2005F3R 8 —FEOIHE

Hokuetsu Paper Mills, Ltd.
Annual Report

2005

Year Ended March 31, 2005

G B AR PR IN =71




7a74—)v
Profile

19074E., JLB AR R S, BURBE S L LT s T L 72, M. TR, BOK.
RO BE 2 NS, SORFLOREZHB LTS, Hilfo k&M, 242 71—0
VWL, ZORENRBICBOTAIVDRSHICELZ T, Abid. BEEIL ST
IRV 2 THOTBI T4, T2, FEOMRME, IO Eo72DIid, 29 Eh
BNkl TBVET, SOITILBERIE. HARRLEROREZ B L ERBREORAEIIE D,
Fiz 2l A R ICEMRT 2 R THN e EZTBVE T,

Hokuetsu Paper Mills, Ltd. 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. Renowned 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 21st century society as a

corporate entity by protecting the global environment through resource preservation and

afforestation.
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[Notes on the projections]

The future projections described in this annual report have been calculated
based on the judgments and assumptions made from industry trends, customer
situations and other information currently obtainable, and these projections
may vary in the future due to uncertainties inherent in the projections or
changes in the internal and external situations of future business operations.
The Company does not guarantee these projections.
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Year ended March 31

\hH TREV ()
(Faifia?) ik ()
Millions of yen ’I&‘)Sﬁlii%\tﬁ(lia(r)i
e onts % change (e has
SaHEEE For the year
7% b Net sales ¥151,205 ¥ 147,579 2.5% $ 1,407,737
AR Operating income 12,909 13,194 222 120,184
Rew s Ordinary income 12,548 12,468 0.6 116,827
2L JIHEA 2 Net income 6,959 6,451 7.9 64,789
ROE Return on equity 6.7% 6.6% 0.1 points 6.7%
%720 Per share data
A U 2k Net income ¥41.92 ¥ 38.81 8.0% $0.39
i 2 4> Cash dividends 12.00 10.00 20.0 0.11
SaHEEE R . At year-end
W Total assets ¥ 221,438 ¥ 224,956 A1.6% $ 2,061,611
BALE Shareholders' equity 107,212 101,801 B} 998,155

AL DR BVEAHIE, BEEL 120054E3 H31 HBUED HUtAHEZ Bl 35 T O P00k Fv=107 41 CIE LTV E 5o

Notes: U.S. dollar amounts are converted from Japanese yen for convenience only, at the rate of ¥107.41 to U.S.$1.00, the approximate exchange rate prevailing on March 31, 2005.
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Paper processing business

FEEm Main Products

EEPIE  Business Overview

j%’*lﬁ, __________ Printingpaper PR AR B 7V =T oL HETH VT, Printing paper is the core operation of Hokuetsu Paper Mill’s
I — i Coated paper ZOE RO T THIRADEED DR - 15 Group. The (%rou.p concentrates on it.s busim.ass with printing
PR THE Light weight coated paper @557 (E5F wilions of yen) JIRED U A B A S S TR L e 2 communication gaper’}‘:’hmh}:? in éhe}‘:}gl‘:est de}flnand ;’)f all
R Wood free paper Sales HHIA—MHUTTEN L VIR ER 2R L THYE 5 printing paper. The Group has achieved a high growth rate by
) ° giving especially high priority to coated paper, which has a fast-
PR Ground wood (medium grade) paper 129 395 132,152 growing demand.
124,936 '

757*!5-(1!&; ~ White paperboard BN =T PMIZERTE2N DY T 2 FoRE The Company’s white paperboard boasts the No.2 share in the
F—FEAF Art post W7 500 G ZOMEIE v — 13 bE LY. W industry and is a stable prpduct field. Its pr.oduct lineup can
RS Hi-quality white paperboard FIR o R . TS 3 2 i RS B IS 2 suP}:o:it allt]t)os&blebll{sest,. 1nclud(1ing packagdln%, coqlmermal
HEk IRE Specialty white paperboard CXBEITA Y Fy T LCEDEF printed matters, publications and processed stencils.
I—FEHR—V Coated white lined board
,!E;,*lﬁf L ,SE‘EC,'"E'TX paper ANEY T % SRR A DI T @ 2 4 SRR S The Company has selected and diversified products in the field
JgNELE IT-related materials BOWC, R =—R2%E L. WL 2 b5 of specialty paper that has small lots, various other products and
LSRRG Industrial paper BRI ELTEYE T, — A SE o B A high added-va!ue products that closely match customer needs.
i Communication paper . & 1) A o Not to be restricted by the concept of general paper, the
FHL Desi 2003/3  2004/3  2005/3 SHNT, FHKTHO7) =V =MD NBHTA Company supplies “functional materials,” including glass fiber

esign paper MIME 74 V5 — R BHEALERE W L LCIEHS T W A 18 filters that are used in clean rooms in semiconductor plants, and
A BEE M Mixed materials for molding IREME DG THM S [RERE M | 2L TBYE T, mixed materials with resin and paper that have been attracting
Fr AT MK Cast-coated paper attention as environmentally-friendly products.

SWoh—rr

Milk cartons
S=%—b

Laminated paper

FHAL VI =T

BRI &

Paper containers for
various types of liquid

7 3% — b IILHE

Laminated paper

i — XA ALRERT

.ﬁJ:E (B Millions of yen)
Sales
11,754 12,409

FN T B EZ TR Sy r —Y (BR) o5 LT o
PRELEDDLOBINI A= THY. B &
PL—HEYF4—I1CX D B H I, RECRELA
RS AF AT EDEILZ K -THEY T3,
B LI E LC20044E 25 8 3 % IR o 72 BEREVEA B
B DT A= MR E ORI LY K Ria—T40 7

Milk cartons account for half of the net sales of Hokuetsu Package
Co., Ltd. which operates in the paper processing business. The
Company aims to distinguish itself from other companies by using its
advanced technology, quality management through traceability, and
its transport and packing system that is kind to the environment. The
functional materials section, which started as a new field in 2004,
manufactures various types of coating products and develops and

T DBE NS B Y R E T >TBIE T, supﬁ)orlts prorlqﬁcti, b.y incorﬁorgting thf? existing laminf}tion 1
S TN SIS Y P " - technology. The design packaging section operates an internal two-
avut /1; =y Ljol:"‘ﬂi‘ o5 FH L85 A1 L85 mill system at the Katsuta Mill and Kanagawa Mill, and carries out a
EDLLHAMT, 74> O AW & BEAEYE - FpEtE range of functions—from the design planning to the manufacture of

CERZZEHERELTBIET. EVARATH—A, functionally and aesthetically superior products. As for business

e HRRREYE 2 — 74 > 7l

o bRt 8 2 17)
Composition of sales ] /o

Functional materials

R
Environmentally-
friendly products

Various types of functional
coating products

10,864
Design packaging  Food containers, cosmetic cases
EIRRT A= B 7 -y —
E‘;;&?ﬁg{g?ﬁ? d Report paper, label seals

HHREBRBE TR

Various types of environmentally-

friendly products

2003/3  2004/3  2005/3

BEISEMICBO T L= —= =X Lb2  RE
B ETBEMO Mo |2 RELTHEVE T,
72, WA RELLC LiBOGRAH TRy T T —T
EEELTBYET,

forms and related materials and environmentally-friendly products,
the Company meets user needs and provides “value-added” products
and services using proposal-type marketing for customers. Also, tape
for chip carriers is manufactured at a joint venture company in
Shanghai as part of overseas operations.

FOMDFEZE Other businesses

75 LAt 4 40
Composition of sales ° /0

PIZESES

. HEeE - IR - i
BB

Zfth

Wood business

Construction, machinery production,
sales and maintenance
Transportation and warehousing business

Others

©55_EE (BHME Millions of yen)
Sales

6,356 6,430 6,644

2003/3  2004/3  2005/3

FoTREO R RS, N— 2 U R F 7 2 B
ARy OB - WFE R AT [ (BR) AL 7+ VAN | Ytk
IW—=TWHORE, DAY T F Y RAEZATH
[(HR) ALY =7V 7 |, {270 —7 8% Ui
PR - W% 2 A7) [ALR it (B Jo ASBhE. JEM B
OB, ABY TS, S h 725 L e 55
[ LA 7107 () | S o Stic k> T s 2
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Various business activities are carried out by the group
companies, including Hokuetsu Forest Co., Ltd., which not only
manufactures chips, but also manufactures and markets bark
compost and sawdust for mushroom cultivation; Hokuetsu
Engineering Co., Ltd., which operates in the construction and
maintenance of machinery, both inside and outside the Group;
Hokuetsu Logistics Co., Ltd., which mainly stores and transports
products of the Company; and Hokuetsu Trading Corporation,
which operates in various business areas such as real estate,
property and the casualty insurance agency and driving school
businesses.

2 Hokuetsu Paper Mills, Ltd.

Hokuetsu Paper Mills, Ltd.
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MABICREWE 22 LE L7225, R ICREE 2T
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Message to Shareholders

Summary for fiscal year 2004

During fiscal 2004 (year ended March 31, 2005),
while the Japanese economy gradually recovered, it
imported a substantial amount of foreign papers and
material prices rose. Faced with this rapidly changing
operating environment, we were able to achieve our
performance targets.

What should specially be mentioned for this fiscal
year is the damage inflicted on the Nagaoka Mill by the
Chuetsu earthquake, which occurred on October 23,
2004 in Niigata prefecture. Although no employees of
the Company and group companies were injured,
operations were halted due to damage in the external
wall of the building and pipes. Overcoming a difficult
situation where a series of aftershocks were making a
recovery effort extremely difficult, we were able to
resume operations after a week or so, thanks to the
united efforts of the stakeholders, with the total support
of all our suppliers. It must be appreciated that these
quick and controlled actions were made possible by
our regular crisis management system. Having said
that, we would like to learn from this experience and
further improve our crisis management system.

During fiscal year 2004, in addition to this
earthquake, there were other natural disasters,
including floods caused by one typhoon after another,
as well as an unusually heavy snowfall which struck
the Niigata region—home to the Company’s
important production bases. Though we experienced
difficulties in delivering our products in particular,
we have placed further emphasis on customer
orientation, and the entire group has a strong united
will not to let these events affect our customers.
Furthermore, we advanced measures to increase
profitability by striving to improve efficiency and
reduce costs in all our departments. As a result,
consolidated net sales for fiscal year 2004 were
¥151,205 million, an increase of 2.5% over the
previous year. Consolidated ordinary income
increased by 0.6% year-over-year to ¥12,548 million.
Consolidated net income after tax leaped 7.9% year-
over-year to ¥6,959 million. Net sales and net income
were the highest ever, which we believe shows that
the corporate basis of the group is being strengthened

step-by-step, through the new medium-term
management plan J-100, which started in April 2003.

Toward the Group’s sustainable
development

Hokuetsu Paper Mills Group has a basic policy to
carry out corporate governance under its own initiative
following the “Hokuetsu Paper Mills Corporate
Philosophy,” to establish a management with emphasis
on environmental friendliness, achieve sustainable
growth and fulfill its contribution and responsibilities
to society. Such sustainable growth is the corporation’s
biggest contribution to society. In order to achieve this,
we believe that it is necessary to provide products and
services which are internationally competitive, that is
the main focus of the J-100 plan. In recent years, the
paper and pulp industry in Japan has been
internationalized in one go, partly due to the large-
scale capacity utilization in China, which forced us to
regard all of Asia as one market. Furthermore, a
bipolarization into high value-added items and
general-purpose items, which the Japanese market has
experienced, may spread to the entire Asian market. If
this happens, the Company will put plans to “add high
value to paper,” and to “expand the paper-processed
goods business” into effect by keeping a balance
between quality, cost and profitability for sustainable
development of the group. The Company will strive to
achieve its management goals set in the J-100 plan, by
continuing to improve efficiency, reduce costs and
deal with environmental issues.

The Company will strive to be an attractive company
for our shareholders as well as all other stakeholders
by consolidating its management base. We request
the continued understanding and support of our
shareholders and business partners in all our future
endeavors.

RFwALE i
President Masaaki Miwa

z ¥ iE R

Hokuetsu Paper Mills, Ltd.
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Interview with the President

We will achieve sustainable growth through the J-100 plan, in which we
continue to strengthen our operational foundation that is not affected by

changes in the market environment.

Please tell us about the business performance
for the fiscal year 2004, ended March 2005.

Consolidated net sales were ¥151.2 billion, an
increase of 2.5% over the previous year, which
were the highest sales for the second consecutive
year. Consolidated net income was ¥7 billion, an
increase of 7.9%, which was also the highest ever.
These increases, despite a delay in the recovery of
sales prices and a price hike in major raw materials
and mineral fuels, were due to the fact that we were
able to improve and cover our proportional costs by
increasing the number of production and sales units
and improving our efficiency, which is our lifeline.
This proves that our competitiveness has been
steadily strengthened, and our market share has
increased. We believe that the J-100 plan, which
started in April 2003, has borne fruits.
Though we suffered some damage in this fiscal year
from the Niigata-Chuetsu earthquake, which occurred

There has been a good performance for the
Q second consecutive year. How do you analyze the

hectic and changing management environment?
A Domestic consumption of coated printing paper

has increased by 35% in roughly ten years,

from 5.01 million tons in 1995 to 6.8 million
tons in 2004. We concentrated our management
resources on this rapid growth, by proactively making
capital investments in the Niigata Mill during this
period. However, the increase in consumption in 2004
was only a little over 5% from the 6.46 million tons in
2000, which testifies to a slight slowdown in the
domestic consumption growth rate.

Consumption of imported paper for coated printing
paper in Japan more than doubled in 5 years from
300,000 tons in 2000 to 610,000 tons in 2004, and the
share of imported paper in total domestic consumption
jumped from 5.1% to 9%.

This trend is expected to continue in the future,
considering the large-scale machines in operation in

s = N T - > . . . . .
FARTHHLZITILDOTEYET, R & BRI DTEY LT October 2004, we were able to bring the Nagaoka Mill China. We have already taken actions to combat this
back into operation after a short cessation in its by reducing our costs and improving our quality, based
operations. We consider this was due to the effective on strengthening our facility competitiveness.
and thorough emergency risk management and
working governance functions.
TI X MRlERET LEi#E FIRIEERFAMEAR ) JLEEHREES ) BAMBELARICHDZES
(BRM) 1,240 1,249 (Fh=/%)
Consolidated sales trend by segment a6 18 11,473 11’9841 o Domestic demand for printing 1 175 294 Hokuetsu Paper Mills' production 397 Imported paper and its percentage
(Millions of yen) ' 10,706 1891 1,888 ' and communication paper 1 ”6 volume (thousands of tons) in domestic demand (Thousands of tons/%)
6,430 ’ (Thousands of tons)
! 1,724 20.1%
B ZDfDHEE Other businesses 35 e 3,510 3557 3,197 e @ cati - I B White paperboard 5#RAE Communication paper
B T REGSSHIE Paper processing business ' UikE) 3,966 ‘ ;EI;R Nommumcs 1N Paper 815 ZOfE4E Other printing paper 859 JBZTH Non-coated paper
| DAV = £ s s o 258 M &T#f Coated paper 768 262 238 M &T#f Coated paper
Pulp and paper manufacturing business 7,241 10,864 W ZBTH#E Coated paper
1“4 13.9% 7.5%
132,152 e 6,807 618 7.5%
g 6,314 11 -0.7%
10,200 129,395 285 o7 e 350 325 253
124,936 5,016 86 9.3% 7.7%
118,731 9.0%
271
NN I I I
20023 20033 20043  2005/3 1995 2000 2002 2004 1995 2000 2002 2004 1995 2000 2002 2004

6 Hokuetsu Paper Mills, Ltd. Hokuetsu Paper Mills, Ltd. 7



BMAKEEDHIC, ERHEROEEOIXZLREE
BEILES>TWBRERWETH?

Wil - 2OV T - F o TR, SEE M DMK
A_ FPHZF SR VIRRE L >TBYE T, HETIE
GR12005 M REO®R THAEREORMAH 2L HHhT
B T ETEMIAIORBEITFHINE T,

WARD Y27 7y 7 LG 2 A DD HEEE W) R,
MHICHRSTEMNNDE A=A =l DH DO TT A,
Wk & LTk, WO R LX) BILL Tz &8
HETHLHEEZEZTBYET,

BB IS IZ oW T 2o, [J-100] 12 B L TR~
A IAMEIAZ T TARL BREREM, B S BRBEA A
DB E VSR D FD ., Bl H N4+ AT RV
F—~ofpi, T2, Fy 7OV TIE, BT T4
Y —LDORMENICIDZRELT-BBOMREZITIRE,
HURE R I [J-100] 2 EAT T AL THEEICFEH T
BHE,

IREZEICHLT PR EEE[J-100] &1,
EDESBEABRBEDTTH?

[J-100] Z BB 212H 720, [bk B A P &
EFHELEL. Shid, M RER -TEL

bORBILLZEMNNZEY s> THY., []-100] 13 hiC
Mol GBI ZHEAEL ., RN ZREOFEH L ELT
MEBEIO L X E MR R LB T EZHARLTVE T,

NGB D IEAR T L, TR EE - 206 it
[AAMBEF IO 2 BB ORI o E T,
ZHICX->TITHEBESBES 2 mD, Kb BKMAEE
LTEHIIRBEEZLTVWEE T,

[ERESES D | Z2H05I121F, — TRk EICES
BB OIER D EE T, BHoOEBER)Y—IZo0
TITHMLE gL, BHKIMMAE LICHETE LB
2. K47 —REBREHE U425 b —F
TELMERY —E R, SSICREMN 2RO RID
T, DFVRMEEE AT T HiE L85 IR T —
W ZFORFBIC, BREREE R L 25T AMS FIFAL
WALDTT, 72, HER7VT % 835 B3 2 20
WHEN ARG THOPHATIE B TLAA, Btk
WEIPHETIHRERT L. KONV T T2 Ml D
BRICHFEN AR L 2 WECFEZ R WALEL .
CHL7 R Z S b3 5 MR S Utk o E T BT 5 IR
RV —THY, ZD72DITHRN DD MBHREOMEFIC
HHTENET,

J-100EHEIRIRIAIC 3513 3 BRI EEE S o -
A / = = =} JT.
Capltal Investment PI'OJeCtS under J-100 Plan Investment Production Profit Investment Objectives Completion Date
Amount Volume Increase Increase

FRBSEINRA 5 —3ER 130f8H 30,000t/ 198 SRBEFEL. MENEWE. RIEND. PREBREEMEN 2005/98%&E4H

Niigata Mill - Construction of No.8 recovery boiler ¥13 billion 30,000t/year  ¥1.9 billion Renovation of degraded 5RB, improvement of combustion rate, X Operation launched in
environmental consideration, increase in operation days of paper machine  September 2005

BER - )| [ SHHRIKTNE 17(8M  13,200t/4 S BE. REWE 2003/6

Kanto Mill Ichikawa Factory — Renovation of No.5 paper machine ¥1.7 billion 13,200t/year ¥0.4 billion Production increase, quality improvement June 2003

HR7-2L 04 V5 —#E 12181 10,000t/% &M . EagHom|E 2004/1

Niigata Mill - Installation of No.2 rewinder of the No.7 paper machine ¥1.2 billion 10,000t/year  ¥0.3 billion Improvement of finishing process January 2004

#iR8-11y & —sR (AR HE) 6=H ABH  WEEENRUEE DR L 2003/9

Niigata Mill - Installation of No.1 cutter of the No.8 paper machine (co-usage with paper refining) ¥0.6 billion ¥0.4 billion Improvement of cutting efficiency and accuracy September 2003

ik EHEAMEER ISR 33(EH S{EM mEWE - QuEEESE E 2004/1

Niigata Mill — Reinforcement of used paper processing facility ¥3.3 billion ¥0.5 billion Improvement of quality and processing ability January 2004

ik ASIIRIEEOS 58H 2,500t/4 ofSM BE. REWE 2004/12

Niigata Mill - Renovation of No.4 paper machine ¥0.5 billion 2,500t/year ¥0.2 billion Production increase, quality improvement December 2004

HPCA 7t v MRERFNRIERTER 16f8M 2@4ATHE/F 5@ y—JILh—bUigE 2003/7

Hokuetsu Package Co., Ltd. — Installation of offset printing machine ¥1.6 billion 240 million items/year ~ ¥0.5 billion Production increase of gable cartons July 2003

B5E /N1 7 AFEBR IR & 15[ BEn, TRIVF—IZ NS 2006/7FE

Kanto Mill Katsuta Factory — Construction of biomass power generator facility ~ ¥7.1 billion ¥1.5 billion Environmental consideration, energy cost reduction Scheduled in July 2006

ks 1O T EERIRERE 11{8H B ) UL TiREE IR 2005/7

Niigata Mill - Installation of pulp mill equipment ¥1.1 billion ¥0.1 billion  Reinforcement of pulp mill capacity July 2005

il I\A A AFEBRIFIHR 27188 S5EA REWD. IRIVF—IZRE 2006/9FF

Niigata Mill - Construction of biomass power generator facility ¥2.7 billion ¥0.5 billion Environmental consideration, energy cost reduction Scheduled in September 2006

ERIRAESIMERIEHT TR 1510

Renovation work for maintaining and reinforcing equipment efficiency ¥15.1 billion

RIBRE 50(8H

Environmental preservation work ¥5 billion

RETISHEEEEELS 508 EXYEIR - EERA 2007/7FE

Reconstruction and ancillary work for Nagaoka Mill ¥5 billion Post-quake reconstruction and production expansion Scheduled in July 2007

Z DAHRES 121EH

Other unspecified miscellaneous work ¥12.1 billion

R ERast 700f8[

Total capital investment amount ¥70 billion

8 Hokuetsu Paper Mills, Ltd.

The price hikes in raw materials and mineral
fuels, as well as the increased use of imported
paper, seem to be a substantial management
issue. What do you think about this?

A The soaring prices of heavy oil, pulp, chip and

other materials are unpredictable. Production of

coated paper is expected to increase by about
1.2 million tons in China and further hikes in material
prices are expected.

Issues regarding the increasing share of imported
paper and soaring material costs do not affect the
Company alone, but are common to all manufacturers,
both overseas and in Japan, and we think it is
important to resolve these issues by improving the
Company’s efficiency.

I’'m going to mention specifics later when I talk
about the J-100 plan, but we are steadily making
moves through the J-100 plan, such as reducing costs
and environmental effects, switching from heavy oil to
biomass energy for chips and making long-term
contracts with overseas suppliers to stably secure
resources.

Please tell us about the J-100 plan which copes
with environmental change in the market.

We established the “Hokuetsu Paper Mills
Corporate Philosophy” when we developed the
J-100 plan. This is a long-term vision which

J- 1005t EIDEREE
J-100 Plan Basics

compiles our developments made over many years.
The J-100 plan aims to make a continuous
contribution to society by promoting corporate
activities in accordance with the plan and producing
sustainable growth.

Basic policies for our corporate activities are “to
provide high-quality products and services,” “to
provide cost-competitive products” and “to improve
profitability,” thus increasing our “international
competitiveness” to continue to advance as a high-
class papermaking company.

On the other hand, in order to increase our
“international competitiveness,” it is also important to
increase our production scale through capital
investment. I would like to explain our investment
policy. If we liken the Papermaking Department—
which is directly connected to sales—to the upper half
of the body, then boilers and raw materials and
mineral fuels can be likened to the lower half of the
body, the physique, which is directly connected to the
quality and services we provide, as well as our long-
term profits. Recovery Boiler No.8 at the Niigata Mill
is a good example of this. It reduces costs while
overcoming environmental issues. Also, while cheap
chlorine gas had been commonly used to bleach pulp
in Japan, we studied the merits and demerits of
chlorine and decided to switch to the ECF method
which does not use chlorine gas, when we constructed
our newest pulp plant. These policies to strengthen our
physique are our basic investment policies, and we are
striving to maintain our financial strength accordingly.

Tkt D9 2l LTI EHIRZ R LET %,

Hokuetsu Paper Mills Group strives to contribute to society through the realization of sustainable growth.

-REINZE Y3y [EERERER] (SO o RERROHEE. |
Promotion of corporate activities with a long-term vision “the Hokuetsu Paper Mills :
Corporate Philosophy” }

TEEER
Corporate Philosophy

1. &tkJigt Lo i H (CSR)

Corporate Social Responsibility (CSR) as a corporate policy

L. AEpEBAR oYk & AL

2. AAZT—FN LY Ty R ¥ GEAEMR) 2. REILBBALIC LB AT — 7 BNVT—~D

Customer oriented (contribution to society)

3. WIRIRA 3 7 kB (E1 581 7 S 1 D )
Cheerful and flexible corporate culture
(the basis of a voluntary corporate governance)

4. BRETT AL L REE i e (LA Al dy k)
An environment-first concept and sustained development
(discipline and responsibility)

FHRE S AT

B aRSELL inlsE S

Attractive Paper Mill Company

Challenging to improve production technology

NS DHERERE UCORE. ERHFHDOERS.

Upward development as an attractive paper mill company and obtaining international
competitiveness

ESRRF

International Competitiveness
L BB - —E 2O 4
Offering high quality and service
2. IANEE) 8 B W O Sk

Offering cost competitive products

Contributing to stakeholders as well as winning their 3. WA PRETDOETIZBWTD

confidence by reinforcing the management foundation

3. Wi 727 DA A RE A1 U 72 i A & R

Moving forward and upward to create new values

[IB5E 4 ) DHERE
Obtaining international competitiveness in
all aspects of quality, cost and profitability

Hokuetsu Paper Mills, Ltd.
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8 Business expansion of Hokuetsu
Package Co., Ltd. (100 millions of yen)

124 I BRISEE@ Environmentally-friendly products

118

109 I I

36 W BP BP
I BEBEMEAEL Functional material
I INT#E Processed paper
#28 Paper containers
SILOA—hK2 Milk cartons

104

2003/3  2004/3  2005/3  2008/3

(Targ’e‘ts)

Please tell us about the specific action plans
based on the J-100 plan.

A First of all, we will achieve the “sustainable
growth of paper.” To start with, we will establish

a system to produce one million tons of printing
paper alone in the whole company. Then, we will
establish a system to produce one million tons of paper
at the Niigata Mill alone. As for white paperboard, we
will strive to produce a stable supply as a major
manufacturer. With regards to specialty paper, we are
reconstructing our production methods, by improving
the functions at the Nagaoka Mill.

Secondly, we are proceeding to “add high value to
paper.” We feel proud that, at a stroke, we have been
able to upgrade A2 coated paper to “p Coat Neos,”
which has many advantages for customers. No other
company has been able to do this.

We are also proceeding to “expand the paper processing
business” at Hokuetsu Package Co., Ltd. Specifically
speaking, we are expanding milk cartons and paper
containers, and our plan is to increase our net sales from
¥12.4 billion in fiscal 2004, to nearly ¥20 billion in 3 years.

We are also actively committed to “environmental
measures and cost reductions.” Not only have we
introduced biomass power generation facilities that
reduce both environmental effects and costs, but we are
also stably securing lumber chips by investing in an
afforestation chip processing business in South Africa,
and are reducing logistics costs and advancing our
services by establishing Hokuetsu Logistics Co., Ltd.

J- 1005 E DEHR

J-100 Plan Progress

Mr. Miwa, would you please give all the
stakeholders a message?

We will celebrate our 100th anniversary in

2007. I believe, however, the present Hokuetsu

Paper Mills actually restarted after the Niigata
earthquake, which occurred in 1964. Setting a target
to be an industry leader in productivity per person
during this recovery, we laid off some employees to
restructure the Company, something that was rare at
that time, and aggressively made capital investments.
During this process, we established an investment
policy, looking steadily at the environment and
keeping one step ahead of the competition by
improving our efficiency and our independent
organization in which “we do what we are supposed to
do with simple honesty and independently accomplish
things, without relying on other people.” We believe
such a corporate culture is our biggest strength and
the driving force behind Hokuetsu Paper Mills. We
think “sustainable growth,” based on these things and
also held up in our corporate philosophy, is an absolute
prerequisite to respond to the expectations of all our
stakeholders including our shareholders and business
partners. In other words, we must provide competitive
products and services through fair corporate activities,
in compliance with laws and regulations, to increase
our international competitiveness. We are going to
steadily implement the ongoing J-100 plan to achieve
concrete results. We request the continued
understanding and support of all.

2003F3HH 2004453H8 2005%3H8# 2008%3HMH BiRICHID
S-2 1 FHERAEERE J-100&t@1 £5 J-1005tER2ER Bz ERE
FY2002 FY2003 FY2004 FY2007 % to targets
The final year of S-21 Plan The first year of J-100 Plan  The second year of J-100 Plan Targets
ﬁ:%':%"*ljﬁ Ordinary income 10,118 12,468 12,548 17,000 73.8%
T LEREFEE Ordinary income to net sales 7.1% 8.4% 8.3% 1‘(1)3"@%]{{% 83.0%
ROA Return on assets 4.7% 5.5% 5.7% 7Z%L>{J: 81.4%
% or more
BHS&EALLE Equity ratio 44.1% 45.2% 48.4% S0%UE 96.8%
% or more
D/ELZ#  Debt/equity ratio 0.85 0.79 0.67 oetin?éfé—%{;li 89.6%
75 LSEBITDALEZER  EBITDA/net sales 17.8% 18.5% 17.5% 18% LI E 97.2%

18% or more

EBITDA : 2+ 320FI2 + R EAE

EBITDA: Ordinary income + interest expenses paid + depreciation and amortization

(&AM / Millions of yen)
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