Event Summary

[Company Name]

[Company ID]

[Event Language]

[Event Type]

[Event Name]

[Fiscal Period]

[Date]

[Time]

[Venue]

[Speakers]

Nippon Paper Industries Co., Ltd.

3863-QCODE

JPN

Earnings Announcement

Q3 Financial Results Briefing for the Fiscal Year Ending March 2024

FY2023 Q3

February 9, 2024

17:04 - 17:50

(Total: 46 minutes, Presentation: 15 minutes, Q&A: 31 minutes)

Dial-in

Tomoyasu ltakura

Akira Sebe

Hiromichi Matoba

Takanori Sano

Director, Executive Officer, General
Manager, Financial Division

Executive Officer, General Manager,
Corporate Planning Division

General Manager, Accounting & Budgeting
Department

General Manager, Corporate Planning
Department



3rd Quarter FY2024/3 Financial Results

Consolidated Statement

Net sales
Operating income
Ordinary income

Net income *

Total Q1-Q3 Total Q1-Q3
FY2023/3 FY2024/3
Results Results
8494 874.5
-22.8 9.3
=19.5 7.6
-25.7 -8.3

(¥billion)
Y on Y changes
Amount %
25.1 3.0%
32.1 -
27.1 o=
17.4 -

* Profit attributable to owners of parent

m Net sales increased year-on-year due to price revisions and other factors.

m Operating income returned to profitability due to cost reductions and product price revisions.

m Extraordinary gains were recorded due to the gain on sales of investment securities i.e.,, the sale of cross-
shareholdings and others. Extraordinary losses were recorded due to the loss on withdrawal from graphic paper

business of Opal.
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Itakura: | am Itakura from the Financial Division. Thank you for your time today.

I would like to explain an overview of the financial results for Q3 of FY2023.

Net sales increased 3% YoY to JPY874.5 billion, mainly due to the effect of various price revisions. Profits
increased by JPY32.1 billion YoY due to the effects of cost reductions and price revisions, resulting in an
operating income of JPY9.3 billion.

As for non-operating income or loss, equity in earnings of affiliates decreased YoY. As for extraordinary income
or loss, a JPY4.5 billion gain on sales of investment securities was recorded as extraordinary income, while a
JPY9.6 billion loss on withdrawal from graphic paper business of Opal, was recorded as an extraordinary loss.

Consequently, ordinary income was JPY7.6 billion and net income was a loss of JPY8.3 billion.
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3rd Quarter FY2024/3 Financial Results -4

Results by Segment (¥billion)
Net sales Operating income
Total Q1-Q3 | Total Q1-Q3 Total Q1-Q3 | Total Q1-Q3
FY2023/3 | FY2024/3 I onY  kv2023/3 | Fy2024/3 ; g
Results Results sHanges Results Results chianges
Paper and
Paperboard 416.2 430.6 14.4 -22.0 8.1 30.1
Daily-Life Products 328.5 328.5 0.0 -6.6 -6.0 0.6
Energy 32.2 39.2 7.0 -2.2 -0.3 1.9
Wood Products and
Congtiction Relatad 50.8 53.8 3.0 6.3 6.7 04
Others 21.7 22.4 0.7 1.7 0.8 -0.9
Total 8494 874.5 251 -22.8 9.3 32.1
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Net sales and operating income by segment are shown in the table here.
Net sales increased in all segments, amounting to JPY874.5 billion.

Operating income also increased, excluding the other businesses. Details will be explained later in the section
of each business result.
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3rd Quarter FY2024/3 Financial Results

Factors for Changes (¥billion)
Paper and Paperboard Business Daily-Life Products Business
Volume,
. 61.2| 484 12.8
Sales Price
R il and Wood chips -5.9, Wastepaper 0.8 Pulp -0.3, Pulp -1.9, Wood chips
fua(;/;/;r:iaczna an -17.3| -12.0 | Oil -0.7, Coal 1.5, LNG 1.2, Chemicals, etc. -8.6 -5.3 | -0.6, Chemicals, etc.
(Price -2.9, FOREX -9.1) -2.8
Cost reductions 2.1, Permanent machine shutdown at the
Cost reductions,etc. 6.7 6.1 | Akita Mill and the Ishinomaki Mill 1.0, Labor costs 2.1, 0.6
Others 0.9
Overseas business -2.4, Depreciation 2.3, Retirement benefit Overseas business -5.5,
Others -19.9| -124 - : - -7.5 | Inventory value
expenses 1.1, Inventory value adjustment, etc. -13.4 .
adjustment, etc. -2.0
: Domestic 6.1,
Total 30.7| 30.1 | Domestic 32.5, Overseas -2.4 0.6
Overseas -5.5
Other businesses 1.4 | Energy 1.9, Wood Products and Construction Related 0.4, Others -0.9
Operating income 32.1

Non-operating income -5.0 | Net financial cost -1.7, Equity in earnings of affiliates -2.1, FOREX -0.1, Others -1.1

Ordinary income 271

The breakdown of the factors for changes is as shown here.

Although overall trends in raw material and fuel prices have calmed down, the total cost increase in the paper
and paperboard business and daily-life products business was still approximately JPY17 billion in the first nine
months of FY2023, due to the price difference in raw materials and fuels, as well as due to the impact of year-
end inventories.

The paper and paperboard business recorded an increase of JPY30.1 billion in income YoY. Volume, sales price
was an increase of JPY48.4 billion. Although volume decreased, price revisions for newsprint, printing and
business communication paper, and containerboard contributed to the increase. Raw material and fuel prices
recorded a minus JPY12 billion, mainly for wood chips, chemicals, and fillers.

On the other hand, cost reductions, etc. had a positive effect of JPY6.1 billion. This includes cost reductions
through operational innovations, cost improvements such as energy conservation and fuel conversion, and
the effects of fixed cost reductions due to the permanent machine shutdown at the Akita Mill and the
Ishinomaki Mill.

The daily-life products business posted an increase of JPY0.6 billion YoY. In the domestic operation, the
package, household paper and healthcare, and chemical segments all reported higher earnings, despite the
impact of higher raw material and fuel prices, thanks to cost reductions and price revisions.

In the overseas operation, profits decreased due to the significant impact of the decrease in sales volume
resulting from Opal's withdrawal from the graphic paper business.

As for the other businesses, profits increased in the energy business, and wood products and construction
related business.
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3rd Quarter FY2024/3 Financial Results

Paper and Paperboard Business

(¥billion)
Net sales Operating income

Total Q1-Q3 | Total Q1-Q3 VonV Total Q1-Q3 | Total Q1-Q3 YonY
FY2023/3 FY2024/3 FY2023/3 FY2024/3

Results Results Shandes Results Results changes
416.2| 430.6 144 220 8.1 30.1
e Domestic  * Domestic sales volume of paper and paperboard products decreased year-on-year due to sluggish
demand.

- Despite the impact of higher prices for raw materials and fuels such as wood chips and chemicals,
operating income returned to profitability due to cost reductions and product price revisions.

e Overseas - Operating loss was recorded at Jujo Thermal (JTOy) due to sluggish demand for thermal paper in
Europe and higher prices for raw materials and fuels.
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| will now explain our results by business.

First, let me discuss the paper and paperboard business. As for the domestic operation, domestic sales volume
was lower YoY due to sluggish demand for paper and paperboard products. Despite the impact of higher prices
for raw materials and fuels such as wood chips, chemicals, and fillers, operating income returned to the black,
thanks to the effects of cost reductions including cost improvement and fixed cost reductions, as well as

product price revisions.

Meanwhile, in the overseas operation, operating loss was recorded at Jujo Thermal Ltd. due to sluggish
demand for thermal paper in Europe and higher prices for raw materials and fuels.

Overall, the paper and paperboard business posted higher sales and profits YoY.
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3rd Quarter FY2024/3 Financial Results

Daily-Life Products Business billich)
Net sales Operating income
Total Q1-Q3 | Total Q1-Q3 YonY Total Q1-Q3 | Total Q1-Q3 YonY
FY2023/3 FY2024/3 changes FY2023/3 FY2024/3 changes
Results Results Results Results

Package 3.4, Chemical -0.9,

Domestic 145.2 160.3 15.1 -0.7 54 6.1 Household paper and

Healthcare 3.6

Overseas 183.3 168.2| -15.1 -59 -114 -5.5 oOpal -5.5, NDP -0.1, TSP 0.1
Total 328.5 328.5 0.0 -6.6 -6.0 0.6
e Domestic - Sales volumes of healthcare products increased.

- Sales volumes of functional films, facial tissues, and liquid-packaging cartons decreased.
- Despite the impact of soaring raw materials and fuels prices, net sales and operating income increased
due to product price revisions.

e Overseas - Opal recorded lower sales and earnings year-on-year, mainly due to lower sales volume following
the withdrawal from graphic paper business.
- Nippon Dynawave Packaging (NDP) recorded lower sales and earnings due to decrease in sales
volume, despite product price revisions.
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Next, | will explain the results of the daily-life products business.

In the domestic operation, sales volumes of healthcare products increased, but sales volumes of functional
films, facial tissues, and liquid-packaging cartons decreased. As socioeconomic activities are normalizing,
differences in demand trends are being observed due to the impact of high prices and other factors.

Overall, despite the impact of surging raw material and fuel prices, cost reductions and product price revisions
contributed to higher sales and earnings.

In the overseas operation, Opal's sales and profits declined YoY, mainly due to a decrease in sales volume
following its withdrawal from the graphic paper business, which resulted in a larger deficit in operating income.

Nippon Dynawave Packaging Company, LLC, or NDP, in North America posted lower sales and earnings mainly
due to lower sales volume, despite the contribution of product price revisions.
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3rd Quarter FY2024/3 Financial Results

Energy business

(¥billion)
Net sales Operating income + Both net sales and operating income
Total Q1-Q3 [ Total Q1-Q3 | , -\, Total Q1-Q3 | Total Q1-Q3 | , increased mainly due to the
FY2023/3 FY2024/3 : FY2023/3 FY2024/3 | o COmm‘?“ce”f“e”} of commercial
Rasults Rasults changes Results Results changes operation of Yufutsu Energy Center.
32.2 39.2 7.0 -2.2 -0.3 1.9

Wood Products and Construction Related Business

(¥billion)
Net sales Operating income 'bThIZ‘Sales VO'UAmle gf |?95 ;nd
uilding materials declined year-on-
Total Q1-Q3 | Total Q1-Q3 YonY Total Q1-Q3 | Total Q1-Q3 YonY Year due to decrease in the number of

FY2023/3 FY2024/3 FY2023/3 FY2024/3 new housing starts. On the other

changes changes 9 ,
Results Results Results Results hand, the volume of fuel wood chips
increased. As a result, net sales and

50.8 53.8 3.0 6.3 6.7 0.4 operating income increased.
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The energy business reported higher revenues and profits, mainly due to the Yufutsu Energy Center
commencing commercial operations in February 2023. For the three quarters total, there were major
maintenance outages at the Kushiro Mill, Nippon Paper Ishinomaki Energy Center, and Yufutsu Energy Center,
resulting in a loss for the business as a whole.

In the wood products and construction related business, both net sales and operating income increased due
to an increase in the volume of fuel wood chips handled, although the number of new housing starts declined
and the sales volume of logs and building materials decreased YoY.
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FY2024/3 Forecast

Consolidated Statement

(¥billion)
s | TR | T e
Results Forecast(A) Forecast(B) (A)-(8)

Net sales 1,152.6 1,170.0 1,230.0 -60.0
Operating
o sl -26.9 19.0 24.0 -5.0
Ordinary
b -24.5 15.0 18.0 -3.0
Net income * -504 15.0 15.0 0.0

* Profit attributable to owners of parent

m The forecast for FY2024/3 has been revised based on the financial results of the nine months
ended December 2023 and recent business situations.
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This is our forecast, and we have revised our forecast for the full year of FY2023 as you can see, based on our
results up to Q3 and the recent situation. Although the effects of the price revisions are being materialized as
planned, we have revised our sales forecast downward in light of the recent sales situation. Operating income
and ordinary income have also been revised downward.

In Q3, operating income was lower than planned due to higher costs resulting from operational irregularities
and sluggish sales volume growth. We have also considered the earnings situation of overseas operation such
as Opal and NDP, and as a result, we have revised our forecast.

Netincome is set at JPY15 billion as before. The dividend remains undecided. We would like to make a decision
on the trend of our business performance, including the next fiscal year and beyond, and would like to
promptly announce the dividend forecast as soon as it becomes possible to do so. We appreciate your
understanding.
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FY2024/3 Forecast

Results and Forecasts by Business Segment

u“‘lﬁ

(¥billion)
Net sales Operating income
Fr2023/3 | Y2243 1 yony  pvao33 | FY2O243 | yony
Results F Changes Results Changes

orecast Forecast

Eapera”d 563.2| 570.0 6.8 -29.2 14.5 437
aperboard

Daily-Life Products 440.1 442.0 1.9 =7.8 -8.5 0.7
Energy 499 54.0 4.1 -1.7 1.5 3.2
Wood Products and
WoodProductsand — gg 9| 730 4.1 8.9 95| 06
Others 30.5 31.0 0.5 29 2.0 -0.9
Total 1,152.6| 1,170.0 174 -26.9 19.0 459

0., LTD. All rights reserved 9

Forecast for net sales and operating income by business segment are as shown here.

Net sales are expected to be lower than the previous forecast by JPY36 billion in the paper and paperboard
business, JPY8 billion in the daily-life products business, JPY14 billion in the energy business, and JPY2 billion
in the wood products and construction related business, respectively, in light of the results through Q3.

Operating income is expected to exceed the previous forecast in the wood products and construction related
businesses, but is expected to fall short of the previous forecast in the paper and paperboard, and daily-life
products businesses.
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FY2024/3 Forecast

Major Assumptions
m Annual decline in domestic sales volume (YoY)

=~

(Previous Forecast)

2nd Half Full year ond Half Sl
Newsprint -12% -11% -13% -11%
Printing -19% -16% -12% -12%
Business communication -6% -7% -4% -5%
Containerboard -3% -4% -2% -4%

m Major raw material prices and FOREX

4th quarter
FOREX (USD) JPY 145/USD
FOREX sensitivity No change from previous forecast
Coal No change from previous forecast
Crude oil No change from previous forecast
Wastepaper No change from previous forecast

Previous forecast (2nd Half )
JPY 150/USD

+0.9 billion yen/year due to 1 yen appreciation
against USD

Considering current procurement plan
(Australian coal benchmark price : USD 200/t)

USD 85/BL (Dubai)
Considering current price trends
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The major assumptions used in the forecast are as shown here.

We have revised our domestic sales volume forecast for the paper and paperboard business to be lower than
our previous assumption, taking into account the trends in Q3 and the current situation.

The assumptions for prices of major raw materials and fuels remain unchanged from the previous forecast.
Regarding the exchange rate, the assumption for Q4 has been changed from JPY150 to JPY145.
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FY2024/3 Forecast -4

FY2024/3 Revised Forecast vs. FY2023/3 Factors for Changes (¥billion)
Paper and Paperboard Business Daily-Life Products Business
Volume,
: 70.2| 542|- 16.0| -
Sales Price
Raw material and Wood chips -5.7, Wastepaper 2.1, Pulp -0.4, Wl ditss 08 Rl i@
aw materia -8.1| -1.9]0il-08, Coal 96, LNG 2.1, Chemicals, etc. -8.8 -6.2 | Wood chips -0.6, Pulp -1.9,
fuel prices . Chemicals, etc. -3.7
(Price 10.9, FOREX -12.8)
Cost reductions 3.8, Permanent machine shutdown at
Cost reductions,etc. 7.7 7.1 | the Akita Mill and the Ishinomaki Mill 1.0, 0.6
Labor costs 1.6, Others 0.7
Overseas business -1.9, Depreciation 2.9, Retirement Overseas business -8.7,
Others -26.8| -15.7 | benefit expenses 1.5, -11.1 | Inventory value adjustment,
Inventory value adjustment, etc. -18.2 etc. -2.4
Total 43.0 43.7 | Domestic 45.6, Overseas -1.9 -0.7 | Domestic 8.0, Overseas -8.7
Ghier businessss 2.9 Energy 3.2, Wood products and construction related 0.6,
Others -0.9
Operating income 45.9 Domestic: Package 2.9, Chemical -0.2,
Household paper and Healthcare 5.3

Overseas: Opal -5.7, NDP -3.1, TSP 0.1

Factors for changes for the full year are as shown here.

First, let me discuss the factors affecting the paper and paperboard business. In terms of volume, sales price,
we have factored in a review of sales volume and a slow recovery in export market conditions, but this is being
compensated for by raw materials and fuel prices.

As for cost reductions, etc., the effects of cost improvements through operational innovations, energy saving,
and fuel conversion, which we have been working on since the beginning of the fiscal year, and fixed cost
reductions through the permanent machine shutdown at the Akita Mill and Ishinomaki Mill, have been
realized as planned. However, we have revised our forecast to JPY7.1 billion, taking into account the one-time
cost increase in Q3 due to operational irregularities and efficiency deterioration. Currently, operations have
returned to normal, and we expect to see stable cost reductions and other benefits in the future.

In the daily-life products business, we have factored in the sluggish recovery of domestic sales volume of
certain products in the chemical segment, among other factors. As for overseas business, we are looking at
the current situation of Opal and NDP while we have already factored in the results for 2023 at these
companies. Opal has been affected by a slow recovery in export market conditions, while NDP has been
affected by a decline in sales volume.

Looking ahead to the next fiscal year, we will continue to promote cost reductions and maintain and review
product prices, in addition to the Opal's reconstruction and the expected benefits from the investment in
household paper.

This concludes my explanation of the overview of the Q3 financial results.

Thank you very much.
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Disclaimer

SCRIPTS Asia reserves the right to edit or modify, at its sole discretion and at any time, the contents of this
document and any related materials, and in such case SCRIPTS Asia shall have no obligation to provide
notification of such edits or modifications to any party. This event transcript is based on sources SCRIPTS Asia
believes to be reliable, but the accuracy of this transcript is not guaranteed by us and this transcript does not
purport to be a complete or error-free statement or summary of the available data. Accordingly, SCRIPTS Asia
does not warrant, endorse or guarantee the completeness, accuracy, integrity, or timeliness of the
information contained in this event transcript. This event transcript is published solely for information
purposes, and is not to be construed as financial or other advice or as an offer to sell or the solicitation of an
offer to buy any security in any jurisdiction where such an offer or solicitation would be illegal.

In the public meetings and conference calls upon which SCRIPTS Asia’s event transcripts are based, companies
may make projections or other forward-looking statements regarding a variety of matters. Such forward-
looking statements are based upon current expectations and involve risks and uncertainties. Actual results
may differ materially from those stated in any forward-looking statement based on a number of important
factors and risks, which are more specifically identified in the applicable company’s most recent public
securities filings. Although the companies may indicate and believe that the assumptions underlying the
forward-looking statements are accurate and reasonable, any of the assumptions could prove inaccurate or
incorrect and, therefore, there can be no assurance that the anticipated outcome described in any forward-
looking statements will be realized.

THE INFORMATION CONTAINED IN EVENT TRANSCRIPTS IS A TEXTUAL REPRESENTATION OF THE APPLICABLE
PUBLIC MEETING OR CONFERENCE CALL. ALTHOUGH SCRIPTS ASIA ENDEAVORS TO PROVIDE ACCURATE
TRANSCRIPTIONS, THERE MAY BE MATERIAL ERRORS, OMISSIONS, OR INACCURACIES IN THE
TRANSCRIPTIONS. IN NO WAY DOES SCRIPTS ASIA OR THE APPLICABLE COMPANY ASSUME ANY
RESPONSIBILITY FOR ANY INVESTMENT OR OTHER DECISIONS MADE BY ANY PARTY BASED UPON ANY EVENT
TRANSCRIPT OR OTHER CONTENT PROVIDED BY SCRIPTS ASIA. USERS ARE ADVISED TO REVIEW THE
APPLICABLE COMPANY'S PUBLIC SECURITIES FILINGS BEFORE MAKING ANY INVESTMENT OR OTHER
DECISIONS. THIS EVENT TRANSCRIPT IS PROVIDED ON AN "AS IS" BASIS. SCRIPTS ASIA DISCLAIMS ANY AND
ALL EXPRESS OR IMPLIED WARRANTIES, INCLUDING, BUT NOT LIMITED TO, ANY WARRANTIES OF
MERCHANTABILITY OR FITNESS FOR A PARTICULAR PURPOSE OR USE, FREEDOM FROM BUGS, SOFTWARE
ERRORS OR DEFECTS, AND ACCURACY, COMPLETENESS, AND NON-INFRINGEMENT.

None of SCRIPTS Asia’s content (including event transcript content) or any part thereof may be modified,
reproduced or distributed in any form by any means, or stored in a database or retrieval system, without the
prior written permission of SCRIPTS Asia. SCRIPTS Asia’s content may not be used for any unlawful or
unauthorized purposes.

The content of this document may be edited or revised by SCRIPTS Asia at any time without notice.

Copyright © 2024 SCRIPTS Asia K.K. (“SCRIPTS Asia”), except where explicitly indicated otherwise. All rights
reserved.
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