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N9 Facility Concept
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On-line coated process

faf& product class -
A2V Y (U YE) A2 mat (umat)
A3Y vk (a~wh) A3 mat (amat)

On-line coated process

faf& product class -
A2V Y (U YE) A2 mat (umat)
A3Y vk (a~¥wh) A3 mat (amat)

On-line coated process
+ super calender
& product class -

A3 (Hi-a) A3 Hi-a)

Twenty years of our on-machine coater product
development

Off-line process (super calender)

miE product class :
A2Td—bk(ud—b2RFAR) A2 coat (p Coat Neos)
A33d—bk (Hi-a) A3 coat (Hi-a)

With the completion of the N9 machine at the Niigata
Mill, we will have four on-machine coaters at the same
mill, which will enable us to more reliably guarantee
quality by ensuring that we use the same type of
material and papermaking machines in the same mill.
To meet user demands that will diversify more and
more, we will flexibly make optimum responses to
satisfy various quality and delivery conditions using
these four on-machine coaters, and establish a
production and sales structure that has excess capacity.

eFacility outline of the new papermaking machine
Type of paper to be produced: Lightweight coated paper
Papermaking/coating type:  On-machine coater

Wire width: 10m

Output capacity: 350,000 tons a year
Start of operation: End of 2008

Investment: ¥55 billion

Facility concept of the new
papermaking machine

eHigher quality

With high-quality and high-grade coated paper, we will
conduct production and sales activities that conform to
orders received, in the same way as we proposed an A3
coated paper featuring excellent durability and
workability with N6, and an A3 mat paper highly
suitable for printing with N8, in the past.

*Fully on-line production

Fully on-line production from the manufacturing of the
base paper to coating and making paper glossy on
calendars.

eFaster and wider

The wire is 10 meters wide. With an annual output
capacity of 350,000 tons, our papermaking machine is
internationally competitive.

eHarmony with the environment

Paper to be manufactured by the new facility will be
made from supervised afforestation wood chips
utilizing biomass energy that will be generated by both
the existing No. 8 boiler and the sludge incinerator,
which is currently under construction, aiming for
harmony with the environment.

Hokuetsu Paper Mills, Ltd.
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I Biomass boiler at Niigata Mill

Utilization of Biomass Power

Utilization of timber resin

While fossil resources such as petroleum and coal are
limited, biomass including wood from trees planted in
afforestation projects, can be repeatedly used as long
as an amount equivalent to the wood used is
reacquired through afforestation. Timber resin, which
is produced when fiber is removed from wood chips
during the pulp manufacturing process, is biomass that
mainly consists of resin. Utilizing timber resin not only
helps reduce costs by reducing the use of heavy oil, but
also lightens the environmental impact. We make
paper pulp by utilizing eucalyptus and acacia trees
planted on uncultivated land in cooperation with
people involved in forestry around the world, because
by doing so, we can reduce our dependence on fossil
fuels as much as possible and effectively utilize biomass
power generation. You could say that we are making
paper using biomass energy.

The Company’s Niigata Mill makes the most of
biomass power generation by using timber resin to fuel
boilers. The new biomass power generation boiler
(8RB), which was completed in 2005 at the Niigata
Mill, has a turbine with an output capacity of 85,000
kW. It is the largest biomass power generator facility
using timber resin in Japan. When combined with the
existing boilers, the total power generating capacity
exceeds 140,000 kW. The new biomass power
generator facility makes it possible to reduce the need
for heavy oil by 30,000 kI per year and cut carbon
dioxide emissions by 72,000 tons per year. The Niigata
Mill obtains 70% of the energy it needs by biomass
power generation. The amount of timber resin we use
accounts for 7% of the total amount used by the
Japanese paper and pulp industry, one of the largest
ratios in the industry.

BSETHEED
NAFTRKRALF—
Biomass boiler at
Katsuta Factory

Biomass power generator facility at
Kanto Mill Katsuta Factory

A biomass power generation boiler, mainly fueled by
construction scrap wood and lumber acquired by
thinning forests, which are both collected from the
surrounding regions, came on-stream at the Company'’s
Kanto Mill Katsuta Factory in July 2006. This biomass
boiler is aimed at reducing energy costs by improving
the ratio of in-house power generation, securing
earnings from sale of surplus electricity and turning
sludge generated when used paper is processed at mills
into fuel, as well as slashing carbon dioxide emissions.

This boiler is one of the largest biomass boilers in
Japan. It uses about 520 tons of biomass per day and
boasts a power generating capacity of 41,000 kW. Of
this generated power, about half is used within the
mill, with the remainder being sold to outside
concerns. The boiler also supplies steam used to dry
paper at the mill. We put the emphasis on
environmental issues, since the land surrounding the
mill is residential land. We have built external walls to
provide soundproofing and to minimize any change to
the landscape, and enhanced purification of exhaust
gas by removing SOx, NOx, soot and dust inside
furnaces.

The Katsuta Factory previously used about 28,000 kI
of heavy oil per year. The new boiler is expected to
boost earnings by ¥1.5 billion per year through shifting
to biomass fuel and selling electricity. It will also reduce
carbon dioxide emissions by 27,000 tons a year, or
30% of the total emissions of the Katsuta Factory.

RERGF

Wooden fuel

Hokuetsu Paper Mills, Ltd.
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g Loading chips

Newly-built chip ships put into commission

Two new ships were completed at Oshima Shipbuilding
Co., Ltd. in Nagasaki Prefecture and added to the fleet
of ships used exclusively for chips with which the
Company has contracts: HOKUETSU ACE Il in
September 2005 and HOKUETSU HOPE Il in January
2006.

The two ships are among the largest chip-only ships
used by the Company. With a hold capacity of
3,850,000 cubic feet, they can be loaded with about
50,000 tons of chips.

During its maiden voyage, HOKUETSU ACE Il was
loaded with about 46,000 tons of acacia chips at Rio
Grande Port in Brazil and arrived at Niigata Higashi Port
for the first time in December 2005. HOKUETSU HOPE I
was loaded with some 37,000 tons of acacia and
eucalyptus chips at Port of Richards Bay in South Africa
during its maiden voyage and arrived at Niigata Higashi
Port for the first time in March 2006.

With these two ships put into commission, the
number of chip-only ships under long-term contracts
with the Company stands at nine. Of chips used at the
Niigata Mill, about 94% are imported from overseas.

FBRTHBOF /NN T <
New pulp machine at Niigata Mill

New pulp machine completed

In July 2005, the Niigata Mill of Hokuetsu Paper Mills,
Ltd. completed construction of a new pulp machine to
add to the existing one, so that it will not miss any
chances to produce pulp and be able to cope with
violent fluctuations in the amount of pulp used daily.
This pulp machine is used to turn pulp, which is
produced at the pulp plant of the Niigata Mill, into
sheets when the amount of pulp used by papermaking
machines is small. Pulp sheets made at the Niigata Mill
will not only be used when the amount of pulp used at
the mill is large but also transported to and used by
other mills of the Company. As a result, we will have a
structure in which pulp will be produced efficiently and
steadily without being affected by the amount of pulp
used by the papermaking machines at the Niigata Mill,
and be able to cope with an increase in the amount of
use in the future.

The new pulp machine, one of the largest such
machines in Japan, has a trim of 3.9 meters and a daily
output capacity of 450 tons, 50% larger than the
existing facility. It also reduces labor by automatically
putting the pulp product into bags. The new pulp
machine is a state-of-the-art facility that supports the
corporate base of Hokuetsu Paper Mills.

L} R

FBTIBOHINN T
New pulp machine at Niigata Mill

Hokuetsu Paper Mills, Ltd.
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Items produced: specialty paper

Production equipment:

6 papermaking machines for specialty paper

1 embosser, 1 super calendar, 1 slitter and 1 bobbin slitter
1 multi-functional impregnation coating machine (MSM)
2 functional paper machines

3 hard fiberboard manufacturing machines
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Niigata Mill

Nagaoka Mill and Research Laboratory
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Hokuetsu Package Co., Ltd. Kanagawa Mill
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Items produced: packaging

Production equipment: 3 printing machines,

5 punching machines and

5 molding machines
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Items produced: printing paper and white paperboard

8 Production equipment:

3 wood-free paper, wood-containing paper and
slight-weight coated papermaking machines

3 coated papermaking machines

1 white paperboard-making machine

Craft pulp manufacturing plant
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Items produced: white paperboard
Production equipment:

1 white paperboard-making machine
2 cast-coaters
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Kanto Mill Katsuta Factory
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Kanto Mill Ichikawa Factory
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Items produced: white paperboard and specialty paper
Production equipment:

2 white paperboard-making machines

28
18

1 specialty papermaking machine

Hokuetsu Paper Mills, Ltd.

Hokuetsu Package Co., Ltd. Katsuta Mill
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Items produced: milk cartons, laminated paper, packaging, business forms and
related materials and various types of functional coating products

Production equipment:

Milk cartons (3 offset printing machines, 3 photogravure printing machines and
6 molding machines)

Laminated paper (1 extrusion laminator, 1 wet laminator)

Packaging (2 printing machines, 4 punching machines and 13 molding
machines)

Business forms (4 printing machines and 3 collating machines)

Various types of functional coating products (3 coaters and 4 bobbin slitters)

JEBRBK 7N —TZEEBEF N 2RO, B DL BELLTHRNW AR ELZEI L0, FAERTITHEEEZLT
BOET ARSI —ANV LY FoFRIEREL2ERGEH 2TV, B A—A—LEF TR S REEB 2L T8
FIN A=A —D Rz T RERFEEZERZTEVE T,

Hokuetsu Paper Mills Group invests in its production bases in a bid to enhance its international competitiveness
and realize sustainable growth as an attractive corporation.

We believe that to carry out customer-oriented sales activities and establish a corporate base that enables us to
vie with overseas makers is a role domestic makers should fulfill.

Niigata Mill
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We will proactively invest in the Niigata Mill, which is a flagship of the
Company and one of the largest printing and communication paper
plants in Japan. The No. 8 recovery boiler came on-stream last year. We
have remodeled papermaking machines and boosted output of Kraft pulp
(KP) this year. We will install a biomass generator facility in 2007. We
will complete construction of a new machine, our fourth on-machine
coater N9 machine, at the end of 2008.

Nagaoka Mill
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The Nagaoka Mill was damaged by the Chuetsu Earthquake, which occurred
in 2004 in Niigata Prefecture. The mill is currently operating, and the aim is to
complete the reconstruction work, which is presently under way, in 2007.

We completed construction of a new building of the Research Laboratory in
2005. This year it will make a fresh start as a specialty paper mill that has
excellent safety and efficiency once work to change its boiler fuel to gas has
been completed.

Kanto Mill Ichikawa Factory
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At the Ichikawa Factory, we will reinforce the dryer part of the No. 4
machine this year, following the remodeling of the No. 5 machine in
2003. With this reinforcement work, we will boost the output of coated
white-lined boards, for which we boast a large market share, and improve
their quality.

Kanto Mill Katsuta Factory
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A biomass generator facility will start operations at the Katsuta Factory
this year. As a result, we will not only be able to better cope with
environmental issues and reduce energy costs but also sell electricity to
outside concerns and thus contribute to earnings. We also plan to
improve efficiency and expand production to new types of paper by
transferring production of cast-coated paper from the Ichikawa Factory to
the Katsuta Factory.

Hokuetsu Package Co., Ltd. Katsuta Mill
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Hokuetsu Package Co., Ltd. Katsuta Mill is the main plant of the paper
processing business. We will install a wet laminator to reinforce the
laminate category this year. The reinforcement will make it easier to
process functional and high-quality paper.

Hokuetsu Package Co., Ltd. Kanagawa Mill
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Installed a seal-applying machine at the Kanagawa Mill, which
manufactures paper containers, since demand for paper lunch boxes is
increasing as a substitute for plastic containers due to growing
awareness about the environment and a surge in crude oil prices.

Hokuetsu Paper Mills, Ltd.
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Subsidiaries and Affiliates
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B Consolidated subsidiaries

Hokuetsu Package Co., Ltd.
Furukawa Chiyoda Bldg. 7F, 15-9, Uchikanda 2-chome,
Chiyoda-ku, Tokyo 101-0047

Manufacturing and sale of paper containers including milk cartons and packaging, and
paper processing products such as laminated paper, business forms and related
materials; Environmental business development

Hokuetsu Engineering Co., Ltd.
At Hokuetsu Paper Mills, Ltd., 57, Enoki-machi, Niigata, Niigata 950-0881

Manufacturing and sale of industrial machinery, electric instrumentation construction,
and design and construction of civil engineering and buildings

Hokuetsu Trading Corporation
Kanda NA Bldg. 4F, 5-4, Kaji-machi 1-chome, Chiyoda-ku, Tokyo 101-0044

Real estate and nonlife insurance agency businesses; Management of driving school

Hokuetsu Kami Seisen Co., Ltd.
At Hokuetsu Paper Mills, Ltd., 57, Enoki-machi, Niigata, Niigata 950-0881
Cutting, selecting, packing and loading/unloading of the Company’s products

Katsuta Kami Seisen Co., Ltd.
At Hokuetsu Paper Mills, Ltd., 1760, Takaba, Hitachinaka, Ibaraki 312-0062

Cutting, selecting, packing and loading/unloading of the Company’s products

Hokuetsu Logistics Co., Ltd.
3-2-2, Hongoku-cho, Nihonbashi, Chuo-ku, Tokyo 103-0021

Transportation and warehousing of products, mainly of the Company

Hokuetsu Suiun Co., Ltd.*
560-11, Shimokido, Niigata, Niigata 950-0885

Transportation of the Company’s products

Techno-Hokuetsu, Ltd.
At Hokuetsu Paper Mills, Ltd., 57, Enoki-machi, Niigata, Niigata 950-0811

Paper and pulp manufacturing work, industrial-waste water purification processing and
waste disposal, etc.

Keiyo Shigen Center Co., Ltd.
14-1, Shiohama 3-chome, Ichikawa, Chiba 272-0127

Purchasing and selling of used paper

Hokuetsu Forest Co., Ltd.
1529, Aza-Shimohira Yamako, Oaza-Sakamoto, Aizu Sakashita-machi,
Kawanuma-gun, Fukushima 969-6586

Production and sale of gardening afforestation materials including wood chips, wood
products, bark compost and sawdust for mushroom cultivation

*Hokuetsu Suiun Co., Ltd. was newly established on April 1, 2004.

M Affiliate companies accounted
for under equity method

Marudai Shigyo Co., Ltd.
Takehashi 3-3 Bldg., 3-3, Kanda Nishiki-machi, Chiyoda-ku,
Tokyo 101-0054

Processing and buying/selling of various types of paper and chemically synthesized
products

Nikkan Co., Ltd.
5-1, Nishizao 3-chome, Nagaoka, Niigata 940-0027

Manufacturing and sale of paper, stationery and chemicals, surface coating and sale of
non-woven fabric and films

Hokuetsu Kyouritsu Co., Ltd.
251-1, Aza-Maedori, Nigorigawa, Niigata, Niigata 950-3131

Manufacturing, repair and sale of pallets, etc.

Arakai Chip Co., Ltd.
1205, Aza-Dobashi, Oaza-Kawashima, Tajima-machi, Minamiaizu-gun,
Fukushima 967-0012

Manufacturing of wood chips

Niigata PCC Co., Ltd.
2-3, Kamiose-machi, Niigata, Niigata 950-0063

Manufacturing and sale of filler for papermaking

Staff Saito Co., Ltd.*
2-55, Zao 3-chome, Nagaoka, Niigata 940-0028

In-house logistics, transportation of products and environmental maintenance at the
Nagaoka Mill

*Staff Saito Co., Ltd. became an affiliate as a result of the stock acquisition in August 2004.

Hokuetsu Paper Mills, Ltd. 19
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AU i A3 AR Senior Managing Director Ka‘ZUhOI’I HOS.OI
O FH o Hiroshi Ohno Michio Tsuchida
R B WA Managing Directors Standing Corporate Auditors
C3 SRI R R Masaaki Hattori Masao Tsuchikawa
I +H Takashi Adachi Fumiyoshi Tsuchida
A .
A IER - Kazuo FUJlta . Corporate Auditors
TR L Rl 5 Masaaki Suzuki Toshiji Sato
WH % Norihiko Shimokoshi Kazuo Uchida
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