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Review of 1 st Medium -term
Business Plan

P In this document, figures are rounded down to the nearest
hundred million, unless stated otherwise. P



1st MTBP

(Unit KBillion 1
Business FY2011 @ FY2012 § FY2013 § FY2014 J Variance 1st MTBP Goal Variance
Results Results @ Results § Results J Results @ (vsFY2011) (FY2014) (vs FY2014 Rests
Result
Net sales 408.9 407.3 4300 4502 41.3 450.0 02 W
Ordinary income 4.7 6.6 11.2 21.7 17.0 22.5 X 0.8
Sales ratio 1.2 1.6 2.6 48 3.6 5.0 X BFoGU
Interest-bearin .
o ! 582 4497 476 3750 % 83.2 4000 % 25.W
e
Net interest- §
e . 348.2 363.5 331.8 292.4 X 55.8
bearing debt
Equity ratio 14.0 14.7 17.0 23.1 9.7 17.0 6.7 W
DIE ratio 4.8 4.6 3.8 2.4 X 2.4 38 % 1.4
(Ref) Net D/E ratio 3.7 3.7 3.0 1.9 X 1.8
21 nt erbeasing debtand netinterest -bearing debtof FY2011 are estimated with the scope of consolidation that comprises t hirty -nine  companies .
2Exchange ratepYen/ USDMK 82.9 100.2 109.8 30.7 83.0 26.8
2Dubai crude oilK(USD/ballOel P 107 105 84 X 26 122 X 38

Note: Under Japanese GAAP, ordinary income or loss is calculated byadding and deducting non-operating income and expenses of a recurring nature (e.g. interest
and dividend income and interest expense and foreign exchange gain or loss) to and from operating income. 7



Breakdown of Increase/Decrease of Consolidated Ordinary Income

S 17.0 billion yen

p FY2011: 4.7 billion yen z FY2014: 21.7 billion yen

Increase factors, total: 36.5 billion yen

Decrease factors, total:

Billion 19.5 billion yen
yen .
Subsidy Increase in
450 ) ; Others price of raw
Change in Income, materials/fuels
40.0 scope of etc.
consolidation rj-
35.0 InlcreaS(Ia in - 3.0 Decrease in
300 Cost ~ Salesvolume 3.0 product price o
' reduction . . - Amortization
250 L 5.9 .:. of goodwill
35 E .
4.1
20.0 r
2.8
150 21.1
100 | 47 1.
50 |gm— -
0.0 ._. 1 1 1 1 1 1 1 1 1
FY2011 Amount FY2014
. Depreciation and amortization cost (+5.4), yield rate/composition (+4.1), energy-saving (+3.¢
Cost reduction 211 chemicals (+2.9), production increase (+1.8), others (+3.0)
Increase in sales volume 3.5
Chanae in scope of consolidation 59 Increase of consolidated subsidiaries, merger of consolidated subsidiaries and non-
g P ’ consolidated subsidiaries, inclusion of overseas subsidiaries in scope of consolidatio
Subsidy income, etc. 3.0 Mainly due to subsidy granted to Iwaki Daio Paper Corporation
Others 3.0 Decrease in interest expenses due to reduction of interest-bearing debt, others
Increase in price of raw materials/fuels
Decrease in product price
Amortization of goodwill
Increase/decrease of ordinary income, total 17.0

=



Implementation of strategies of 15t Medium term Business Plan

1*MTBP s principal strategies and i mplement ai
1) Rebuild of business foundation under new group structure 3) Strengthening of Containerboard and Corrugated Container Business
Establishment of governance structure, and integrated Merger of corrugated container subsidiaries
management and operation of production and sales Installation of a new machine at Iwaki Daio Paper
Achievement of higher efficiency through merger of Raise of product price

organization and group companies
Restructure of R&D framework
Improvement of financial strength

Establishment of corrugated container business near
H&PC overseas factories

Selection and concentration of investment activities, 4) Expansion of H&PC Business
sale of assets Improvement of profitability of paper products
Compression of inventories & trade accounts Shift to higher value-added products
receivable Consideration of installation of new tissue machine
Implementation of Cash Management System Strengthening of alliance with Tokushu Tokai Ecology
(Group Finance) Raise of price of products
Capital increase through public offering and Strengthening of domestic absorbent products business
third-party allotment Installation of new adult diaper facilities
Implementation of Consolidated Tax Return Increase and strengthening of product lineup via R&D

2) Improvement of profitability of Paper Division through thorough Increase of production and sales of baby diapers

cost reduction and structural shift of product mix Consideration of installation of absorbent product

Move manufacturing of some types of paper to the manutacturing facilities at Iwaki
cost-competitive Mishima mill Strengthening of overseas (Asia region) disposable diapers
Reduction of pulp costs by improving kraft pulp facilities business
Shift of procurement source of import L-chips to Asia Strengthening of export sales
Structural shift of product mix to more profitable types Expansion of sales distribution in Asia region
Cut-down of transportation and warehousing cost Installation of additional manufacturing facilities at
Increase of profitability with the involvement of every Thailand factory
member of the Company via the implementation of an Establishment of manufacturing/sales company in China
original profit management system Establishment of sales company/manufacturing company
Comprehensive technological aliance agreement with in Indonesia
Hokuetsu Kishu Paper

*Absorbent products refer to disposable diapers, feminine care products, and
light incontinence products.

Hl okdl dmsdc ~mc qgd  o'dMTBRReedbsr ctghmf 0

u.
G, Bnl | dmbd c s MITBPhandfprojected to reap effects from 2 " MTBPr . Bnmr hcdgqdc ats mns hl ok dé (
In blue are strategies that are added after the initial plan.

Raise of product price



Outline of 2 " Medium -term
Business Plan
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?2"d Medium term Business Plan

& FY2017 Business Goals S

Net sales 500 billion yen
Ordinary income 25 billion yen
Sales ratio 5V
Net interest -Dbearing Under 250 billion
debt yen
Equity ratio 28
Net 6 / O ratio 1.5 times

§ Assumptions S US dollar . 122yen/$

Dubai crude oil: 80USD/barrel 11



2"d MTBP Business Goals
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2"d MTBP Business Goals
T Ordinary income t
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Breakdown of Increase/Decrease of Consolidated Ordinary Income

S 3.3 billion yen 6 FY2014: 21.7 bilionyen z FY2017: 25.0 bilionyen F

Increase factors, total: ‘ Decrease factors, total:
16.5 billion yen 13.2 billion yen
Billion yen) Raise of Increase in
product price of raw
400 Increase in price materials/fuels
sales volume .:.
35.0 | Subsidy
mcome etc.
300 Cost Others
25.0 3_0
B 7 o0 2.7

20.0 4.5

15.0

10.0

5.0
00 1 1 1 1 1 1 1
FY2014 Amount FY2017

Cost reduction 45 Production increase (+3.0), chemical (+0.3), yield rate/composition (+0.3), energy-saving (+0.2), others (
Increase in sales volume 9.0 Paper&Paperboard (+1.0), H&PC (+8.0)

Raise of product price 3.0

Increase in price of raw materials/fuels

Subsidy income, etc. Inclusion of subsidy income (Iwaki Daio) in FY2014

Others Mainly due to increase in logistics cost and advertising cost from increase in sales in H&PC Business
Increase/decrease of ordinary income, total 3.3

14



2"d MTBP Financial Goals

T Investment/Financial Data t
1st MTBP 2"d MTBP
FY 2011 2012 2013 2014 2017
Goal
Depreciation Billion 29.5 26.4 26.4 27.2
cost, ven 0.0 85
3-year cumulative .
Capital Billion 18.2 21.7 24.9 31.5
expenditures, ven 281 70
3-year cumulative C
Net interest - Billion 348.2 3635 3318 292 4 Under
bearing debt yen ' ' ' ' 250
(Ref) Interest -bearing Billion 458.2 4497 417.6 375.0 310
debt yen ' ' ’ '
Equity ratio V 14.0 14.7 17.0 23.7 28
Net D/E ratio times 3.7 3.7 3.0 1.9 1.5
(Ref)D/E ratio times 4.8 4.6 3.8 2.4 1.8
Z Net i n-beanngdebtandinterest -bearing debtfor FY2011 are estimated with the scope of consolidation 15

that comprises thirty -nine companies.



?2"d Medium term Business Plan

Principal strategies t

0

0

Structural shifting of Paper Business

Strengthening Containerboard & Corrugated
Container Business

Further growth and acceleration of H&PC
Business

Thorough cost reduction

Pursuing efficiency and diversity in human
resource utilization

Further improvement of financial strength

16



Structural shifting of Paper Business . pypy———

Trend in Domestic Demand and Domestic Demand —

Company Sales Volume Company Sales —_—

110 p Year 2011 figures extrapolated to 100% P
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2 Both Domestic Demand and Company Sales Volume represent 5_70

of each respective year.



Structural shifting of Paper Business gy ———

Trend in Domestic Demand and

Domestic Demand — —
Company Sales Volume Company Sales —
. p Year 2011 figures extrapolated to 100% P
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Structural shifting of Paper Business
T Specific strategies t

U Further shift of product mix to profitable paper
types to improve the profitability of the Paper
Business

A Shift to sale of higher value -added product types

A Strengthen sales of uncoated paper, with focus on
woodfree paper, PPC paper, etc.

A Expand sales of wrapping paper

U Further concentration of manufacturing of
different product types at the highly cost -
competitive  Mishima Mill and maintaining full
capacity operation of paper machines at
Mishima Mill to achieve greater profits

19



T Change in product mix of paper sales volume t

100% -
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60% |

40%

20%

Wrapping paper/

0% Functional material

FY2011 FY2012 FY2013 FY2014 FY2015 FY2016 FY2017 Goal

1st MTBP 2"d MTBP 20




trenethening Cortzinerhoasd & Corrugaied Containe
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Trend in Domestic Demand and Domestic Demand ==
Company Sales Volume Company Sales —_—

P Year 2011 figures extrapolated to 100% P
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Container __E
./

sl
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1.0% increase per annum
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2 Both Domestic Demand and Company Sales Volume represent

of each respective year.
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