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Hokuetsu Paper Mills, Led. was established in 1907 as a paperboard producer.
Today, with core operations in printing paper, paperboard and specialty
paper, the Company is continually enhancing its operating efficiency and
profitability. Recognized for its state-of-the-art technology, Hokuetsu Paper
Mills provides customers with a stable supply of high-quality products.

The Company is committed to contributing to the societies of the 21st
century as a corporate entity by protecting the global environment through

resource preservation and afforestation.
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Consolidated Financial Highlights
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year ended March 31
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2003 2002 2003/2002 2003
SRR For the year
AN Net sales ¥142,156 ¥136,172 4.4% $1,182,662
wER % Operating income 10,715 10,064 6.5 89,143
b | Ordinary income 10,118 9,299 8.8 84,176
WHAAIF]Z:  Net income 2,979 2,772 7.5 24,784
ROE Return on equity 3.2% 3.0% 0.2% points 3.2%
—#&H729 ;. Per share data
WHAAEF)2E  Net income ¥ 17.65 ¥ 16.90 4.4% $ 0.15
Bt 24 4 Cash dividends 10.00 10.00 0.0 0.08
ZSAMEREKR ¢ Atyear-end
WG Total assets ¥213,296 ¥220,890 AN3.4% $1,774,509
BAREET Shareholders’ equity 94,039 92,737 1.4 782,354
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Notes: U.S. dollar amounts are translated from yen, for convenience only, at ¥120.20 to U.S.$1.00, the approximate rate of exchange prevailing on March 31, 2003.
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Message to Shareholders

Consolidated net sales of the Hokuetsu Paper Mills
Group for fiscal 2002, the year ended March 31,
2003, were ¥142.1 billion, an increase of 4.4% over
the prior year. Consolidated ordinary income
expanded 8.8% year over year to ¥10.1 billion. Net
income rose 7.5% year over year to ¥2.9 billion.

Despite several unachieved numerical targets in
the final year of the “Step-up 217 (S-21) manage-
ment plan, mainly due to unpredictable falls of sell-
ing prices derives by sluggish japanese economy,
most of the efficiency improvement goals were
achieved through companywide cost-cutting efforts.
Furthermore, the construction of a new specialty
paper machine and extensive improvements on the
paperboard machines at the Niigata and Kanto Mills
were completed. We therefore achieved the goal of
reinforcing our basic paper manufacturing capability
for the next fiscal period, including an environmen-
tal assessment associated with construction on the
new No. 8 recovery boiler.

Apart from the improvement of production effi-
ciency, concern for environmental issues is a priority
of the Company’s environment-focused manage-
ment. We began a reforestation joint investment
project in Australia and acquired certification for all
our production bases including subsidiaries, by an
international Forest Stewardship Council (FSC).
Furthermore, we became the first company in the
industry to receive international certification for a
domestic company-owned forest.

The Company is committed to continuing to
move toward more environment-friendly activities to

support a sustainable society.

On April 1, 2003, the Company began a new
management plan, “Jump 100, (J-100)” for which
the final year is fiscal 2007, ending March 31, 2008.
As the final year falls on the Company’s 100th
anniversary, the plan was named “Jump 100” to
emphasize management’s goal of substantial growth
into the next centennial.

Under the “Jump 100” plan, Hokuetsu Paper
Mills will work to supply internationally competitive
products and services by strengthening its manage-
ment foundation and contribute to society through
its continued corporate growth as an attractive cor-
poration that promotes greater satisfaction among
customers, shareholders, business partners, local
communities and employees. Hokuetsu Paper Mills
shares the basic concepts of the new management
plan with Group companies and intends to vigor-
ously push forward to achieve the quantitative tar-
gets in the plan via groupwide cooperation.

We request the continued understanding and sup-

port of all our stakeholders in the coming fiscal year.

REDR S
B b
Chairman

%4

RFERFEEAT
=R
President

Masaaki Miwa

Z A E W
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New Management Plan—*Jump 100"

Using its accumulated management resources, the Hokuetsu Paper Mills Group

intends to carry out the activities set forth in this management plan under its long-

term corporate vision. To make a great leap forward as an attractive papermaking

corporation that appeals to customers, shareholders, business partners, local com-

munities and employees, the Group strives to achieve continuous development and

contribute to society with enhanced competitive strengths and the supply of com-

petitive products and services.

Plan Period: April 1, 2003—March 31, 2008 (five years)

Basic Policy on Corporate Activities: 1o be an Attractive Papermaking Company

(DChallenge and Evolution
Challenge new technology and cost reduction with
“strengthened competitiveness.”
Evolve as a coated paper manufacturer.

@Trust and Contribution
Commit to customer-oriented sales operations and envi-
ronment-focused management.
Continue to ensure high earnings and stable dividends.

Priority Management Goals:

®Advancements
Maintain international competitiveness in terms of qual-
ity, cost and earnings-creating power.
Place strategic steps in efficiency improvement for new
value creation: the No. 6 paper machine at the Nagaoka
Mill and the No. 8 recovery boiler at the Niigata Mill.

(D Promote customer-oriented operations.

Proposal-type marketing in quick response to customer
needs and production and sales capabilities to achieve
shorter delivery time.

@Achieve improved production efficiency for printing
paper and at the white paperboard production facilities.
Increased number of operating days and hours at the
Niigata Mill resulting from the construction of the No. 8
recovery boiler, and extensive improvements on the No. 5
paperboard machine at the Kanto Mill Ichikawa Factory.

®Increase earnings in the specialty paper field and
develop new business fields.

Planning of specialty paper strategies over the medium
and long term and the realization of positive effects from

the No. 6 paper machine at the Nagaoka Mill.

(®Nurture human resources and rationalize employment
levels in the Group.
Further streamlining of Group personnel and developing
individual employees to become muld-skilled workers.

(®Promote environment-first management.
Promoting the disclosure of information and the pursuit
of a minimum-impact mill that would cause the least
environmental load.

(®Reinforce the further progress of consolidated
management.

Quantitative Targets of the Jump 100 Plan for the Year Ending March 31, 2008

Consolidated Nonconsolidated
Ordinary income ¥17 billion ¥15 billion
Ratio of ordinary income to net sales 10% or more 10% or more
Equity ratio 50% or more 50% or more
Return on asset (Ratio of ordinary income to total assets) 7% or more 7% or more
Debt/equity ratio* 0.6 times or less 0.6 times or less
EBITDA/Net sales*™ 18% or more 18% or more

*Debt/equity =Hokuetsu Paper Mills Griup
**EBITDA/ =Hokuetsu Paper Mills Griup

Hokuetsu Paper Mills, Led. 5





