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Mission

The Nippon Paper Group aims to contribute te better living and cultural ;
progress everywhere it does business.

Vision

1. Drive social sustainability through our business
2. Delight our customers

3. Instill pride in employees

4. Give back to society

Value

Challenge, Fairness, Teamwork

Shaping the Future with Trees —Nippon Paper Group—

Constantly creating new value and contributing to better living and cultural pregress, as

a comprehensive biomass company shaping the future with trees.

Over many years, we have nurtured trees, made paper, and offered a wide range of products that support people’silives
and culture.

We have managed forests in an appropriate manner, and pursued a variety of businesses by fully utilizing wood resources
sourced from sustainably:managed forests. Those businesses address social issues such as global warming and depletion
of resources on Earth, and contribute to running a sustainable society.

Going forward, we will continue to provide a wide range of products and services that make the most.of the outstanding
properties of wood, as we strive to maximize the value of sustainable forest resources for thefuture.

Shaping the Future with Trees
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Important Issues (Materiality) to Realize the Group Mission

The Nippon Paper Group has clearly identified material issues in order to meet the four requirements of its Vision included in the
Group Mission, as it addresses changes in the surrounding environment. Additionally, it has added the promotion of business
structure transformation, which it has undertaken in the 2030VISION, as materiality, and is also promoting sustainability management
in which it pursues social and environmental sustainability alongside corporate growth.

M The Nippon Paper Group aims to contribute to better living and cultural progress everywhere it does business.

Meet These
Requirements and
Be a Corporate Nippon Paper Group’s Materiality

Reasons for Selection and

Contributions to SDGs
Group Permanently

Needed by Society

Ach.ieve (b1 S LA M e e Forest resources are the foundation of
chall: . the Nippon Paper Group. The environ-

. : ° Re_s_porjse to cllmafe EIEED ment, society, and the economy are
l?rlvg §00|al @ Utilization of sustainable forest closely related issues, and must be
sustalnablllt}/ el resources. - . addressed across the entire value chain.

our business @ Preservation of biodiversity

@ Reduction of environmental burden 6 i 2 meen |13 i
® Promotion of resource circulation @

® Respect for human rights

Customer needs evolve as society

® Response to changes in the social envi- | changes. The stable supply of sought-
Delight ronment (consideration for the environ- | after products, product safety and qual-
9 ment, healthcare, etc.) ity assurance are necessary endeavors.

our customers

@ Stable supply of products, enhanced e [ 12
safe .
v & | ale | ©O &

<
(7,)
o It is necessary to create workplaces
= o . within the Group where diverse human
® Realization of diverse work styles resources can maximize their ability to
Instill pride in ® Active participation of diverse human create value, in order to support the
resources .
employees rowth of society and the economy.
ploy ® Promotion of occupational safety and 9 y 4
health
In addition to business growth achieved To contribute to building a sustainable
th_::)UQI:_aCt'r“"t'f5"1 t‘_) 3 -above, the Group society, generating stable profits from
witi rea |z<_et © roflowing: business is a prerequisite. The Group
4 ® Promotion of business structure .
Give back . aims to become a corporate group that
. transformation . .
to society is needed by society.

® Enhancement of corporate governance

® Coexistence with local communities and
society

® Communication with stakeholders

. The Group selected issues that need to be addressed in order to achieve its Group Mission internally,
Formulation cross-checking with existing material issues and verifying them through guidelines, etc. In addition, it carried

ProceSS out deliberations and made decisions at the Nippon Paper Board of Directors through confirmation of
external opinions and dialogue with experts.
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A Brief Look at the Nippon Paper Group

Nippon Paper Group,
a Comprehensive Biomass Company Shaping the Future with Trees

What it means to be a comprehensive biomass company: A company group that consists of multiple
businesses which generate stable profits and realize better living and cultural progress. It achieves this
by using diverse technologies and know-how to maximize the use of renewable wood resources. This
provides a wide range of products that help form a circulation-oriented society, supporting profit growth.

Scale of Business
(as of March 31, 2022)

e ¥1,639.3bilion  Feedie.  Approx. 160,000
777777777777777777777777777777777777777777777777777777777777777777 hectares
Net sales ¥1 045 1 billion Domestic Company-owned foresf?;OfDecemberSL2021)

(Fy2022/3)  Approx. 90,000 hectares / Approx. 400 locations
77777777777777777777777777777777777777777777777777777777777777777777777777777777777777777 Overseas plantation areas

Operating incorme ¥1 2 1 billion Approx. 70,000 hectares

(FY2022/3) 777 T
N T Number of Group Gormpenies 159
(consolidated) 1 6,1 29 Domestic affiliated companies 116

Overseas affiliated companies 43

Diverse Products and Services

Paper Business

Paperboard
Other Businesses .- Business
g =
Newsprint, printing and
business communication
paper, etc.

Wood Prc_)ducts and Leisure facility Containerboards, white
Construction-Related  management, ) paperboards, etc. Packaging
Business logistics and The Nlppon Paper Business

warehouse

management, etc. Group aims to contribute
@ to better living and cultural @@
progress everywhere it

Logs, building does business ousehold Paper [Domestic]
materials, raw and Healthcare Liquid packaging

materials and fuel for ~ Energy Business Business cartons, etc.
i [Overseas]

papermaking, etc
Corrugated boxes,
Chemical Business Q 2 base paper for paper
. @ cups, etc.

Electricity sales Facial tissues,
toilet paper rolls,
adult diapers, etc.
Dissolving pulp,
chemical products,
functional films, etc.

Nippon Paper Group Integrated Report 2022 ‘ 03 ‘
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<Net Sales> <Overseas Sales Ratio>
(¥ billion) (%)
<0 ,——————— AL A  H B i E - L A i l il A S i - i i 6 i Eiti Ll liiil;;E A AL A 30

History of the Nippon Paper Group

Paper and Paperboard - Net sales for Jujo Paper Co., Ltd. (non-consolidated) until FY1992/3 Consolidated net sales break through
Business - Net sales on a consolidated basis from FY1993/3 onward ¥1 trillion mark

= Daily-Life Products Business - No segmentation before FY2001/3 and former segments from FY2002/3 to 2018/3
(" Pulp and Paper Business Paper-Related Business
) Housing and Construction Materials Business / Wood Products and
Energy Business Construction-Related Business I Other Businesses)
]
Wood Products and
I n O e u u re Construction-Related
, Business
Other Businesses

Together with Trees S——

(FY2011/3 onward)
11—l ga———————————— .
. . M d with -Kokusaku Pul o (LG,
The Nippon Paper Group has walked through the years, hand-in-hand Former Oji Paper Co., Ltd. erged W u_p co L
. . . splits into the three Merged with Tohoku Pulp Co., Ltd. Management integration with
with the history of paper in Japan, and has expanded the Company companies of Jujo Paper 1968) (currently Nippon Paper Industries Daishowa Paper Manufacturing
scale and business domain through mergers and integration. Co., Ltd., Honshu Paper Ishinomaki Mill) Gosrck
. . . . Co., Ltd. and Tomakomai
Nippon Paper Industries is advancing business development as a Paper Co., Ltd.
. . . . . 0 e o . . 0
comprehensive biomass company using diverse technologies and T11 11 11 1111111111111 11 11 1111111111111 1111111111111 2222222222222 22222722222(F
EERE R RS R R R N R R AR R R R R R R R R R RN R R R R R AR R R
know-how to maximize the use of renewable wood resources. AV A A S A R A A A R A A S A A S B A A A A A B A A A A A A S A A A A A A A A A A A A A S A A A A A B A A A4
3 33 3 3 3 3 3 3 3 3 3 3 3 3 3 3 3 3 3 3 3 3 3 3 3 3 3 3 3 3 3 3 3 3 3 3 3 3 3 3 3 3 3 3 3 3 3 3 3 3 3 3 3 333 333333333333 3 3 3 3

Shimane Chemical
I"d(gsst:::::edc?;:;td' Nippon Paper Crecia Co., Ltd.
(Changed trade name 2006)
Sanyo Pulp Kogyo Co., Ltd. Sanyo Pulp Co., Ltd.
(Established 1937) (Established 1946) L Sanyo-(lz(oklllj:ku Il
0., Ltd.
(Established 1972)
Dai-Nippon Saisei
Seishi Co., Ltd.
(Established 1940)
Kokusaku Pulp
Industry Co., Ltd.
(Established 1938)
[Monument to the Birthplace of Paper] N Nippon Paper Industries
0ji, in Tokyo’s Kita-ku, is the birthplace of Western-style paper in Japan. Tohoku Shinko Pulp Tohoku Pulp Co., Ltd. 7] Co., Ltd.
Following the dissolution of the former Oji Paper Co., Ltd., Jujo Paper (Established 1938) (Changed trade name 1949) (Merged 2012/2013)
Co., Ltd. gained ownership of the site of the Oji Mill and retains it

o through to now. . Nippon Paper
Shoshi Kaisha ¥ Jujo Paper Co., Ltd. 'S Industries Co., Ltd. Ni Daish
(Established 1873) (Established 1949) Y (Established 1993) ippon Laishowa

— Paperboard Co., Ltd.
.......................................................................................................... (Reorganized 2009)
T —
Sunpu Seishi Showa Sangyo Daishowa Pulp Mfg. Nippon Unipac Holding Co. Ltd. [N
(Established 1916) (Established 1937) Co., Ltd. Esblhed200) ;
(Established 1968) !
T T

Daishowa Paper .
Manufacturing Co., Ltd. A Nippon Paper Group, Inc.
(Established 1938) (Changed trade name 2004)

Kotobuki Paper Showa Paper
(Established 1919) (Established 1927)

Japan Paperboard
Industries Co., Ltd.
(Merged and changed trade name 1997)

Taisho Seishi Taisho Kogyo Gakuyo Seishi
(Established 1912) (Established 1917) (Established 1935)

Main Overseas Businesses

Established Jujo Thermal Oy, a thermal paper Jointly acquired Amapa Florestal e Celulose S.A. Acquired all shares of Paper Australia Pty Ltd Established Siam Nippon Industrial Paper Co., Ltd., Acquired Nippon Dynawave Packaging Company, Acquired Orora Limited’s paperboard and
1 992 i production company jointly with Ahlstrom 2006 i (AMCEL), a Brazilian plantation and wood chips 2009 ! (Australian Paper) 201 2 i ajoint venture with SCG Paper Public Company 201 6 i LLC, the liquid packaging board business of 2020 : fiber-based packaging business in Australia and
* Corporation ) * production and export business ' 7 7 " Limited for machine-glazed paper ' New Zealand and formed Opal

" Weyerhaeuser Company

|
{
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Message from the President
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Pursuing Our Vision for 2030

and Being Determined to

Achieve Our Group Mission

Boosting Transformation of the Business Structure while

Responding to Changes in Society

Nippon Paper Group’s Expected Role
Remains Unchanged

When | look back at the past year, what sticks out is that the
global spread of COVID-19 continued from 2020 without
slowing down, and has now entered its third year. In addition,
the nature of greenflation*' has become clear. In association
with responses to climate change, the balance of supply and
demand for coal has collapsed and sent prices skyrocketing,
and it has become clear that we must assume the prices of
products and services related to the environment will not
decrease going forward. On top of this, there was also the
invasion of Ukraine by Russia. Since this issue continues to
drag on, we cannot measure the impact it will have on global
society and the economy, and are deeply concerned.

When considering these drastic global changes from the
perspective of the Group’s management, we first clearly rec-
ognize that products such as packaging, household paper

and healthcare products and liquid packaging cartons are
essential products closely linked to daily life, and that demand
will not decrease even if COVID-19 spreads. However, from
the perspective of life during and after the COVID-19 pan-
demic, we must continue to observe society’s trajectory.
Meanwhile, it is our view that demand for graphic paper, such
as newsprint, printing and business communication paper, will
continue to decline.

Due to surges in the price of goods resulting from Russia’s
invasion of Ukraine, we may possibly face an economic reces-
sion in the future, and the global economy may begin to shrink,
but | have envisioned various business scenarios and am taking
action. Circumstances will continue to be tough for the Group,
but the role it fulfills as “a comprehensive biomass company
shaping the future with trees” will not change. First, we will
implement specific measures to address short-term issues,
then steadily advance measures to achieve the goals set out in
the 2030VISION and Medium-Term Business Plan 2025.

*1 Greenflation: A term created by combining “green,” which expresses consideration toward the environment, with “inflation,” which means an increase in the price of goods

Nippon Paper Group Integrated Report 2022 ‘ o7 ‘
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Message from the President

Unsatisfied with Inability to Achieve Profit Goals
despite Increasing Prices in the First Year of the
Medium-Term Business Plan

Total global demand increased starting around the summer of
2021. Moreover, costs for raw materials and fuel, logistics, and
human resources are rising. Against that background, we
firmly resolved to implement price revisions for a great number
of products including printing paper, business communication
paper and containerboards. We also declared to customers
that we would continue to work toward reducing GHG emissions.
All employees banded together and gained the understanding
of customers through persistent but polite explanations and
numerous negotiations. | view this price revision as a tremen-
dous success.

Nevertheless, looking at the first year of Medium-Term
Business Plan 2025 now that it has ended, | feel unsatisfied
with our inability to achieve the profit goals, and take responsi-
bility as the leader of management. We will accelerate the
Group’s initiatives in order to keep pace with changes in soci-
ety and the environment, and quickly get back on track to
achieve the targets of Medium-Term Business Plan 2025.

Recovering Graphic Paper and Increasing
the Profitability of Growing Businesses Are
Urgent Issues

Issues the Group must address in the near term are clear. One
is recovering graphic paper. The other is increasing the earn-
ings of businesses other than graphic paper.

For graphic paper, in addition to a decline in demand, many
coal boilers are used as power sources in paper mills in Japan,
and the surge in the price of coal, which serves as fuel, is
causing massive cost increases that were previously unthinkable.
Responding to the fact that earnings are being severely
harmed, we will improve production efficiency and reduce coal
consumption by converting to non-fossil fuels and consolidat-
ing production. In the past year, we reduced production
capacity by about 500,000 tonnes, but when considering the
future decline in demand, | have to say that the number of
paper machines is still very high. We must refine the produc-
tion structure while anticipating a continual decline in demand.
In the process, we will not simply reduce production capacity
but also define a vision for each paper machine, which
includes conversion to packaging paper, while simultaneously
promoting the streamlining of facilities at each mill and advanc-
ing reorganization of the production structure and reduction of
coal consumption together as one.

With regard to business other than graphic paper, we were
able to steadily increase sales with a focus on the Daily-Life
Products Business, but due to the impact from surging prices
for raw materials and fuel, profit ended up decreasing year on
year. In businesses such as Packaging, Household Paper and
Healthcare, Chemical, and Energy, sales growth and increases

‘ 08 ‘ Nippon Paper Group Integrated Report 2022

in profit are essential for business structure transformation.
Since the latter half of FY2022/3, we have been working on
price revisions for many products including household prod-
ucts and liquid packaging cartons, and will first aim to recover
the profit which had declined.

In addition, further surges in the price of goods, including
fuel prices, which have been affected by the Russian invasion
of Ukraine, have surpassed a level that can be absorbed
through our internal efforts, so | think additional revisions to
product prices are needed. | have already declared similar
revisions to some products such as printing paper, and negoti-
ations regarding other products are underway. | will provide
customers with a full explanation in order to gain their
understanding.

Accelerate the Transformation of the Business
Structure by Improving the Profitability of Opal

Next, | will speak about business overall from a medium- to
long-term viewpoint.

In 2021, we clearly identified issues to take on in order to
achieve our vision for 2030. In the Paper and Paperboard
Business, current issues related to graphic paper will be tack-
led with a sense of urgency. Meanwhile, we will continue to
capture steady demand for containerboards and white paper-
boards both domestically and overseas.

In the Daily-Life Products Business, we set a target for oper-
ating income of ¥27.5 billion in Medium-Term Business Plan
2025, which breaks down into ¥17.5 billion domestically and
¥10.0 billion overseas. We have already implemented measures
to achieve this target, and will evaluate new measures to
expand business even further while ensuring their efficacy.

As for the domestic Paper-Pak, Household Paper and
Healthcare, and Chemical businesses, from a production
standpoint, reinforcements to facilities are proceeding in line
with the plan, while from a sales standpoint, we are expanding
sales of unique products that will enable differentiation from
competitors such as School POP® strawless milk cartons for
schools and shifting toilet paper rolls to long-lasting rolls. As
the path for each business is clearly visible, we will concentrate
efforts on increasing profitability going forward while continuing
to make timely investments in anticipation of demand trends.

As for overseas business, capital investments at Nippon
Dynawave Packaging Company, LLC (NDP) in North America,
such as in pulp drying machines, have proven effective, lead-
ing to increased profits. Since it is assumed that U.S. demand
for paper carton boards will continue to be steady amid the
trend toward replacing plastics, we will strive for further
increases in profit.

Meanwhile, although Opal in Australia was heavily impacted
by the COVID-19 pandemic and logistical disruptions, results
for FY2022/3 differed greatly from originally expected profit
levels. We understand that improving Opal’s earnings is a
crucial issue in accelerating transformation of the business

structure. In order to capture demand for corrugated boxes in
Australia, where continued growth is anticipated, we will move
ahead with insourcing production of boards, including conver-
sion of paper machines, while swiftly restoring conditions for
profitability by steadily generating synergetic effects.

| visited Opal just the other day. As the COVID-19 pandemic
is still ongoing, it was the first time to visit in person in a long
time. | felt that corporate governance had been strengthened
in the time since my last visit, and that Opal’s management
policy is fully entrenched throughout Opal. Among investments
the Group has made, the investment in Opal was particularly
large. As an integrated supplier covering from boards to pack-
age converting, Opal will band together as one to establish a
solid business foundation in Oceania for starters, and produce
results at all costs.

When it comes to the Energy and Wood/Building Material
businesses, the keyword is “biomass.” At Nippon Paper
Ishinomaki Energy Center Ltd., we have carried out renova-
tions to increase the biomass combustion ratio, and are aiming
to expand the renewable energy supply. In January 2023, a
power generation facility using 100% woody biomass will be
launched at Yufutsu Energy Center, LLC. Construction is pro-
ceeding smoothly, and the facility will aim to become a profit
source at an early stage once operations commence. In addi-
tion, against the background of increasing domestic demand
for biomass fuel, Nippon Paper Lumber Co., Ltd. will maximize
the procurement and sales networks for wood chips for paper-
making it has built up nationwide and aims to handle 3.7
million tonnes of fuel in FY2026/3.

However, when continuously making investments toward
growth, | am always conscious of maintaining financial disci-
pline. I will be mindful of future financial trends and keep an
eye on our cash status.

Shaping the Possibilities of Cellulose in an Aim
Toward the Vision for 2030

In the 2030VISION, we have established sustainable forest
resources and cellulose as business foundations, and set out
the Three Circulations business model and a green strategy.
We will work on maximizing the value of forest resources while
advancing the expansion of new businesses and products.

The key to maximizing the value of forest resources lies in
the breeding and proliferation technologies which we have
uniquely cultivated. By harnessing those technologies, with
elite trees, which have excellent growth potential, the Com-
pany will be able to both develop forest resources and enable
increases in the amount of COz absorption and fixation. We will
also work on initiatives to expand the seedling production
business nationwide in an effort to proliferate elite cedar and
cypress trees and more.

Meanwhile, regarding new businesses and products, we
have invested many resources in research and development
aimed at broadening the use of cellulose procured from sus-
tainable forests, and are building up a track record. For exam-
ple, with regard to cellulose nanofibers, based on our
experience working to expand sales of chemical products, we
are boosting the sales expansion of the Company’s unique
carboxymethylated CNF, which is manufactured at the Gotsu
Mill. Biocomposite, a composite material made from wood
resources and resin that helps reduce GHG emissions, is
expected to be deployed in various industrial fields such as
automotive components. Additionally, we have developed
highly digestible cellulose for cattle using domestically
produced materials, and this cellulose is being introduced at
ranches nationwide. In these and other ways, unconventional
uses for cellulose are expanding.

In summary, | am confident that achieving the Group’s
Vision for 2030 as set out in the 2030VISION will be the path
to survival for the Group 10 years down the road. | call on all of
the Group’s employees to move ahead with confidence.

Endless Pursuit of Achieving the Group Vision

Addressing Climate Change and Accelerating
Reduction of GHG Emissions

Since the Company signed the Global Compact in 2004, it has
continued to support the Ten Principles covering four areas. In
the 2030VISION, we have established a stance to promote
sustainability management that will address the demands of
society alongside corporate growth through the achievement
of the Group Mission. We will accelerate the transformation of
the business structure and produce profit, and generate value
that helps us build a sustainable society.

In order to realize a sustainable society, the world urgently

needs to address the issue of climate change. Alongside its
efforts to reduce GHG emissions to date, the Company
endorsed the recommendations of the TCFD (Task Force on
Climate-related Financial Disclosures) in April 2021, and set a
target for FY2031/3 of reducing GHG emissions by 45%
compared with FY2014/3 on the path to achieving carbon
neutrality in 2050. However, since global trends toward
carbon neutrality are moving even faster, | believe the Group
must also answer the call, and have appointed the General
Manager of the Technical & Engineering Division as the person
in charge of promoting environmental management, including
reduction of the Group’s GHG emissions. Currently, we are
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Message from the President

holding many discussions to further initiatives ahead of
schedule. To be specific, we will swiftly shift from coal to
waste-oriented fuels while considering significant reductions in
coal consumption alongside reorganization of the Paper Busi-
ness’s production structure. Furthermore, it is well understood
that energy saving is the challenge for the paper industry
overall to achieve carbon neutrality in 2050. Within the Com-
pany, we will set our sights on introducing new technologies
that can be implemented practically and expected to result in
energy saving as well as new endeavors for water saving. On
top of this, we will continue to harness black liquor by
expanding uses of cellulose.

Aiming to Be a Corporate Group Where Diverse
Personnel Can Thrive

Human resource training is essential to realize our Group
Vision and contribute to solving social issues. In our Group
Mission, among the four requirements set out as an ideal
corporate vision, we have established the requirements of
“delight our customers” and “instill pride in employees.” | have
contemplated these two requirements for a long time.

Delighting our customers involves assessing customers’
concerns and proposing countermeasures and solutions while
demonstrating a scientific foundation based on knowledge and
expertise. The Group is transforming through the development
of new business so that market-oriented concepts can arise. |
also believe that there is a firmly established stance of working
in collaboration with other companies and university-affiliated
research institutes on issues that the Group cannot solve alone.

Instilling pride in our employees requires situations in which
our employees feel a sense of corporate growth, including
earnings. In addition, it is necessary to create a workplace
where personnel with diverse viewpoints can engage actively.
Up until now, the Group has repeatedly carried out mergers
and consolidation, so it already has a corporate culture of
diversity among personnel as a foundation. | feel that this
serves as a unique trait and strength of the Group. On the
point of motivating each and every employee as a member of
a diverse workforce, | would like everyone to broaden their
horizons beyond their positions or tasks. To this end, we will
concentrate on education for personnel development.

Additionally, | feel that having employees take charge of
new businesses, which includes utilizing the internal side occu-
pation program that Nippon Paper Industries began earnestly
in April 2022, is an effective way of generating motivation
among employees. Everyone will become highly motivated and
be willing to accept challenging tasks.

This was established as a management issue in the
2030VISION and Medium-Term Business Plan 2025, but we
will work even harder than before on personnel reassignment
in order to advance business structure transformation. That will
bring opportunities to take on new challenges amid collabora-
tions with external organizations and Group businesses.
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Experiences of success from those challenges will emerge that
convey job satisfaction, which | think will give rise to a never-
before-seen shift in the mindset of employees.

Generating Changes in Conduct through
Dialogue with Employees

From the perspective of personnel, FY2022/3 was a year in
which | personally concentrated on talks with employees amid
the COVID-19 pandemic. When the 2030VISION and Medium-
Term Business Plan 2025 were formulated in May 2021, |
made the entire Group aware of the necessity for acceleration,
while also conducting 46 sessions of open discussion with
approximately 700 employees of the head office and mills over
a span of more than six months beginning in June 2021. |
wanted everyone to be on the same page, so | directly asked
employees whether they understood the 2030VISION and
Medium-Term Business Plan 2025, and explained that | would
be observing each employee’s individual efforts.

Many different conversations arose from the open discus-
sions, such as issues that appear to be the harmful effects of a
vertically-divided organization. As for things that | felt should be
changed, action was taken immediately and changes are
being made.

This also led to discussions with employees from the sales
departments about our financial performance. Over the course
of those discussions, there was a change in awareness which
made us realize we would have to work on raising product
prices with unwavering determination, and | feel that this
change resulted in persistent action during negotiations about
the price of paper. This also applies to other businesses.

I had the feeling that everyone was diligent, and had the
tendency to make sure everything was arranged perfectly
before taking action, so | spoke about the value of aggres-
sively moving things forward. | also intended to communicate
the importance of breaking down walls between each com-
pany and generating profit as an overall group. | feel that
barriers between organizations have collapsed in a positive
way, and changes are occurring in the awareness and actions
of employees.

Working Tirelessly on Strengthening
Governance

In 2021, the Company significantly changed its way of thinking
about management. For many years, mills were positioned as
the profit centers in the Paper Business. However, | decided
that, in order to accelerate the transformation of the business
structure, the sales divisions would act as the profit center and
take responsibility for the ultimate profit and loss, much like
other business divisions.

From the perspective of demonstrating the monitoring func-
tions of the Board of Directors, | selected chief officers from
the departments for raw materials, technology, research and

development, and logistics whose roles are to bridge each
division in the entire Group, and determined that they would file
regular reports with the Board of Directors on a quarterly basis,
an initiative which was implemented starting in the fall of 2021. |
also determined a person to be responsible for the execution of
business duties and clearly identified a structure to steadily
promote countermeasures, particularly in regard to important
management issues such as reducing GHG emissions and
reorganizing the production structure of the Paper Business.

Meanwhile, from the perspective of strengthening the Com-
pany’s governance, | would like to mention that we are doing
as much as possible to increase opportunities for outside
directors to observe the entire Group and offer their opinions.

When promoting management strategies including invest-
ments, the Company periodically holds Group Management
Strategy Committee meetings, and engages in discussions
from various angles that feature participation by not only those
from relevant divisions but a wide variety of people such as
presidents from main Group companies and our outside
directors. Outside directors also attend the meetings of the
Management Executive Committee, which makes decisions
about the execution of management projects and files reports,
when monthly results are reported. | also make sure to talk
openly with outside directors about matters that may be
thought of as unpleasant. | am proud to say that sharing infor-
mation frankly with outside directors in this way is leading to
enhanced discussions within the Board of Directors. In reality,
many opinions have been provided by outside directors, and
even in occasions aside from the Board of Directors meetings,
there has been an increase in opportunities for outside direc-
tors and executive officers to exchange opinions about various
projects and topics.

Growing as a Company that Generates Profit
Based on the Group Mission

The thing that | bear in mind as the most important above all
else is achieving the Group Mission. | tell myself that | must not
lose my strong sense of duty to achieve the Group Mission
under any circumstances, no matter how harsh business
conditions may be. That is what it means to continually grow
as a comprehensive biomass company.

Within the 2030VISION, we once again defined what it
means to be a comprehensive biomass company in concrete
terms that are easily understood: “A company group that
consists of multiple businesses which generate stable profits
and realize better living and cultural progress. It achieves this
by using diverse technologies and know-how to maximize the
use of renewable wood resources. This provides a wide range
of products that help form a circulation-oriented society,
supporting profit growth.” | always emphasize this as the
essence of being a “comprehensive biomass company” in
various situations both inside and outside the Company.

This is a repeat of what | have already said, but to achieve
the Group Mission, we will head in the intended direction as a
united Group, without deviating from our axis as a comprehen-
sive biomass company, and be fully committed to achieving
growth as a company and job satisfaction for employees. In
order to do so, | will stand at the head of all Group employees
as the president and lead the way forward.

T N gaar)

Toru Nozawa
President and Representative Director
Nippon Paper Industries Co., Ltd.

Nippon Paper Group Integrated Report 2022 ‘ 11 ‘

Ai0)s uoneesn enfep



Message from the Executive Officer Responsible for Finance

Amidst a Harsh Business Environment,
| Feel Top-Line Growth Is Certain

Let us look back at the first year of Medium-Term Business
Plan 2025 from a financial perspective. Financial targets for
Medium-Term Business Plan 2025 call for net sales of ¥1,100.0
billion and operating income of ¥40.0 billion or more in
FY2026/3, the final year of the plan. The Nippon Paper Group
has stated it will reach its target for operating income “at an
early stage,” and is aiming to achieve this before FY2026/3.

We believe that if we can achieve operating income of
¥40.0 billion, EBITDA will reach a level of approximately ¥100.0
billion, and we will meet the goal of stably generating ¥100.0
billion EBITDA. Additionally, we will improve the net debt/equity
ratio, another target, to 1.5 times by applying the cash we
have obtained to investment toward growth and repayment of
interest-bearing debt. We aim for ROE of 5.0% or more, and
believe this can be achieved if we exceed this profit level. The
aim of Medium-Term Business Plan 2025 is to achieve these

‘ 12 ‘ Nippon Paper Group Integrated Report 2022

Firmly moving ahead to
accelerate the transformation
of the business structure

and striving to improve

corporate value

Tomoyasu Itakura
Director, Executive Officer, and
General Manager, Financial Division
Nippon Paper Industries Co., Ltd.

targets at an early stage, and lead the way to a stable condi-
tion in terms of both cash and income.

As a starting point for Medium-Term Business Plan 2025 at
the time when financial results were announced in May 2021,
the target for operating income for the first year was ¥25.0
billion. We made price revisions to many products in response
to the subsequent global surge in raw material and fuel prices.
However, operating income in FY2022/3 only reached ¥12.1
billion as the positive impact on the profit front because those
revisions will only start to appear in FY2023/3. This was an
extremely grim figure to kick off Medium-Term Business Plan
2025, and resulted from changes in the environment that were
far greater than anticipated.

Nevertheless, net sales, which were projected to be
¥1,030.0 billion, totaled ¥1,045.1 billion, and | feel that top-line
growth is certain. The situation is that profit is not following the
growth of net sales, so | have renewed my determination to
steer the Group forward securely through cost measures or
other means.

Working with Full Determination on the
Three Important Issues

Although there is an emerging sense of recovery from the
COVID-19 pandemic, the situation between Russia and
Ukraine appears to have no end in sight, and changes in the
external environment, such as differences between Japanese
and U.S. interest rates and fluctuations in exchange rates, are
becoming more drastic. Under these circumstances, we will
get back on track to achieving the targets of Medium-Term
Business Plan 2025 as quickly as possible by enacting bold
measures to build a business foundation that is not susceptible
to fluctuations in the external environment in order to achieve
operating income of ¥40.0 billion or more at an early stage.
Recently, the major challenges have been rebuilding the
foundation of the Paper Business and expanding the earnings
of growing businesses such as the Daily-Life Products
Business. In FY2023/3, we will make additional revisions to
product prices, while advancing the following three items as
important issues. First is accelerating the reduction of coal
consumption. Global trends toward a reduction of greenhouse
gas (GHG) emissions have been picking up speed, and the
Group itself is determined to accelerate reduction measures.
On top of this, the recent surge in coal prices has become a
significant drag on earnings. The Group had previously been
purchasing approximately 300,000 tonnes of Russian coal per
year, but has stopped making new purchases. Under normal
circumstances, | imagine the Group would have increased the
amount of coal purchased from other regions, but it is working
to reduce its consumption without purchasing an alternative
from another region by coming up with various ideas involving
machine operation and inventory management. This initiative

will not come to fruition easily, but reducing coal consumption
will lead directly to improvements in earnings, so the Group
will move ahead proactively. Also, the Group is already shifting
to fuels other than coal and implementing steady energy-
saving countermeasures in order to reduce coal consumption
over the medium to long term. Nippon Paper Industries pro-
duces kraft pulp (KP), which serves as a raw material for
paper, but if the Group improves the operational rate of the
recovery boiler that uses black liquor, a byproduct of that
production process, as fuel, it will be possible to reduce the
burden of coal boilers. By harnessing this strength that is
unique to the paper industry, we can positively move forward
toward reducing GHG emissions.

The second issue is further acceleration of the transforma-
tion of the Paper Business, as demand for graphic paper,
particularly for newsprint and printing and business communi-
cation paper, is expected to decrease even further going for-
ward. This will be achieved through a combination of
reevaluation of the production structure, steady cost reduc-
tions such as cutting fixed costs, and improvements to pro-
duction efficiency. As for the areas in which we are unable to
absorb the cost increases even through self-help efforts, we
will once again conduct price revisions, and move full speed
ahead toward structural transformation. As the transformation
of the Paper Business is essential to build a competitive busi-
ness foundation, we will work with extraordinary determination.

The third important issue is improving the profitability of Opal.
In FY2022/3, operating income was impacted by COVID-19 and
logistics turmoil, and ended up with the unfortunate result of a
loss. However, results indicate a trend toward gradual recovery.
For instance, synergetic effects between the former Australian
Paper and the paperboard and fiber-based packaging business
acquired from Orora Limited are being manifested. First of all, in

Trends in Net Sales (FY2018/3-FY2022/3 Results and Medium-Term Business Plan 2025 Targets)

FY2018/3 FY2019/3

(¥ billion)

FY2020/3 FY2021/3 FY2022/3 MTBP 2025

Business Results Results RESIE Results Results Targets
Paper and Paperboard 675.8 674.0 646.7 568.3 532.1 490.0
Daily-Life Products 258.4 266.2 270.2 317.9 386.5 460.0
Energy 17.8 36.2 33.0 33.4 31.8 45.0
\g::s‘f[:;‘:i‘iic_t:e‘?:t‘: g 62.8 50.8 61.6 59.9 64.5 75.0
Other 31.7 32.5 32.3 27.8 30.2 30.0
Total 1,046.5 1,068.7 1,043.9 1,007.3 1,045.1 1,100.0

* Results for FY2018/3 to FY2020/3 have been restated to reflect the segment classification of results for FY2021/3 onward.
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Message from the Executive Officer Responsible for Finance

FY2023/3, we will achieve a turnaround, and aim for expansion
of profit in FY2024/3 and beyond. Specifically, in order to
address demand for corrugated boxes in Australia, where future
growth is anticipated, we will move ahead with constructing a
new corrugated box plant, and work on price revisions in order
to fire back in response to cost increases such as rising fuel
prices. The entire Group will offer backing support in order to
harness the strengths of its integrated packaging production
system from raw material procurement to manufacturing.

Actively Conducting Strategic
Investment That Will Lead to Growth

From the perspective of strategic investment to achieve
“accelerate the transformation of the business structure” as
adopted in Medium-Term Business Plan 2025, investment
toward growth is key above all else. Transformation of the
business structure was advocated in the Sixth Medium-Term
Business Plan as well. In FY2022/3, in contrast to the ¥532.1
billion in net sales from the Paper and Paperboard Business,
net sales from other businesses such as the Daily-Life Prod-
ucts Business was ¥513.0 billion. The breakdown of total net
sales has shifted to approximately 50/50. We have furthered
investment and product development in line with increased
market demand, and in the Household Paper Business, are

shifting all toilet paper rolls to long-lasting rolls. In the
Chemical Business, we have undertaken construction to
handle increased production of functional coating resin prod-
ucts and high-performance cellulose in response to demand.
The outcome of investments, including these, will fully
emerge beginning in FY2023/3. Near-term profitability may
seem disappointing, but when looking ahead to future
sustainable growth, we must definitely not stop investment
toward growth. We will continue timely investments while
assessing the status of demand and the market, envisioning
sowing seeds in the early stages of the five-year period of
Medium-Term Business Plan 2025 and reaping the rewards
in the second half.

Of course, while we boldly conduct these strategic invest-
ments, it is a given that we will uphold financial discipline. With
regard to the target of reducing the net debt/equity ratio to 1.5
times, we will regulate financial discipline while aiming to
achieve this in the latter half of Medium-Term Business Plan
2025. Based on that understanding, in order to concentrate
efforts on investment toward growth, we will carefully select
investments related to existing business, while working to
improve our balance sheets by reshaping our asset portfolio
along with securing cash by advancing sales of assets such as
cross-shareholdings.

The areas where we will actively conduct investment going
forward include the aforementioned Household Paper and

ﬂ Financial Strategy

Financial POlICY ........cccoiiiiiiiiiiicciiccec e
The Nippon Paper Group’s financial policy is to enhance
cash-flow generation capabilities by carrying out appropriate
fund procurement to finance investments that enable sus-
tainable growth, while maintaining a sound financial position.

Fund Procurement POIICY .......cccccvviimiiiiiiiiiiicicce
In the course of undertaking fund procurement, the Nippon
Paper Group strives to diversify its procurement methods
to ensure stable financing. Concurrently, the Group seeks
to extend repayment terms and standardize repayment
amounts. Specifically, the Group procures funds through
various sources when necessary, including borrowings from
financial institutions and the issuance of commercial paper
and corporate bonds, by estimating their amount based on
the capital investment plan for the entire Group. Moreover,
in order to maintain the liquidity of fund procurement, the
Group has concluded commitment line agreements of
¥50.0 billion in total with major financial institutions.

Shareholder Return PoliCy ..........ccccociiiiiiiiiiiiiiiiiiee
The Nippon Paper Group’s basic policy on shareholder
returns is to continuously provide stable dividends based
on a comprehensive consideration of business results,
increases in internal reserves, and other factors, and by
taking into account the Group’s management soundness
and increases in shareholder value over the long term. The
Group will put internal reserves to good use in expanding
its business and strengthening its management foundation
going forward, as it strives to increase its corporate value.

Dividends per Share

¥
80
60 60
40 40 40 40
30
2 I
0
2018/3 2019/3 2020/3 2021/3 2022/3 (FY)

Policy on Ensuring Financial Stability ..........cccccccocinnns
Nippon Paper Industries closely monitors (1) EBITDA,
(2) the net debt/equity ratio, and (3) the debt repayment
period as important indicators of financial discipline. The
Company seeks to maintain stable credit ratings and
improve them by upholding and enhancing financial disci-
pline. The Company believes that keeping stable credit
ratings and improving them are important management
issues. Please refer to page 30 for the Company’s targets
under Medium-Term Business Plan 2025.

As of July 2022, the credit ratings acquired by the
Company are as follows.

Long-term  Short-Term
Bonds Bonds (CP)

Rating and Investment

) BBB+ a-2
Information, Inc.

Japan Credit Rating Agency, Ltd. A -

14 Nippon Paper Group Integrated Report 2022

Chemical Businesses, as well as the Packaging
Business. For the domestic Packaging Business,
the Group signed a licensing agreement with Elopak
ASA for the Oceania region in March 2022, and will
aim to expand sales routes primarily in Australia. We
believe that the Daily-Life Products Business, which
consists of the Packaging, Household Paper and
Healthcare, and Chemical Businesses, will serve as
a pillar of our growth, and that we must actively
conduct investment in these three areas.

Meanwhile, there is a need to actively conduct
investment aimed at reducing GHG emissions. In
consideration of earnings not in the near term but in
the future, this will become an indispensable initia-
tive which includes technological revolution.

We must not simply shut down existing facilities,
but replace them with businesses or facilities in
anticipation of growth, and continue investment in order to
establish a structure that will boost earnings while turning the
dual wheels of foundation businesses and growing businesses
in a well-balanced manner.

Accumulate Profit through Transforma-
tion of the Business Structure

Through these initiatives, we will accelerate the transformation
of the business structure and realize improvements in corpo-
rate value. We view keeping the net debt/equity ratio at 1.5
times as a minimum goal. First of all, we will improve the ratio
to 1.5 times during Medium-Term Business Plan 2025, and
generate cash by securely producing operating income of
¥40.0 billion or more. By applying this to investments in
growth, we will build a business structure of high earnings.

In order to do so, we intend to liquidate idle assets and
reduce interest-bearing debt, while accumulating net income.
Currently, the Paper Business is still experiencing difficulties,
and we are not generating enough cash to invest capital.
Although net income will be constrained by temporary costs
associated with the shutdown of the N6 paper machine at the
Ishinomaki Mill and the withdrawal from the paper and pulp
business at the Kushiro Mill, we understand that accelerating
the transformation of the business structure at an unprece-

dented level going forward is an issue that must be addressed.

That is precisely why we must create a blueprint aimed at
reorganizing the Paper Business and shifting to growing
businesses as soon as possible, and present it to those both
inside and outside the Company including investors and
shareholders. In that sense, we will aim to achieve full-scale
improvements to ROE in the final year of Medium-Term
Business Plan 2025, and have declared that we will concen-
trate efforts on improvement while dealing with “hardships” in
the first half of the plan. That is one point | hope everyone
can understand.

Furthermore, as an indicator to evaluate and measure
corporate value, we are internally advancing considerations

toward the implementation of ROIC (return on invested capital).
Currently, the Paper and Paperboard Business, which has a
large amount of invested capital, is not generating profit as
expected, but we think that increasing the amount of invested
capital aimed at growth and raising profit generated from that
business is the objective of ROIC. From that perspective, the
growth of the Daily-Life Products Business, including Opal,
which is one of the important issues in the current fiscal year,
will lead to improvements to ROIC.

Address Strengthening Profitability
with Unwavering Determination

We are strongly aware that improvement to corporate value is
the most important issue to meet the expectations of share-
holders. We are currently still in a transitional period, including
the transformation of the business structure, so we have not
yet reached the stage at which we can confidently tell share-
holders that we can provide sufficient returns. We intend to
increase capital efficiency with a sense of urgency, and
enhance shareholder equity by accumulating profit.

In that way, we are focused on profitability in Medium-Term
Business Plan 2025. In order for us to get back on track out of
the current harsh conditions as soon as possible for Medium-
Term Business Plan 2025, we will implement measures ahead
of schedule. That result will lead to improvements in corporate
value and meet the expectations of shareholders, so we intend
to intently pursue all possible means and present results.

To bolster profitability and improve corporate value, we are
working on the three important issues with unwavering deter-
mination in the current fiscal year. At present, we are in a
period of instability, and feel a strong sense of crisis. However,
if we persevere and are able to securely get back on track for
Medium-Term Business Plan 2025, | think we will be able to
move toward the future growth. | believe it is my duty to show
our stakeholders that we are on a firm path, and intend to
work hard with strong determination.
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The Nippon Paper Group’s Value Creation Story

Sustainable growth as a comprehensive biomass company

The Nippon Paper Group has formulated the Nippon Paper Group 2030VISION from its materiality and the Three
Circulations business model. By maximizing use of management resources and conducting business activities
grounded in the basic policies of the 2030VISION, it will achieve its sustainable growth and build a circulation-
oriented society that maximizes use of wood resources. This will enable the Group to realize its mission of “The
Nippon Paper Group aims to contribute to better living and cultural progress everywhere it does business.”

Medium- to H Shift to a carbon-neutral society

long-term B Population increase and economic growth in developing countries
opportunities B Increased consumer awareness of health and hygiene
H Growth of e-commerce

) H Progress of digital transformation
Medium- to H Declining population in Japan H Emergence of geopolitical risks
long-term risks H Increase in natural disasters
H Trends in environmental laws and regulations

Important management
resources

Intellectual capital
Technologies developed
from using wood
resources

Materiality
to realize the Vision
in the Group Mission

Natural capital
Wood resources procured
from Japan and overseas

hd

Social and relationship capital
Collaboration with a wide

array of partners Carbon-neutral business model

o realized through the Three Circulations

Human capital
Diverse human resources
who create value

Circulation of wood resources
used for various purposes
with technological capabilities

Financial capital
Financial base
supporting business

Circulation of
sustainable forest
resources

. 1
Manufactured capital | |
Production facilities and
sites to create

diverse products

partners

Value circulation
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Important Management Resources

The Nippon Paper Group has over the course of many years of business activities accumulated management resources, its source
for creating value. As the value creation capital of the Group, they are the driving force behind the Three Circulations, the business
model to realize carbon neutrality, and achieving sustainable growth for the Group as a comprehensive biomass company.

Intellectual Capital Technologies Developed from Using Wood Resources

The Group has accumulated technologies for breeding, propagation, and plantations to produce its own wood resources that form
raw materials. The Group possesses R&D capabilities that enable it to create various biomass products from wood resources, and
aims to make competitive new businesses and materials through

collaboration with such partners as companies in other industries, M Research and development

universities and research institutions. For intellectual property, expenses (Fy2022/3) ¥57 billion
focus is being placed on patent applications in growing fields and B Patents held*'

new business fields, as well as on expanding global business, and (as of March 31, 2022) 1 ,594

the number of overseas patent appllcatlons IS Increasing. *1 Applies to Nippon Paper Industries, Nippon Paper Papylia, Nippon Paper

Crecia, Flowric, Nippon Paper Lumber, Sakurai and Akita Jujo Chemical

B Main technological developments
Maximizing the value of forests

® 2017 Developed DNA marker technology to select eucalypt plantation trees based on DNA data
Breeding, ® 2019 AMCEL developed eucalypt plantation trees with outstanding growth and CO: absorption
propagation fe_atures . . . . . .
d plantati ® 2022 Signed a strategic partnership agreement with Marubeni Corporation and aim to forest grow-
and pfan a-lon ing stock through technical guidance provided to Marubeni’s plantation business company
technologies in Indonesia

= Promoted enhanced forest productivity and expanded the CO: fixation amount

Expand biomass products

® 2016 Developed SHIELDPLUS® paper barrier packaging material

Papermaking ® 2019 Developed Lamina® heat-sealable paper for packaging without using plastic film
and coating ® 2020 Developed SHIELDPLUS Il with improved resistance to bending of barrier properties and
technologies*? adapted for rotogravure printing

= Packaging responding to needs in the trend to replace plastic with paper

® 2019 Developed Genki Morimori® highly digestible cellulose for feedlot cattle made from wood
Biorefinery resources
technology*® ® 2022 Jointly developed lignin-additive concrete with Obayashi Corporation and Flowric Co., Ltd.

= Paved the way for applications of wood resources such as pulp

® 2010 Research on practical application of TEMPO-oxidized CNFs adopted for use in a NEDO project

!\la-no-. @ 2016 Developed carboxymethylated CNF useable in food and cosmetics applications
defibrillation ® 2021 Succeeded in world’s first LED lighting verification after working on development of CNF
technology** electricity storage bodies

= Promote widespread development of CNF applications
*2 Technology to make pulp fiber (cellulose) into a uniform sheet and apply coating depending on the type of paper

*3 Technology to chemically process the three main components of trees (cellulose, hemicellulose and lignin)
*4 Technology to defiber pulp fibers to the nano level

Wood Resources
) B Managed Approx. 160,000 hectares
Natural Capltal :I:ZCSLZ?;;Z? Japan ngfgicae[i:m’ 20p;) (DOMEstic Company-owned forests)
Approx. 90,000 hectares
(Overseas plantation areas)

Approx. 70,000 hectares

M Forest certification rate in

Wood resources that form the basis of the Group’s business
are procured from sustainably managed forests. In addition,
the Group has built a network in Japan and overseas to pro-

cure a stable and continuous supply of wood resources. Company-owned forests 100
Il Wood chips procured by Nippon 3,453,000
Paper Industries for use in paper BD tonnes*®

(FY2022/3)

*5 Bone dry tonnes
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Social SEIENlelallgle] [OETOli=ll Collaboration with a Wide Array of Partners

The Group has, through its many years of business development, built partnerships with a diverse range of stakeholders spanning
industries, the public sector and academia, including business partners, customers and suppliers, governments and public adminis-
trations and universities and research institutes. It aims to further strengthen these relationships and expand business.

Initiative examples

M Participating in a project subsidized by the New Energy and Industrial Technology Development Organization
(NEDO) to develop CNF-related technologies together with manufacturers such as UBE Corporation and
Sumitomo Rubber Industries, Ltd.

M Forging a capital and business alliance agreement with Shikoku Kakoki Co., Ltd. in 2019 to expand the packaging
business. In addition to acquiring a portion of shares in Elopak ASA, a Memorandum of Understanding was
signed in 2022, and based on a licensing agreement with Elopak, a local subsidiary was established to conduct
sales of paper cartons and filling machines in the Oceania region.

B Promoting recycling together with companies and NPOs from 2021 in Hamamatsu City, Shizuoka Prefecture, by
conducting a demonstration project for recycling used paper cartons.

Diverse Human

) M Number of employees
@FTe]lzl] Resources Who (consolidated) 16,129

Create Value (as of March 31, 2022)
, . . M Ratio of employees at over-
The Group’s strength is the fusion of human resources from cene el alEdl s eieferEs 371 %

different backgrounds after mergers and integrations. The
Group has over 16,000 employees in Japan and overseas,
and by strengthening employee engagement, it promotes
creation of organizations in which these human resources can
maximize their abilities.

(as of March 31, 2022)

M Training time per employee*®
FY2022/9) 17.6 hours

*6 Applies to Nippon Paper Industries Co., Ltd. Training conducted under
jurisdiction of Personnel Department, Head Office/Per participant

Financial Base .
Fi il C ™ Supportin M Consolidated
Inancia apita p_p g total assets
Business (as of March 31, 2022)

M Shareholders’ equity -
(as of March 31, 2022) ¥426.9 villion

¥1,639.3 bilion

Of the ¥350.0 billion in strategic investments the Group plans
to make by FY2031/3, approximately 80% will be allocated to
groyving businesses to accelerate the tr.ansformatig.nl of the M EBITDA v81.5 billion
business structure and strengthen earnings capabilities. In (FY2022/3)

addition, by ensuring stable EBITDA of ¥100.0 billion, it will

strengthen the financial base.

Production Facilities ,
Manufactured and Sites to Create B Number of Group companies 159

i (as of March 31, 2022)
. Diverse Products
Capital

(Domestic affiliated companies) 116
The Group has production sites in Japan and overseas, and

(Overseas affiliated companies) 43
efficient production activities are carried out through coopera-
tion among Group companies. The foundation business’s land
and facilities can be used as a resource to expand growing
businesses.

M Capital investment amount -
FY2022/3) ¥58.1 nbillion
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Initiatives for Materiality and the 2030VISION

Materiality
(Important 2030VISION Themes

Management Issues)

Response to climate
change

Utilization of sustainable

forest resources
@ Preservation of
Drive social biodiversity
sustainability gesportl_d 2
through our fama |c_
TGRS changes in
the social
landscape such
as GHG
Reduction of reductions,
environmental burden environmental
issues, etc.
Promotion of resource
circulation
Respect for human rights
Response to changes in
@ the social environment
Delight our Stable supply of
customers products, safety
improvement
Realization of diverse
work styles
@ Active participation of
diverse human resources
Instill pride in
employees Promotion of
occupational safety and
health
Reallocate
management
resources to
growing
businesses

Promotion of business
structure transformation

@

Give back to
society

Enhancement of
governance

Coexistence with local
communities and society

Communication with
stakeholders
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GHG reductions

Pursuit of a green
strategy (maximize
value of forest
resources)

Reduction of
environmental burden

Promotion of recycling

Respect for human
rights

Pursuit of a green
strategy (expand
biomass products)

Stable supply of
products

Product safety and
quality control

Enhancement of ease
of working and job
satisfaction

Maximization of
utilization of human
resources

Expansion of growing
businesses

Early positive
contribution from new
businesses and
innovative materials

Reformation of
structure of foundation
businesses

Expansion in overseas
markets

Stronger functions of
the Board of Directors

Assurance of
transparency in
corporate
management

Key Performance Indicators (KPI) to Achieve by FY2031/3
Scope M Nippon Paper Group  Nippon Paper Industries Co., Ltd.

Reduction of GHG emissions through energy-saving measures and fuel conversion
* Reduce GHG emissions (Scope 1 + Scope 2) by 45% compared with FY2014/3

© Improve total energy intensity in production and logistics by 1% year on year

 Use non-fossil fuels in 60% or more of total energy used

Response to climate change initiatives

Improvement of forest productivity and expansion of CO: fixation amount by using
breeding and proliferation technologies

 Improve CO: fixation efficiency in overseas plantations by 30% compared with 2013

* Secure plantations, mainly in Asia

Utilization of Company-owned forests in Japan to revitalize domestic forestry
 Expand elite tree seedling production business for forestry

Acquisition and maintenance of forestry certification for all Company-owned forests
in Japan and overseas

Preservation of biodiversity

Reduction of environmental burden generated in the manufacturing process

* Reduce air pollutants by 15% and water pollutants by 15% compared with FY2019/3

 Keep final disposal volume of industrial waste materials at domestic production sites at
2% or lower

Promotion of recycling of resources

 Build a system for stable procurement of wastepaper

* Promote collection and utilization of unused, difficult-to-treat wastepaper such as food
and beverage containers

Implementation of human rights due diligence

Expansion of biomass products
* Respond to demand to move away from plastic and reduced plastic use (Expand products
for trend to replace plastic with paper)

Engagement in stable production, response to natural disasters (strengthen BCP)
Establishment and improvement of a product safety management structure

Enhancement of employee engagement, including promotion of diversity
 Total working hours of 1,850 hours/year or lower

 Retention rate after 10 years of employment of 80% or higher

 Ratio of women managerial-track employees to be 40% or higher by FY2026/3

Assurance of safety and hygiene for working people
 Serious disaster cases of 0/year

Net sales target of ¥1,300.0 billion, of which Daily-Life Products Business has

50% or more

Investment of approximately 80% of the strategic investment budget of ¥350.0 billion
in growing businesses

Expansion of new uses of cellulose and commercialization of innovative materials
Net sales target of ¥65.0 billion for new businesses

o Establish structure to mass-produce CNF and manufacturing technologies (FY2024/3)
 Launch new businesses using pulp manufacture facilities

Stronger competitiveness of the Paper and Paperboard Business
© Reduce costs
© Build an ideal production structure

Overseas sales ratio: 30% or more

Improvement of effectiveness of the Board of Directors

Public and fair disclosure of Company information

The Nippon Paper Group will pursue sustainability management through initiatives under themes responding to

Materiality and the 2030VISION, aiming to realize the Group Mission.

Main Progress and Initiative Status in FY2022/3

* GHG emission volume (Scopel + Scope 2) Reduction by 20% compared with FY2014/3
e Changed Nippon Paper Industries total energy intensity in production (compared with 2020): Paper business —6%, Paperboard business —1.3%, Logistics +2.6%
e Ratio of non-fossil fuels usage 46% of total energy usage

eParticipated in the 2021 Ministry of the Environment Scenario Analysis in line with the TCFD recommendations
 Endorsed the GX League Basic Concept in June 2022

eConducted ongoing R&D on selection of elite plants, etc.
e Concluded a strategic partnership agreement in March 2022 with Marubeni Corporation for its plantation business in Indonesia

* Obtained certification as a specified proliferator of elite trees such as cedar and cypress (Shizuoka Prefecture, Tottori Prefecture, Hiroshima Prefecture and
Oita Prefecture)

* Signed an agreement with Shizuoka Prefecture in May 2022 for on-site implementation of advance technology in forestry and provide Company-owned
forests in Shizuoka Prefecture as the fields for implementation

* Maintained 100% forest certification acquisition rate in Company-owned forests in Japan and overseas

e Participated in the Ministry of the Environment’s 30by30 Alliance for Biodiversity in March 2022

¢ Reduced at domestic production sites (compared with FY2019/3): SOx 34%, NOx 22%, dust 21%, COD/BOD 23%, SS 9%
o Final disposal volume of industrial waste materials: 2.1%

o Started a collaboration to build a circulation system for wastepaper recycling with Yatsushiro City, Kumamoto Prefecture and Otake City, Hiroshima Prefecture
 Decided in September 2021 to introduce recycling facilities at Fuji Mill for paper containers used for food and beverages, such as paper cups and paper
cartons (Scheduled to be operational in October 2022)

o Formulated the Nippon Paper Group Human Rights Policy in May 2022
e Conducting a human rights risk assessment since February 2022 by a working group on respect for human rights

 Expanded adoption of School POP® (strawless paper cartons) (FY2023/3 forecast: 13 prefectures, over 170 municipalities)
o Established the NPG Product promotion center in June 2022 to strengthen market-oriented approach

e Carried out building reinforcement work (Iwanuma Mill), water intake facility submergence prevention work (Gotsu Mill)
o Established crisis response headquarters regulations at main Group companies (Applicable companies: 32)

o Total working hours: 1,905 hours

 Retention rate of employees who joined the Company in FY2012/3 65%

* Ratio of women among new graduates in managerial-track recruits FY2023/3 40%
o Acquired Eruboshi certification in February 2022 (Certification stage 2)

e Serious disaster cases in FY2022/3: 0

o Daily-Life Products Business net sales: ¥386.5 billion (Accounting for 37% of overall net sales)
o Strategic investment in FY2022/3: ¥43.0 billion (of which 99% was allocated to growing businesses)

e Expanded practical adoption of CNF in food and cosmetics applications
e Launched actual sales of “Genki Morimori®” wood-based feed in FY2023/3
 Rolled out sample works at biocomposite exhibition, etc.

o (Paper) Kushiro Mill withdrew from the pulp and paper business and the Ishinomaki Mill reduced production capacity by approximately 500,000 tonnes by
halting the N6 paper machine

o (Paperboard) Conducted investment to raise logistical efficiency (Otake Mill) and improve quality (Fuji Mill)

o (Operational stability) Reduced production cutbacks by approximately 60% from the FY2020/3 level by improving facility health, focusing on power and
recovery and fiberlines

e Qverseas sales ratio in FY2022/3: 27%
¢ Opal decided to construct a new box plant in the state of Victoria (Scheduled to be operational in FY2024/3)
e Acquired shares in Elopak ASA, accelerated overseas rollout of domestic Packaging Business

¢ Enhanced the agenda for the Personnel & Remuneration Advisory Committee

 Environmental risk communication in FY2022/3: 19 cases (Domestic production sites)
o Meetings between outside directors and institutional investors in FY2022/3: 2 times
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Ni nP r Gr ’s Busin Developmen

Ppo ape G o_up S . usiness Development The Nippon Paper Group will achieve a carbon-neutral business
as a Comprehensive Biomass Company model through the Three Circulations as a comprehensive biomass
“Three Circulations” company shaping the future with trees.

Circulation of wood resources
used for various purposes
with technological capabilities

P

Packaging Business

Household Paper and
ealthcare Business
Paper

@ Business
Paperboard
Business
Chemical New
Business materials*

ino Functional
paper

/ materials*

Manufacturing

Circulation of Mandacing
sustainable forest New i oulp

resources ' lomass
fuel*

CO:2 generated by combustion
is derived from carbon
absorbed from the
atmosphere by trees,
so it is considered not
to increase CO:2
(carbon-neutral)

As forests grow, CO:2

in the atmosphere is

absorbed and fixed
by trees through
photosynthesis

d circulates

Sorted <-4

collection

Active product
recycling

Products which are derived
from wood resources but
not recycled are effectively
utilized for fuel, etc.
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* Businesses to be newly developed beyond existing business domains such as cellulose nanofiber

K01 uoneeasn enfep



& Circulation of Sustainable Forest Resources

Pursue Maximization of Forest Value through
Company-Owned Forests in Japan and Overseas

Forests not only provide value as a raw material source for the Nippon Paper Group, a comprehensive biomass company shaping
the future with trees that provides various products, they also create important value for society and the environment. The Group will
leverage the unique technologies and knowledge it has cultivated until now while continuing to provide diverse value through the
appropriate management of the approximately 160,000 hectares of forests it owns in Japan and overseas.

Value Created through the Circulation of Forest Resources

Value Enjoyed by the Nippon Paper Group > Value Provided to

Society

Initiatives

Nippon Paper Group

Formation and expansion of
forest resources

Expand CO: sinks

Manage forests sustainably

Stabilize procurement
Raise quality and lower costs

Build a carbon-neutral society

Improve productivity through
unique technologies

Improve efficiency by consolidating operations
and introducing cutting-edge technologies

Spread elite trees

Stabilize procurement of Utilize Company-owned
domestic wood forests in Japan

Expand the forestry
seedlings business

Energize forestry in Japan

Maintain and ensure the

Implement forestry management supply chain
considerate of ecosystems

Maintain and improve the
multifaceted functions of forests

Strengthen collaboration with Generate carbon credits Display functions to enhance
customers and NPOs public interest

Domestic Wood Usage Rate

r

(%) == Nippon Paper Industries’ domestic wood

4

usage rate*' (raw materials for paper) (FY)

m Wood product self-sufficiency rate for pulp
and wood chips*?

= Domestic wood product self-sufficiency rate*®

Monetary Value of Public
Interest Functions of
Company-Owned
Forests in Japan

Expansion of CO: Sinks Using Forests

Nippon Paper Industries is engaged in research and development as it believes that improving forest productivity (which means
raising the CO: fixation efficiency rate) is important for maximizing the value of forests. Securing wood resources and raising produc-
tivity will promote the stable procurement of woody raw materials and raise quality and lower costs while contributing to the realiza-
tion of carbon neutrality by expanding COz2 sinks.

Improving the CO: fixation
efficiency rate by strengthening
unique breeding and
propagation technologies

The Company aims for a 30% improvement in the CO:z fixation efficiency rate at
overseas plantation areas by FY2031/3 (compared with 2013) by further strength-
ening unique breeding and propagation technologies to improve forest productivity.

The Company aims to expand forest resource reserves by 100,000 hectares,
mainly in Asia, by FY2031/3.

The Company and Marubeni Corporation signed a strategic partnership in March
2022 and aim to improve forest growing stock through technical guidance
provided to PT. Musi Hutan Persada (MHP), Marubeni’s plantation business
company in Indonesia.

Securing new wood resources

[ The Group’s Concept of Forests as CO2 Sinks

CO:z at the end of 2021 was approximately 31 million
owned forests in Japan and overseas based on a tonnes-CO2. In addition to this, the amount of fixed CO:
business plan for the purpose of using forest due to forests in the environmental protection areas set
resources. up by the overseas plantation business is estimated at
In 2021, the net increase in Company-owned forests approximately 10 million tonnes-CO2. The Company will
in Japan and overseas plantations was approximately continue to study and consider the value and functions
250,000 tonnes-CO:2 (net absorption: absorption of these protected areas.
volume—logged volume) and the total amount of fixed

The Company logs and plants trees in Company-

Japan

1
1
1
- . -
Company-owned forests B Plantation areas
. L)
Y & L)

Overseas

7 L
» Protected

31 million m
tonnes-CO; tonnes-Co:

" &% (estimated).
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Expansion of the Elite Tree**
Seedlings Business for Forestry

40

37.6%
. Approx.

35 o**
___.."' 3 5 O O i The Nippon Paper Group is working in collaboration with the
swee i Lo ¥ . b| | | (o] Ministry of Agriculture, Forestry and Fisheries, local governments
30 wnr and seedlings businesses to contribute to the revitalization of
Estimates based on the 2017 domestic forestry through expansion of the seedlings business for
stimates based on the eco- . . . g
e system service value evaluation forgstry by providing elite tree seedhngg In add|t|or1, when refor-
; . ) ) . . ! ) ) related to corporate biodiversity esting Company-owned forests, seedlings from elite and other
Plantation areas with a vast improvement in 1 Calculation includes waste wood chips from domestic sawmills i L N o . . K
productivit *2 Source: “Yearbook of Pulp and Paper Statistics,” Ministry of Economy, preservation activities published by trees produced within the Company will be used and sequentially Production of elite t di
Y Trade and Industry the Ministry of the Environment roduction of elite tree seealings

(Left: Before improvement planted to raise the value of Company-owned forests.

Right: After improvement)

*3 Source: “Wood Demand and Supply Chart” (Self-sufficiency ratio of
wood for industrial use), Ministry of Agriculture, Forestry and Fisheries *4 Strains of trees such as cedar, cypress, larch, etc. that have excellent characteristics

such as 1.5 times or greater growth and half or less the amount of pollen production
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O Circulation of Wood Resources Used for Various Purposes
with Technological Capabilities

Generating Products that Will Realize the Creation
of a Circulation-Oriented Society with Solid
Technology that Maximizes Use of Wood Resources

The Nippon Paper Group develops business that utilizes renewable wood resources at many stages, based on the accumulation of a
wide range of technologies, including pulping, and know-how. It will strive to boost profitability while contributing to the creation of a
carbon-neutral society by expanding the provision of products and services generated from wood resources as “a comprehensive
biomass company shaping the future with trees.”

| |
Value Created through the Citculation of Wood Resources

Value Enjoyed by the
Nippon Paper Group

Nippon Paper Group > Value Provided

Initiatives

to Society

Increased CO: fixation amount*

Strengthening of business foundation
and increased profitability

Sustainable business growth

Development of products
utilizing wood resources

Creation of a carbon-neutral

expansion of biomass society
products

Popularization and sales

* Replacing fossil-derived products with biomass products utilizing wood resources will increase the CO: fixation amount for society overall.

Products and Services Generated from Technology that Maximizes
Use of Wood Resources

Wood/Building material

Papermaking and coating
technologies

Paper and paperboard, packaging
Newsprint, printing paper, business communication

Various kinds of paper are created using

—> technologies that turn pulp fibers into paper, containerhoard, paperhoard, packaging
uniform sheets and coat them with paper, liquid packaging board, etc.
“m‘\l‘\ various materials. |—p/| Functional paper material
Conceptual image of | SHIELDPLUS®, Lamina®, etc. |

wood structure
The main components of wood are cellulose, hemicellulose,
and lignin.

Biorefinery technology Household paper and healthcare

p , healthcare p |

The three main components of wood are |
chemically processed and manufactured
into products that are used in many

Pulping technology industries such as in chemical products. === Chemical and new materials
C : Di ing pulp, CMC, powder,
q & cattle feed, etc.
Cellulose (pulp fiber) is extracted Nano defibrating technology
from wood. ! | Hemicellulose: Yeast and nucleic acid products |
=P Technology that defibrates pulp fibers to
Cellulose the nano level is used to manufacture | Lignin: Lignin products |
[— many different types of CNF.
. - New materials
Hemicallulose and lignin are ’” Fuel conversion technology
obtained through this process Cellulose nanofiber (CNF) |
as byproducts. Lignin
Black liquor (such as lignin) generated
Hemicellulose — auor (su ignin) Energy

from the pulping process is harnessed as
fuel. The Group is also making efforts to Electricity I
»{ produce new fuel from wood resources.

New woody biomass fuels I

Unused wood, building waste material, etc.
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Development and Sales Expansion of Biomass Products

The Group develops not only paper but also a variety of biomass products that use wood resources as a raw material. It is thought
that if biomass products are widely popularized in society and sales can be expanded, the use of those products could lead to CO:

fixation. Therefore, the Group aims for business growth harnessing technological capabilities and contributions toward the creation of

a carbon-neutral society.

I Expanding Sales of Environmentally Friendly Paper Carton (School POP®)

Sales of School POP® strawless milk cartons for school
lunches are accelerating amid the global trend toward
replacing plastics with paper. These products, which
are compatible with traditional filling machines and
feature improved functions such as ease of opening
and drinking, were developed in June 2020, after which
they were first adopted in Kochi Prefecture, and their
adoption has expanded to 13 prefectures and over 170
municipalities as of April 2022. Approximately 1.4 billion
paper cartons are used annually for milk in Japanese
school lunches, but in FY2023/3, it is expected that
over 200 million School POP® cartons will be supplied
in one year, making up 15% of the total amount. If one
straw weighs 0.5 g, then approximately 100 tonnes of
disposable plastic can be reduced, and this product’s

contribution to fostering environmental awareness in
educational settings has also been positively evaluated.
The Group began production at three locations in 2022,
and aims to expand sales further by establishing a
structure capable of supplying the entire country.

2021 e

Al
& A
= ‘7;&‘
el | S
Y3 il -
‘3companies

Expansion of regions where strawless cartons are used in school lunches
through the popularization of School POP®

I Accelerating the Commercialization of Cellulose Nanofiber (CNF)

The Group is developing applications for CNF, formed
from pulp defibrated to the nano level. As for TEMPO-
oxidized CNF and carboxymethylated CNF, for which
mass production has begun, the Group is continuing to
work on expanding its lineup in anticipation of an
increase in the number of adoptions and development of
new functions. Facilities at the Gotsu Mill, which pro-
duces carboxymethylated CNF, are expected to achieve
full operation through an expansion of successful adop-
tions primarily concentrated in food products and cos-
metic uses, and CNF business will be developed in
earnest as the Company'’s unique business. For CNF-
reinforced resin, the Group promotes technological
development and sample works, and aims for these
products to be used at an early stage. In terms of uses in
development, the electrical storage properties of CNF
were discovered through the results of collaborative
research with Tohoku University in 2021. Following this,
the Group succeeded at carrying out the world’s first

LED lighting verification outside of an academic experi-
ment, and is aiming to exhibit a prototype at Expo 2025
in Osaka, Kansai. It will continue to accelerate initiatives
toward early commercialization by strengthening collabo-
ration both inside and outside the Company.

Cosmetic brbduct BIOFEAT from Nippon LED lighting that relies on a
Paper Papylia CNF-based electricity storage body

I Development of Cattle Feed (Genki Morimori®)

The Group has developed cattle feed from wood
resources by utilizing its cultivated pulping technology.
Highly refined and high-quality cellulose is singularly
extracted through the treatment process to remove lignin
from wood, which makes it possible to obtain stable
quality, creating an easily digestible and effective source
of energy. The fact that it is produced domestically and
can be supplied throughout the year is also a strength. In
addition to increased milk yield and improvements in

breeding, the feed has also
been shown to promote the
health of fattened cattle.
The Group will promote
these strengths and results
and work to increase adop-
tion by ranches.

Genki Morimori®

Nippon Paper Group Integrated Report 2022

27

K01 uoneeasn enfep



o Active Product Recycling
Using Hard-to-Recycle Unused Wastepaper

For many years, the Nippon Paper Group has actively used wastepaper as raw material for paper production. Going forward, by
simultaneously addressing customer needs for replacing plastic with paper and the recycling of paper products, the Group intends to
increase demand for biomass products, which in turn will expand the market for replacing plastic with paper. For that reason, Nippon
Paper Industries will construct a collection system for used paper cartons for food, which were hard to recycle, and aim to expand
sales of biomass products.

Value Enjoyed by the

Nippon Paper Group

Further development of the market
for replacing plastic with paper

Sales expansion of biomass

> Value Provided

to Society

Effective use of resources
Promotion of paper product

recycling Realizing a circulation-

products oriented society

The Company is further develop-
ing the market for replacing
plastic with paper and working to
expand sales of biomass products
by promoting recycling of paper
that had previously been hard to
recycle, such as used paper
cartons for food.

In October 2022, the Company
will begin operating recycling
facilities for paper cartons for food

! ( ° and beverages, such as paper
Promotion Office, Technical & . o
Engineering Division cups, at its Fuji Mill. It uses the
Nippon Paper Industries Co., Ltd. high-quality, intensely white

recycled pulp produced at these

facilities as raw material for paper, and provides paper prod-
ucts in a wide variety of areas including paper, paperboard and
household paper. In doing so, it aims to further develop the
market for replacing plastic with paper. It also plans to annually
collect and use 12,000 tonnes of wastepaper, including paper
cartons that are hard to recycle, in 2030.

On the other hand, there are two major issues involved with
this recycling promotion. One is the construction of a collection
system for used paper cartons for food. For example, it is up
to municipalities to decide whether used paper cartons are
counted as trash or recyclable resources. In addition, the food

Makoto Hasegawa
General Manager, Recycling

residue that adheres to the paper cartons may cause decom-
position and unpleasant smells, so the cartons must be
washed. With the support of Hamamatsu City in Shizuoka
Prefecture, the Company has been conducting verification
tests for the separation and collection of used paper cartons
from homes in the city since April 2021. It has also been con-
ducting verification tests to wash and collect used paper cups
at places such as event spaces in Tokyo and Hokkaido.
Through these tests, it has been studying the establishment of
a separation and collection scheme for paper cartons. Addi-
tionally, it is working to establish a collection system together
with customers, such as B-to-C paper carton manufacturers
and retailers with close ties to consumers as the key to raising
awareness of recycling paper cartons among consumers.

The other issue is promoting the use of recycled pulp. The
entire Group must establish new sales strategies that involve
engaging with customers to develop products with environ-
mental appeal and broaden the range of applications. The
Group has received feedback from customers desiring a visual
depiction of recycling and products generated from collected
paper cartons, and will work to provide paper products that
offer recycling as a new value.

Going forward, the Group will broaden initiatives aimed at
promoting active product recycling together with customers,

and advance business expansion and the use of new
resources through mutually beneficial relationships.

Initiatives for Carbon Neutrality

Utilizing Accumulated Technology and Experience
and Further Reducing Coal Consumption

The Nippon Paper Group aims for sustainable Group growth and the realization of a circulation-
oriented society that maximizes wood resources.

In response to the surge in coal prices, the Group is accelerating initiatives for reducing coal
consumption that will lead to earnings improvements and carbon neutrality.

The manufacturing process
of creating products from
wood resources requires a
large amount of energy, so
fuel procurement is an
important management issue
that affects earnings.

The Group took the
global oil crisis as an oppor-
tunity to achieve cheap,
stable procurement, and

consumption to 1.46 million tonnes in FY2023/3, but is
working on reducing this amount even further through
additional measures.

Prices for raw materials and fuel began to surge in the
latter half of FY2022/3, and the price of coal in particular
skyrocketed in response to the Russian invasion of
Ukraine, dealing a direct blow to the Group’s earnings. As
an emergency measure to improve earnings, within the
Group, the technology and sales departments have been
intensively collaborating on operations that limit coal

Yasuhito Murakami

Executive Officer

General Manager, Technical &
Engineering Division

(In charge of GHG emissions
reduction and promotion of

environmental management) Coal Consumption

Nippon Paper Industries Co., Ltd. converted to a mix of fuels (1,000 tonnes)

primarily focused on coal e P Initiatives
with high calorific value. Meanwhile, it has accumulated a 2000 1720 100 :g(rl Ifjlé;:g:;
great amount of know-how regarding biomass power 1500 e
generation by utilizing woody biomass fuel and non- 100

fossil-type waste-oriented fuels in order to reduce GHG
emissions in manufacturing processes. In recent years, it .
has also been working on reviewing the production struc- 2014/3 2021/3  2022/3 20233 2031/3(FY)

. Result Plan Target
ture of the Paper Busmess, and plans to reduce coal * Scope: Nippon Paper Industries (amount consumed internally)

500

consumption to the fullest extent while maximizing pro-
duction efficiency by, for example, narrowing down the
number of production items. Additionally, from the
perspective of carbon neutrality as a way of addressing
climate change, the Group must realize the scenarios
from the 2030VISION ahead of schedule.

Technology and Operational Experience Will
Accelerate Energy Conversion

In addition to coal, prices for crude oil, natural gas, and
woody biomass fuel have been surging around the world
with companies scrambling to compete, but the Group
will continue its shift away from coal to domestic waste-
oriented fuels.

Through construction and operation of various bio-
mass power generation facilities, the Group has accumu-
lated know-how covering operational stability such as
adapting combustion to fuels with different calorific values
and forms and technology that limits the adhesion and
corrosion of ash with a low melting point at areas of heat
transfer within facilities. In addition, with regard to the
three circulating fluidized bed boilers at the Akita, Fuji, and
Otake Mills, where the percentage of coal consumption is
currently high, the Group is considering remodeling the
facilities to increase the ratio of waste-oriented fuels used.
It will also work on fuel procurement that maximizes its
internal procurement network.

Maximizing the permissible use of black liquor gener-
ated from the pulp manufacturing process is also one of
the Company’s key strategies. Using pulp to create a
large number of biomass products other than paper and

paperboard, black liquor, a carbon-neutral fuel, will
increase in abundance and be used to accelerate energy
conversion.

Undertaking Energy Saving with New Ideas
Energy saving is an incredibly important measure in
energy-intensive industries. The Group has set a target
of improving total energy intensity in manufacturing by
one percentage point or more per year, but this will not
be easy.

However, right now as energy costs are rising, it is
critical to limit the consumption of fuel and electricity
through higher energy efficiency. For instance, although
using a large volume of water in the papermaking process
is necessary from the standpoint of paper quality, a signifi-
cant amount of energy is lost. Going forward, we will
incorporate new technologies, and | think that we will
require new ideas to simultaneously maintain and improve
water and energy saving as well as quality. We will once
again review the energy saving measures that we have
undertaken up to this point while identifying the causes of
energy loss in various processes, and proactively advance
effective measures to save energy.

Based on the presumption of surging prices for raw
materials and fuel, the Group will establish operational
structures that reduce coal consumption such as fuel con-
version and energy saving, as well as advance the reorga-
nization of the Paper Business’s production structure in an
integrated manner. By pursuing both cost and quality using
flexible ideas and reducing GHG emissions, we aim to be a
company that is trusted and chosen by customers.
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Progress on Medium-Term Business Plan 2025

The Nippon Paper Group formulated the 2030VISION as a guideline that clarifies its goals for
2030 and business challenges to realize the Group Mission. Medium-Term Business Plan
2025 is an action plan established for the five years from FY2022/3 to FY2026/3 to realize

the 2030VISION.

Although the business environment encompassing the Group is changing rapidly and
dramatically, it is aware of the current situation and challenges and will rapidly propose and
implement measures to realize Medium-Term Business Plan 2025.

Basic Policy

Medium-Term Business Plan 2025 has the basic strategy to
accelerate the transformation of business structure and reallo-
cate management resources to growing businesses, acceler-
ate enhancing profitability of new businesses and reinforce
competitiveness of foundation businesses.

This medium-term business plan is positioned as an
extremely important initiative to set the Group on a growth

Progress in the First Year

In FY2022/3, net sales increased steadily, but operating
income decreased compared with the previous fiscal year due
to the impact of the spread of COVID-19 and surging raw
materials and fuel prices. As a result, EBITDA and ROE
remained below the levels of the previous year.

However, in the foundation businesses, progress on reduc-
tion of paper production capacity went as planned, and mea-
sures incorporated in the medium-term business plan for new
and growing businesses were implemented. Moreover, in the
latter half of FY2022/3, price revisions were carried out for

Group

E Mission
Medium-Term
Business Plan 2025

trajectory, placing greatest emphasis on a sense of speed in
each business within growth sectors, identifying demand
trends and advancing appropriate measures. Moreover, by
maximizing utilization of resources at each production site in
the paper business, it aims to enhance investment efficiency
and pass on the technical skills and know-how of Nippon
Paper Group employees.

many products, including paper, paperboard, household paper
and paper carton products.

FY2020/3 | FY2021/3 | FY2022/3 MTBP 2025
Results | Results | Results Targets

Net sales (¥ billion) 1,043.9 1,007.3 1,045.1 ¥1,100.0 billion
Operating income 35.0 19.2 12.1 | ¥40.0 billion or more
(¥ billion) at an early stage
EBITDA (¥ billion) 97.8 86.9 81.5  Stably ¥100.0 billion
Net D/E ratio (times) 1.75 1.86 1.89 1.5t0 1.6 times
ROE 3.7% 0.8% 0.5% 5.0% or more

Our Understanding on Current Business Environment (Risks and Opportunities)

The unstable global situation caused by the Russian invasion
of Ukraine is showing signs of being prolonged and disruptions
in the supply chain, including congestion of maritime transpor-
tation, are causing dramatic rises in prices. Even in Japan, the
business environment encompassing the Group has changed
significantly as prices for fuel and raw materials have surged

and the yen has continued to weaken dramatically beyond
expectation. While advancing initiatives to leverage opportuni-
ties such as growing demand to replace plastic with paper, the
Company is also keenly aware of the importance of respond-
ing appropriately to pressing risks such as surging prices for
fuel and raw materials and shrinking demand for paper.

Changing Business Environment Opportunities

Prolonged Ukrainian impact (continued - Lingering high fuel and raw material prices,

disruption to the global supply chain) including for coal

Inflation and foreign exchange

fluctuations (possible recession) - Rise in various costs

Continued congestion of maritime
transportation

- Rise in logistics costs

and product shipment

Further escalation of requirements to

reduce GHG emissions GHG emissions

- Rushed introduction of a carbon tax

Acceleration of elimination and
reduction of plastic

Entrenchment of new lifestyle patterns
brought about by COVID-19
digitalization
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- Acceleration of shrinking demand for paper

- Increased sales opportunities for items such
as lumber and pulp

- Improvement in export environment due to the
weak yen

- Recovery in demand for domestic products

- Sluggish fuel and raw material procurement

- Selection of products based on the amount of - Enhanced value of forest resources

- Expanded market for biomass products
- Establishment of a system for carbon credits

- Reversion to plastic use through such means - Replacing plastic with paper and rising
as establishment of reuse technologies

demand for biomass products

- Further reduction in demand for graphic paper - Expanded sales opportunities for household
due to such factors as advances in

products addressing increased consumer
awareness of health and hygiene

FY2023/3 Important Issues

The business environment for the paper business is becoming
increasingly harsh due to the soaring price of coal, and reduc-
ing coal consumption is not only an issue in regard to decreas-
ing GHG emissions, but also directly relates to earnings. In

have been slow to recover and early measures are essential.
To improve these situations, in FY2023/3, the Company will
make additional revisions to product prices including paper,
paperboards, and liquid packaging boards, while tackling the

addition, growing businesses may secure a certain level of

earnings under this harsh environment, but Opal’'s earnings

Main Initiatives

Important Issues

(1) Accelerate reduction of coal consumption

(2) Structural reform of the Paper Business

(3) Improve the profitability of Opal

following three important issues.

- Limit or temporarily shut down coal boilers

- Consolidate maintenance shutdowns of production facilities

- Reduce variable and fixed costs not bound by conventional concepts

- Maximize production efficiency in such ways as narrowing down product grades
- Propose plans to reorganize the production structure from a medium- to long-term

perspective

- Firmly capture sales opportunities through market growth
- Assure emergence of synergistic effects
- Strengthen the integrated packaging production system

Strengthen New and Growing Businesses

New and growing businesses generally progressed as
planned, including development of new products, promotion of
expanded sales and launching operation of new facilities.
Going forward, the aim is to achieve Medium-Term Business

Plan 2025 by steadily realizing the effects of each of these
measures and expanding earnings by responding to changing
trends in demand and the economic environment, and striving
to respond to new needs that help resolve social issues.

Business Main Progress in FY2022/3 Main Initiatives for FY2023/3 Onward

Paperboard

Domestic Packaging

Overseas  Opal
Packaging

NDP

Household Paper and Healthcare

Chemical/New Materials

Energy

Wood/Building Material

- Expanded sales of kraft linerboard with high
burst strength

- Expanded adoption of School POP®, strawless
milk cartons

- Launched operations of state-of-the-art Cl flexo
printing press

- Appearance of synergistic effects
- Acquired new, large-scale contract for copy paper

- Expanded pulp sales due to operation of pulp
drying machine
- Launched operations of the metal belt calendar

- Shifted all toilet paper rolls to long-lasting rolls

- Increased production capacity of functional
cellulose-coated resins

- Expanded application of cellulose products,
including CNF

- Succeeded in verification of an LED light in a
CNF electricity storage body

- Commissioned by NEDO for an outsourcing
project to research CCUS

- Converted the Suzukawa Energy Center to a
biomass mono-firing power plant

- Expanded sales of biomass fuel

- Expand distribution functions through Diamond

Trading Inc.

- Develop high-value-added products utilizing

proprietary kraft pulp

- Expand sales of high-value-added products

such as NSATOM®

- Deepen relations with Elopak ASA, pursue new

business opportunities

- Strengthen collaboration with NDP

- Firmly capture sales opportunities through

market growth

- Assure emergence of synergistic effects
- Strengthen the integrated packaging production

system by constructing a new corrugated box
plant, upgrading equipment at existing
corrugated box plants, etc.

- Develop high-value-added products in collabora-

tion with the domestic Packaging Business

- Maximize sales volume of dry pulp

- Maximize pulp utilization within the Group
- Improve quality through unique technologies,

launch new products

- Develop markets for new cellulose products

and establish manufacturing technologies at an
early stage

- Assure emergence of capital investment effects

- Operations at Yufutsu Energy Center

- Expand the domestic log handling volume
- Further strengthen the biomass fuel/non-fossil

fuel businesses
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Roundtable Discussion of Outside Directors

Promoting Change and Acceleration
through Proactive Statements Aimed at

Sustainable Growth

Makoto
Fujioka ’ |

Outside Director

utaka

Kunigo

Quuside Director

As the social environment undergoes drastic changes, the Nippon Paper Group is working to

accelerate the transformation of the business structure as “a comprehensive biomass company

shaping the future with trees,” and governance must be strengthened even further. In this
roundtable discussion, Makoto Fujioka, Yoko Hatta, and Yutaka Kunigo spoke from the per-

spective of outside directors.

Leadership by the Board of Directors sought in
an age of uncertainty

— In an age of uncertainty, what do you think about the role of
the Board of Directors in corporate management?

Fujioka: Unimaginable circumstances, whether it be the
COVID-19 pandemic or Russia’s invasion of Ukraine, have had
an extensive impact on corporate activities. We need to fully
comprehend that we have entered an age in which the
unthinkable has actually occurred.

In the business world, a common perception about the age
of “WUCA” (Volatility, Uncertainty, Complexity, Ambiguity) began
to spread in the 2010s. In other words, the pandemic and the
emergence of geopolitical risks are not coincidental or tempo-
rary phenomena. | believe that the economy and society were
already undergoing a paradigm shift, and that the various
problems occurred due to the previously mentioned impacts.
Even though we are in an age which has an extremely
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uncertain business environment as | explained, companies
need to squarely address the issues, generate social value,
and achieve sustainable growth. The role of the Board of
Directors, which is the core of corporate governance, is
becoming increasingly significant.

It is important to consider the specific roles of the Board of
Directors from three perspectives. First, although sudden shifts
require short-term action, in ordinary times, the Board of
Directors takes a long-term view and ascertains the direction
society and the economy are headed. Second, it creates a resil-
ient, flexible management structure capable of responding imme-
diately in emergencies. Third, it views unforeseen circumstances,
occurring in what seems like a constant stream, as both threats
and business opportunities. Based on these perspectives, | think
the Board of Directors is required to fulfill the role of a guide,
ushering the Company in the right direction. It does this by con-
tinuously collecting information about the business environment
with its antenna raised high and monitoring management.

The approach to utilize outside directors is
advancing

— How do you evaluate Nippon Paper Industries’

Board of Directors?

Hatta: | was appointed as an outside director in 2019, but
prior to that, agenda items were circulated just before Board
meetings which then proceeded quietly, with hardly any
discussion, and agenda items being merely approved
according to their drafts. However, my impression is that
things have changed quite a bit. The opinions of outside
directors are being sought considerably more, and opportu-
nities for outside directors to ask questions are also increas-
ing. Against a market environment in which demand for
paper is continuing to decrease significantly, | feel that the
awareness of a crisis which requires the Company to change
is growing much stronger.

Kunigo: Since consideration of the 2030VISION and
Medium-Term Business Plan 2025 began, President Nozawa
earnestly listened to the opinions of outside directors who said
that strategic discussions were necessary, and we became
able to have various kinds of discussions. There is now

a structure in which, aside from Board of Directors meetings,
outside directors also attend meetings of the Group Manage-
ment Strategy Committee and Management Executive Com-
mittee, and are able to ask questions. | am convinced that the
Company is incredibly open.

Actually, since Medium-Term Business Plan 2025 was
initiated, outside directors have been consulted beforehand in
many cases about projects that have yet to be drafted as
agenda items. Opinions regarding projects currently under
consideration on the execution side are heard, so | think the
Company has a rare openness. Additionally, | feel the fact that
information is being shared beforehand in such a way leads to
constructive dialogue at Board of Directors meetings.

Fujioka: | have been serving as an outside director for six
years, but feel that the Company has truly changed over that
time. Discussions have become incredibly active, explanations
about projects are given successively even outside the monthly
Board of Directors meetings, and opportunities for discussion
have been increasing right before my eyes. There have been
some months where | worked on the Company’s business for
nine days out of the month. Since 2021, quarterly operational
reports have been made by each chief officer and discussions
have taken a medium- to long-term perspective at Board of
Directors meetings. | think this is a very important change
when it comes to creating and enhancing corporate value.

— What type of roles do you think you fulfilled as outside
directors at Board of Directors meetings in FY2022/3? Also,
what kind of stance did you take when making statements?
Hatta: Overall, there were many opportunities to ask ques-
tions. Naturally, there were some questions which the executive
side was unable to explain, but there were many opportunities
for outside directors to question things that had not yet been
noted. Also, requests for follow-up reports on important

projects after they had been decided were accepted, and we
were able to thoroughly monitor each project.

What | am mindful of is questioning those on the execution
side from my end to confirm whether an environment is being
established that will make it possible to implement the project
and whether there are any bottlenecks that will hinder prog-
ress. At that time, | make sure to include the phrase “Please
work on it with a sense of urgency.” Currently, in addition to
the pandemic, the unimaginable has occurred through
Russia’s invasion of Ukraine, affecting the entire world. It is
precisely because | am keenly aware of this age of uncertainty
that | believe acceleration is critical no matter what | do.
Kunigo: Over the course of the year, | made sure to serve
as the “watchman of the medium-term plan” at all costs. |
examine whether measures incorporated in Medium-Term
Business Plan 2025 are being achieved or if progress toward
achievement is being made. That is the perspective | hold to
be most valuable.

Additionally, | make sure to employ my abundant prior
experience and offer my opinions with an outside viewpoint
as an expert when it comes to initiatives involving energy
and decarbonization, including capital investment in
infrastructure.

Fujioka: | have reviewed the minutes of the meetings over
the past year, and have come to make statements from vari-
ous angles, including some statements about issues that
appear difficult, from a medium- to long-term perspective, in
order to further improve the Group’s value. | naturally make
statements not only at Board of Directors meetings but also
when the execution side is at the planning stage, many of
which have been incorporated into actual measures.

For instance, when the 2030VISION and Medium-Term
Business Plan 2025 were formulated, | suggested it would be
necessary to spread awareness to every single employee
on-site to achieve them. Then on the day when the medium-
term business plan was announced, President Nozawa him-
self broadcast a video message to all employees. On top of
this, an employee survey was conducted, and the responses
have been used to spread awareness of Medium-Term
Business Plan 2025 and the 2030VISION. Furthermore, when
| proposed the necessity for highly in-depth discussions
directly with the president outside Board of Directors meet-
ings, he personally explained the policies aimed at achieving
the medium-term business plan before the Personnel &
Remuneration Advisory Committee, and opportunities were
made for outside directors to ask questions about points of
concern and offer their opinions. Beginning in FY2023/3, the
number of meetings held increased from the original two
times per year to four, which has led to an increase in oppor-
tunities for discussion.
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Roundtable Discussion of QOutside Directors

Seeking development of management personnel
qualified through diverse business experience

— From a medium- to long-term perspective, experience in
what areas and what types of skills are required of personnel
responsible for the Group’s management?
Kunigo: The Group is
making efforts to drasti-
cally change its business
structure under Medium-
Term Business Plan 2025,
so | think that people who
have gained experience
through a wide range of
businesses are ideal. In
particular, in order to
expand the Daily-Life
Products Business further,
it will be a requirement that
such people possess
accumulated experience in
a business that deals
closely with consumers.
Meanwhile, in terms of
temperament, leadership
that rallies those around
them is a must. As the
Group’s organization is flat,
leadership that continu-
ously increases involve-
ment is extremely critical.
One more important thing
is of course tenacity since
the current management environment is harsh.
Hatta: | think being able to see from diverse perspectives and
accurately assess what must be achieved and being able to use
that skill as an axis for progress is important. However, they will
not be able to listen flexibly to other people’s opinions if they are
too self-assertive, so | think someone who is confident in their
way of thinking and has a strong determination to take responsi-
bility while being able to listen to the opinions of those around
them is necessary for the Group’s management. It is also
important to be able to take initiative with a sense of urgency.
Fujioka: There are certainly skills required by each division
such as sales, research and development, and technology.
Additionally, what | want to look for is the ability to develop
business. The ability to implement and develop innovative
changes from new perspectives is surely necessary even in
existing businesses, and in the Daily-Life Products Business, the
ability to create new businesses and develop them overseas will
become valuable. In addition, in order to make close contact
with customers and develop business after gathering informa-
tion, | think the ability to cross divisions and collaborate with
others, including partner companies, will become necessary.
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If cases emerge in which the Group, as a comprehensive
biomass company, exits the traditional paper business and
conducts business broadly in new developing markets, the
range and number of management personnel with those
abilities will surely become important. For that reason, | think
it will be necessary for the Company to invest in personnel
development, and enable these people to accumulate experi-
ence from the standpoint of taking on responsibility in a range
of business divisions, such as managerial experience in
overseas businesses or subsidiaries, from a young age.

Measures undertaken in the first year of the plan
were largely praised

Looking ahead, “speed” and “lateral communica-
tion” will become necessary

— How do you evaluate the progress of the 2030VISION and
Medium-Term Business Plan 2025 in the past year as outside
directors?

Kunigo: Due to the impact of unthinkable environmental
changes, it is true that we are seeing nothing but unfavorable
figures. However, the key point to focus on is whether or not
the Group can fully apply managerial resources and not use
the pandemic or the invasion of Ukraine as excuses. On that
point, my evaluation is that measures are being achieved to
a certain extent. | also have the impression that steady prog-
ress is being made on non-financial initiatives as well.

| fully agree with Chairman and Director Manoshiro and
President Nozawa that there is a need to accelerate the
speed at which measures are undertaken. Despite the impact
from the prolonging of the COVID-19 pandemic and the inva-
sion of Ukraine, the orientation of the measures undertaken in
Medium-Term Business Plan 2025 is accurate. However, in
addition to the decline in paper demand, we have been forced
to address the surge in coal prices, which is precisely why |
think acceleration is most crucial. In addressing important
management issues, we must make efficient use of people,
items, and money. By having people accelerate the speed of
decision-making and increasing the circulation of items and
money, we should be able to improve the efficiency of limited
managerial resources.

For instance, the Group’s coal boiler facilities are massive in
scale, and changing the way they are handled overnight would
be difficult. For that reason, in order to rapidly decrease coal
consumption, leadership must be demonstrated. More to that
point, if unprecedented leadership, by not only the president
but the entire management class, can be demonstrated,
decision-making will accelerate even further. For important
management issues such as reducing GHG emissions, the
Company clarified the responsibilities of executive officers in
June 2022. | have very high hopes that those officers will
promote the acceleration of information gathering and
decision-making.

Hatta: In an internal company survey conducted after the
formulation of the 2030VISION and Medium-Term Business

Promoting change and acceleration through
proactive statements aimed at sustainable growth

Plan 2025, feedback was received from those concerned
about a further decline in paper demand going forward.
Meanwhile, although | understand the importance of accelera-
tion, it will be difficult to maintain that mindset, and even if
those at the top are rushing around, those below will not keep
up. In order to accelerate, we must ensure that all employees
share a sense of crisis, and maintain their commitment to
working together. In perceiving social and economic trends
and taking action appropriately as a company in the capital
intensive industry that owns massive facilities, a large amount
of cash is naturally required, and marketing ability is critical to
generating cash and transforming the business structure. |
think it will be difficult to produce results immediately, but
steadily making efforts is important.

— In last year’s integrated report, you said that one of the
Group’s issues was “lateral communication.” Have you seen
improvements to this in the past year?

Hatta: It appears that the employees have developed

a strong tendency to work hard solely on managing their own
positions in a business model involving the mass production
of paper. Through Medium-Term Business Plan 2025, all
employees recognized the necessity of lateral communication
and realized that action must be taken, but just like before,
the mindset that the Company should sustain its own posi-
tion remains. To break free of that mindset, efforts are being
made to cooperate horizontally across organizations, such as
launching a team to collaborate on research, technology,
logistics, and more. The team issues a report every quarter,
and | feel it has started to serve a purpose. Amid an environ-
ment where change is inevitable, these gradual adjustments
are reassuring.

Kunigo: This ties into the
conversation about consult-
ing outside directors about
projects before they are
drafted as agenda items,
but | feel that there is strong
enthusiasm toward listening
o external opinions.
Fujioka: | strongly feel
that sharing of awareness
toward innovative changes
and enthusiasm for those
changes is rising. That is
perhaps why the number
of agenda items being
brought to the Board of
Directors is on the rise.
The level of activity
throughout the Company
overall is undoubtedly
increasing. Amid what has
of course recently been

a harsh business environ-
ment, although the results

of these efforts may not
become visible immedi-
ately, | am confident that
they will emerge in the
medium to long term.

Maximizing manage-
rial resources, honing
sales abilities, and
expecting a transfor-
mation into a true
comprehensive bio-
mass company

— What kind of expecta-
tions do you all have for
the future growth of the
Group?

Hatta: It is important now
to harness the advanced
potential of wood and
explore future business
development. In order to
do so, | think it will be
extremely difficult if the Group continues to employ conven-
tional methods. | think utilizing the capabilities of young people
and making concrete efforts as a unified group while proactively
incorporating diverse opinions through active discussion will
lead to acceleration.

Kunigo: First of all, | often speak about harnessing the exper-
tise of operators at manufacturing sites. Second, because
many of the Company’s products use materials from the upper-
most stream, differentiating the products themselves is difficult,
and the reality is that profit margins are slim. For precisely that
reason, we expect to expand our business in wood resources,
especially cellulose, and actively shift downstream, closer to
consumers. Additionally, as for the point of using Company-
owned forests, | think they have further potential.

Fujioka: | spoke about this in last year’s roundtable discussion,
but | have strong expectations that the Company will transform
into a true comprehensive biomass company based on its
slogan of “shaping the future with trees.” Wood is itself a renew-
able resource, and the Company will be able to help form a
circulating economy through the development of businesses
utilizing that wood. In other words, by developing business, it
will be able to improve the very social value it provides. With
the human resources, technological capabilities, and wood
resources it owns and manages and the partnerships it has built
up in a wide range of areas, the Group could make it happen. |
believe that effectively exploiting these managerial resources will
make it possible to realize its Vision and become a unique and
meaningful company. For that reason as well, it will be necessary
to strengthen collaboration with a focus on sales departments
across the entire Group and improve sales capabilities.
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Highlights

Financial Highlights

(01 | Net Sales and Overseas Sales Ratio

02 Operating Income and Operating Income Margin

1,046.5 1,068.7 1,043.9

1,007.3
205
.5
17.0 16.2
2018/3 2019/3 2020/3 2021/3 2022/3
I Net Sales (¥ billion) == Overseas Sales Ratio (%) (FY)

Net sales in FY2022/3 totaled ¥1,045.1 billion, exceeding the
previous fiscal year, due in part to a rebound from decreased
demand during the COVID-19 pandemic. In addition, the overseas
sales ratio grew to 27.0%, partially because of the full-year contri-
bution from the paperboard and fiber-based packaging business of
Opal, which was transferred to the Nippon Paper Group in 2020.

35.0

19.6 19.2

2018/3 2019/3 2020/3 2021/3 2022/3
I Operating Income (¥ billion) === Operating Income Margin (%) FY)

In FY2022/3, operating income was ¥12.1 billion, while the operat-
ing income margin was 1.2%. Both were lower than the previous
fiscal year due largely to the impact of surges in fuel prices. In
Medium-Term Business Plan 2025, the Group aims to achieve
operating income of ¥40.0 billion or more at an early stage, and
will advance initiatives to improve earnings.

(03| Net Income (Loss)*' and ROE*2 04 | EBITDA*
g (¥ billion)
7.8 o 97.8
18N 3.2 2.0 i 84.6 86.9 81.5
08 0.5

8.6)
(35.2)

2018/3 2019/3 2020/3 2021/3 2022/3 2018/3 2019/3 2020/3 2021/3 2022/3

I Net Income (Loss) (¥ billion) == ROE (%) (FY) (FY)

As a result of recording expenses incurred from the reorganization
of the production structure undertaken to accelerate the business
structure transformation as extraordinary loss, net income in
FY2022/3 was ¥2.0 billion. The Group will improve ROE by the
latter half of Medium-Term Business Plan 2025, and targets ROE
of 5.0% or more.

EBITDA has remained in the ¥80.0-90.0 billion range for the past
few years, and totaled ¥81.5 billion in FY2022/3. The Group aims
to stably record EBITDA of ¥100.0 billion in order to enhance the
usage of capital such as for investment toward growth and
repayment of debts and shareholder returns.

05 Net Income (Loss) per Share and Dividends per Share

(OO | Net Interest-Bearing Debt and Adjusted Net Debt/Equity Ratio**

122.89
67.80
60 \ 30 40 40 40
27.67 17.23
(304.34)
2018/3 2019/3 2020/3 2021/3 2022/3
I Dividends per Share (¥) == Net Income (Loss) per Share (¥) (FY)

Net income per share in FY2022/3 was ¥17.23. The Group has
established a basic policy of determining shareholder returns after
comprehensively considering factors such as results and the
status of internal reserves, and paid dividends per share of ¥40 in
FY2022/3.

759.1 761.3
634.6 625.2 637.1 1.89
- 1.86
= 1.76 1.75
2018/3 2019/3 2020/3 2021/3 2022/3

I Net Interest-Bearing Debt (¥ billion) == Adjusted Net Debt/Equity Ratio (times) (FY)

Net interest-bearing debt at the end of FY2022/3 increased slightly
from the previous fiscal year, and the adjusted net debt/equity ratio
was 1.89 times. The Group will accelerate business structure
transformation, aiming to achieve an adjusted net debt/equity ratio
of 1.5 to 1.6 times, a target of Medium-Term Business Plan 2025.

*1 Profit (loss) attributable to owners of parent  *2 Return (loss) on equity (ROE) = Profit (loss) attributable to owners of parent / [Average of balances at the
beginning and end of fiscal year (Shareholders’ equity + Accumulated other comprehensive income)] x 100 *3 EBITDA = Operating income + Depreciation +
Interest income + Dividend income + Amortization of goodwill  *4 Adjusted net debt/equity ratio = (Net interest-bearing debt — Equity-type debt) / (Shareholders’
equity + Equity-type debt*) *5 Equity-type debt: The amount of debt financed by hybrid loans that has been recognized as equity credit by ratings agencies

(50% of the financed amount)
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Non-Financial Highlights

01 | Greenhouse Gas Emission Volume*'

02 Non-Fossil Energy Use Ratio in the Group*'
(Calorie Conversion*?)

(Million t-CO2)

2014/3 8.5

2022/3 6.8
(FY)

The Company promotes energy conservation measures and fuel
conversion to woody biomass and waste-oriented fuels aiming for
carbon neutrality by 2050, while advancing scenarios depicted in
the 2030VISION ahead of schedule, through additional measures.

1991/3 34 66

2022/3
(FY)

I Energy from non-fossil fuels (%) [ Energy from fossil fuels (%)

In order to reduce GHG emissions, the Company works to
improve the non-fossil energy use ratio, while promoting resource
circulation in Japan by accelerating the conversion from fossil
fuels such as coal to non-fossil fuels like woody biomass and
waste-oriented fuels.

(3| Forest Certification Rate among Company-Owned Forests

04 Number of Employees (Consolidated) and Percentage of
Employees at Overseas Subsidiaries (Consolidated)

100 100 100 100 100 100 100 100 100100

2018/3 2019/3 2020/3 2021/3 2022/3
I Overseas plantation areas (%) W Company-owned forests in Japan (%)  (FY)

The Company conducts sustainable forest management with
consideration for the environment, society, and the economy in
the approximately 160,000 hectares of forests it manages both
in Japan and overseas, and has obtained forest certification for
all of them.

36.5 37.1
16,156 16,129

12,881 12,943 12,592
19.4 19.4 19.2
2018/3 2019/3 2020/3 2021/3 2022/3
I Number of employees (consolidated) FY)

=== Percentage of overseas employees (consolidated) (%)

The Company is making advancements in reassigning employees
to new businesses and growing businesses in order to accelerate
business structure transformation. In growing businesses, it
focuses on capturing overseas markets, and continues to expand
business with a focus on Southeast Asia and Oceania, where
population increase and economic growth are expected.

O Percentage of New Female Graduate Employment for
o Managerial-Track Employees and Percentage of Female Managers*

Number of Meetings Attended by Outside Directors
06 (Average of Three People in FY2022/3)

40
35
30
o5 26
- ——_—
o o4 2.7 2.7
2019/3 2020/3 2021/3 2022/3 2023/3

=== Percentage of new female graduate employment for managerial-track employees (%) (FY)
=== Percentage of female managers (%)

In order to promote diversity, the Company formulated the Action
Plan for the Advancement of Women in April 2021. It is working on
arranging environments to achieve its targets and on increasing
the number of women hired for managerial-track employment.

H Board of Directors meetings: 13 times

B Group Management Strategy Committee meetings:
23.3 times

B Personnel & Remuneration Advisory Committee
meetings: 3 times

B Meetings with institutional investors: 2 times

B Management Executive Committee meetings:
11.3 times

B Other meetings: 47 times

The Company continues to ensure opportunities for outside
directors to attend meetings with institutional investors and
meetings to discuss business strategy and enhance functions
in order to strengthen corporate governance.

*1 Consolidated and non-consolidated subsidiaries *2 Estimate by Nippon Paper Industries based on domestic primary energy supply data (finalized data for
FY2020/3) by the Agency for Natural Resources and Energy *3 Nippon Paper Industries
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The Nippon Paper Group At a Glance

FY2022/3 Results

[ Net sales ]

¥1,045.1 viion

[ Operating income ]
¥1 2.1 billion

Wood Products and
Construction-Related 64.5

Other 30.2

Energy

31.8 K
Net Sales

by Business
(¥ billion)

Daily-Life

Products Paper and

386.5 Paperboard
532.1

Energy 84

Wood Products and
Construction-Related 1,444

Other 1,756

Number of
Employees
by Business

Daily-Life Pa
per and
;’ ?g:cts Paperboard
o 5,481
Oceania Zorth_
135.7 merica
. 36.5
Japan Asia
762.7 —

Net Sales
by Region
(¥ billion)

Other
27.3

IR Library

Main Products and Services / Key Indices

Overview of Business and Financial Results

Paper and
Paperboard Business She
I Net sales Operating income (¥ billion)
= Operating income margin
646.7
568.3

532.1

(1.0)%
2020/3 2021/3 2022/3 (V)

Daily-Life Products
Business

Packaging / Household Paper and Healthcare /
Chemical
M Net sales Operating income (¥ billion)
— Operating i )

perating income margin 386.5

317.9
2702159

4:8%

4.8

2020/3 2021/3 2022/3 (FY)

Energy Business
M Net sales Operating income (¥ billion)
= Operating income margin
33.0 33.4 31.8
6.8 6.9
0y 0y
20.6% 20'6% 16
5.0%

2020/3 2021/3 2022/3 (FY)
Wood Pro.ducts and
Construction-Related
Business
Il Net sales Operating income (¥ billion)
= Operating income margin

64.5 7.6
61.6 5.9 59.9 6.5 .
0.8% S
916 %
2020/3 2021/3 2022/3 (FY)

Other Businesses

M Net sales Operating income (¥ billion)
323 5, 27.8 3i2 3.7
(4.6)
2020/3 2021/3 2022/3 (FY)

* Results for FY2020/3 have been reconstructed to reflect the reportable segments used for FY2021/3 onward
* Operating income in other businesses for FY2021/3 results includes ¥6.0 billion in expenses related to the acquisition of the packaging division of Orora Limited in Australia and New Zealand
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Paper: Newsprint, printing paper, business
communication paper, industrial paper, functional
specialty paper, functional paper

Paperboard: Containerboards, white paperboards

Net sales: ¥D32.1 bilion (Down 6.4% YoY)
Operating income: ¥(56) billion

Consolidated subsidiaries: 9 subsidiaries
(5 domestic, 4 overseas)

Packaging: Liquid packaging cartons (domestic),
corrugated boxes (overseas)

Household Paper and Healthcare: Facial tissues,
toilet paper rolls, adult diapers

Chemical: Dissolving pulp, chemical products,
functional coating resin products, functional films

Net sales: ¥386.5 bilion (Up 21.6% YoY)
Operating income: ¥4.8 billion (Down 39.6% YoY)

Consolidated subsidiaries: 24 subsidiaries
(5 domestic, 19 overseas)

Electricity sales

Net sales: ¥31.8 bilion (Down 4.8% Yo)
Operating income: ¥1 .6 billion (Down 76.9% YoY)
Consolidated subsidiaries: 1 subsidiary (1 domestic)

Logs, building materials, raw materials and fuel for
papermaking

Net sales: ¥64.5 bilion (Up 7.7% Yov)
Operating income: ¥7 0 billion (Up 17.1% Yov)

Consolidated subsidiaries: 1 3 subsidiaries
(9 domestic, 4 overseas)

Leisure facility management, logistics and warehouse

management

Net sales: ¥30.2 bilion (Up 8.4% YoY)
Operating income: ¥3.7 billion

Consolidated subsidiaries: 7 subsidiaries (7 domestic)

Paper: Develops and sells environmentally friendly products that leverage paper’s recyclability and bio-
degradability, in addition to products that pursue paper’s function of conveying information.

Paperboard: Supplies products with outstanding safety, adhesion, and ease of conversion through environ-
mentally friendly, cutting-edge manufacturing technology and product development that responds to the
changing times.

Sales volume of newsprint in Japan decreased from the previous fiscal year, mainly due to the impact of the halt of
operations caused by earthquakes. Sales volume of printing paper in Japan increased from the previous fiscal year,
reflecting a rebound from a large decline in demand caused by the COVID-19 pandemic in the previous fiscal year.
Sales volume of containerboards in Japan rose from the previous fiscal year, owing to steady demand for processed
foods and mail-order products, in addition to a recovery in demand for industrial products and similar items. Operating
loss was recorded due to surging prices for raw materials and fuel, such as coal, oil, and wood chips, for both paper
and paperboard. The effects of the price revisions announced in the latter half of 2021 will emerge primarily in FY2023/3.

Packaging: In Japan, engages in a variety of operations, ranging from conversion of liquid packaging boards to
sales and maintenance services for filling machines. Overseas, produces and converts materials for packaging at
Opal and Nippon Dynawave Packaging Company, LLC (NDP).

Household Paper and Healthcare: Provides a wide variety of products, including household product brands
Kleenexe and SCOTTIEe, healthcare products and business-use products.

Chemical: Provides chemical and other products harnessing technologies to utilize wood resources for various
materials and coating technology developed through paper production.

In the domestic Packaging Business, sales volume of liquid packaging cartons decreased slightly from the previous fiscal year
due to the effects of the COVID-19 pandemic. In the overseas Packaging Business, net sales increased, and losses contracted
because of the steady operation of NDP’s pulp drying machine, in addition to improved earnings at Opal. In the Household
Paper and Healthcare Business, net sales increased year on year mainly due to a rebound from a decline in demand caused
by the COVID-19 pandemic in the previous fiscal year. However, earnings decreased due to surging prices for raw materials
and fuel, such as pulp. In the Chemical Business, earnings improved, supported by an increase in sales volume of dissolving
pulp and a recovery in market price. In addition, demand for functional flms and chemical products remained mostly firm.

Engages in the power generation business using woody biomass fuels and other energy sources, harnessing
operational expertise from in-house power generation. Also develops new woody biomass fuels with a view to
building a carbon-neutral society.

In the Energy Business, net sales decreased due to the end of volatility mitigation measures in the feed-in tariff
(FIT) system to promote renewable energy. Operating income decreased mainly due to soaring prices for raw
materials and fuel, such as coal.

Buys and sells logs and building materials from Japan and overseas, and supplies items such as fuel wood chips,
fully utilizing the Nippon Paper Group’s domestic wood materials and imported materials procurement networks.
Conducts plantation businesses in Brazil, producing and selling wood chips.

In the Wood/Building Material Business, net sales and earnings both increased due to factors such as surging
prices reflecting a supply shortage for lumber on a global scale, as well as an increase in the number of housing
starts and growth in sales volume of fuel wood chips. Overseas, sales of wood chips at AMCEL were firm.

The leisure business operates facilities such as ski resorts, campsites, and golf ranges. The logistics business
transports paper products shipped from Nippon Paper Group mills and other sites and provides storage services
at warehouses.

In the leisure business, net sales increased year on year owing to factors such as an increase in the number of
visitors to ski resorts and golf ranges following facility expansions, despite being impacted by the spread of
COVID-19. In the logistics business, a recovery in demand for paper and paperboard products resulted in an
increase in net sales.
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Each Business’s Strengths and Future Strategies

Paper Business

Strengthen Cost Competitiveness and Profitability
through a Reorganized Production Structure

Strengths

W Utilizing wood resources and product development
capabilities

M Technical capabilities and know-how to produce
various products

H Customer base entrenched over a long history

Each Business’s Strengths and Future Strategies

Opportunities

v

Strategies

(trend toward using paper)

H Rising environmental awareness, including of
carbon neutrality, and moving away from plastic

H Rising hygienic awareness

Risks

M Expand lineup and sales of paper-based barrier material
and heat-sealable paper

[l Develop and sell new products utilizing wood resources
M Expand sales of antiviral paper

Responses

B Accelerating digitalization

B Surging prices for raw materials and fuel,

such as coal

M Rising social requirements such as reduced use
of coal-fired thermal power generation amid
the transition to a carbon-neutral society

M Strengthen sales of paper that can be used for packag-
ing and food applications

M Strengthen cost competitiveness and review production
structure

B Implement energy-saving and accelerate conversion to
renewable energy, etc.

Growth Strategies

The markets for newsprint, printing paper and copy paper
appear likely to shrink even further as digitalization accelerates
due to the spread of COVID-19. Moreover, FY2022/3 endured
significant impacts from such factors as logistics disruptions
caused by the COVID-19 pandemic and rising raw material
and fuel prices from greenflation accompanying climate
change measures.

The Company is focusing on two points from Medium-Term
Business Plan 2025, strengthening cost competitiveness and
reviewing production structure.

Regarding the first point of strengthening cost competitive-
ness, the Company is accelerating a decrease in the con-
sumption of coal, of which the price is surging. The Company
is working on energy-saving and fuel conversion to biomass
and other fuels, controlling output of coal boilers and maximiz-
ing production efficiency by narrowing production items, and
building an operating structure that achieves a reduction in the
consumption of coal.

On the second point of reviewing the production structure,
the Company will make proposals for a new, reorganized pro-
duction structure during the first half of FY2023/3 and progress
restructuring in anticipation of reduced demand for paper.

Meanwhile, moves toward carbon neutrality and reduced
use of plastic are accelerating globally, and applications for
wood resources are expected to expand given they have
outstanding biodegradability and are renewable. The Company
aims to establish a position within the flexible paper market by
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enhancing the lineups Paper Sales Volume

and expanding sales of
SHIELDPLUS® paper- aoo0| s
based barrier material 3425
and Lamina® heat- 3,000
sealable paper. In addi-
tion, as the trend of
switching to paper for 1,000
packaging and food

(1,000 tonnes)

2,864 2,904

2,000

2019/3  2020/3 2021/3  2022/3 (FY)

applications is progress-
ing, the Company will
aim to strengthen sales of products for these applications.
The Company will implement reorganization of the produc-
tion structure while rigorously reducing costs and expanding

sales of paper products that respond to resolving social issues.

Production Capacity Reduction Implemented since FY2019/3

Reduced
. Capacity
FY Details (1,000
tonnes/year)
Akita Mill: Shut down 1 coating machine
2019/3 Ishinomaki Mill: Shut down 1 coating machine 233
Fuji Mill: Withdrew from the paper business
Kushiro Mill: Shut down 1 paper machine
202073 | Hokkaido Mill-Yufutsu: Withdrew from the 551
paper business
Kushiro Mill: Withdrew from the pulp and
2022/3 paper business 221
2023/83 | Ishinomaki Mill: Shut down 1 paper machine 271

Paperboard Business

Expand Sales by Maximizing Utilization of Kraft Pulp Facilities

Strengths

H Diverse product lineup using owned kraft pulp*
facilities

B New product development and sales structure
unifying sales and development

B Well-balanced positioning of production sites
throughout Japan

* Pulp produced by cooking wood chips, the raw material,
in caustic soda to extract fibers

Opportunities

v

Strategies

H Stable demand for food and beverage products
and growing demand related to e-commerce

B Robust demand in Southeast Asia and

— M Expand sales by strengthening the relationship between
— M Expand paperboard distribution functions of Diamond

— M Expand lineup of export-oriented products from Akita

other overseas markets

Risks

— M Strengthen global sales capabilities through

corrugated box manufacturers and end users
Trading Inc.
Mill, a coastal mill

collaboration with Opal

Responses

M Surging raw materials and fuel prices,

including wastepaper

Ml Increasing logistics costs

M Establish a stable procurement structure for wastepaper

B Expand use of wastepaper that is difficult to defiber, etc.
M Cut costs through stable operations and fuel conversion

M Eliminate mixed transportation and increase direct
delivery rates through local production for local
consumption

Growth Strategies

Amid a trend of global greenflation, FY2022/3 saw a significant
impact from the rising prices of raw materials and fuel. To
ensure cost competitiveness not affected by the prices of raw
materials and fuel, the Company is progressing toward fuel
conversion at an early stage as well as further strengthening
the structure for stable procurement of wastepaper and
moving forward on initiatives to expand use of such items as
wastepaper that is difficult to defiber.

In terms of sales, corrugated boxes are expected to hold
strong going forward, supported by a wide array of needs as
there is stable demand for use as a packaging material for daily
necessities such as food and beverages and demand related to
e-commerce is growing. To capture this growing market in the
future, Diamond Trading
Inc. was launched in
April 2022 following the
merger of the paper-
board business of the
Nippon Paper Group’s
NP Trading Co., Ltd.
and the Mitsubishi
Corporation Group’s
Mitsubishi Corporation

Akita Mill possesses kraft pulp facilities

Containerboard Sales Volume

Packaging Ltd. The

expanded distribution (1000 N Domestic I Export
functions will strengthen fomes)
sales capabilities for 2000 g 188
paperboard and indus- : ’
trial paper. 1,500
In addition, the

Company will focus on 1,000
development of high-
value-added products 500
using kraft pulp manufac-

in- - 0
tured in-house and work 2020/3  2021/3  2022/3  2023/3 (FY)
ing to differentiate from el

competitors. And while
leveraging development capabilities as a comprehensive paper
manufacturer to develop unique containerboards, efforts are
also moving forward to expand the product lineup in response
to robust demand in Southeast Asia and other overseas mar-
kets. Utilizing its well-balanced positioning of production sites
throughout Japan, including the coastal Akita Mill, the Company
will stably supply products within Japan and overseas.

Going forward, while ensuring to address stable demand,
the Company will also expand containerboard sales.
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Each Business’s Strengths and Future Strategies

Domestic Packaging Business

Develop Business in Overseas Markets and Expand Sales of
Environmentally Friendly, Next-Generation Paper Cartons

Strengths

B World-class technology for developing paper cartons
and filling machines

M Integrated system supplier owning everything from
boards to filling machines

B Presence of powerful strategic partners

Opportunities

A 4

Strategies

M Rising needs for eco-friendly products

M Expand sales of environmentally friendly, next-
generation paper cartons (School POP® (strawless paper
cartons), Non-Aluminum FUJIPAK, etc.)

M Expansion of the paper carton market for
non-beverage applications

H Rising needs for filling systems capable of handling
various types of beverages and cartons

Risks

M Develop and expand sales of industrial-use products
(SPOPS®, etc.)

M Sell the world’s first aseptic filling system for paper
cartons (NSATOM®, etc.)

Responses

— M Expand business to overseas markets

B Market changes such as the declining
population in Japan

B Surging price of resources

L B Expand share through differentiation and launching
high-value-added products

r M Utilize the high-speed flexo printing press of the world’s
highest standard

L Ml Develop boards with NDP (lightweight board, barrier
board) and utilize domestic board produced by the
Group company

Growth Strategies

Due to the impact of COVID-19, the domestic market has
been on a downward trend for the past several years, but
needs are increasing in Japan and overseas for the new type
of environmentally friendly paper carton Nippon Paper
Industries has been developing.

To respond to this business environment, the Company is
focusing on two points: expanding business to overseas
markets and expanding sales of environmentally friendly,
next-generation paper cartons.

The first point of expanding business to overseas markets
involved acquiring a stake in Elopak ASA, a liquid packaging
carton company, in June 2021. In March 2022, the Company
concluded a licensing
agreement in the Oceania
region, established a local
subsidiary in June 2022,
and set up a sales struc-
ture for Elopak and Nippon
Paper Industries brand
paper cartons and Shikoku

Thomas Koérmendi, CEO of Elopak KakoK' Co., Ltd.’s fllllng
ASA, and Yasuhito Obayashi, Senior machines. The Company

Managing Executive Officer of Nippon g aiming to capture a 10%
Paper Industries Co., Ltd.
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Percentage of New Products among the
Company’s Overall Paper Carton Sales

share of the Oceania
region market over the
coming five years. (%)

On the second point %0 30%
of expanding sales of
next-generation paper 20
cartons, there has been
a drastic expansion in 10 5%
areas using School
POP® (strawless paper
cartons for schools)
throughout Japan and an increase in the number of adoptions
of environmentally friendly paper cartons, Non-Aluminum
FUJIPAK, and SPOPS® due to rising environmental awareness.
A transition to these new containers has been taking place since
2016, and they are forecast to make up 30% of the Company’s
paper carton sales in 2022. In addition, the Cl flexo printing
press operational from October 2021 is a state-of-the-art facility
with advanced printing capabilities and will strengthen produc-
tion of high-value-added products and cost competitiveness.

The Paper-Pak Business will steadily strengthen its
business foundation as one of the world’s leading integrated
system suppliers.

2019/3 2020/3 2021/3 2022/3 2023/3 (FY)

+——— Result Plan

Each Business’s Strengths and Future Strategies

Opal

Further Strengthen the Integrated Packaging Production Structure

Strengths

H Integrated production structure from the procure-
ment of raw materials and paper manufacturing
through to converting

B Providing innovative products and solutions to meet
customer needs

Opportunities

v

Strategies

B Market expansion driven by population growth

B Growing demand for corrugated boxes accompanying —|
expanding exports of agricultural produce, etc.

B Growing demand for e-commerce as
a result of changing lifestyles

H Rising awareness of environmental issues, including
carbon neutrality, and moving away from plastic
(trend toward using paper)

Risks

B Capture market growth by establishing a new corrugated
box plant

Bl Strengthen the product supply system by upgrading
current facilities

B Provide products to help replace plastics and reduce

plastic use (waterproof corrugated boxes, paper bags
for retailers, etc.)

Responses

B Accelerating decrease in demand for printing paper

M Rising maritime transportation costs and —[

disrupted supply chains

H Convert a printing paper manufacturing machine to the
production of recycled packaging paper

M Replace imported board with in-house products

M Reduce board exports in conjunction with higher internal
usage rates

Growth Strategies

In Australia, demand for corrugated boxes is expected to
expand in line with market growth, due to an increase in popu-
lation and rise in e-commerce, but the impact of COVID-19,
including a sudden increase in working from home, is acceler-
ating the decrease in demand for printing paper. In addition,
soaring energy prices and maritime transportation costs are
causing disruptions in the supply chain.

To respond to this changing business environment, Opal is
focusing on strengthening its integrated production structure
from raw material procurement through to packaging board
production and converting. Specifically, one printing paper
machine was converted to produce recycled packaging paper,
which is being supplied to the packaging division. Promoting
expanded use of internally produced packaging board
decreases the impact of fluctuations on export markets and
supply chain risks.

In addition, a new
corrugated box plant will
be constructed in Victoria,
Australia to cater for grow-
ing market demand.
Facilities at the existing
corrugated box plants will
be upgraded in sequence
and the product supply

Waterproof corrugated boxes used
as an alternative to styrofoam
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Conceptual image of the completed new corrugated box plant in
Victoria, Australia

system will be strengthened.

Rising environmental awareness and the introduction of
new regulations have led to a growing trend to switch packag-
ing from plastic materials, with a higher environmental impact,
to paper materials. To respond promptly to these market
needs, collaboration between Opal’s Paper and Packaging
Divisions is escalating, which will lead to expanded sales of
packaging products.

In addition to improving current profitability, Opal will
continue to shift its strategic focus from graphic paper to the
Packaging business including corrugated boxes, and acceler-
ate structural reform to increase profitability into the future.
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Each Business’s Strengths and Future Strategies

Household Paper and Healthcare Business

Always Hygienic: Develop and Nurture Products to Solve Social Issues

Strengths

B Ability to develop products that adapt to changes in
environments and lifestyles

B Technological capabilities and brand power as a
pioneer in household paper

Bl Products utilizing sustainable wood resources that
support the SDGs

Each Business’s Strengths and Future Strategies

Opportunities

v

Strategies

M Rising environmental and hygiene awareness

M Diversifying customer/consumer needs T
and buying behavior L

Risks

M Develop and expand sales of new products appealing to
environmental and hygienic needs

M Increase and strengthen the lineup of value-added
products and healthcare products

Ml Develop and sell products exclusively for e-commerce
and engage in digital marketing utilizing big data

B Expand product variation such as products from Try-Fu
Co., Ltd.

Responses

W Surging prices of fuel and raw materials, —[
including pulp

B Proactively use pulp manufactured within the Nippon
Paper Group

M Shift to highly profitable products and growth markets
for household products

Growth Strategies

The spread of COVID-19 has raised global awareness of the
environment and hygiene. Significant changes in lifestyle
environments have diversified consumer needs and buying
behaviors. Nippon Paper Crecia Co., Ltd. is focusing on
expanding sales of products that improve consumer conve-
nience and reduce the burden on the environment by develop-
ing new products for and expanding its lineup that appeals to
environmental and hygienic needs.

The long-lasting rolls, which were switched from standard
12-roll toilet paper products in April 2021, will improve con-
sumer convenience by decreasing the number of replace-
ments, saving space and making them easier to carry. It will
also contribute to reducing CO2 emissions by improving trans-
portation efficiency and reducing
the use of materials such as pack-
aging film and toilet paper cores.
Long-lasting rolls’ share of the toilet
paper roll market has been expand-
ing every year, and production
facilities for long-lasting rolls will be
increased and strengthened to
meet demand.

In the fast-growing e-commerce

The SCOTTIEs Toilet Rolls i
FLOWERPACK 3 times long ~ market, efforts are being made to

use 4 Rolls strengthen digital marketing, such
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as utilizing big data to develop products suitable for the
e-commerce format.

Meanwhile, rising global demand for hygienic paper and
disruptions in logistics networks have had a significant impact
in causing surging prices of pulp and other raw materials and

fuel, but the Nippon
Paper Group has
expanded use of stable
quality and cost com-
petitive pulp produced
within the Group and
strived to reduce the
impact of market
fluctuations.

The aim for the
Household Paper and
Healthcare Business is
to continuously expand
business and grow sales
by developing products
anticipating customer
needs while responding
to changes in the envi-
ronment and society.

Long-Lasting Roll Market Size and
Percentage of its Size in the Total Toilet
Paper Roll Market

(¥ billion) [ Long-lasting roll market size
(at least 1.5 times longer lasting)

== Percentage of long- lasting roll
market size in the total toilet
paper roll market

30.8%

0
2018/3 2019/3 2020/3 2021/3 2022/3 (FY)

* Source: INTAGE SR+ data (aggregate sales, toilet
paper market, April 2017-March 2022)

* Long-lasting roll is defined as toilet paper rolls that are
1.5 times longer than a conventional roll, based on 50 m
for a single-ply roll or 25 m for a two-ply roll (excluding
Premium 4R) (defined by Nippon Paper Crecia)

Chemical Business

Aim to Grow Business with Environmentally Friendly Products

that Meet Society’s Needs

Strengths

M Rich lineup of products based on wood resources for
a circulation-oriented society

M Product lineup and technological capabilities with
high shares in niche markets

M Business style of presenting and providing
development-led products

Opportunities

v

Strategies

H Rising awareness of environmental issues —[

H Global trend toward converting to battery
electric vehicles

B Expanding demand for mobile devices
due to lifestyle changes

Risks

M Expand sales of environmentally friendly products
M Develop new products based on wood resources

B Respond by increasing production of CMC, functional
coating resins, etc.

H Develop new products and new applications anticipating
market needs

Responses

B Growing quality requirements and decreased
value of existing products due to changes
in the market environment

B Surging prices for raw materials and fuel,
including coal

M Shift to high-value-added products
B Respond in a timely manner with a three-in-one system
of sales, R&D and production

H Search for beneficial corporate partners for new
business creation and to strengthen competitiveness

B Improve costs in such ways as pursuing cheaper raw
materials and fuel and adjust pricing

Growth Strategies

At a time when awareness of environmental issues is growing
globally, there is increasing demand for renewable raw mate-
rials. Moreover, the environment surrounding the Chemical
Business is changing dramatically due to factors such as the
automotive industry accelerating its shift to battery electric
vehicles (BEVs).

In reaction to rising environmental awareness, focus will be
placed on expanding sales of environmentally friendly prod-
ucts such as cellulose and lignin products derived from
renewable wood resources. Leveraging development-led
sales proposals, the Company will proceed with development
and provision of products derived from wood resources,
anticipating social trends. In response to the shift to BEVs,
production of
CMGCs and
functional
coating resins
has been
increasing in
preparation
for market
expansion. For
automotive
applications,
CMCs are

Examples of cellulose
application

used in lithium-ion battery (LiB) applications, and functional
coating resins are added to paints used on plastic car parts
that must be lightweight. Sales of these products are growing
steadily and the Company will continue to provide them in
Japan and overseas.

Quality requirements are increasing in response to rapidly
changing market environments, and a shift to high-quality,
highly functional products that meet customer needs is
underway. In addition, strengthening collaboration with cor-
porate partners in which mutually beneficial relationships can
be built will lead to
generating new busi-
ness and enhancing

Net Sales (Chemical Sales Division,
Nippon Paper Industries)

competitiveness. ¥ billion)
The Chemical Busi-

ness aims to expand 60.0

business to achieve 50.0

Medium-Term Business
Plan 2025 through
timely provision of prod- 300
ucts that meet cus- 20.0
tomer needs by utilizing
a three-in-one system

of sales, R&D and 2022/3 2023/3 2024/3 2025/3 2026/3 (FY)
production. Result ¢mmmmmms Plan smmmmmm >

40.0

10.0
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Each Business’s Strengths and Future Strategies

Energy Business

Further Enhance Renewable Energy Supply Capacity

Strengths

Each Business’s Strengths and Future Strategies

Wood/Building Material Business

Toward Expanding Domestic Wood Business and
Strengthening the Fuel Business

Strengths

B Technological capabilities accumulated in power
generation, operational know-how and human
resources with a wealth of experience

W Biomass fuel procurement capabilities leveraging the
Group supply chain

B Ownership of land and infrastructure (port location,
water intake facility), environmental response
equipment (wastewater treatment, etc.)

H Capabilities to develop power generation businesses

that maximize utilization of the Nippon Paper Group’s
resources

Opportunities

v

Strategies

M Increased demand for renewable energy
with the emergence of a low-carbon or
carbon-neutral society

H Expansion of carbon neutrality-related business

Risks

B Expand supply volume of renewable energy

B Expand use of woody biomass fuels by using wood
resource procurement capabilities cultivated in the
Paper Business

Ml Consider the offset business based on generating
carbon credits through forest absorption, carbon
capture, usage and storage (CCUS), etc.

Responses

M Fluctuations in market prices for resources H

B Review of regulations and policies for strengthening
response to climate change issues (carbon neutrality),
rising social requirements

H Conclude long-term fuel procurement agreements

M Expand fuel procurement from Group companies and
build a stable supply structure with suppliers

B Accelerate use of non-fossil fuels such as woody
biomass

Growth Strategies

In response to global moves to build a carbon-neutral society,
social requirements concerning climate change issues are
rising in Japan as well and there is increasing demand for
renewable energy.

Currently, the Nippon Paper Group is aiming to further
expand its renewable energy supply capacity and will start
operating two dedicated biomass power generation facilities
in FY2023/3.

The first is the Suzukawa Energy Center. By modifying an
existing coal-fired thermal power generation facility with a
generation capacity of 112 MW, the plant became the first
pulverized coal-fired boiler in Japan to switch from coal-fired to
woody biomass-fired fuel, and started operating in June 2022.

The second is the Yufutsu Energy Center. The newly estab-
lished woody biomass power generation facility has a genera-
tion capacity of 75 MW and
utilizes the Shiraoi Mill
Yufutsu site and infrastruc-
ture. Construction is moving
ahead steadily and opera-
tions are scheduled to start
; o in January 2023.

R _ 5‘ In addition, the Nippon

The Yufutsu Energy Center currently Paper Ishinomaki Energy
under construction Center, a power generation
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facility with a generation capacity of 149 MW and partly fired by
woody biomass fuel, is undergoing modifications to increase the
biomass co-firing ratio from its current maximum of 30%. With
construction scheduled for completion in November 2023, the
center will further expand its renewable energy supply capacity.

While expanding biomass power generation supply volume,
stable procurement of biomass fuel is also being strengthened.
Progress is being made on utilizing wood resource procure-
ment capabilities cultivated in the Paper Business and building
a stable supply system with suppliers.

As a result of these initiatives, the sale of electricity from
renewable energy will
expand to approx.
1.7 million MWh in

Sales Amount of Power from Renewable
Energy (Power Business Exclusive for
External Sales)

FY2026/3 from approx.
0.4 million MWh in
FY2022/3. The aimisto | 2,000
secure stable earnings
over the medium to 1,500
long term and grow our 083
Energy business while 1,000
keeping a close watch
on policies and social
trends.

(GWh) M Biomass [ Solar M Wind

1,708
1,588 1857 2

500| 371

2022/3 2023/3 2024/3 2025/3 2026/3 (FY)
Result < mmmmmms Plan smmmmmn >

H Top-class handling volume of domestic wood
in Japan

B Nationwide procurement network for wood chips
used in paper manufacturing

B Procurement and supply system for wood chips
used as fuel

B Human resources and systems that flexibly respond
to changes in the external environment

Opportunities

v

Strategies

B Government support to promote demand to
increase self-sufficiency rate of wood materials

B Expanded demand for biomass fuel due to the
increase in biomass power generation facilities

Risks

B Expand sales of domestic wood products, including in
the non-housing sector and strengthening exports

B Expand the fuel supply business by taking part in power
generation facility projects from the planning stage

B Enact systematic changes and responses to incorporate
sales opportunities accompanying the transition to a
carbon-neutral society

Responses

M Decrease in supply of imported materials due to rising
demand for wood materials overseas, logistical
disruptions, etc.

B Downturn in demand for wood products following
a decline in the number of new housing starts

B Lack of forestry workers and low productivity
in the forestry industry

B Expand the domestic wood business by switching from
imported materials to domestic materials

M Identify businesses to downsize, consolidate or close
sites and consider reallocating human resources

M Train forestry industry workers (train human resources
from other industries, etc.)

Growth Strategies

Lumber used in domestic housing is currently mostly com-
prised of imported materials. However, there are concerns
about the stable supply of imported lumber and soaring prices
due to such factors as rising demand for lumber overseas and
disruptions to logistics networks. Moreover, amid the global
movement to a carbon-neutral society, growing demand is
forecast for biomass fuels due to the increase in biomass
power generation in Japan.

To respond to these changes in the business environment,
the basic strategies of Medium-Term Business Plan 2025 are
“expand the domestic wood business” and “strengthen fuel
businesses.”

With regard to the first issue of expanding the domestic
wood business, switching from imported material to domestic
material will raise the ratio of domestic wood used. The objec-

o/ — = tive is to handle one
; million mé of domestic
logs annually by
FY2026/3, the final
year of Medium-Term
Business Plan 2025,
through maximum
utilization of procure-
ment and sales net-
works, one of the

Domestic logs

Nippon Paper Group’s Volume of Fuel Handled
strengths (Nippon Paper Lumber Co., Ltd.)

As for the second {005, M Woodchips T RPF I Waste tires
issue of strengthening
fuel businesses, partici-
pating in biomass power
generation facility proj-
ects from the planning
stage will help to capture
sales opportunities and
expand the fuel supply
business. Within the
Group as well, efforts to

4,000 3,700

3,000

2,218
1,929 wm

2,000| 1852 { 7,

1,000

0
2019/3 2020/3 2021/3 2022/3 2026/3 (FY)

+—— Result —— Plan

transition to a carbon-
neutral society will be
strengthened in such ways as preparing a fuel supply system
for the Yufutsu Energy Center, which is scheduled to start
operations in January 2023.

Regarding the volume of fuel handled, the aim is to handle
3.7 million tonnes by FY2026/3, increasing from approximately
2.2 million tonnes in FY2022/3. Nippon Paper Lumber Co.,
Ltd. aims to continue to be a leading company in the domestic
wood business and to work to further expand the Nippon
Paper Group’s Wood/Building Material Business.
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Directors and Audit & Supervisory Board Members (as of June 29, 2022)

Note: The “Number of Company Shares Held” is as of March 31, 2022, and includes shares held by the Nippon Paper Industries executive shareholding association.

Directors

The Company designates all outside directors who meet the
requirements as independent officers. WWhen appointing candi-
dates for outside director or outside Audit & Supervisory Board
member, the Company judges their independence by taking into
consideration whether they satisfy the independence criteria
provided by the Tokyo Stock Exchange and the requirements for
independence provided by laws and regulations (having not
served as director, employee, etc. of the Company and its sub-
sidiaries in the past), in addition to considering the existence of
any conflicts of interest with general shareholders.

o .
Toru
Nozawa

President and
Representative
Director

Masanobu
lizuka

Director

T

Tomomi
Nojiri

Director

Number of Company Shares Held
22,622 shares

Brief History

1959 Born

2019 Appointed President and Representative Director,
NPI (current position)

Important Position
- President and Corporate Officer

Number of Company Shares Held
9,772 shares

Brief History
1960 B

2019 Appointed Director, NPI (currentrbrosmon)

Important Position
- Managing Executive Officer and Chief Executive
Officer, Opal

Number of Company Shares Held
4,611 shares

Brief History

1963 Born

2022 Appointed Director, NPI (current position)

Important Position
- Executive Officer and General Manager,
Sales Planning Division
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Fumio
Manoshiro

Chairman and
Director

Kazumori
Fukushima

Executive Vice
President and
Representative Director

Tomoyasu
Itakura

Director

Makoto
Fujioka

Outside Director

Number of Company Shares Held
41,273 shares

Brief History
1953 Born

2006 Appointed Director, Nippon Paper Industries
Co., Ltd. (NPI)

2019 Appointed Chairman and Director, NPI
(current position)

Number of Company Shares Held
14,150 shares

Brief History
1958 Born

2021 Appointed Executive Vice President and
Representative Director, NPI (current position)

Important Positions
- Executive Vice President, Corporate Officer and Aide
_tothePresident

- President and Representative Director, Nippon Paper
Crecia Co., Ltd.

Number of Company Shares Held
6,004 shares

Brief History
196

2021 Appointed Director, NPI (current position)

Important Position
- Executive Officer and General Manager,
Financial Division

Number of Company Shares Held
1,000 shares

Brief History
1950 Born

1975 Studied abroad at Harvard Business School in the U.S.
(obtained an MBA)

1987 General Manager, Energy Conservation Division,
International Energy Agency (IEA) (stationed in France)

1996 Deputy Director-General for Trade and Industry, Ministry
of International Trade and Industry (currently Ministry of
Economy, Trade and Industry)

2001 Ambassador Extraordinary and Plenipotentiary to the
United Arab Emirates

2013 Director, Executive Vice President, and Senior Executive
Officer, Nippon Light Metal Co., Ltd. (until 2015)

2015 Senior Director, Japan Association for Chemical
Innovation (until 2019)

Appointed Outside Director, NPI (current position)

Important Positions
- Outside Director, NOK CORPORATION

- Outside Director, Eagle Industry Co., Ltd.

Yoko
Hatta

Outside Director

Number of Company Shares Held
0 shares

Brief History
1952 Born

2002 Partner, KPMG Peat Marwick Tax Corporation
(currently KPMG Tax Corporation) (until 2014)

2008 Auditor, International Christian University
(current position)

2015 QOutside Audit & Supervisory Board Member, Kobayashi
Pharmaceutical Co., Ltd. (current position)

Appointed Outside Audit & Supervisory Board Member,
NPI (until 2019)

2022 Outside Director (Member of the Audit Committee),
Ajinomoto Co., Inc. (current position)

Qutside Director (Audit & Supervisory Committee
Member), KOEI CHEMICAL CO., LTD. (current position)

Important Positions
- Auditor, International Christian University

- Outside Audit & Supervisory Board Member, Kobayashi
Pharmaceutical Co., Ltd.

P
KOEI CHEMICAL CO., LTD.

Audit & Supervisory Board Members

Kazunari
Tatsu

Senior Audit &
Supervisory Board
Member

Takafumi
Okuda

Outside Audit &
Supervisory Board
Member

Number of Company Shares Held
5,512 shares

Brief History
1960 Born

1983 Joined Jujo
2019 Appointed Audit & Supervisol

2021 Appointed Senior Audit & Supervisory Board
Member, NPI (current position)

Important Position
- Audit & Supervisory Board Member, Nippon Paper
Crecia Co., Ltd.

Number of Company Shares Held
0 shares

Brief History

1951 Born

2016 Registered as attorney at law
(Tokyo Bar Association)
Visiting Attorney, Mori Hamada & Matsumoto
,,,,,,,, (eurrent position) .

2020 Appointed Outside Audit & Supervisory Board
Member, NPI (current position)

Important Position
- Visiting Attorney, Mori Hamada & Matsumoto

Yutaka
Kunigo

Outside Director

Tomoyoshi

Nishimoto

Audit & Supervisory
Board Member

Nanako
Aono

Outside Audit &
Supervisory Board
Member

Number of Company Shares Held
0 shares

Brief History
1954 Born

2014 Representative Director and Executive Vice
President, Tokyo Gas Co., Ltd. (until 2017)

2017 Chairman and Director, Tokyo Gas Engineering
Solutions Corporation (until 2020)

2022 Outside Director, ISE CHEMICALS
CORPORATION (current position)

Qutside Director, Chiyoda Corporation
(current position)

Important Positions
- Outside Director, ISE CHEMICALS CORPORATION

- Outside Director, Chiyoda Corporation

Number of Company Shares Held
11,142 shares

Brief History
1962 Born

2021 Appointea Audit éSUpervisory Board Member,
NPI (current position)

Important Position
- Audit & Supervisory Board Member,
NP Trading Co., Ltd.

Number of Company Shares Held
0 shares

Brief History

2005 Director, BUSICOM Co., Ltd. (currently OAG
BUSICOM Co., Ltd.)

2008 Outside Audit & Supervisory Board Member,
DUSKIN CO., LTD. (until 2016)

2010 Representative Director and President,
GEN Co., Ltd. (current position)

2017 Outside Corporate Auditor, MISUMI Group Inc.
,,,,,,,, (current position)
2019 Appointed Outside Audit & Supervisory Board
,,,,,,,, Member, NPI (current position)
2020 Outside Director, Optex Group Co., Ltd.

,,,,,,,, (current position)

2021 Outside Corporate Auditor, MEIKO NETWORK
JAPAN CO., LTD. (current position)

Important Positions

- Outside Corporate Auditor, MEIKO NETWORK JAPAN
CO., LTD.
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Corporate Governance

Nippon Paper Group
ESG Databook 2022

Basic Stance

Nippon Paper Industries strives to strengthen corporate gover-
nance based on the Group Mission to achieve sustainable
growth and improve medium- to long-term corporate value.
The Company’s highest management priority is to further
enhance management transparency to shareholders and other

strengthen the oversight function of its Board of Directors to
ensure the separation of business execution and management
oversight. As the command center of the Nippon Paper
Group, the Company is implementing growth strategies,
monitoring businesses under its control, and promoting risk

Corporate Governance Structure (as of July 1, 2022)

General Meeting of Shareholders

stakeholders and to realize fair management. The Company
has adopted an executive officer system and is working to

management and compliance.

Appoint Appoint

Cooperate Cooperate

eccccces
eccccces

Initiatives for Strengthening Corporate Governance

Board of Directors

Appoint
| Audit 1 1 Audit |
(9 directors,

FY2007/3 — Formulated the Basic Policy for Establishing the Internal Control System Audit & Supervisory Board
including 3 outside directors)

— Shortened director terms to one year from two (4 Audit & Supervisory Board members,

including 2 outside members)

Accounting Auditor

FY2014/3 — Adopted an executive officer system and began appointing independent outside directors
FY2016/3 — Established the Corporate Governance Policy A I A
— Began evaluating the effectiveness of the Board of Directors .
FY2017/3 — Established the Personnel & Remuneration Advisory Committee versih . Persqnne’!“g )
— Increased the number of independent outside directors to two : g emurée;::gir:teewsory
FY2020/3 — Increased the number of independent outside directors to three °
— Appointed one female outside director and one female outside Audit & Supervisory Board member .
— Ensured the Personnel & Remuneration Advisory Committee consists mainly of outside directors . v
— Introduced the Board Benefit Trust as a stock compensation system .
: Representative Directors :
FY2021/3 — Revised part of the Corporate Governance Policy concerning the policy for determining director remuneration Cooperate ¢ + Cooperate
FY2022/3 — Introduced quarterly operational issues reports in the agenda for Board of Directors meetings, in addition to .
conventional monthly business reports .
Management Executive Committee
E Group Management Strategy :
: Committee E
Corporate Governance Structure : :
NN I SRS — :
Type of Organization Company with Audit & Supervisory Board Management Audit Office M
Chairman of the Board of Directors Chairman and Director: Fumio Manoshiro A
Number of Directors 9 (including 3 outside directors) Cooperate 3
Number of Audit & Supervisory ) ) ) . .
Board Members 4 (including 2 outside Audit & Supervisory Board members) CSR Division —
Number of Independent Officers 5 (including 3 outside directors and 2 outside Audit & Supervisory Board members) ‘ Risk Management Department ‘
) Nippon Paper Group Audit ‘ Compliance Office ‘ Cooperate
Board of Directors Meetings Held Number of meetings: 13 , o & Supervisory Board P LRSS 4 Corporate Lawyer
in FY2022/3 e Average rate of attendance by directors: 100.0% (outside directors: 100.0%) Members Liaison Committee
e Average rate of attendance by Audit & Supervisory Board members: 100.0%

Audit & Supervisory Board
Meetings Held in FY2022/3

Number of meetings: 14

¢ Average rate of attendance by Audit & Supervisory Board members: 100.0% Monitoring Cooperate

(audit/oversight)

Accounting Auditor Ernst & Young ShinNihon LLC

> TYTTTTRRTYY -

Departments in charge of business execution, Group companies
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https://www.nipponpapergroup.com/english/csr/npg_esgdb2022_e_P3-8.pdf

Corporate Governance

Board of Directors

The role of the Company’s Board of Directors is stipulated in
the Corporate Governance Policy. The Board of Directors shall
bear the supervisory function of management as a whole and
make the most appropriate decisions for the Company
through deliberations, etc. on the execution of important busi-
ness issues that are to be decided, under laws, regulations,
and the Articles of Incorporation, by the Board of Directors.
The Board of Directors shall also supervise the status of the
execution of duties by the president and representative direc-
tor and other corporate officers. In view of the importance of
environmental and social challenges related to sustainability,
the Board of Directors shall raise awareness among officers
and employees, and strive to facilitate the sustainable develop-
ment of society and enhance the corporate value of the
Nippon Paper Group by promoting active efforts to resolve

Skill Matrix of Directors

challenges while giving consideration to stakeholders.

The Company’s Board of Directors shall ensure a balance
of knowledge, experience, abilities, and diversification by
comprising internal directors who have excellent abilities to
execute and manage each business in their charge and out-
side directors who have specialized knowledge and extensive
experience. The board shall ensure a 1/3 ratio of outside
directors among board members and appoint one female
outside director and one female outside member of the Audit
& Supervisory Board.

In addition, in November 2021, the Company made a list of
the skills it expects each director to display. Each skill is identi-
fied from the standpoint of management strategy and priori-
ties, and is designated taking into account the basic policy of
the 2030VISION and materiality.

Skills
Position Name Corporate ESG/ | Finance/ Reizr:rzg o Manez}izlr(nentl Technology/ S Purchase/ | Internation-
Management | Sustainability | Accounting el e — R&D Procurement ality
Chairman and Director Fumio Manoshiro O O O O
Bir%sg(ti;nt and Representative Toriu [Nezwa o o o o
E{:%Crgggﬁt\;‘iilz ng?:gg?t and Kazumori Fukushima O O (©] @)
Director Masanobu lizuka O O (€]
Director Tomoyasu ltakura O O O
Director Tomomi Nojiri O O (@]
Outside Director Makoto Fujioka O O O
Outside Director Yoko Hatta ©) (@) (@)
Outside Director Yutaka Kunigo O O O

* The above list does not represent all the knowledge and experience held by each director.

Management Executive Committee

Usually, the Company’s Management Executive Committee
meets once a week to deliberate on important management-
related matters under the authority of the president to assist in
the execution of the president’s duties. Committee member-
ship is basically composed of the president, other directors
(excluding outside directors) and general managers who do

not serve as directors.

Meetings of the Management Executive Committee, held
once a month, are attended by outside directors and general
managers of the Company’s mills in order to share information
on monthly financial results among management.

Group Management Strategy Committee

The Company’s Group Management Strategy Committee
meets as necessary to deliberate on management strategies
by business segment and other important matters related to
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the Group. Committee membership is composed of the
Company’s management, including outside directors, and
presidents of major companies of the Group.

Audit & Supervisory Board Members and Audit & Supervisory Board

Members of the Company’s Audit & Supervisory Board
attend important meetings, such as meetings of the Board of
Directors, the Management Executive Committee, and the
Group Management Strategy Committee. In addition to strict
monitoring of the execution of business by directors, the
auditors meticulously audit whether all company operations
are conducted legally and appropriately, through on-site

audits of each division, business site, and Group company.

The Audit & Supervisory Board periodically holds meetings
with the representative directors, working to deepen mutual
understanding. The Audit & Supervisory Board also strives to
enhance Group audits by strengthening cooperation with
auditors of each Group company.

Management Audit Office

The Company’s Management Audit Office is directly under the
president’s control, and it conducts an internal audit of the
Company and each Group company and a comprehensive
evaluation of the maintenance and operation of the internal
control system as it relates to financial reporting. It also holds

monthly information exchange meetings with the Audit &
Supervisory Board members to ensure coordination between
audits by the Audit & Supervisory Board members and audits
by internal auditors.

Personnel & Remuneration Advisory Committee

The Company’s Personnel & Remuneration Advisory Commit-
tee is composed of the three independent outside directors,
the president and representative director, and the general
manager of the Personnel & General Affairs Division. The
committee receives inquiries from the Board of Directors on
matters such as the selection process, qualifications, and
reasons for nomination of director and Audit & Supervisory
Board member candidates, the criteria for determining the
independence of outside officers, and the remuneration
system for directors. The committee responds to inquiries
regarding appropriateness while obtaining proper involvement
and advice from independent outside directors and

conducting inquiries based on its assessment of the
Company’s business performance and other factors. The
Board of Directors shall make decisions regarding nomination
of directors and Audit & Supervisory Board members,
compensation for directors, etc. after receiving reports from
the Personnel & Remuneration Advisory Committee.

In FY2022/3, the Personnel & Remuneration Advisory Com-
mittee met three times with an attendance rate of 100% for all
members. The committee introduced the exchange of opinions
on the evaluation of the representative directors. Furthermore,
from FY2023/3 onward, the committee will hold regular meet-
ings four times yearly and work to expand on the agenda.

Evaluation of the Effectiveness of the Board of Directors

To continuously strengthen its functions, the Company’s Board
of Directors has been conducting self-evaluations of its effec-
tiveness since FY2016/3. Once per year, the secretariat of the
Board of Directors conducts a survey of the directors and
Audit & Supervisory Board members regarding management

FY2022/3 Initiatives

and the discussions held at its meetings. The results of the
survey are reported to the Board of Directors, which analyzes
and evaluates its effectiveness through deliberations, etc. on
the reported contents and works toward improvement based
on the results thereof.

The evaluation of the effectiveness of the Board of Directors
in FY2021/3 presented two issues: (1) Conducting discus-
sions taking into account a medium- to long-term standpoint
and (2) Enhancement of reporting items and securing more
time to deliberate.

Repeated discussions taking into account a medium- to
long-term standpoint occurred with the formulation process for
the 2030VISION and Medium-Term Business Plan 2025, which
were announced in May 2021, thus deepening awareness of
medium- to long-term strategic issues. Regarding the
enhancement of reporting items, in addition to conventional
monthly business reports, quarterly operational issue reports
were introduced for the technical & engineering, research and

development, raw materials and purchasing, logistics, sales
and CSR divisions. Furthermore, it has been confirmed that
prior explanations for each case have improved the level of
understanding of the deliberations.

In the FY2022/3 survey, the issues extracted were
following up on important projects, monitoring progress on
the 2030VISION and Medium-Term Business Plan 2025 and
expanding deliberation on measures to achieve goals, and
increasing opportunities for exchanges of opinion between
outside directors and the representative directors. These
initiatives aim to strengthen governance.
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Corporate Governance

Officer Remuneration

The Board of Directors decides remuneration for officers after receiving a report from the Personnel & Remuneration Advisory

Committee.

Monthly Remuneration

The standard amount of monthly remuneration for directors
shall be decided according to his/her responsibilities within
the Company. Of that, 70% shall be fixed and the remaining
30% shall be paid after adjustment based on the Company’s
performance in relation to the medium-term business plan.
The standard amount is determined using objective survey
data from outside sources and giving consideration to factors
including the Company’s performance, scale of business, and

managerial circumstances. Performance indices are estab-
lished to effectively function as motivation to achieve perfor-
mance targets, and are reevaluated as needed in response to
changes in circumstances.

Monthly remuneration for outside directors and outside
Audit & Supervisory Board members shall be fixed. In light of
their responsibilities, contributions to the executive share-
holding association are on a voluntary basis.

Stock Remuneration Plan

From FY2020/3, the Company has introduced the Board
Benefit Trust (BBT) as a stock compensation plan, in addition
to monthly remuneration. The objective of the BBT is to further
clarify the link between the compensation provided to directors
and the Company’s share value and thereby increase direc-
tors’ motivation to contribute to improving the Company’s
medium- to long-term performance and increasing its

corporate value by sharing the benefits and risks associated
with share price fluctuations with shareholders.

The composition ratio of fixed remuneration, performance-
based remuneration, and stock remuneration provided to
directors is appropriately established based on the objectives
of each type of remuneration.

Total Amount of Remuneration, etc. for Directors and Audit & Supervisory Board Members*' (FY2022/3)

Total Amount of Remuneration, etc. by Type
Number of Total
Executives™ Fixed Performance-Based Stock Amount
Remuneration Remuneration Remuneration
Directors 12 ¥297 million ¥72 million ¥31 million ¥401 million
(of which outside directors) (3) (¥38 million) (=) (=) (¥38 million)
Audit & Supervisory 5 ¥58 million . . ¥58 million
Board members
(of which outside Audit & . .
) 2 ¥13 mill - - ¥13 mill

Supervisory Board members) @) ( milion) 0 0 ( milion)

*1 Figures are rounded down to the nearest million yen.

*2 Includes three directors and one Audit & Supervisory Board member who resigned during FY2022/3.
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Remuneration for Internal Directors

Fixed Performance-Based Stock
Remuneration Remuneration Remuneration
Method Cash payment Points granted

Payment allowance

Up to ¥700 million per year

Up to 25,000 points per year
(1 point = 1 share)

Payment period

Monthly (no bonuses or retirement benefits)

Director resignation
(cumulative points converted
to shares)

Determined according to their respective responsibilities

Calculation method 70% paid as fixed

30% paid after adjustment based
on the Company’s performance
remuneration in relation to the medium-term
business plan

Points granted according to their
respective responsibilities

Performance standards -

70%: Consolidated results
(Mainly net sales, operating income)
30%: Non-consolidated results
(Mainly net sales, operating income)

Other

Fixed amounts contributed to the Company’s executive
shareholding association

Cultivation of Successors to the President and Directors

Successor to the President

The Company develops candidates for succession to the
president by placing them in successively important roles such
as executives and directors. Personnel matters related to
executives and directors who are potential presidential candi-
dates are deliberated by the Personnel & Remuneration
Advisory Committee, which is an advisory body that reports to
the Board of Directors. The Board of Directors, upon receiving
the report, will carefully examine its contents, deliberate, and
decide on the candidates.

Through this process, the Board of Directors supervises the
development of candidates to become the next president in a
systematic and ongoing manner.

The process for the appointment and dismissal of the presi-
dent is the same as that for candidates for directors, in that the
Personnel & Remuneration Advisory Committee conducts a
review and submits a report based on consultations with the
Board of Directors.

Developing Candidates for Directors

From the standpoint of securing human resources capable of
assuming management roles in the future, the Company
makes a point of placing employees— particularly those in
career-track positions—in various positions and rotations in
different departments. It also makes an effort to appoint
employees as early as possible to positions as managers and

other important posts and positions in which they assist man-
agement, such as the top management of affiliated companies
and overseas subsidiaries. In this manner, it strives to develop
a robust base of employees with highly sophisticated expertise
and work experience, cultivating them for selection as the next
generation of director candidates.

Policy for Executive Training, etc.

To support the execution of duties by directors, the Company
provides information on matters necessary for their roles and
functions (such as economic conditions, industry trends, legal

compliance, corporate governance, finance, and accounting)
on an ongoing basis. It also ensures opportunities to participate
in external training based on the needs of individual directors.
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Risk Management

Nippon Paper Group
ESG Databook 2022

Basic Stance

The Nippon Paper Group conducts risk management during
normal operation, and in the event of emergencies, with the
aim of preventing managerial risks from manifesting and
minimizing the impact of those that do occur. All possibilities
that may result in a physical or economical loss or a loss of
credit or disadvantage to the Group are considered risks to
the Group.

Promotion Structure

Nippon Paper Industries Co., Ltd. has established its Risk
Management Committee, which is chaired by the president
and representative director under the supervision of the Board
of Directors, and meetings are held once per year or more. The
Risk Management Department established within the CSR
Division serves as the secretariat. In normal operations, the
committee regularly identifies and evaluates the Group’s risks,
considers and deliberates measures to reduce its risks and at
the time when the risks occur in reality, and reports them to
the Board of Directors.

In addition, the respective risks relating to Product Safety,

(1) Prioritizing human life and safety
(2) Continuing business

Basic Under the aforementioned policies, we will
Policies follow and comply with the guidance and
recommendations of national and regional
governments.

Raw Materials and Purchasing Division, Environment, and
Safety and Disaster Prevention, are examined and discussed
in committees chaired by the General Managers of the respec-
tive responsible division in the Company. They are then
reported to the Company’s Board of Directors via the Risk
Management Committee.

In the event of an emergency, a crisis response headquar-
ters will be launched. The crisis response headquarters swiftly
carries out initial responses and BCPs (business continuity
plans) in the event of emergencies depending on risks such as
natural disasters and infectious diseases.

Risk Management Committee
Risk Management Regulations

Oversight

The Board of Directors > Chairperson: President
of Nippon Paper

Vice Chairperson: Executive Vice President
Industries Co., Ltd. <

Report

Head of the Secretariat: General Manager, CSR Division | -st@blisnin
Secretariat: Risk Management Department Secretariat:

Crisis Response Headquarters
Crisis Response Regulations

Chairperson: President
Vice Chairperson: Executive Vice President
Head of the Secretariat: General Manager, CSR Division

Risk Management Department
and relevant general managers

v

the event of
an emergency

Report 1

Nippon Paper Group Product Safety Committee / Nippon Paper Group Raw Materials Committee /
Nippon Paper Group Environmental Committee / Nippon Paper Group Safety and Disaster Prevention Committee

Risk Management Activities

Maintenance of BCP

To address major natural disasters that have become more
frequent in recent years, the Group continues to maintain a
BCP based on the BCM (business continuity management)
framework it worked to develop in the previous fiscal year.

The Company’s head office has selected crucial operations,
along with adding supplies that will be needed when it
launches a Crisis Response Headquarters, along with stockpil-
ing food and daily commodities. In addition, the BCPs drawn

up by each department are made known within the Company.
The Company’s mills are working to revise existing BCPs
around the assumed disaster scenarios of earthquakes,
tsunamis, typhoons, floods and volcanic eruptions. Moreover,
Group companies have established crisis response regulations
and have put in place a system to launch a response head-
quarters in the event of an emergency. Going forward, the
Group will strive to establish and enhance its BCP.

Committee Meetings Held (FY2022/3) Nun.wber of Attendees
Times
. . Nippon Paper Industries / President, Executive Vice President, All general managers
Risk Management Commitiee 1 Nippon Tokai Industrial Paper Supply / President
Report to Mppon Paper Industries 1 Nippon Paper Industries / Chairman, President, Executive Vice President, and all directors
Board of Directors
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Risk Identification

In FY2022/3, the Risk Management Committee carried out an
identified sampling of risks from the Company (head office and
mills) and consolidated subsidiaries, and five non-consolidated.
Through the survey, the Group identified risks. Risks that
emerged in FY2022/3 and risks that will assume increasing

Risks associated with delays in business structure transfor-
mation and the creation of new businesses
¢ Addressing the market contraction in the Paper Business

importance in the future were also confirmed. Based on the
results, discussions were held in the relevant departments and
the Risk Management Committee, and the Company’s busi-
ness risks were considered based on the conceptual frame-
work outlined below.

Main Risk Mitigation Measures

¢ Reallocate management resources through such means as investing in growing
businesses such as the Daily-Life Products Business and repositioning personnel

¢ Develop paper products to replace plastics, primarily for containers and packaging

¢ Expand use of woody biomass such as CNF

* Expand overseas business initiatives and capture synergies with existing businesses

Risks associated with climate change
* Addressing the full-fledged introduction of carbon pricing
and emissions trading

* Reduce GHG emissions

¢ Convert fuels to renewable energy

¢ Pursue maximization of forest value through such means as improving the produc-
tivity of forest resource holdings

Risk of fluctuations in product demand and market conditions

¢ Fluctuations in demand based on factors such as economic
conditions

¢ Fluctuations in product prices based on factors such as
market conditions

¢ Reorganize the production structure

¢ Reduce costs

* Secure profits by maintaining sales prices
¢ Create new needs

Risks associated with raw material and fuel procurement and

international transportation

¢ Price fluctuations due to international and domestic market
conditions

¢ Global shortage of container transportation capacity

¢ Surging marine freight rates due to rising raw material and
fuel prices

saibejelig JuswabeuB YIM pajeloossy sysiy Jofey

¢ Utilize pre-order schemes

¢ Build relationships with shipping companies

¢ Consider joint transportation and procurement with other companies

* Make purchases based on long-term contracts and from multiple suppliers and
regions

Risks associated with production facilities
* Problems occurring at facilities
¢ Fires

¢ Regularly inspect production facilities
* Systematically update vulnerabilities

Risk of natural disasters and infectious diseases, etc.
¢ Earthquakes, tsunamis, typhoons, floods
*COVID-19

¢ Launch a Crisis Response Headquarters
e Establish BCM (Business Continuity Management)
¢ Formulate and revise infectious disease response guidelines

Environment-related legal risks

* Respond to changes in environmental laws and regulations

Human resource recruitment and labor-related risks
¢ Recruit optimal human resources based on human resource
strategy

senIAROY ssauisng

¢ Develop workplaces premised on flexible and diverse work styles
¢ Implement the Occupational Safety and Health Management System
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Risks based on product liability

 Enroll in product liability insurance
¢ Establish and utilize Product Safety Committees

Compliance

Based on the Nippon Paper Group’s Action Charter, the Group’s
position is that “Compliance goes beyond laws and regulations
to include decency, common sense, customs, and other rules,
and ‘social norms’ that are expected by society in general, and

Nippon Paper Group
ESG Databook 2022

Ofa
et

we are called upon to respond to the expectations and trust of
society.” The Group continually carries out activities that raise
employees’ awareness of compliance.

Promotion Structure

The Compliance Office, which the Company set up within the
CSR Division, strives to enhance collaboration on compliance with
the compliance managers of Group companies and reports on its

activities to the Board of Directors as well as to the Audit & Super-
visory Board members and the Management Executive Commit-
tee on a quarterly basis in Group Compliance Liaison Meetings.

Compliance Activities

The Nippon Paper Group’s Action Charter states that “We shall
abide by the letter and the spirit of laws and regulations, and
comply with the highest ethical standards and social codes of
conduct, both in Japan and abroad.” The Company strategically
carries out compliance training. It works to provide training to
ensure there are no inappropriate relationships with local govern-
ments or civil servants where it conducts business in Japan and
overseas, or there is no transfer of inappropriate economic gains
to or from customers, business partners, or others. If there are
any cases of suspected misconduct, corrective actions are taken
to deal with the situation.

The Company has set up the Nippon Paper Group Helpline.
The helpline makes it possible for employees to directly report
and consult on any conduct that violates laws and regulations or
conduct that may become a problem in the workplace from a
corporate ethics point of view. Reports and consultations may
also be made anonymously. The Company periodically notifies
employees about the helpline. Opinions and other reports from
third parties other than those eligible to use the helpline are
accepted through the Contact Us webpage of the Nippon Paper
Group’s corporate website.
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Product Safety

The Group has made “delighting our customers” (by accurately
responding to the needs of customers) one of the requirements
of the Vision to realize its Group Mission. Supplying products

needed by society with assured product safety and quality is a
critical issue that a manufacturing company should address as

a matter of course. The Group ensures safety and quality
based on the Philosophy and Basic Policy of Product Safety,
and strives for the stable supply of diverse products indispens-
able for daily living.

Promotion Structure

The Nippon Paper Group Product Safety Committee, chaired
by the general manager of the CSR Division, manages activi-
ties related to the Group’s product safety and reports on these
activities to the Risk Management Committee. The Group

complies with laws, regulations, etc. in Japan and overseas,
and strives to ensure product safety using management
methods appropriate to each business or product.

Product Safety Activities

The Group has been working to re-establish its risk manage-
ment framework by bringing external consultants onboard
from FY2021/3, with the aim of bolstering product safety
management.

In FY2022/3, the Group compiled the results of question-
naires and interviews of Group companies carried out during
the previous fiscal year to assess the current situation, and
confirmed that there were no urgent matters to address

Occupational Safety and Health

The Group upholds instilling pride in employees as a necessary
condition of its Vision to realize its corporate Group Mission.
This is based on the prerequisite of ensuring the safety and
health of employees at each of the Group’s locations, which is
a critical issue for maintaining sound management. The Group
formulated a Philosophy and Basic Policy on Safety and Health

regarding product safety management. On the other hand, the
Group has implemented measures such as revising how it runs
the Nippon Paper Group Product Safety Committee and for-
mulating minimum standards, with a view to strengthening
collaboration among Group companies and solving issues
such as standardizing variations in management standards.
Going forward, the Group will keep conducting activities to
continually upgrade its product safety management framework.

Nippon Paper Group
ESG Databook 2022
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Measures and constructed a system for occupational safety
and health under which all employees and members of
management are united. It maintains the health of employees,
realizes comfortable and friendly work environments and helps
to prevent disasters.

Promotion Framework

The Nippon Paper Group Safety and Disaster Prevention
Committee, which is chaired by the general manager of the
Technical & Engineering Division, supervises occupational
safety and health and disaster prevention activities and reports
on these to the Risk Management Committee. For use in the
case of a disaster, the Group has established a communication

system between the mills and the head office as well as the
departments within the head office. It has also established and
operates a system to report necessary information to the
Nippon Paper Group Safety and Disaster Prevention Commit-
tee and top management.

Initiatives for Preventing Work-Related Accidents

Guided by its mission of ensuring that nobody is injured within
the premises of its mills, the Group works closely with labor
unions and partner companies to prevent work-related acci-
dents. Top management conveys this mission to employees
through lectures during the new-year period, visits to mills,
in-house newsletters, and other means.

Moreover, the Group implements its own system (NPSS¥)
for continuously pursuing occupational safety and health

* Nippon Paper Occupational Safety and Health Management System
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management activities at the organizational level. By doing so,
it strives to improve safety and health levels through the pre-
vention of occupational accidents, promotion of workers’
health, and creation of comfortable work environments.

Additionally, in 2020, the Company formulated a medium-
term management plan centered on safety initiatives (2020-
2025) as part of efforts to construct a foundation for preventing
work-related accidents.

Respect for Human Rights

The Group established its Philosophy and Basic Policy on
Human Rights, Employment and Labor in 2004 to clearly
indicate its position on respect for human rights and estab-
lished its Philosophy and Basic Policy Concerning Raw
Materials Procurement in 2005. The Group is continually imple-
menting activities to respect human rights across the entire
supply chain, such as strictly conducting annual supplier
surveys on the procurement of wood resources, which is its
business foundation. In May 2022, the Group formulated the
Nippon Paper Group Human Rights Policy by revising the

0o+ 01

= H
existing Philosophy and Basic Policy on Human Rights,
Employment and Labor. The new policy was created as a
means of carrying out more effective activities to respect
human rights in an effort to realize the Group Mission. Based
on activities undertaken so far, the Group has established a
policy that endorses the UN’s Guiding Principles on Business
and Human Rights and meets global standards.

In accordance with this policy, the Group will reinforce

respect for human rights across the entire value chain.

Promotion Structure and Relief

The Group addresses human rights risks under a risk manage-
ment promotion structure headed by the president and repre-
sentative director and supervised by the Board of Directors of
the Company.

In addition to the Nippon Paper Group Helpline system,
which the Company set up as an internal whistleblower

system, the Group accepts inquiries regarding concerns about
any possible violation of human rights through the Group’s
corporate website (https://www.nipponpapergroup.com/
english/inquire). (Organizations in charge: The Company’s
Compliance Office and associated departments)

Human Rights Due Diligence

The Company launched its Human Rights Working Group in
2021, introducing human rights due diligence. From 2022,
the Company has listed the human rights risks of all stake-
holders in value chains related to the Paper and Paperboard
Business, Paper-Pak Business, and the Chemical Business.

Subsequently, the Company has evaluated those risks, iden-
tified high-priority human rights risks and considered risk
mitigation measures. Going forward, the Company will con-
tinue to regularly evaluate human rights risks, along with
working to expand the scope of such risks.

Activities Related to Respect for Human Rights

Based on exchanges of opinions with Amnesty International Japan, the Company has been conducting the activities described

below every year since 2015.

Human Rights Surveys at Subcontracted Mills in Japan
The Company sends surveys to subcontracted mills in Japan
once a year and has them conduct a self-check, mainly to
confirm compliance with labor and safety laws and regulations.
Survey results are shared with the human resource managers
of each mill for the purpose of supporting improvements. In
addition, the Company conducts follow-up surveys to verify
the current status of improvements on human rights issues.

An inspection in Australia

Signboards draw attention to safety precautions
responses to fires

A portable firefighting system used for initial

Confirmation of Consideration for Human Rights at
Overseas Wood Chip Suppliers

Based on the Philosophy and Basic Policy Concerning Raw
Materials Procurement, the Company has employees in charge
of procurement visit overseas wood chip suppliers to conduct
interviews covering matters such as health, hygiene, safety,
disaster preparedness, and local environmental concerns from
the perspective of respect for human rights. In FY2022/3, the
Company carried out inspections in Australia and confirmed
that there were no problems.

Designation of an assembly point for emergencies
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Procurement and Forest Management
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Procurement

Basic Stance

The Nippon Paper Group is working to a build a sustainable raw
materials procurement system that earns the trust of a broad
range of stakeholders by practicing supply chain management
with consideration for the environment and society. The Group

Promotion Structure

The Group has established the Nippon Paper Group Raw
Materials Committee, which is chaired by the general man-
ager of the Raw Materials and Purchasing Division at Nippon
Paper Industries. This committee discusses key issues related

is striving to improve the level of its raw materials procurement
by conducting procurement activities in accordance with its
Principles and Basic Policies Concerning Raw Materials
Procurement and promoting dialogue with stakeholders.

to raw materials procurement for the entire Group, such as
policies on raw materials procurement, and reports on these
issues to the Board of Directors through the Risk Manage-
ment Committee.

Revision of the Principles and Basic Policies Concerning Raw Materials Procurement

The Group established the Principles and Basic Policies Con-
cerning Raw Materials Procurement (hereinafter, “Procurement
Policies”) in October 2005 and has promoted sustainable pro-
curement in accordance with the Procurement Policies. As of
September 2022, the Group has now revised the Procurement
Policies to allow it to address issues such as respect for human
rights and climate change more effectively, with a view to realiz-
ing the Group Mission. In addition, the Wood Resources
Procurement Guidelines has been newly created under the
Procurement Palicies to highlight resources procured from
forests, which are the Group’s business foundation.

During the revision process, the Group set up a review
panel (Secretariat: Nippon Paper Industries Raw Materials
and Purchasing Division) within the Nippon Paper Group Raw
Materials Committee. The review panel convened the general
managers of major Group companies’ procurement depart-
ments and the Company’s relevant departments, and discus-
sions were held over a period of about one year. Additionally,

with an emphasis on dialogue with stakeholders, the review
panel held a series of discussions to exchange thoughts and
ideas with external experts in various fields and reflected their
insights in the revised policies (P.62-63).

As part of this revision, an Introduction section was added
as a preface to the Procurement Policies. In the Preamble, the
Group sets forth the purpose of the revision and the interna-
tional standards and guidelines to which it referred. It also
clearly states that the Procurement Policies follows the princi-
ples established in the Nippon Paper Group Human Rights
Policy, which was revised in May 2022, and it lays out a gover-
nance structure for the Procurement Policies to be reassessed
under the supervision of the Board of Directors.

Going forward, to conduct procurement in accordance with
the revised Procurement Policies, the Group will draw up a
specific action plan and work to build a sustainable supply
chain in collaboration with suppliers. Concurrently, the Group
will keep on conducting active dialogue with stakeholders.

(Established in October 2005, revised in September 2022)

2. Addressing social issues

3. Addressing environmental issues

and handling of chemical substances

5. Communication with stakeholders

Principles and Basic Policies Concerning Raw Materials Procurement (Summary)

Principles We shall strive to contribute to better living and cultural progress everywhere we do business
by implementing sustainable procurement practices for raw materials in collaboration with
our suppliers. To do this, we shall make our best effort to identify social and environmental
issues relating to our procurement practices and to address the challenges identified.

4. Ensuring traceability and monitoring
Traceability, monitoring, and requests to our suppliers for improvement of their practices

For the full text

Basic Policies 1. Legal compliance and fair and equitable transactions
Respect for international standards and compliance with relevant laws and regulations, for business trans-
actions and the provision of equitable opportunities for competition, and adequate information management

Respect for human rights (prevention of human rights violations, as well as workers’ rights violations),
respect for community rights, avoidance of illegally harvested wood and conflict minerals

Sustainable use of forest and water resources, conservation of biodiversity, efficient energy use, reduction of
greenhouse gas emissions, active use of recycled materials as raw materials, and adequate management

Holding dialogue with stakeholders and active information disclosure
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Procurement of Wood Resources

The Group maximizes use of renewable wood resources
through diverse technology and know-how. As the use of
wood resources is indispensable to the Group, it has con-
structed a system to continually procure resources that are
generated from sustainable forest management.

e Sourcing from sustainable forests (sustainability)
e Clearly identifying the origin of wood (traceability)
e Maintaining full accountability (accountability)

Creation of the Wood Resources Procurement Guidelines

The Nippon Paper Group has newly formulated the Wood Resources Procurement Guidelines under the Procurement Policies
revised in September 2022. The Group will further bolster its procurement system for sustainable forest resources.

1. Prohibit the procurement of illegally harvested wood

2. Commitment to the promotion of zero deforestation

3. Prohibit the procurement of High Conservation
Value (HCV) forest resources

4. Procurement that contributes to the increase of
CO: absorption and fixation from forests

5. Promote the use of domestic forest resources

Wood Resources Procurement Guidelines (Summary) (Established in September 2022)
. Promote the use of sawmill residue and

. Promote the procurement of wood

. Ensure traceability to the origin of wood
. Dialogue and engagement with suppliers

unused wood materials
For the full text

resources that are audited or certified

Management of Suppliers

Raw material for paper, which is the Group’s main product,
consists of wood resources such as wood chips and waste-
paper. Of the Company’s paper raw materials, about 60% of
its wood chips are procured from overseas, while the remain-
ing amount comes from within Japan. This requires supply
chain management both within and outside Japan.

In addition to ensuring the legality of wood material sup-
plies, the Company has formulated an action plan to carry out
procurement of wood resources that takes into consideration
human rights, labor, local communities, and the preservation of
biodiversity. The action plan has been in effect since 2007.

To ensure sustainability, each year the Company conducts
surveys and on-site interviews with its overseas suppliers of
wood materials. As for domestic wood materials, it confirms

Breakdown of Main Raw Materials in Paper Products
(Domestic Consolidated Subsidiaries) (FY2022/3)

Wastepaper and wastepaper pulp Other pulp (wood resources)

54.4%" 45.6%

* Includes purchased wastepaper pulp

Breakdown of Wood Chips for Paper Manufacturing
Procured by Nippon Paper Industries (FY2022/3)

Overseas 62% Japan 38%

(2,155 thousand tonnes) (1,298 thousand tonnes)

Hardwood Softwood
Hardwood 58% 15% 23%

(2,005 thousand tonnes) (517 thousand (781 thousand
tonnes) tonnes)

Softwood 4% (150 thousand tonnes)

the sustainability of domestic wood materials based on trade
association certification for legal authenticity. Moreover, the
Company receives third-party verification, utilizing annual forest
certification audits and the due diligence system for legal
certification stipulated in the Clean Wood Act, which was
introduced in Japan in 2017.

Going forward, to promote procurement in accordance
with the Procurement Policies revised in 2022 and the newly
formulated Wood Resources Procurement Guidelines, the
Company will bolster the action plan it is currently imple-
menting as it seeks to gain the understanding of suppliers,
with a view to building a wood resources procurement
system that is even more highly trusted by customers and
other stakeholders.

Details of Supplier Surveys

e Basic information on forests from which materials were
sourced (type of tree, compliance with laws and regula-
tions related to forests, etc.)

e Status on obtaining forest certifications

e Establishment of policy and systems for human rights
and labor policies

e Implementation of biodiversity efforts, etc.
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Number of Implementations of Nippon Paper Industries’
Action Plan for Procurement of Wood Resources (FY2022/3)

357 wood chip suppliers, 7 pulp suppliers

(Implemented for all suppliers, compliance verified at all suppliers)

In Japan

22 wood chip suppliers, 13 pulp suppliers

Overseas (Implemented for all suppliers, compliance verified at all suppliers)

Nippon Paper Group Integrated Report 2022 ‘ 61 ‘


https://www.nipponpapergroup.com/english/csr/npg_esgdb2022_e_procurement.pdf
https://www.nipponpapergroup.com/english/csr/policies/
https://www.nipponpapergroup.com/english/csr/policies/

Dialogue with Experts (Revisions to the Procurement Policy)

Together with Stakeholders
Aim to Establish a Sustainable Raw
Materials Procurement System

The Nippon Paper Group has been moving forward on revising
the Philosophy and Basic Policy Concerning Raw Materials

going forward and work together with suppliers for sustainable
raw materials procurement.

Procurement formulated in 2005 towards achieving the Group

Mission to contribute to better living and cultural progress
everywhere it does business. As part of that process, the
Group held repeated dialogues with outside experts, received
their valuable advice on structure and wording, and reflected
this in the revisions (P. 60-61). This section summarizes the
opinions of the experts who took part in the revision process
on the revised policy and their expectations of the Group

regarding its implementation.

The Group will continue to emphasize stakeholder dialogue

The Company’s Risk Management and Procurement Policy « =« « ==« v avue-

Ms. Mari Momii

Representative,
deepgreen consulting

| highly commend how the Introduction and Philosophy sections are organized to give detailed
explanations of what the policy is aiming for, who the targeted stakeholders are, what it regards
as risks, and what it seeks to resolve.

Procurement policies are a tool to reduce a company’s negative impact and minimize risk.
On the other hand, they can also be a way to clarify the positive impact a company is trying to
achieve from an ESG aspect and be used as a branding opportunity by clarifying its own
initiatives. These revisions contain clear statements about minimizing risk and reference to
governance, which | feel makes the Company’s stance clearer than before.

Ensuring risk management and traceability in the supply chain can no longer be
replaced by third-party certification alone, and companies are being required to perform
their own verification. Based on the policy revisions, | expect that verification and response
to higher-risk cases will not only reach as far as primary suppliers, but throughout the entire
supply chain.

Linking Social Issues such as Human Rights to Environmental Issues « - - - ..

‘tv»

Ms. Akiko Sato

Liaison Officer,
Business and Human Rights,
UNDP

| believe the Introduction accurately communicates the objective of this policy and its contents
will serve as an axis going forward. Corporate policies and thoughts about SDGs can all be built
around a core value of human rights. Environmental issues are always linked to human rights,
and themes such as climate change, preservation of biodiversity and respect for the rights of
indigenous peoples can all be explained from a human rights perspective. In this respect, this
revised policy is based on the Nippon Paper Group Human Rights Policy in addition to the
Group Mission, and human rights are firmly incorporated into the core values as a starting point.

However, regarding the division of Social Issues and Environmental Issues within the revised
policy, it may be necessary to promote awareness within the Company so that these two
matters are not discussed independently, as it is a common practice in global sustainability
context to connect them. The relationship between the environment, climate change and
human rights, in addition to initiatives for business and human rights, are globally common
issues that are ever increasingly growing in importance. These are not all things where changes
will be immediately obvious. | expect the Company to keep a close focus on global develop-
ments and continue responding to them to make steady progress, step by step.
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Importance of Monitoring and Process Improvement - -« .cvviavnannann.

\

Mr. Kiyoshi Kamikawa

Research Fellow,
Forest Economic Research
Institute

Expecting Continued

Ms. Chiaki Furusawa

Forest Group, Project Manager,
WWF Japan

| felt that clearly indicating the connections between the Group Mission, its Human Rights
Policy and Procurement Policies in the Introduction made it easily understandable. | think it was
also good that it stipulated more detailed guidelines for procurement of wood resources, the
foundation of the Group’s business. Implementation of the policy will require monitoring, but |
commend the sound inclusion of references to “Ensuring traceability and monitoring.”

Actions based on the policy concerning procurement of raw materials should not just be
carried out, there must also be a checking system. Moreover, it is conceivable that a process
may arise to review the policy itself, so | think the creation of such a system and its process
should include dialogue with stakeholders from various standpoints. It would be more convinc-
ing to announce that the dialogue will be held regularly with some fixed group of members,
rather than just held from time to time.

In addition, when taking action, | think specific targets and milestones toward achieving
them should be set, alongside proactive disclosure of information including the improvement
process, which would lead to enhancing the Company’s evaluation and value.

Dialogue with Stakeholders « -« v« v v vvvnianniaann,

These revisions newly stipulated the procurement policy for wood resources, and incorporation
of important key terms such as “zero forest destruction,” “biodiversity” and “high conservation
value (HCV)” is commendable. However, society, beyond environmental NGOs, has a strong
interest in the definitions of these terms. To acquire credibility for properly implementing the
revised policy, the Company needs to be able to clearly explain terminology to suppliers, in
addition to its shared in-house understanding.

This time, | felt that throughout the process the Company emphasized dialogue with stake-
holders such as we NGOs, and took the stance of closely listening to outsiders’ opinions while
revising the policy. By setting up continuous opportunities for dialogue with various stake-
holders, including NGOs, | think it will become easier to ascertain risks in procurement activities.
In some cases, issues may appear that do not conform with the policy. However, even in those
cases, through dialogue with stakeholders it would be possible to come up with measures for
improvements that | would then like to see implemented.

Creating Corporate Value in a Global Society ««-v:vvavninniannaan..

Mr. Minoru Matsubara

Executive Officer,
Responsible Investment Division,
Resona Asset Management Co., Ltd.

During the policy revision process, the Governance section was added after the Introduction. As
| expected, executive management’s involvement in the policy was made clear, and this is com-
mendable. Risk monitoring and risk management are crucial to a company’s governance, and |
think policy decisions and governance at the executive management level should be clarified.

The global trend in ESG investment is naturally to focus on the environment, but consider-
able weight is also being given to social issues. Companies are increasingly being asked to
think not only of being profitable in accounting terms, but also about how they will be involved
and create value in the long term from the perspective of social sustainability. For investors to
assess a company’s activities, it will be an important factor that companies establish a system
to gather opinions from stakeholders, communicate these to the executive level and disclose
information about actions taken in relation to this. There is an advancing trend toward direct
engagement from the standpoint of shareholders and investors to raise the corporate value of
companies in which they invest, so to be able to take part in this kind of dialogue was an
extremely valuable opportunity for me.

Going forward, | want the Company to continue dialogue with stakeholders, breathe life into
the revised policy and disseminate this among each and every employee and activate it.
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Basic Stance

Forests possess tremendous value to the Group as a manage-
ment resource. For this reason, the Group nurtures forest
resources on its own while also procuring sustainable woody
raw materials from outside sources.

The Company manages and operates approximately
160,000 total hectares of forests both within and outside
Japan with consideration toward the environment, society,
and the economy, and has obtained forest certifications for all
of them. At the same time, it is undertaking various initiatives

to maximize the value of forest resources.

Values Emphasized by the Group
in Usage of Forest Resources

e Sustainable forest management and productivity
improvement

e Maintaining a supply chain for forest resources
e Fulfilling public interest functions of forests including
preservation of biodiversity

Sustainable Forest Management and Productivity Improvement

Overseas, the Group manages approximately 70,000 total
hectares of plantation areas in Brazil and Australia, where it
conducts sustainable forest management with consideration
toward local residents, regional culture and traditions, as well
as the natural environment and ecosystem (see P.65). It also
contributes to local communities by, for instance, giving
consideration to indigenous peoples and providing them with
support for educational activities.

In Japan, it possesses approximately 90,000 hectares of
Company-owned forests in approximately 400 locations
nationwide. It manages these areas by categorizing approxi-
mately 80% as commercial forest areas for harvesting woody

materials, and approximately 20% as environmental forest
areas where woody materials are not harvested and environ-
mental functions such as ecosystem maintenance and water
resource preservation (watershed) are maintained, and con-
ducts balanced, sustainable forest management.

The Company has also harnessed the unique breeding and
proliferation technologies and forest management technologies
it has cultivated over many years, and contributes to building a
carbon-neutral society while enhancing its forest resources
through productivity improvement per unit area (= improving
the CO:2 fixation efficiency rate) (see P.24-25).

Maintaining a Supply Chain for Wood Resources

(Activation of plantation business in Japan)

Over many years, the Group has built up a supply chain with
partners such as owners of forests, forestry businesses, wood
processing businesses, and distribution companies both within
Japan and overseas to effectively utilize forest resources. With
regard to Japanese woody materials in particular, it is moving
ahead with procurement using a supply chain in Japan, which
is the Company’s strength, and actively promoting the use of
Japanese materials.

In recent years, the value of Japanese woody materials has
been reconsidered due to factors including biomass fuel and

increased demand for woody materials such as building
materials due to lumber shortages. However, in the Japanese
plantation business, many problems have been revealed such
as worker shortages and increasing costs to address damage
by wild animals. The Group will maintain supply chains in
Japan to continue utilizing forest resources in Japan going
forward, while employing its breeding and proliferation technol-
ogies and Company-owned forests, and undertaking various
initiatives to solve these issues (see P.24-25).

cAse | Improving the Efficiency of the Forest Industry
STUDY | through Consolidation of Operations

SQ,-'?JSDEY Harnessing Cutting-Edge Technology

As a private company that owns mountain forests in the
Ikitsuki region of Kumamoto Prefecture, the Company
participates in an agreement to promote forest management
in the Ikitsuki region through a public-private partnership
together with the Kyushu Regional Forest Office, Ikitsuki
Village, the IKITSUKI Forest Owner’s Cooperative, and
various corporations, among others. Through this agree-
ment, a large-scale forestry business complex currently
spanning over 20,000 hectares has been formed, and in
addition to evaluating technical aspects such as wood chip
production within forests for efficient operation, trials for
stable supply through collaboration with the downstream
supply chain, as well as evaluations of countermeasures
against worker shortages by securing annual workloads for
large areas of land, are underway.
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Using Company-owned forests as a testing field, the Group
is continuing to gather forest resource information using
drones and aerial laser measurements and considering ways
to reduce labor and improve
the efficiency of forest man-
agement. In May 2022, it
signed an agreement
related to the on-site imple-
mentation of cutting-edge
technology with Shizuoka : ;
Prefecture, and will demon- 1N

strate cutting-edge technol-  ysing a drone to gather forest
ogy, etc. by utilizing its resource information in

Company-owned forests in ~ Company-owned forests in
that area Kitayama, Shizuoka Prefecture

Fulfilling Public Interest Functions in Forests Including Preservation of Biodiversity

Forests possess public interest functions such as CO: absorp-
tion and fixation, ecosystem maintenance, water resource
preservation (watershed) and disaster prevention. The Group
has particularly emphasized preservation of biodiversity among
its services for forest ecosystems for procurement of sustain-
able resources and formulated the Basic Policy on the

Preservation of Biodiversity in 2016. In addition to its own
Company-run initiatives, through cooperation with various
stakeholders, the Group will maintain and increase public
interest functions held by forests, such as the preservation of
biodiversity, and their value (see P.24-25).

cASE | Balancing Preservation of the Natural Habitat of Blakiston’s
STUDY | Fish Owls with Business Activities

In 2010, in collaboration with the Wild Bird Society of Japan, the Company
established a shared conservation area for Blakiston’s fish owls, which has been
designated as a critically endangered species in a list made by the Ministry of the
Environment, at its Company-owned forests in Hokkaido Prefecture. In addition,
the Company operates the facility based on a standard of balancing preservation
of the natural habitat with economic activity.

Blakiston’s fish owl (Photo courtesy of the Wild
Bird Society of Japan)

CASE | R . .
sTupy  Survey on Biodiversity in Overseas Plantation Businesses

AMCEL, a plantation business company located in Brazil, established approxi-
mately 170,000 hectares of its approximately 300,000 hectares of Company-
owned land as conservation areas. The conservation areas are home to much
wildlife and include forests with high conservational value where rare and endan-
gered species live. As initiatives for the preservation of biodiversity, AMCEL
continues to conduct surveys monitoring vegetation within the conservation
areas and the habitation of wild animals and fish within Company-owned land.

Biodiversity survey being conducted (AMCEL)

SCT/E,SDEY Mutual Collaboration with Coca-Cola Bottlers Japan Inc.

The Company and the Group’s Marunuma Kogen Ski Resort have agreed to
mutual collaboration with Coca-Cola Bottlers Japan Inc. in regard to the preser-
vation and conservation of forest and water resources, and will work together on
initiatives to preserve healthy forests that generate abundant water. Based on the
agreement, the three companies will carry out forest preservation and mainte-
nance management activities in certain areas of the forests (in Gunma Prefecture)
owned by the Company to preserve watershed capabilities.

Company-owned forests in Sugenuma,
Gunma Prefecture

stuby  Joining the 30by30 Alliance for Biodiversity

The Company has joined the 30by30 Alliance for Biodiversity, which was estab-
lished by the Ministry of the Environment together with voluntarily participating
companies, local governments, and organizations to achieve the international
goal of conserving 30% or more of land and sea areas as natural environment
areas by 2030. In FY2023/3, as a case study for testing and verifying the screen-
ing process on the Nature Coexistence Site (tentative name) scheduled to be
certified by the ministry in FY2024/3, the Company has declared it will provide
information about its Company-owned forests in Ho-oh (Yamanashi Prefecture),
among others.

Company-owned forests in Ho-oh,
Yamanashi Prefecture
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Environmental Management

Basic Stance

The Nippon Paper Group provides society with a wide range of
products and services through the effective use of wood, a
renewable resource. At the same time, its manufacturing pro-
cesses use a great deal of energy and water. Bearing this in
mind, the Group has formulated the Nippon Paper Group
Environmental Charter. The Group practices environmental
management that contributes to the formation of a

Promotion Structure

The Nippon Paper Group Environmental Committee, chaired
by the general manager of the Technical Division, who is also
the executive officer in charge of GHG emissions reduction
and promotion of environmental management at Nippon
Paper Industries, identifies management risks related to the
Group’s environmental activities and promotes countermea-
sures. Additionally, the committee manages and assesses the
proper implementation of the Environmental Targets in accor-
dance with the Nippon Paper Group Environmental Charter
and reports to the Board of Directors through the Risk
Management Committee.

circulation-oriented society by working from a long-term per-
spective to reduce environmental impact, promote resource
recycling, conserve biodiversity, and respond to climate
change. Under the 2030VISION, the Group has identified
these priorities as materiality for realizing the Group Mission
and will contribute to building a sustainable society through its
business activities.

With the aim of creating corporate value through environ-
mental management, the Group regularly convenes the New
Product Development Committee, and promotes the develop-
ment of products derived from wood resources in line with
growing environmental awareness. The Management
Executive Committee deliberates and decides on environ-
mental management policies and measures based on this
information, and incorporates them into business strategies
to address environmental risks and capture business opportu-
nities, thereby enhancing the resilience of the Company’s
growth strategies.

Aiming for a Sustainable Society Where Nature
and People Can Coexist in Harmony

In order to be more effective in dealing with environmental issues such as climate change,
which are highly uncertain and require long-term responses and countermeasures,
it is necessary to have a vision and goals based on a medium- to long-term perspective.
The Group has formulated targets for 2030 by backcasting from the ideal state of the Group in 2050,
and the entire Group is working together to achieve them.

2030

Now Environmental Targets 2030

Path to Sustainable Future

Expand recycling

(Used paper food containers, etc.)

Maximize forest value

(Improve CO: fixation efficiency in overseas

plantation areas by 30%)

Reduce greenhouse gas

(GHG) emissions

(45% reduction vs. FY2014/3 level)

Reduce environmental burden
(Final waste disposal rate from production sites

in Japan of 2% or less)
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Sustainable Society
Where Nature and
People Can Coexist
in Harmony

Environment Vision 2050

Sustainable Future Vision

Create and
circulate resources

Carbon-neutral

YV v 4

Minimum impact

FY2022/3 Results for Environmental Targets 2030 (Excerpt)

0]
~

1. Reduce GHG Emissions
Target:

Reduce direct GHG emissions (Scope 1 and 2) by 45%
compared with FY2014/3.

Progress:

Reduced by 20% compared with FY2014/3.

GHG Emissions
(Million tonnes-COz)

9.0 85
20°/o
683 _Reduction 45¢,
6.0 Reduction
47
3.0
0 ) )
2014/3 v 2022/3 v 203173 (FY)

2. Promote Creation of Resources and Circulation of Use

Target:

Acquire and maintain forest certification for all Company-
owned forests, both in Japan and overseas.

Progress:

Continued to acquire and maintain forest certification for all
Company-owned forests, both in Japan and overseas.

Forest Certification Rate in Company-Owned Forests
Il Overseas plantation areas (%) [l Company-owned forests in Japan (%)

100 100 100 100 100 100 100 100 100 100

2018/3 2019/3 2020/3 2021/3 2022/3 (FY)

Target:

Reduce GHG emissions from product transportation within
Japan in the Paper and Paperboard Business by 23%
compared with FY2021/3. (Nippon Paper Industries)
Progress:

Increased by 3% compared with FY2021/3 due to increase in
transportation because of the recovery in production from the
COVID-19 pandemic.

Modal Shifting* Rate

B Nippon Paper Industries (FY2022/3, paper division)
[ Paper industry average (FY2021/3, Japan Paper Association data)

0 20 40 60 80 100 (%)

* Long-distance transportation by such means as rail or ship in
Japan while carrying a large load of cargo at one time

Target:

Use 12,000 tonnes/year of unused wastepaper, which had
conventionally been difficult to re-use, but can be re-used
now due to development of technology to utilize wastepaper.
Progress:

Used 22.5 tonnes of unused, difficult-to-process wastepaper.

Crushed paper cups

3. Reduce Environmental Burden
Target:

Final waste disposal volume of industrial waste from domestic
production sites of 2% or less.

Progress:

Final waste disposal volume of industrial waste of 2.1%.

Final Waste Disposal Volume of Industrial Waste
B Waste generated Bl Final waste disposal

(1,000 tonnes)
800 745 732

638
600 584 581

400

200

9 13 20 14 12
2018/3 2019/3 2020/3 2021/3 2022/3 (FY)

Target:
Provide society with products and services that have a minor
impact on the environment through their overall life cycle.
Progress:

Sold products such as Lamina® paper (heat-sealable without
using plastics), that contribute to the reduction of plastic
volume used and to resource circulation.

Lamina® in use
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Environment

Addressing Climate Change

Aiming for Carbon Neutrality in 2050

The Nippon Paper Group sees addressing climate change as
one of its material issues for realizing the Group Mission. Under
the 2030VISION, in its basic policy, the Company states,
“respond to rapid changes in the social landscape including
GHG reduction and other environmental issues,” and it will
work to reduce GHG (greenhouse gas) emissions and imple-
ment green strategies to achieve carbon neutrality by 2050.

Initiatives to Reduce GHG Emissions

The Group has worked on fuel conversion, energy saving in
manufacturing and logistics processes, and carbon fixation
in forests as three pillars for GHG reduction. In FY2022/3,
the Group made even further aggressive initiatives on fuel
conversion and reduced the fossil energy use ratio (calorie
value)* to 55%.

* Scope: The Nippon Paper Group’s main production sites in Japan

Addressing TCFD

In April 2021, the Group endorsed the Task Force on Climate-related Financial Disclosures (TCFD) with the aim of
disclosing appropriate information on its response to addressing climate change issues.

The Nippon Paper Group’s FY2031/3 Targets

Reduce GHG emissions (Scope 1 and 2) by 45%

compared with FY2014/3

¢ Reduce fossil fuel use by maximizing the use of
existing infrastructure

Green strategy

e Improve CO: fixation efficiency in overseas plantation
areas by 30% compared with 2013

¢ Respond to demands to eliminate and reduce plastic
(expand products that replace plastic with paper)

v
Carbon neutrality in 2050

Realize carbon neutrality

A

The Nippon Paper Group’s initiatives

Reduction of GHG emissions Absorption and fixation of CO2
from business activities in Company-owned forests
A A

Fuel Energy o
conversion conservation G i [ et

Nippon Paper Group
ESG Databook 2022

Governance
The Group has identified the reduction of GHG emis-
sions as a management issue. Since 2008, the Group
has established quantitative targets for reducing GHG
emissions and has worked to achieve those targets.
The Company regards addressing climate change
issues as a material issue in realizing the Group Mission,
and it receives reports on initiatives from the Risk
Management Committee and Nippon Paper Group
Environmental Committee and monitors them. Since
FY2022/3, the executive officer in charge of GHG emis-
sions reduction and promotion of environmental man-
agement has also been reporting on these and other
issues to the Board of Directors on a quarterly basis.

Risk Management

Assessments of and responses to climate-related risks
are integrated into the Nippon Paper Group’s risk
management structure and are managed by the Risk
Management Committee (see P. 56).

In order to properly foresee risks, the Nippon Paper
Group Environmental Committee, established under the
Risk Management Committee, collects and analyzes
information, identifies climate-related risks and promotes
countermeasures. In addition, the Group has estab-
lished the Climate Change Strategy Working Group to
collect information and forecast risks.

Indicators and Targets (FY2031/3)

risk management.

In the future, the Group will refine 1.5°C scenario analysis to enhance and broaden its indicators and targets, and strengthen

GHG emissions reduction plan: GHG emissions (Scope 1 and 2) reduced by 45% in FY2031/3 compared with FY2014/3
Non-fossil energy use ratio 60% or more

Investment to address climate-related risks: ¥52.0 billion

Internal carbon pricing: Temporarily suspended due to rising prices of coal and other fuels
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Scenario Analysis and Strategy

The Group drew up a vision of society taking into account the
growing awareness of ESG issues and conducted quantitative
and qualitative assessments of the impact of climate
change-related risks and opportunities on financial plans,

Risk Identification and Assessment

The Group is affected significantly by physical risks because its
business foundation comprises forest resources. Additionally,
the Group purchases raw materials from overseas. For this
reason, the Group also closely monitors the climate change
countermeasures of countries from which it procures raw
materials as a risk factor. On the other hand, in Japan, the
Group is affected by regulatory risk such as a carbon tax and
energy policies.

To address transition risk, the Group will take multifaceted
measures to reduce risk to achieve GHG emission reduction

mainly in the domestic paper and pulp business, using two
scenarios: one in which temperature rise is limited to 1.5°C
and the other in which it rises by 4°C or more.

targets as quickly as possible, ahead of the scenario depicted
in the 2030VISION.

Regarding physical risk, the Group strives to spread out
and diversify the geographic location of its plantation areas
and suppliers of wood chips and other resources. Concurrently,
as a means of mitigating damage to production bases and
logistics networks, the Group has established an elaborate
structure for business continuity, such as backup production
and inventory management. Through these efforts, the Group
endeavors to reduce risk.

Risks Assessed to Have a Large Financial Impact (Some excerpts are shown below)

Type of Risk Phenomena with Significant Impact on Financial Plans

Transition Increasing price of carbon, such - Rising fuel prices and renewable energy surcharges

sk Regulatory

as the introduction of a carbon tax - Increasing capital investment expenses for fuel conversion and energy saving

Losses due to catastrophic

- Stoppage in the delivery of supplies and products as logistics networks are cut off

) Acute disasters - Interrupted production due to rising turbidity of water intake from rivers
thzsmal - Production stoppage due to damage at production sites
ris
Chronic Rising temperatures and changes - Increased price of woody supplies and other plant-based materials due to frequent forest

such as precipitation

fires and a decline in plant growth

Identification and Assessment of Opportunities

Climate-related risks also simultaneously present opportunities.
The Nippon Paper Group will implement a green strategy
combining its tangible assets, such as mill facilities and
Company-owned forests, and its intangible assets, such as its
raw material procurement networks and technological

capabilities developed over many years. In this way, the Group
will be able to enter markets that offer growth prospects in
step with changes in the environment and social conditions
such as expansion of ethical consumption, thereby capturing
opportunities to drive growth in its businesses.

Opportunities in Existing and Growing Markets (Some excerpts are shown below)

Predicted Phenomena

ress on electrification

- Widespread use of storage batteries due to prog-

The Nippon Paper Group’s Strengths

- Technologies for using tree components

- Further reduction of vehicle weight

- Cellulose nanofiber (CNF) development technologies and
production facilities

Stricter government policies

- Progress on carbon recycling

- Breeding technology for trees with a high CO: fixation efficiency
and Company-owned forests in Japan

- Chemical CO: fixation and utilization technology

- Biomass-derived CO:2 supply infrastructure (recovery boilers)

Changes in consumer tastes - Expand demand for products using biomass - Biomass material development technology
and preferences materials - Recycling technology and wastepaper procurement networks
- Rising needs in trend to replace plastic with paper - Multifunctional packaging material technology, barrier packaging

Increased demand for envi-

ronmentally friendly products stock-derived GHG emissions

- Increased demand for products that reduce live- technology, long-term liquid preservation technology

- Technologies using cellulose materials

Losses due to catastrophic
disasters

- Buildings are required to be more resilient

- Manufacturing technology for fly ash concrete admixture

Rising temperatures and
changes such as precipitation drought, and pests are needed

- Trees that can withstand high temperatures,

- Tree breeding and propagation technologies
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Basic Stance

The Nippon Paper Group, as a requirement of its Vision for
the Group Mission, has positioned the realization of diverse
work styles and active participation of diverse human
resources as key issues, based on the principle of instilling
pride in employees.

The Group adopted a basic strategy to accelerate the
transformation of the business structure under Medium-Term
Business Plan 2025 to achieve the 2030VISION. In a society

Utilizing Human Resources

The Group ascertains human resource needs in new and
growing businesses and redeploys human resources in line
with the progress of business structure transformation. At the
same time, proactively recruiting human resources with spe-
cialist knowledge and experience from outside of the Company
rejuvenates the organization.

When launching a new business or mass-producing a new
product, human resources who can perform stable operations

Developing Human Resources

with a declining birthrate and an aging population, focus will be
placed on developing and securing human resources, as well
as shifting human resources to growing businesses. Moreover,
to realize diverse work styles, the Group will move forward on
creating organizations where diverse types of people are able
to maximize their abilities, and which aim for better engage-
ment with employees.

are necessary. In line with business development, the Group
properly allocates employees who have accumulated excep-
tional operational skills at its mills in the Paper Business. More-
over, to respond to the decrease in the working-age population
in Japan, focus is being placed on leadership training for
employees hired by mills, and efforts are being made to realize
flexible and diverse work systems and programs that meet the
needs of employees.

Ideal Human Resources for the Group

The Group has formulated values that employees should
emphasize to realize the Group Mission.

Nippon Paper Industries, the core company of the Group,
looks for the following when hiring employees: 1) constant seek-
ing of new challenges, 2) exercising fair judgment and acting
accordingly, 3) having the ability to work in an inclusive team,
and 4) having the mental fortitude to overcome hardships.

In addition, as leaders advance the push to accelerate the
transformation of the business structure, managerial-track

employees are trained and their careers are shaped with the
aim of becoming “autonomous human resources” who can
take action to achieve their own goals, “challenger human
resources” who can take on new challenges, or “global human
resources” who can excel in a global business field.

Values and judgment standards employees
must emphasize to achieve the Group Mission

Challenge Fairness Teamwork

Employee Training
The Company supports the autonomous development of its
employees after joining the Company through the regular
provision of distance and group training opportunities and the
development of a professional qualification incentive system.

Training of newly recruited managerial-track employees has
been conducted jointly by the Company and main Group
companies continuously since FY2011/3 with the aim of
Group-wide development of employees. The Company also
conducts stratified education jointly at multiple mills located in
close proximity to each other so that employees can develop a
broad perspective through interaction with others outside the
mill where they work.

Training for managerial-track employees aims to accumu-
late a wide variety of experiences through a combination of
on-the-job training and planned rotations. In addition, through
stratified education and optional training, opportunities for
employees to cultivate an awareness of their responsibilities as
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leaders and develop necessary skills and techniques are
provided. Furthermore, to develop global human resources,
TOEIC tests and overseas training are offered.

Nippon Paper Industries’ Main Education and
Training System

Stratified education
(Training for new employees and new supervisors,
promotion and appointment training, elective training, etc.)

Optional training
OFF-JT (Distance learning, group training,
a professional qualification incentive system, etc.)

Overseas site dispatch system,
training course for middle management,
assessor training, other

On-the-job training, rotation

Enhancing Employee Engagement

The Company is working on building relationships to ensure growth for both employees and companies by realizing diverse work

styles and promoting diversity as well as improving job satisfaction.

Realizing Diverse Work Styles

The Company is moving forward on establishing work environ-
ments to realize diverse work styles and is reviewing work
systems in response to changes in society, such as promotion

Systems Introduced/Revised (Nippon Paper Industries)

of diversity and the pandemic. Moreover, it is also working to
improve operational efficiency and review work styles, as well
as to shorten overall work hours.

April 2020 April 2021 April 2022

- Half-day unit acquisition of expired annual paid | - Elimination of the core time (the time | - Application of expired annual paid
leave (preserved leave) during which employees must be at leave to absence from work related to

- A system that allows employees to apply the work) of the flextime system fertility treatment and pregnancy and
preserved leave (expired annual paid leave) for | - A system to work from home intermittent absence from work asso-
short-term childcare (paid leave can be used) (permanent system) ciated with treatment of a disease

- Financial assistance for employees transferred | (Target persons: Employees who - Extension of a period of application of
alone (without their family) who are not the handle work that can be done from childcare support measures, etc.
head of their household hotme and wlho can work - Revision of the salary increase rule for

- A system to allow employees to take leave autonomousty) - . those who have taken childcare leave
when accompanying their spouses during an - A system for taking annual paid leave | or nursing-care leave

overseas assignment

in hourly increments

Total Number of Working Hours (Nippon Paper Industries)

FY2018/3 FY2019/3

FY2020/3 FY2021/3 FY2022/3

Total Number of Working Hours 1,927 hours 1,923 hours 1,894 hours 1,888 hours 1,905 hours

Promoting Diversity

The Company aims for diverse human resources to display
their abilities to the maximum extent. From the standpoint of
women'’s active participation, the Company formulated the
Action Plan for the Advancement of Women in April 2021
and is moving ahead on creating an effective environment to
achieve its goals. The Company recruited very few women in
the past, so improving the ratio of women in management
will take time, but the number of women recruited as

Number of Managerial-Track Employees and
Percentage of Women (Nippon Paper Industries)

FY2021/3 FY2022/3 FY2023/3

Number of managerial-
track employees
(Percentage of women)

48 43 48
(35%) (30%) (40%)

managerial-track employees and the number of workplaces
where women are assigned are both on the increase.

Percentage of Female Managers*!
@ Nippon Paper Industries B C i ies in Japan AC i outside Japan*?

(%) (%)
5 —23, 23.2— 25
2 22 3

20
16.2/
/‘ X 2

0 0

2017/3 2018/3 2019/3 2020/3 2021/3 2022/3 (FY)

*1 Percentage of only full-time employees which excludes associate directors, employees commissioned for specific
purposes, on temporary assi from other ies, and other full-time personnel

*2 Managerial personnel at the level of section manager or positions higher

Enhancing Employee Job Satisfaction

The Company conducted a trial of internal side occupations as
a measure to enhance employee job satisfaction at the head
office from September 2021 until March 2022, and officially
introduced the system from FY2023/3. The Company will
accelerate the transformation of the business structure through

the effects of enhancing motivation by enabling employees to
get involved in operations in which they have an interest but
are different from their normal work, fostering a corporate
culture where employees aim for autonomous growth and
strengthening organizational capabilities.
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Eleven-Year Financial and Non-Financial Summary

Nippon Paper Industries Co., Ltd. and Consolidated Subsidiaries*'

Fiscal Years Ended March 31

(Millions of yen)

FY2012/3 FY2013/3 FY2014/3 FY2015/3 FY2016/3 FY2017/3 FY2018/3 FY2019/3 FY2020/3 FY2021/3

Profit / Loss (Fiscal Year)
Net sales 1,042,436 1,025,078 1,081,277 1,052,491 1,007,097 992,428 1,046,499 1,068,703 1,043,912 1,007,339 1,045,086
Cost of sales 803,653 796,411 844,603 825,576 800,185 787,464 846,109 871,218 832,151 803,686 872,011
Operating income 36,524 25,145 28,536 23,656 22,623 23,764 17,613 19,615 35,048 19,233 12,090
Ordinary income 6,057 23,081 28,188 23,204 17,123 26,994 18,649 23,901 30,524 12,276 14,490
Profit (loss) attributable to owners of parent (41,675) 10,652 22,770 23,183 2,424 8,399 7,847 (35,220) 14,212 3,196 1,990
Cash flows from operating activities 60,114 65,978 75,763 81,846 52,419 87,087 44,944 59,760 67,036 84,197 72,378
Cash flows from investing activities (46,626) (61,766) (24,861) (42,483) 16,270 (65,278) (62,731) (47,461) (70,113) (182,945) (61,247)
Free cash flow 13,488 4,212 50,902 39,363 68,689 21,809 (17,787) 12,299 8,077) (98,748) 11,131
Financial Position (End of Fiscal Year)
Total assets 1,527,635 1,497,729 1,480,894 1,495,622 1,390,918 1,388,885 1,429,892 1,390,814 1,363,469 1,547,326 1,639,286
Total current assets 546,344 507,335 505,417 484,498 502,912 486,205 490,479 515,407 496,871 533,764 617,934
Total property, plant and equipment 752,501 747,423 729,179 715,406 669,298 686,813 717,927 677,613 680,524 782,012 774,989
Other non-current assets 228,789 242,970 246,297 295,716 218,707 215,867 221,484 197,792 186,074 231,549 246,363
Total liabilities 1,160,983 1,101,269 1,054,309 1,005,881 966,233 953,974 986,493 995,470 976,892 1,122,605 1,200,682
Total net assets 366,652 396,460 426,584 489,740 424,685 434,911 443,398 395,343 386,577 424,721 438,604
Interest-bearing debt 838,285 830,220 775,597 731,834 703,831 678,504 693,562 688,703 689,937 828,870 898,125
Other
Capital investment 57,172 53,323 47,162 48,518 46,899 51,289 72,765 60,338 70,636 57,929 58,107
Depreciation 74,352 64,903 63,181 61,374 57,672 55,083 57,892 60,422 58,705 63,357 66,549
Research and development expenses 6,484 6,348 5,690 5,431 5,555 5,622 6,013 6,694 6,051 6,217 5,672
Per Share Data (Yen)
Profit (loss) attributable to owners of parent (859.90) 92.00 196.67 200.27 20.95 72.57 67.80 (304.34) 122.89 27.67 17.23
Cash dividends 30.00 40.00 40.00 50.00 60.00 60.00 60.00 30.00 40.00 40.00 40.00
Financial Indicators
Operating income margin 3.5% 2.5% 2.6% 2.2% 2.2% 2.4% 1.7% 1.8% 3.4% 1.9% 1.2%
EBITDA (Millions of yen) 114,754 93,752 96,333 89,467 85,145 83,571 80,137 84,583 97,779 86,940 81,546
Return (loss) on equity (ROE) (10.9%) 2.8% 5.6% 5.1% 0.5% 2.0% 1.8% (8.6%) 3.7% 0.8% 0.5%
Return on assets (ROA) 1.2% 2.3% 2.7% 2.2% 2.0% 2.6% 1.9% 2.2% 2.7% 1.3% 1.3%
Return on invested capital (ROIC) 1.5% 2.9% 3.3% 2.8% 2.4% 3.2% 2.3% 2.9% 3.5% 1.6% 1.7%
Adjusted net debt/equity ratio (times) 1.94 1.89 1.70 1.55 1.47 1.49 1.61 1.76 1.75 1.86 1.89
Overseas sales ratio 10.1% 9.7% 12.0% 13.3% 13.8% 14.3% 17.0% 17.5% 16.2% 20.5% 27.0%
ESG Indicators*
Percentage of outside directors 0% 0% 11.1% 11.1% 12.5% 22.2% 22.2% 22.2% 33.3% 33.3% 33.3%
Forest certification acquisition rate 100% 100% 100% 100% 100% 100% 100% 100% 100% 100% 100%
GHG emissions*® (Million tonnes-COx) - - 8.5 - - - 8.1 7.9 7.4 6.9 6.8
Waste recycling rate™ 96.7% 95.8% 95.9% 98.2% 97.6% 98.4% 98.6% 98.3% 97.3% 97.6% 97.9%
Percentage of female managers* - 1.49% 1.48% 1.57% 1.60% 1.86% 2.47% 2.29% 2.43% 2.65% 2.711%
Lost-time injury frequency rate (LTIFR)*® 0.37 0.58 0.53 0.62 0.44 0.40 0.64 0.77 0.79 0.79 0.55
Number of employees on a consolidated basis

(end of fiscal year) 13,407 13,052 13,107 12,771 11,741 13,057 12,881 12,943 12,592 16,156 16,129

*1 Nippon Paper Industries Co., Ltd. merged with and absorbed its parent company Nippon Paper Group, Inc. and was publicly listed on April 1, 2013.
For this reason, figures for FY2013/3 and prior fiscal years represent the financial results of Nippon Paper Group, Inc.

*2 Data available on a continuing yearly basis have been provided for comparison purposes, considering changes in the scope of aggregation and similar factors.

*3 Scope: Consolidated and non-consolidated subsidiaries
*4 Scope: Consolidated subsidiaries in Japan
*5 Scope: Nippon Paper Industries

*6 Scope: Manufacturing offices belonging to Nippon Paper Industries, Nippon Paper Papylia, Nippon Paper Crecia, and Nippon Paper Liquid Package Product

(including affiliated companies)
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- Free cash flow = Cash flows from operating activities + Cash flows from investing activities
- Interest-bearing debt = Short-term borrowings + Long-term debt

- EBITDA = Operating income + Depreciation + Dividend income + Interest income + Amortization of goodwill

- Return (loss) on equity (ROE) = Profit (loss) attributable to owners of parent / [Average of balances at the beginning and end of fiscal year (Shareholders’ equity + Accumulated other
comprehensive income)] x 100

- Return on assets (ROA) = (Ordinary income + interest expense) / Total assets at end of fiscal year x 100

- Return on invested capital (ROIC) = (Ordinary income + Interest expense) / (Year-end shareholders’ equity + Year-end accumulated other comprehensive income + Year-end balance of

interest-bearing debt) x 100
- Adjusted net debt/equity ratio = (Net interest-bearing debt — Equity-type debt) / (Shareholders’ equity + Equity-type debt)
- Equity-type debt: The amount of debt financed by hybrid loans that has been recognized as equity credit by ratings agencies (50% of the financed amount)
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Company Profile / Investor Information (as of March 31, 2022)

Company Name Nippon Paper Industries Co., Ltd.
Head Office 4-6 Kanda-Surugadai, Chiyoda-ku, Tokyo 101-0062, Japan

Establishment August 1, 1949

The Nippon Paper Group has issued the ESG Databook 2022 on its website at the same time as this report.
In the ESG Databook 2022, the Group discloses information on activities related to ESG (Environmental,
Social, and Governance) to all stakeholders. The ESG Databook 2022 was prepared in accordance with the

Core option of the Global Reporting Initiative (GRI) Sustainability Reporting Standards.
Number of Employees 5,237 non-consolidated

16,129 consolidated
Capital ¥104,873 million

https://www.nipponpapergroup.com/english/csr/npg_esgdb2022_e_ALL.pdf

Shares Number of shares authorized to be issued 300,000,000 shares
Number of shares issued 116,254,892 shares (including 361,839 shares of treasury stock)

Number of Shareholders 167,005

IR Library:
https://www.nipponpapergroup.com/english/ir/library/

Sustainability Website:
https://www.nipponpapergroup.com/english/csr/

Name Shares Held Shareholding Ratio (%)

The Master Trust Bank of Japan, Ltd. (Trust Account) 17,355,700 14.98

Custody Bank of Japan, Ltd. (Trust Account) 8,946,200 7.72
IchlgoTrustPteLtd4590800 """""""""" 3 96 """"" Securities Report (Japanese only): E E Corporate Governance Report:
I Tl AR et https://disclosure.edinet-fsa.go.jp/ H = https://www.nipponpapergroup.com/english/
 Nippon Paper Industries Co., Ltd. Employee Share Ownership Association 3174729 2r4 (EDINET code: E11873) F it/2022070460g.pdf

Nippon Life Insurance Company 2,473,165 2.13 E'

Nippon Paper Industries Co., Ltd. Business Partners Share Ownership Association 2,276,500 1.96

TAIJU LIFE INSURANCE COMPANY LIMITED 2,258,900 1.95

Mizuho Bank, Ltd. 2,000,000 1.78

The Norinchukin Bank 1,700,065 1.47

State Street Bank West Client - Treaty 505234 1,148,100 0.99

* The shareholding ratio was calculated after deducting 361,839 shares of treasury stock.
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https://www.nipponpapergroup.com/english/csr/npg_esgdb2022_e_ALL.pdf
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