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The Audit & Supervisory Board is engaged in auditing activities to achieve sound and sustainable
growth of the Group and establish governance that maintains the trust of our stakeholders. The Audit
& Supervisory Board evaluates its effectiveness annually with the aim of continuously improving the

effectiveness of its auditing activities.

1. Summary

The Audit & Supervisory Board primarily audits key auditing items and evaluates the effectiveness of
its activities from a multifaceted and objective perspective. In evaluating its effectiveness, besides
self-evaluation (scoring/description) by each Audit & Supervisory Board Member, the Audit &
Supervisory Board gathers feedback from related parties and identifies good points or need
improvement points in order to reflect such findings in its policies for auditing activities, key auditing
items, and the audit plan for the next fiscal year.

In addition, the Audit & Supervisory Board reviews and revises the evaluation method and items in

view of social trends, stakeholder requests, etc.

2. Evaluation method

The Audit & Supervisory Board conducted questionnaires (description) and interviews. The Audit &
Supervisory Board Members, Representative Directors, and Executive Officers with titles were the
respondents to the questionnaire. The Outside Directors, Accounting Auditor, and Kao Group Internal

Audit division (KGIA) were interviewed.

3. Evaluation items

Evaluation items for the current fiscal year are as shown below. The Audit & Supervisory Board
established evaluation items based on key auditing items and then set sub-items to align the evaluation
viewpoint to each evaluation item.

= The composition and function of the Audit & Supervisory Board and its Members



4.

The structure for supervising the functions of the Board of Directors

The status of the execution of duties by Directors and Executive Officers
The effectiveness of the Group’s governance

The status of the design and operation of the internal control system

Information disclosure

Results of the evaluation of the effectiveness and identified issues

The overall evaluation reached by the Audit & Supervisory Board was “effectively functioning.”

Each Audit & Supervisory Board Member expressed a wide range of opinions in our meetings within

a free and open-minded atmosphere. In addition to the agenda of the Audit & Supervisory Board

meetings, we also exchanged opinions freely regarding the election and the skills of the candidates for

Audit & Supervisory Board Members, the risks and management issues that we are concerned about,

and other topics as needed.

Major evaluations and challenges of both initiatives for issues of the previous fiscal year and initiatives

for the current fiscal year are as follows:

<Initiatives for issues of the previous fiscal year>

Regarding ROIC by business, the Audit & Supervisory Board confirmed the progress of the
utilization of ROIC by business in Business, Sales, Production, R&D, and other organization
through on-site audits and interviews and shared them with the Board of Directors.

To improve the effectiveness of audits on internal control at overseas group companies, the
Audit & Supervisory Board conducted overseas audits and interviews after gaining an
understanding of the characteristics and inherent risks of each company through the
Questionnaires on Management Environment and by obtaining KGIA’s audit information in
advance.

To further strengthen cooperation among the three types of Audits (Audit & Supervisory Board,
Accounting Auditor, and KGIA), they began holding meetings and sharing their audit plans and
key issues among them. They also exchanged opinions on disclosure of non-financial

information as a medium to long-term issue.

<Initiatives for the current fiscal year>

Regarding the progress of the implementation of the K27 Strategic Framework and structural
reforms, the Audit & Supervisory Board assessed the initiatives to improve capital efficiency
and profitability and confirmed concrete results through on-site audits. The Audit &
Supervisory Board will continue to observe the establishment of the “Global Sharp Top”

businesses including the growth strategy of Cosmetics Business.



= Regarding Group governance, in Japan, the effectiveness of each auditing activity was
improved, because of the system in which the members of the Office of the Audit & Supervisory
Board concurrently serve as auditors of Group companies, and the sharing of findings in regular
meetings at which all auditors of subsidiaries and affiliates exchange opinions. In overseas, the
Audit & Supervisory Board will continue to observe design of the cross-functional overseas
governance by the Headquarters.

* Regarding disclosure of non-financial information, the Audit & Supervisory Board confirmed
the status of the response to legislation in Europe and Japan by the departments in charge. The
Audit & Supervisory Board will continue to pay close attention to the design of a global internal
control system that will ensure the linkage of main disclosures and the accuracy of the disclosed

figures.

The issues identified through the evaluation of the effectiveness will be reflected in auditing activities
and key auditing items for the next fiscal year in order to further enhance effectiveness. In addition,
we will strengthen collaborations with the Board of Directors by discussing related initiatives with the
Board of Directors from diverse perspectives. Furthermore, we will strive to strengthen the

management foundation and corporate value to earn the trust of our stakeholders.



