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FY2025 Audit & Supervisory Board Effectiveness Evaluation

Audit & Supervisory Board, Kao Corporation

The Audit & Supervisory Board (the Board) conducts auditing activities to ensure the sound and
sustainable growth of the Kao Group (the Group) and to establish governance that meets the
expectations of our stakeholders. In order to continuously enhance the effectiveness of its auditing

activities, the Board carries out an annual evaluation of its effectiveness.

1. Summary

The Board conducts audits focusing on key auditing items and evaluates the effectiveness of its
activities from a multifaceted and objective perspective. In addition to self-evaluations by each Board
Member, the Board identifies strengths and areas for further improvement by taking into account
opinions and feedback received from Directors and other relevant parties. These findings are reflected
in the policies for auditing activities, key auditing items, and the audit plan for the following fiscal
year. Furthermore, the evaluation methods and items are reviewed and revised as necessary, taking

into consideration stakeholder expectations, societal demands, and other external factors.

2. Evaluation Method

A questionnaire survey consisting of rating-based questions and free-text responses was conducted for
the full-time and outside Board Members. In addition, opinions were obtained from the internal and
outside Directors, Executive Officers, the head of the Department of Internal Audit, and the

Accounting Auditor, and were referenced as input for future auditing activities.

3. Evaluation Items
The evaluation items for the fiscal year were established as outlined below, focusing on the “Structure

of the Audit & Supervisory Board” and the “Key Auditing Items.”

<Structure of the Audit & Supervisory Board>
= The composition and functions of the Board and its Members
<Four Key Auditing Items>
*  The execution of duties by the Board of Directors and Executive Officers
»  The effectiveness of Group governance
*  The development and operation of the internal control system

. Information disclosure



4. Results of the Effectiveness Evaluation

Based on the evaluation, the Board concluded that it is effectively functioning overall. Each Board
Member actively expressed a wide range of opinions in a free and open atmosphere. Discussions were
not limited to the agenda items of the Board meetings. Members also actively exchanged views in free
discussions on matters such as the nomination of candidates for Board Members, the skills required
of such candidates, Group governance, and the progress of management strategies. The evaluation
results, together with initiatives continued from the previous fiscal year and the major initiatives

undertaken during the fiscal year, are presented below.

<Structure of the Audit & Supervisory Board>
=  Each Board Member maintains independence while fulfilling their respective roles and
exercising their expertise, thereby ensuring a stable and robust audit framework.
<Four Key Auditing Items>
=  Audit activities were conducted largely in accordance with the annual plan, and the results
were reported to the Board of Directors, thereby contributing to the supervision of the
execution of duties by Directors.
= Through dialogue conducted via on-site audits and interviews, comments provided by the
Board are utilized in on-site initiatives.
»  The Board recognizes that the governance of overseas subsidiaries is an important area and
will continue to be closely monitored, in light of the further global expansion of the Group’s

businesses.

<Initiatives Continued from the Previous Fiscal Year>

=  The Board verified, through on-site audits and interviews and participation in important
meetings, the degree to which growth strategies have been implemented at the operational
level in the Cosmetics Business, a growth driver under the Mid-term Plan “K27,” as well
as the effectiveness of structural reforms. The Board confirmed that the business is making
progress toward becoming a “Global Sharp Top” business.

. The Board confirmed that, for non-financial information, particularly climate-related data,
improvements to existing systems and initiatives related to data assurance are being
advanced on a project basis.

<Initiatives for the Fiscal Year>

. The Board confirmed that, under the “K27,” each business is steadily making progress
toward the establishment of “Global Sharp Top” businesses. With regard to the hair salon
business, the Board will continue to closely monitor its progress.

*  The Board confirmed that initiatives utilizing ROIC have become widely established not
only in business divisions but also across functional divisions as part of reforms to

strengthen earning power. Best practices in the use of ROIC identified through on-site audits



and interviews were shared with the Board of Directors.

=  The Board confirmed that the regularly conducted Employee Engagement Survey enables
each division to identify organizational management challenges and link them to effective
initiatives. In addition, best practices were shared with other divisions, accompanied by
advice to encourage further improvements.

=  The Board reviewed in detail the audit results of the three types of Audits (Audit &
Supervisory Board, Accounting Auditor and Department of Internal Audit) over the past 15
years covering approximately 90 subsidiaries, identified priority audit areas for the future,
and shared these insights with the Department of Internal Audit. The Board will continue to

closely monitor the governance of overseas subsidiaries as an important area of focus.

Based on the results of the effectiveness evaluation for the fiscal year, the Board will reflect the key
themes identified in the evaluation in the priority auditing items for the following fiscal year, with the
aim of further enhancing the effectiveness of its auditing activities. In addition, by expressing views
and engaging in discussions from diverse perspectives at the Board of Directors meetings the Board
will endeavor to respond to the trust of stakeholders while reinforcing the management foundation and

enhancing corporate value.



