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Our Production Bases

B BEHC TN —F DAEFER I HED KT L DK60%
ZOLRKH B THLHHPE ., J OO ARIALE
LTHENEd. ShIZMEDOKRD LB - —EADRIHY -
HDSIZIEHR B CTH Y 2B O FR & 42 5 5 o
BATCHBERE L oTBET,

The production bases of the Hokuetsu Paper Mills
Group are located in the Kanto region and its
environs, which have the largest demand for paper
in Japan, accounting for about 60% of total
domestic demand. This brings great advantages
because we can promptly deliver products and
services, in response to our customers’ requests. It
also brings advantages when we collect used paper,
from which we make white paperboard.
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Niigata Mill

The Niigata Mill is one of the largest papermaking mills in Japan for
printing and communication paper. It is a flagship, which not only has an
integrated production system—from the manufacture of pulp to the
finished paper product—but also supplies pulp for other mills. The Niigata
Mill produces printing paper and white paperboard in a highly efficient
manner, using state-of-the-art facilities.
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Nagaoka Mill

The Nagaoka Mill, which is located in the birth place of the Company, is the
Company's flagship for specialty paper with various types of equipment that
can meet various user needs. The mill draws on the technical expertise of the
adjoining research center to employ the latest technologies in manufacturing
state-of-the-functional materials.
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Kanto Mill Ichikawa Factory

The Ichikawa Factory is the Company’s main production base for coated
white-lined boards made of used paper as the main raw material. It also
produces specialty printing paper. This factory, located in a city area,
places a high priority on the use of clean energy, which produces no
sulfur oxide.
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Kanto Mill Katsuta Factory

The Katsuta Factory is a flagship that produces cardboard from used
paper collected throughout the Kanto region. It also produces cast-
coated paper. This factory operates a power generation facility that uses
biomass fuel to reduce energy cost.

Kanto Mill Ichikawa Factory
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Hokuetsu Package Co., Ltd. Katsuta Mill

This runs Hokuetsu Paper Mill's downstream fields and operates in the paper-
processed product business. There are mills for liquid package cartons,
laminated paper, design packaging, business forms and related materials, as
well as functional materials inside the Kanto Mill Katsuta Factory site, that
have systems capable of integrated production covering everything from
paper to paper-processed products to meet customer needs.
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Hokuetsu Package Co., Ltd. Kanagawa Mill

This is a mill that started the manufacturing of design packaging from
2005. It produces functionally and aesthetically superior products to
meet customer needs, in the same way as the Katsuta Mill.

Hokuetsu Paper Mills, Ltd.
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Hokuetsu Paper Mills, Ltd.

Reconstruction Work on Nagaoka Mill
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K454 No. 4 papermaking machine at Nagaoka Mill

ESHICH EMIEANADEL 72, 47 MO BRI
20064E12 HX VA6 D 20074E2 AN ¥ 8 fis % B IR
FEIZ 25 W 2 MAE2 H2 D B i LS H XD 4 S iin
WZA-TBNET,

F PR O R IEZ L R A5 KOO B,
ATEL e B R E RSN - R T3, T —he
BoltB N THFIET L, AL—X~y b B
CEEEEANBAITTHIENTEEL .

GBI ORGSR & I KRR L« R AK 13
LLTBEMROZ K =—XIIBIR AT, 645
REZHRLTENE T,

On October 23, 2004, the Niigata Prefecture Chuetsu Earthquake
directly hit the Nagaoka Mill. The mill suffered serious damage
especially to its exterior walls and piping and the whole mill was
forced to halt operations. However, we did our best to carry out
reconstruction work despite the extremely difficult conditions,
and we managed to bring all machines back into operation in
about a week.

However, the buildings of the Nagaoka Mill, which was
constructed around 1930, were severely damaged to the extent
that they needed various reinforcements to improve their quake
resistance. Accordingly, we decided to reconstruct our entire
papermaking facilities in view of the future development of
Nagaoka Mill, instead of just adding quake-resistant measures to
the buildings, and construction work began in June 2005.

This reconstruction consisted of three major parts, namely
constructing a new papermaking building with excellent quake-
resistance, relocating the existing No. 2 and No. 4 papermaking
machines thereto, and thoroughly revamping the No. 1
papermaking machine to increase our production capacity;
conducting repair work to increase the quake-resistance,
restoring the damaged parts of the building housing the No. 3
papermaking machine; and renewing various pieces of utility
equipment associated with the relocation work.

We conducted the reconstruction in such a way that we could
make a test-run and inaugurate the new machine without
disrupting the commercial operations of the other machines,
which was a new experience for the Company. To do this, we
carried out reconstruction based on an elaborate production and
inventory plan prepared in advance, in order to avoid
inconveniencing our customers.

o

- IiTWJIJ‘%/-Nagaoka Mill

By the end of 2005, we had relocated the truck yard,
warehouse, and other existing facilities at the site of the new
papermaking building and newly built a welfare building and an
office building.

In 2006, we began construction work to build a new
papermaking building, water supply facility, and other buildings,
and we started installing the new No. 1 papermaking machine in
September. The new machine came into commercial operation
in March 2007. The relocation of the No. 4 papermaking
machine began in December 2006 and the machine started its
commercial operations in February 2007. Simultaneously, we
relocated the No. 2 papermaking machine in February and its
commercial operations began in March of the same year.

We executed the stages of the reconstruction work one after
the other in such a manner that we were able to have the test
run of the new papermaking machine overlap with the relocation
of the existing machines followed by their test runs. We
completed this work without any serious problems thanks to the
efforts of all the mill workers. The start-up of the machines and
the transition to their commercial operations went quite
smoothly. Now, Nagaoka Mill will proceed to the next stage to
satisfy the diversified needs of our customers as a specialty
papermaking mill by maximizing the effects of this
reconstruction.

Hokuetsu Paper Mills, Ltd.
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Hokuetsu Paper Mills, Ltd.

Topics of the Niigata Mill
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We revamped the papermaking machines for the production of
printing paper at Niigata Mill to improve the product quality
required by the market and to meet increasing demand. We
revamped the coater at the No. 3 papermaking machine, which
mainly produces light coated paper, aiming to improve the finish
of the printing surface, and as a result we achieved a significant
improvement in quality. We started to use our machines to
produce new types of products as well. We revamped the press
part and dryer part of the No. 7 papermaking machine, which
mainly produces lightweight coated paper, while simultaneously
making it possible to increase production and reduce costs.

In December, we enhanced our pulp production facilities and
utility facilities in preparation for an increase in their usage from
the inauguration of the new coated paper making machine (N9).
In February 2007, we began commercial operations of the
biomass power generator facility (incineration facility). We
expect the amount of paper mill sludge, generated when
processing items such as recycled waste paper, and scrap wood,
to increase after the N9 machine starts up, and by using these as
a fuel instead of heavy oil we plan to reduce our energy costs
and cut back on carbon dioxide emissions.

The construction of the papermaking machine (N9) itself is
proceeding in an orderly fashion and we are making all kinds of
preparations for its start-up by the end of 2008.
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Topics of the Kanto Mill
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JB 234+ 2R 45— Biomass boilers power generation plant at Katsuta Factory

At the Ichikawa Factory of the Kanto Mill, we enhanced the dryer
for the No. 4 papermaking machine in June 2006 and did the
same to the No. 5 papermaking machine in June 2007. By
increasing the dryer capacities, we managed to increase the
papermaking speed and our production capacity of white
paperboard increased.

At the Katsuta Factory, we started commercial operations of a
biomass power generation plant that uses woody fuel in
September 2006. The plant uses the paper mill sludge generated
by processing the recycled waste paper at the factory, together
with the wood chips of scrap wood and thin wood supplied from
the neighboring areas. This not only helps to secure our income
through sales of surplus electricity, but contributes to the
prevention of global warming by lowering carbon dioxide
emissions and reduces our energy costs by increasing the
percentage of in-house generated power as well. Concerning
the energy cost, in particular, since we discontinued the use of
heavy oil we can ignore the effects of any price hike in heavy oil
and we expect to see significant cost improvements in the future.

Hokuetsu Paper Mills, Ltd.
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SO -ABHEHORBFBROERE Diagram of the relationship between corporate organizations and internal control
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7. Kiyoshi Tamura
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