Kao Sustainability Statement 1021510216

The Kao Sustainability Statement was revised in 2018.

In the three areas of Conservation, Community and Corporate Culture, we have specified main themes and indicated the social issues to be addressed.

Philosophy underlying our sustainability activities

The Kao Way

In the Kao Way, our corporate philosophy, we define Yoki-Monozukuri
as “a strong commitment by all members to provide products and
brands of excellent value for consumer satisfaction.” Our mission as
defined in the Kao Way is “to strive for the wholehearted satisfaction
and enrichment of the lives of people globally and to contribute to
the sustainability of the world.”

As members of the Kao Group, in order to fulfill this mission, we
commit fully to working together to share joy with consumers and
customers through our products and brands of value, contributing
to clean, beautiful, and healthy living and, in the Chemical Business,
contributing to the development of industry.

% = The Kao Way

http://www.kao.com/global/en/about/policies/kaoway/

Kao Sustainability Statement
Based on the Kao Way, we developed the Kao Sustainability
Statement in 2013 to communicate our approach to contributing to
the sustainability of the world and where we would focus our efforts.
Based on changes in international society regarding sustainability
and internal discussions on achieving the Kao Group Mid-term Plan
2020 (K20), we revised the Kao Sustainability Statement in 2018. The
revision is intended to better communicate our basic approach to
contributing to the sustainability of the world and clearly indicate the
social issues to be addressed.
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Kao Sustainability Statement

Kao’s mission is to strive for the wholehearted satisfaction and

enrichment of the lives of people globally and to

contribute to the sustainability of the world.

Now and in the future, we aim to be an integral part of

people’s lives by creating, through our corporate activities,

a world in which all people can live life to the fullest.

We will contribute to a sustainable society by working to solve social issues

together with various stakeholders.

Nine Main Themes

Conservation

Zero environmental
impact

Resource efficiency

Community

A society in which
everyone can live life
to the fullest

Cleanliness and hygiene

Corporate
Culture

A trusted company
that acts with integrity

Integrity

\ Climate change /

\ Health and aging /

Chemical
substances

Gender
equality

\ Human rights /

Diversity and
inclusion
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http://www.kao.com/global/en/about/policies/kaoway.html
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Contributions to the Sustainable Development Goals

The Sustainable Development Goals (SDGs) have been agreed upon by the
international community as targets for achieving sustainable development
with a target year of 2030. The SDGs seek integrated economic, social, and
environmental improvements. Contributions by companies are considered
extremely important to achieve them.

Of the 17 SDGs, the nine main themes we have specified contribute to
achieving the following goals.

Nine Main Themes and Their Contributions to the Sustainable Development Goals

Corporate Culture
A trusted company

Community
A society in which

Conservation

Zero environmental

. that acts with
impact

integrity

everyone can live life
to the fullest

- Cleanliness and
hygiene

+ Health and aging

- Gender equality

- Integrity
+ Human rights
+ Diversity and inclusion

- Resource efficiency
- Climate change
- Chemical substances

DECENT WORK AND 1 0 REDUCED
ECONOMIC GROWTH INEQUALITIES

PEACE, JUSTICE
AND STRONG
INSTITUTIONS

)
0

12 RESPONSIBLE 13 CLIMATE GOOD HEALTH GENDER
CONSUMPTION ACTION AND WELL-BEING EQUALITY
AND PRODUCTION

CLEAN WATER 1
AND SANITATION

Yy,

17 PARTNERSHIPS
FOR THE GOALS

&
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Our initiatives

Conservation

Zero environmental
impact

Resource efficiency

+ Use a high degree of biomass
* Reduce plastics use

+ Reduce water consumption

+ Promote recycling

Climate change

+ Lower CO; emissions in
company operations

- Reduce lifecycle CO2 emissions
and maximize reduction
contributions

+ Engage with various
stakeholders in environmental
conservation

Chemical substances

* Minimize the impacts of
chemical substances on human
health and the environment
throughout the product
lifecycle

+ Conduct risk communication
about chemical substances
with stakeholders

Community
A society in which

everyone can live life
to the fullest

Cleanliness and hygiene

+ Teach children good hygiene
habits

+ Educate and support eating
establishments, hospitals,
schools, and other facilities in
relation to hygiene
management

Health and aging

+ Develop product designs that
are easy for everyone to use

+ Provide information and
education for health
maintenance and disease
prevention

+ Develop and offer products and
services that support senior
living

Gender equality

+ Offer products and services
that make housework easy for
diverse groups of people

+ Support women to have
self-confidence at all life stages

The following activities have been defined and are being conducted for each of
the nine main themes.

Corporate Culture

A trusted company

that acts with integrity

Integrity

+ Ensure compliance with laws,

regulations, and rules

+ Conduct sustainable and

responsible procurement

Human rights

+ Improve human rights due
diligence and expand its scope

+ Support improvements to
human rights conditions related
to our business

Diversity and inclusion

* Human capital and
organizational development

* Diverse and efficient work
patterns

* Employee diversity

+ Employee health, occupational
safety and health
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Specifying the main themes

We have specified nine main themes to address based on changes in conditions inside and outside Kao and in social issues.

1. Our awareness of social conditions

In 2015, the United Nations General Assembly
adopted the SDGs. The international community has
agreed to the SDGs as guideposts for realization of
the sustainable world with a target year of 2030. The
SDGs represent social issues that require the efforts

of the international community as a whole to resolve.

2. Kao Group Mid-term Plan 2020 (K20)
We began implementing K20, our mid-term
management plan, in 2017. K20 states “The
Kao Group aims to establish a global presence
by combining sustained ‘profitable growth’ and
‘contributions to the sustainability of the world’
by resolving social issues and providing social
contribution activities through its business
operations.”

Process of selecting the main themes

Recognition of social

conditions

The international community as a
whole has agreed to work toward
resolving social issues (SDGs) to frameworks

realize the sustainability of the world. ' . 1SO 26000

- GRI
K20 Mid-term Plan - SDGs, etc.
Achieve both contributions to the

3. Analysis of the issues

We have specified the social issues that we will
work toward resolving from a multifaceted analysis
including social changes, our business plans, and
the expectations and requests of our stakeholders.

In our analysis, we created a list of approximately 70
issues based on social issues presented in various
international guidelines and frameworks, including
ISO 26000 (guidance on social responsibility), the
GRI (Global Reporting Initiative), and the SDGs.
Based on the possibility of the Kao Group to
contribute to resolving the issue, the effects on our
business, and our strengths, we narrowed down this
list to 30 issues.

We then held discussions with a broad range
of internal divisions and departments including

Analysis of the issues

Identifying 70 issues

Referenced guidelines and

Narrow down to 30

issues

Referenced aspects

« Possibility of the Kao Group to
contribute to resolving the issue

- Effects on business

- Kao's strengths, etc.

growth.

Matrix analysis

Assessed the 30 issues along the
axes of priority for stakeholders
and priority in Kao's business

business divisions, Corporate Strategy, R&D,
Procurement, and Sales to input the issues around
the axes of 1) priority for stakeholders and 2)
priority in Kao's business growth, in the context of
business growth and risk management as well as
environmental and social considerations.

4. Identifying the issues: Selecting nine themes
Through validating the issues and their positioning,
followed by analysis of the changing conditions
inside and outside Kao and discussions at the
Sustainability Commmittee and other venues, we
specified three social issues in each of the three key
areas as main themes.

Identifying the issues

O Validate the issues and their
positioning

O Analyze internal and external

changes in conditions

O Discuss at the Sustainability
Committee and others

sustainability of the world and to
sustained profitable growth ‘

Sustainability Department/Business Promotion Division ‘

Expectations and requests
from stakeholders

Kao Sustainability Data Book 2018

Divisions |

Finalize the main themes
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In the area of Conservation, we have specified the © Matrix of Materiality _ g
themes of resource efficiency, aiming to effectively - - - =y
- o) =
use natural resources, recycle containers, and reduce Cleanllness and hyglene Cllmate Change f S
waste; climate change, involving reducing : Lessening the burdens of the Securing water resources §
o . : elderly and their caregivers ®——— Physical Action against climate o
greenhouse gas emissions; and chemical : cleanliness change 3
. L Extending healthy lifespans —— @ T_ . @
substances, to fulfill our responsibility as a Sanitation in and $7RReducmg waste
company that handles chemical substances. Health d . aiiind living ZHCos esource -
‘ 1 ealth-and-aging— ! efficiency z
. . : . : Sound management of
: Preventing lifestyle diseases " N
In the area of Cor_nmumty, we ha_ve specified the : and locomotive syndrome - B ! chemicals S o
themes of cleanliness and hygiene, one of the : . . . . grest conservation 3 o
o . : Considerations for universal design ———® ®—— Product safety management 3
origins of the Kao Group symbolized by Kao Sekken Gender Ch ical 3
. K : . Improving quality of life - (@———— Compliance emica c
(Kao soap) launched in 1890; health and aging, to : equalit L _ S
) i : 0o q Y Contributions to ® —e—SUu bsta nces 5 =
support daily good health for people worldwide; and 5 reducing stress in society Preventing environmental g | <
gender equality, to contribute to resolving gender ) Appropriate and timely information - Integrity contamination &
disparities =] Thorough information management rarine conservation s
: 'q=) 9 9 ° 3 ®—Attention to E
~ resource depletion é
In our Corporate Culture, we have specified the S .
. , 17 . Respect for human rights ———@ — @7 _
themes of integrity, one of the core values of the . Human .
. . I o) (] ®———Corporate governance improvements O
Kao Way; human rights, to fulfill our responsibility - rights Q
. ©
to respect the human rights of stakeholders through P ] . - o
. LT . . — Promotion of fair competition ——@ 3
all of our business activities; and diversity and s T
. . . . — Respect for employee diversity L
inclusion, to provide venues where diverse a e o o
employees can exercise their own abilities to the ; =
fullest. 3 Diversity and inclusion ®
: Workplace environments and
: occupational safety and health
% = Study on returns to Kao's stakeholders 2017 b
http://www.kao.com/content/dam/sites/kao/
www-kao-com/global/en/sustainability/pdf/ o
study-on-returns.pdf 2
*Scheduled for release in June 2018 @
]
T T T T T 1 §
Priority in Kao’s business growth
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Kao Sustainability Statement 102.1510219,102.20,102-26

SINILINOD

Sustainability Promotion Framework

UOI1BAIBSUOYD)

We have established the Sustainability Committee, © Sustainability Promotion Framework
chaired by the President and CEOQ, to set the :
direction of and execute the Kao Group's
sustainability activities. The Committee improve the
promotion framework and formulates and revises
the strategic programs as necessary, as well as
regularly evaluates the programs to improve the Kao

Group's activities as a whole. Sustainability Department

The Sustainabilty Cormitee met four times in T T
2017, in January, April, July, and November. In :

addition to three members who are Representative § Eco-Strategy Group Consumer Products Business Legal and Compliance
: Planning and Administration

Board of Directors

Splepuels |49

Internal Control Committee Sustainability Committee

A

Management Committee

0009¢ OSI

I
Allunwiwon

Directors, the Committee members includes :
respective Executive Officers in charge of the g Responsible Care Group Corporate Communications Human Capital Development

ABAINS 10} sexapU|

R&D, Supply Chain Management, Human Capital :

Development, Product Quality Management, v I

Intemtional Business Managemen, Accounting
and Finance, Corporate Communications, and :

Corporate Strategy divisions. In the meetings, they

deliberated on the optimum sustainability policy,

strategy, and activities for the Kao Group.

21NNy 81e10di0)

The divisions engaged in the three key areas take
responsibility for setting the targets and conducting
the PDCA (plan—do—check-act) cycle to manage
activities companywide.

20URUIBAO0D)
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Kao Sustainability Statement s04:

Awareness-raising for employees

Awareness-raising for employees

To develop activities based on the Kao Sustainability
Statement, all Group members need to fully
understand the thinking behind it. Therefore,

we have been conducting educational activities

for employees using various approaches since
2013, when we announced the Kao Sustainability
Statement.

Since 2013, we have published information on the
company intranet system to promote understanding
of the Kao Sustainability Statement.

Four times a year, we release a Sustainability

Relay Essay on the intranet, written by a leader

of a division that details their thinking toward
sustainability. We also release Sustainability Tips
every month, which introduce social trends and
initiatives by Kao and other companies in an easy-to-
understand format.

Starting from 2015, this information, originally in
Japanese, has also been published in English on the
intranet for Kao Group companies outside Japan,
and we are continuing to implement information-
sharing with the aim of building solid foundations for
the promotion of sustainability activities.

Kao Sustainability Data Book 2018

Awareness-raising through trainings organized
by the Human Capital Division

Employees need to have an understanding of Kao's
approach to sustainability as they go about their
daily work. Based on this belief, training programs
organized by the Human Capital Division include
units on sustainability.

From 2014, we have held sustainability sessions in
trainings for top management members stationed
overseas. As of 2017, 13 members of management
have participated in the one-on-one sessions.

From 2016, we are holding a sustainability session in
the new employee training and in the career training
programs for employees hired mid-career. A total

of 498 employees beginning to work at Kao Group
companies in Japan in April participated in the
session during the new employee training in 2017.
Mid-career hire trainings are held twice a year and
had participants of 32 in September 2017 and 47 in
February 2018.

Content covering our approach to sustainability is
also included in the global orientation program for
employees joining Kao Group companies outside

Japan.

Internal publications

Our in-house magazine for all Kao Group members,
KAO FAMILY, is published four times a year in both
English and Japanese. It features a series of articles
aimed at deepening employees’ understanding of
the Kao Sustainability Statement.

A special feature in the 2013 issue just after

the Statement was announced described the
background to developing the Statement as well as
details of its content. Articles have been published
regularly since 2014, and examples of specific
activities are introduced, in 2017 as well.

RecyCreation Trial Begins
YA A2II— I ORERBEN

St Kao USA Network of Women
TEE(USA) 27 hT=02 94530

pr— Start of Cleanup Activities
at Homes of Seniors in Singapore
Y PA=ATERETETORANEN R
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Stakeholder communication

At Kao, we gain in-depth understanding of the expectations of society through dialogue with stakeholders, and incorporate these expectations into our activities and

targets.

Employees
Recognizing that the vitality born from diversity supports

our business growth, we create the conditions and culture

that allow diverse employees to demonstrate their

capacities and individuality to the maximum extent as well

as enable both personal and company growth.

® Kao Forum ® Standardization of systems

© Welfare committees

® Find (employee opinion
survey)

© Health and Safety
Committee/Committee on
Health and Welfare

activities

Shareholders/Investors
Kao earns the trust and meets the expectations of
shareholders and investors by striving to raise its
corporate value, proactively disclosing information and
engaging in communication activities.

® Equal Partnership promotion

® Support for employee health

Consumers/Customers
Kao aims to utilize feedback in developing new products and
services and improving products by listening to the concerns and
opinions of consumers and customers and engaging in close
communication.

Chemical and Consumer Product
Professional-use Retailers
Product Customers © Management policy
information sessions
® Business planning
meetings with

Consumers

® Consumer
consultations

® Environmental events  ® Opinion exchange

©® Communication meetings with
events distributors

©® Communication ® Workshop and plant retailers
center for Relief adult  tours for new ® New product
diaper users employees at presentations

distributors
® Lectures on sanitation

©® Home visits to
consumer monitors

® Product study meetings

V' N

L

v

® General Meeting of
Shareholders

® Financial results briefings

@ |R roadshow

® Small meetings with the
President

® Business briefings and
facility tours

® One-on-one meetings

® Reports to shareholders

® Annual reports

® |R information provided on
websites and through RSS

® Facility tours for
shareholders

Kao Sustainability Data Book 2018

V' N

TIT

Government/Industry groups/Peer companies

We uphold the principle of integrity and contribute to a sustainable
society together with government and industry.

© Government-organized committees, events, communication events

® Information exchanges with industry groups, participation in independent
standard creation

® Joint research with academic societies and research institutes

® Joint research with other companies

v

Suppliers
We consider suppliers as our business partners vital to
Yoki-Monozukuri and undertake procurement activities
according to the Guidelines for Supplier's Assessment,
including compliance with laws, regulations and social
norms, protection of human rights, assurance of health
and safety and fair trade.

® Quality Improvement Meetings

© Guidelines for Supplier's Assessment
® Supplier satisfaction surveys

® \endor Summits

Local communities/NGOs, NPOs
We engage with communities through business and
corporate social activities and work together with
communities and NGOs/ NPOs to offer local citizens
better, richer lives.

® Corporate social activities

® Education in the classroom

® Activity (plant tour)

® Meetings and collaborations with local residents
® Partnerships with NGOs/NPOs
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