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Under V-10, the Hokuetsu Paper Mills Group aims to become a papermaking company with comprehensive

international competitiveness in terms of quality, environmental protection, and costs. To this end, we will

steadily carry out various measures to increase our corporate value, including expansion of the printing

paper business by making the N9 operations one of the pillars of our business activities as soon as possible,

optimizing utilization of human resources, and thorough implementation of compliance. We aim to become

a paper manufacturer that is attractive to all stakeholders.

Period of the Plan 3 years from April 1, 2008, to March 31, 2011
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1. Achievement of investment purposes

@ Stable operations of N9 at an early stage
(Realization of high quality, low costs, and ability to respond to
the international market)

® Reinforcement of the white paperboard and specialty paper
operations in terms of profits

2. Promotion of balanced environmental
management and internationalization

® Promotion of balanced environmental management
that considers resource conservation, effective use of energy,
reduction of CO2, forestation, use of wastepaper, etc.

® Promotion of internationalization to procure raw materials,
sell products through business alliances, etc.

Management Objectives (for fiscal 2010)

. Training and optimized utilization of human
resources

Rearrangement into a flexible and agile organization

that can respond to changes within and outside the Company
Training of personnel that includes training in other industries
and overseas, and the acceleration of personnel exchanges
Training of next-generation officers and employees and
optimized utilization of human resources

. Enhancement of management foundations

Improvement of operational efficiency through the
establishment of the Nagaoka Specialty Paper Division and
the reformation of organizations

Strengthening and deepening of consolidated management
True understanding and firm establishment of compliance,
internal control, etc.
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Hokuetsu Paper Mills, Ltd.

Net sales (Billions of yen) 230
Ordinary income (Billions of yen) 15
Ordinary income to net sales ratio 6.5% or more
EBITDA (Billions of yen) 36
ROA 5.0% or more

207

12.8

6.2% or more

32
EBITDA:

5.0% or more Ordinary income + interest expenses

+ depreciation and amortization

Hokuetsu Paper Mills, Ltd.

1



12

No. 9 Papermaking Machine at the Niigata Mill
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Hokuetsu Paper Mills, Ltd.
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B 9 TP HEE ) — v /No. 9 papermaking machine reel

Wt EREEESHTE  Changes in production output of Hokuetsu Paper Mills

Bt White paperboard

FimLis #>3—4%—< 2> On-machine coaters at Niigata mill
BEFER Date of start-up

654 19864 78 No. 6 papermaking machine Jul. 1986
754 19904 78 No. 7 papermaking machine Jul. 1990
854 19984 78 No. 8 papermaking machine Jul. 1998
95# 20084 98 No. 9 papermaking machine Sept. 2008
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The No. 9 papermaking machine at the Niigata Mill (commonly
called “N9"), which is the largest such machine in Japan, began
operations in September 2008 and produces 350,000 tons of
communication paper per year. Along with the start of operations
of N9, the Company constructed and enlarged various related
facilities, including expansion of the chip yard at Niigata Higashi
Port, establishment of a truck dumper at the chip yard within the
mill, and installation of indoor chip storage facilities. We also
increased production of pulp as the raw material and upgraded
the wastewater treatment capability.

After pile driving in March 2007, work for N9 lasted for 15
months. A total of 350,000 workers were involved in the
construction of the machine, with the number of workers peaking
at a total of over 1,800 a day. Fortunately, there were no major
troubles such as accidents or complaints during the period, and
we were able to finish the work as planned.

N9, with a total length of 264 meters and a wire width of 10.7
meters, can manufacture paper at a speed of 1,600 meters per
minute, or about 100 kilometers per hour, making it Japan's
largest ultrahigh speed machine. N9 produces lightweight coated
paper, a typical coated paper of mainly 60.2-69.9 grams per
square meter—a key product for the Company. With the
establishment of N9, the Company now has four on-machine
coaters at the Niigata Mill. As a result, we can now manufacture a
wide variety of paper types and have a system for assuring stable
quality. The Niigata Mill, which can produce 1.0 million tons of
coated paper per year, further reinforces our position as Japan’s
largest producer of communication paper.

The Company will implement various managerial measures

JERTHE Non-coated paper I ZET# Coated paper

(k) (tons)

HeORRHT
Production volume

2007 2010 GGt
(projected)

concerning facilities, costs, quality, and environmental protection.
This will result in the Company further increasing international
competitiveness, and leading the wave of internationalization, an
issue facing the Japanese paper and pulp industry, through the
expansion of exports to overseas markets and the OEM business.

We will take on challenges in order to respond to the
increasingly diverse needs of our users, under the Group’s
catchphrase, “N9—*Fired up... go! Shape our future for the global
market!”

i .
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FrH T A% 15— /No. 9 papermaking machine winder

Hokuetsu Paper Mills, Ltd.
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In-house Production of Wet Ground
Calcium Carbonate

Niigata GCC Co., Ltd., a joint venture with Imerys Minerals Japan
K.K. situated next to the Niigata Mill, has begun in-house
production of wet ground calcium carbonate (WGCC), one of the
major agents used for glossy products such as coated paper and
coated paperboard. Niigata GCC is one of the largest such plants
in Japan. With this in-house production, the Group can expect

stable procurement, cuts in logistics costs, and reduction of CO2
emissions.

This in-house production, in response to the increase in
production of coated paper following the start of N9 operations,
enables the Group to obtain almost all necessary amounts of
WGCC in-house.
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Hokuetsu Paper Mills, Ltd.

Establishment of Loading Equipment in
No. 2 Chip Yard at Niigata Higashi Port
To increase pulp production and stably combine tree types in
response to N9 operations, the Group established automatic chip
loading equipment in the open-air storage area (No. 2 Chip Yard),
adjacent to the present Niigata Higashi Port Chip Yard. This
increased the maximum stock capacity by 30% to 144,000BDT,
and reduced costs for transporting chips from the No. 1 yard to
the No. 2 yard. It also reinforced the chip transport capacity of
existing facilities, which is expected to cut demurrage.
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New automatic blanking cutting machine

Facility Expansion at
Hokuetsu Package Co., Ltd.

In January 2008, Hokuetsu Package Co., Ltd.’s Katsuta Mill
installed a new printing machine and a new automatic blanking
cutting machine, which is used to cut out patterns of products
from printed paper.

The new printing machine, which was introduced to replace an
obsolete machine, is expected to provide efficient, high-quality,
multi-color printing. Featuring seven-color printing, compared
with five-color for the old machine, and fewer printing processes,
the new machine is equipped with a UV coater and inspection
equipment. With the new machine linked to the manufacturing
execution system, which can constantly analyze the state of
production, and the color management system, the mill can now
manufacture high-grade packages that are otherwise difficult to
make. Currently, container materials are increasingly shifting from
plastics to paper. In response, we enhanced production capacity
for paper containers so that we can meet the projected growing
demand.

Meanwhile, the new automatic blanking cutting machine
focuses not only on enabling efficient production process, but also
on hygiene. Manual operations in the production process are
reduced to the greatest extent possible. With the introduction of
the new printing machine and the automatic blanking cutting
machine, the mill now can reliably produce food packages and
other products that require higher quality than ever.

Hokuetsu Paper Mills, Ltd.
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Hokuetsu Paper Mills, Ltd.
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New Chip Ships

Now that N9 has begun operations, use of chips is expected to
increase. To cope with this, the Company planned to build two
chip ships, the “HOKUETSU USHAKA" and the “HOKUETSU IBIS."”
Construction of the two ships was completed on March 26 and
April 23, respectively, at Ohshima Shipbuilding Co., Ltd. in Saikai
City, Nagasaki Prefecture, and they have begun sailing. Each ship
can transport approximately 60,000 tons of chips, with the sum for
both equal to the amount used by the Niigata Mill in about one
week. They are the largest and most cost-competitive chip ships.
Including these two ships, the Company now operates 10 chip
ships.

The "USHAKA" of “HOKUETSU USHAKA,” which went into
service first, means “courageous warrior” in South Africa’s Zulu
language. As a result of soliciting a name from parties concerned
in South Africa and the Company employees, we adopted this
name, which was suggested by of an employee of the South Africa
chip plant. This ship is expected to transport chips over the next 17
years, mainly on the South African Route. Meanwhile, the “IBIS”
of “HOKUETSU IBIS” refers to the Japanese crested ibis, with which
Niigata Prefecture has a close connection.

In addition, the 11th chip ship, “NINE FRONTIER,"” which is
almost the same size as the two ships mentioned above, went into
service in September 2008. This ship was named in the spirit of
developing sales routes that is expected of the No. 9 papermaking
machine at the Niigata Mill, which started operations in the same
month.

These three ships are all expected to be major arteries of the
Company for the transportation of chips.
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Wt SR KD A R EH/Place of origin of wood feedstock
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Place of Origin of Hokuetsu Paper’s
Wood Feedstock

Lumber chips that the Company uses as paper materials are 95%
wood feedstock imported from overseas. The remaining 5% is
from domestic forests managed by villages (known as Satoyama in
Japanese, they are a part of the rural landscape that has been
developed from centuries of agricultural use). Chips imported
from foreign countries are all from sustainable planted forests,
which are planted, grown, and cut down under a planned
plantation rotation—these include acacia and eucalyptus trees,
grown in barren or pastoral areas. Wood cut down there is
chipped at local chip plants, and transported by the Company’s 11
specialized vessels to the Niigata Higashi Port. Domestically, the
Company has a continual, planned cycle of growing and felling,
and also uses coppicing, a method of woodland management in
which broadleaf tree stems are cut down, and many new shoots
will emerge. The Company thus contributes to the appropriate
circulation and maintenance of mountain forests.
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Corporate Governance
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As of April 16, 2008, Internal Audit Office was reorganized into Internal Control Audit Office.
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Hokuetsu Paper Mills, Ltd.

Concern for a long-lasting and stable growth of corporate value is
the first priority of the Company’s management. To that end, we
consider it necessary to establish an appropriate corporate
governance system. We believe better corporate governance can be
achieved through honest corporate activities that stress compliance
and transparent decision-making. This is why our Group’s corporate
philosophy, “Hokuetsu Paper Mills Corporate Philosophy,” holds up
“The Group shall be trusted by customers, shareholders, business
partners, and local communities with its fair corporate activities, in
compliance with laws and regulations” as its number one rule.

To systematically guarantee compliance, on April 1, 2008, the
Company created the position of Chief Compliance Officer under
the direct control of the President in accordance with the
Hokuetsu Paper Mills Group Compliance Rules. Under this
framework, we are striving to thoroughly implement compliance
through company-wide efforts, and these practices are reviewed
at monthly compliance officer meetings. We have also set up a
Compliance Hotline — an internal and external contact point for
employees of all Group companies who want to consult about any
compliance-related concerns, as well as established procedures for

protecting those employees.

Board of Directors and Corporate Auditors
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Hokuetsu Paper Mills, Ltd
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Corporate Philosophy
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1 The Group shall be trusted by customers, shareholders,

business partners, and local communities with its fair
corporate activities, in compliance with laws and
regulations.

2 The Group shall supply quality products and services in
response to customers' requests.

3 The Group shall endeavor to create a cheerful and flexible

corporate culture that serves to nurture further creativity
and a challenging spirit, through mutual trust between
labor and management.

4 The Group shall achieve sustainable growth by promoting
management with emphasis on protecting the
environment.

20 Hokuetsu Paper Mills, Ltd.





