehearted satisfaction of the lives of people globally
through the Company’ s care domains of cleanliness, beauty and health.” ™ The “Vision™
section of the Kao Way stipulates that “We aim to ba "a glebal group of companies that
is closest to the consumer/customer in each market,” earning the respect and trust of all
stakeholdars and contributing to the sustainable development of saciaty.” In addition,
tha Principles of Corporata Ethics in the Kao' s Business Conduct Guidelines states that
“Kao Corporation seeks to be an honast and exemplary company, guided by sensible
and fair actions and driven by a fundamental adherance to ethical principles that go
beyond mera compliance with laws ta earn the true respect of all stakeholders.” The
text also describes specific details about Kao™ s conduct guidelines to respect the
standpoint of stakeholders,

+ Implementation of Environmental Presarvation Activities and CSR* Activities
Tha CSR Commitiee, chaired by the Prasident & CEQ, and the Committoe for
Responsible Care Promotion, chaired by a member of the Board of Directors, draw up
and raview basic policies for business activities, and have set up specialized sections to
promote concrate activities on a day-10-day basis. The CSR Report is issued aevery July,
which reports on Kao' s position on CSR and its various CSR-related activities including
environmental praservation activities.
* Corporate Soclal Responsibility

« Formulation of Policies, Etc., for Information Disclosure to Stakeholders
The Disclosura Committes, formed in Septembar 2005, formulated a basic policy in May
2006. The policy includes Kao' s commitment to disclasing information to shareholders,
investors and all stakeholders in a timely, accurate and impartial manner by continuing
prompt disclosure of information that falls under the Rules on Timely Disclosura of
Corporata Information by issuer of Listad Security and the Like provided by Tokyo Stock
Exchange, in compliance with the Corporation Law, the Financial lnstruments and
Exchange Law and various ordinances.

4, Baslc Pollcy Regarding the Internal Control System and its
Maintenance

1) Pollcy Regarding Maintenance of Internal Control Systam

http://www.kao.cojp/en/company/governance/index.html 2008/04/08




<Basic Policy Regarding the Internal Gontro! System>
The Gompany has astablished an Internal Control Committee chaired by the President

{ and CED. An important task of the committee is to develop a management structure,
organization and system that facilitates legally compliant, efficient, sound and highty
transparent management that aims to consistently increase corporate value, and for this
objective, the Company implements the following systems,

(1) System to ensure that Members of the Board of Directors’ and employees’
execution of thelr dutles conforms to laws and the Articles of Incorporation

Members of the Board of Directors, Executive Officors and employees of the Kao Group
companies should act with integrity based on “Kao' s Business Conduct Guidalines,”
which govern compliance with laws, the Articles of Incorporation, internal rules and
social ethics. The Comptiance Committee, chaired by the Member of the Board of
Directors in charge of compliance, promotes this compliance. Monitering by the
Corporate Audit Services as wel! as notices and reports to the Compliance Reporting
Hotline from concemed parties in and outside tho Company enable Kao to quickly
gauge the state of compliance, work to quickly resolve any issues that arise, and take
appropriate staps to provent the recurrence of similar cases.

1 {2) System for retention and management of Information concerning Member of
the Board of Directors’ execution of thelr dutles

Information {minutes, decision reconds and their relevant materials, accoun! books and
records, and other information and the like} related to members of the Board of
Directors” execution of thair duties is properly ratained and managed according to the
document retention and management policies and other related policies. Members of
the Board of Directors, Corporate Auditors and employees designated by them may
access such information at any time.

(3) Rules and other sysiems concerning risk management

http://www.kao.cojp/en/company/governance/index.html
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Risks invelved in business strategies are analyzed and countermaasures are discussed
i by tho relevant departments; when necessary, discussion of these risks and

] countenmaasuras takes place in meetings of the Board of Directors or the Executive
Commitiee. Risks in business operations are managed in accordance with the Kao's
Risk Management Pelicy. The Risk Management Committee, chaired by the member of
the Board of Directors in charge of risk management, promotes risk management
througheut the Kao Group companies and develops countermeasures tor disasters and
other emergencies. In the event of a serious crisis, countermeasures headquarters,
which should be headed by the President and CEQ, is set up to respond to the erisis.

(4) System to ensure that Members of the Board of Directors efficlently execute
thelr dutles

After determining the direction to be focused on In a mid-term business plan the Board
of Directors reflect it in the mid-term plans of each department and subsidiary. The mid-
tarm plans are reviowed annually by the Board of Directors and the Executive
Comemittes, and necessary adjustments are made in response (o the progress of the
plans and changes in the business environment. Tha Executive Committeo roviews,
monthly or whenever appropriate, the progress of the revenue and expenditure plan and
other important businoss plans, extracts the main issues and than implements
measures in response. In order to separate supaervision and execution functions and to
ensure the effectiveness of thesa functions, the decision rules for the Board of Directors
and the Executive Committee are reviewed as necessary.

(5) System to ensure the appropriateness of business operations in the Kao
Group

The Intemal Controk Committee and related committees promote various policies to
make sure that the businass activities of the Company and its subsidiaries conform to
laws and respective articles of incorporation. In addition, they promote and monitor
offorts to ensure the appropriateness and efficiency of business operations throughout
| the Kao Group companies, and report regularly to the Board of Directors.

http:/ /www.kao.co jp/en/company/governance/index html
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operations and Executive Officers provide guidance for the devalopment of appropriate
intarnal control systams for Kao Group companies, according to their respective duties,
In addition, to ensure the appropriateness of business operations at subsidiaries, they
make improvements to the rules for pernicdic reponts from subsidiaries and enhance
internal audit functions.

{6) System to ensure relfabllity of financlal reports

In order to ensure the reliability of financial reports, the Company evaluates, improves
and documants in writing the state of the Company’ s interal contral system and the
process of business operations based on tha principles of the Internal Control
Committee and the Board of Diractors confirms these activities regularly,

M Employses to ba assigned If Corporate Audltors request staff to assist In thelr
duties

In the evant that a request be made by Corporate Auditors for assignment of staff to
provida assistance to conduct their audits effactivaly, the members of the Board of
Directors should assign employees after discussing specific personnel selection with the
Corporate Auditors,

(8) Ing d ot employ In the preceding paragraph trom members of the

P

Board of Directors

In assignment, evaluation, transfer and disciplinary action of or to employees who assist
in the dutles of Corporate Auditors, the opinions of the Board of Cerporate Auditors
should be solicited and respacted.

{9) System for Members of the Board of Directors and employees to report to
Corporate Auditors, and othar systems concerning reporting to Corporate

Auditors
http.//www.kao.cojp/en/company/governance/index.html 2008/04/08
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Corporate Auditors may attend mestings of the Executive Committee, the Intemal
Control Committes and related committees, and may access the minutes, decision
racords and other documents of important meetings at any time. They may also receive

" activity reports from the head of each division, and have regular exchanges of views

with Representative Directors. In addition, members of the Board of Directors should
promptly report to Corporate Auditors any fact that may potentialty cause significant
harm to the Company or any occurrance of a serious viclation of laws or the Artictes of
Incorporation.

{10) System to ensure that audits by Corporate Auditors are conducted effectively

To conduct efficient and effective audits, Corporate Audilors maintain a close
cooperativa ralationship, which incluges the axchange of information, with the
Accounting Auditor and the internal audit functional departments such as the Corporate
Audit Services, as well as corporate auditors and internal audit departments of
subsidiaries. |n addition, Corporate Auditors may independently receive suppert from
outside specialists such as lawyars and certified public accountants when nacessary.

2) Basic Policy to Eilminate Antisoclal Forces and its Maintenance

The Company has made the following declaration in Kao’ s Business Conduct
Guidelines, of which the Company has familiarized all employees of Kao Group
companies. Kao' s Business Conduct Guidelines have aiso been published on the
Company' s wabsite.

‘We shall not engage in any activities which are detrimental to society. Furthermore, we

shall rasolutely rasist prassure by any individual, group or organization to support such

activities.

* Wo shall maintain a rasolute altitude against activities which are unlawful or contrary
to the public welfzre.

= Wa shall not participate in any activities that are illegal or contrary to the public
welfare regardless of any competing pressute to do 0.

« We shall reject any retationship with groups that act contrary to the public welfare,

http./ /www kao.cojp/en/company/governance/index html 2008/04/08
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oursalves in any activities or conduct which offends social norms or morality, such as
monaey laundering, offers of illegal interest, etc.

To cut off any relationships with antisocial forces, the Company coordinates with external
spocialized agencies, collacts and manages information and maintains an appropriate
internal organization for the purpose thareof under normal circumstances.

5. Information Concerning Hostile Takeover Defenses

The Company did not submit any proposals regarding defensive measures against
hostile takeovers 1o its Annual General Meeting of Shareholders held in June 2007.
Howaver, the Company believes that implementing defensive measuras is an important
task for management, and continues to study the pros and cons of introducing
reasonable defensive measures against hostile takeovers. The Company also closely
moniters developmant of the Japanese legal system and trend of business society.

The Company hopes to attract sharehoiders who will hold Kao' s stock on a long-term
basis. The Company is committed to rewarding such long-term shareholdars by
increasing carporate value over the long term through vigorous business activities linked
to increasing EVA, and by enhancing shareholder returns, including dividends®. The
Company believes that increasing corporate value and enhancing shareholder returns
will be duty reflected in Kac' s stock price in the market and its market vatue, which will
in tum discourage hostile takeovers that could not be in the best interests of
shareholders,

Al the same tima, through its CSR and other activities, the Company promotes
understanding of ils contribution to global society among all stakeholders, By doing so,
the Company expects to increase trust of stakeholders towards its management, which,
it belioves, will act as a major deterrent to such hostile takeavers,

* The Company has set a target payout ratio of approximataly 40% of consolidated net

income.
http:/ /www.kao.cojp/en/company/governanca/index.html 2008/04/08
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