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Corporate Message

A Paper Tralil
for Creating Future

The origins of writing can be traced back to as early as 4,000 BC.

With writing being added to verbal communication, paper was invented, and printing technology also evolved.

In particular, the printing press greatly contributed to the Renaissance, the Reformation, and the Scientific Revolution, which began in Europe.

Alongside writing and print, paper could be considered to be a great innovator that has supported the advancement of humankind.

e to protect our rich natural environment.

e creation of a better future.
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KPP GROUP WAY

The meaning of our existence/our mission

@ Targeting the enhancement of global management and achieving sustainable growth

® Pursuing the happiness of employees and their families and aiming to become a
company that is trusted by shareholders, customers, suppliers, and communities

@ Realizing a recycling-oriented society and widely contributing to
the promotion of education, culture, and industry

Management
Philosophy

Guidelines for Corporate
Conduct

Management Vision

GIFT+1

Guidelines for corporate
conduct to fulfill our CSR

Our management vision
GIFT+1

Globalization

Expanding our business on a global scale
Innovation

Pioneering the new future of paper with imagination

e Compliance with Laws and Regulations
o Fair, Free, and Transparent Business Activities
e Winning Confidence of Society, Suppliers, and

Customers and creativity
e Promoting Social Contribution Activities Function
e Active Disclosure of Company Information g;%agggpggged value by utilizing our abilities to plan
e Coexistence with International Society Trust

Responding to the trust our stakeholders place in us

+1 (Plus One) By adding +1 in the form of initiatives to
address the environment, society, governance and other
areas to each element of this management vision.

e Enhancement of Workplace Environment
e Harmony with Natural Environment
@ Severing Relations with Antisocial Forces

What Is KPP Group Way?

KPP Group Way is a basic concept that is shared by all employees of the KPP Group and underlies all our activities as
shared values. It consists of three layers comprising the Management Philosophy, the Guidelines for Corporate Conduct,
and the Management Vision.

Of these three components, the Management Philosophy represents the meaning of our existence as a company and
our mission, while the Guidelines for Corporate Conduct set out the guidelines for the actions that should be taken by
the Company and its employees. Our Management Vision is summarized as GIFT+1. “GIFT” is an acronym for Globaliza-
tion, Innovation, Function, and Trust, and our Group will contribute to the realization of a sustainable society by adding
environmental, social and governance initiatives as “+1” to each element of the management vision. Based on GIFT+1,
we have established GIFT+1 2024 as a Long-term Management Vision towards our 100th anniversary.

KOKUSAI PULP&PAPER CO.,LTD.

| Value Creation Approach

Establish a totally recycling-oriented enterprise

Business
Strategy

Rl > Page 20-29

Long-term
Management

GIFT+1
2024

Financial
Strategy

A > Page 48-49

Communication Tool Chart

Non-financial information
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Securities report

Convocation notice

Corporate brochure

Internet

Social Media

Corporate website

Sustainability
Strategy

RA > Page 30-47

Editorial Policy
The KPP Group publishes the Integrated Report to help stakeholders in and outside of
Japan to understand its business model and initiatives to achieve sustainable society.
This Integrated Report is also posted on our website.

As in past Reports, the 2021 Report incorporates current trends, with a focus on
“Guidance for Collaborative Value Creation.” In order to build good relationships with
all stakeholders, we will continue to strive to make our Integrated Report even better.

Scope and Period of Report

The Report mainly describes the conditions of the Group in the fiscal year ended
March 31, 2021 (the period from April 1, 2020 to March 31, 2021) with some state-
ments on the Group's conditions in the period starting from April 2021.

Date of Issue
This issue: October 2021
Next scheduled issue: October 2022
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History of the Kokusai Pulp & Paper Group

Foundation period (1924-1972)

Daido Yoshiten, the predecessor of

during the rise of modern paper
manufacturing

Daido Yoshiten, the predecessor of Kokusai Pulp
and Paper, was founded in Osaka in 1924, and
opened its first overseas branch in Shanghai in 1925.
Later, it opened representative offices in Singapore in
1956 and Melbourne in 1969, actively expanding
overseas from the early days of the Company. Rapid
growth of the Company driven by the increasing de-
mand for paper during the postwar reconstruction
period and the high economic growth period.

Kokusai Pulp & Paper, was established

Development period (1973-2012)

Expanded business through mergers
and proceeded to operate globally at
the center of industry reorganization

At the time, mergers and integration of manufacturers
and trading companies were being repeated as indus-
try reorganization progressed. The Company also
merged with trading company of pulp Oji Group Trad-
ing in 1973 and was renamed to DaiEi Papers. It later
merged with major paper distributor Nichia in 1999
and was renamed to the current name of Kokusai
Pulp & Paper. The Company also merged with Hattori
Paper & Board in October 2006. It also expanded
overseas into various areas in Asia during this period.

Events in society

O

Bubble economy
Collapse of bubble
VoY

High economic growth

period

History of KPP

e
-
Emerging
countries and
resources boom

N
Stable growth period

Renamed to

Spicers Brothers
founded in 1896

Nichia
founded in 1940

Spicers Limited
in 2015

Sumisho Paper
founded in 1978

o o

Recession |

Second period of expansion 2013-2019)

Proceeded with business structural
reform and expansion of business
domains, evolving into one of the
world’s leading pulp and paper trading
companies

The Company absorbed Sumisho Paper in 2013, and
expanded business portfolio to include raw materials.
It also achieved its longstanding goal of being listed
on the First Section of the Tokyo Stock Exchange in
2018, obtaining social credibility and strengthening its
business foundation. After being listed, the Company
adopted a global inorganic strategy, and acquired
Spicers, a major paper distributor in Australia in 2019.

Evolution into one of the world’s leading
pulp and paper companies (2020-)

Aiming to become the top paper
distributor in the world while looking to
the 100th anniversary in 2024 and beyond

The Company acquired Antalis, the top paper distribu-
tor in Europe, in 2020, resulting in the expansion of the
Group’s network to 133 cities in 45 countries and terri-
tories. It entered a new stage by becoming a global pa-
per distributor with around 50% of sales from overseas
and 5,530 employees on a consolidated basis.

Going forward, we will create synergies through col-
laboration with overseas Group companies and trans-
form our business portfolio. The KPP Group will
continue to evolve as it moves toward its 100th anni-
versary in 2024 and across the century beyond that.

Merged in Merged in Merged in
1999 2013 2019
Daido Yoshiten Renamed to Re_:amed to \1 \ KPP CFroup
< founded in 1924 }( DaliEI1F:)a7%erS KOkUS&liInP1US|;g§ reee ._f. KOku;:;):: P&
//‘ / Merged in

/
/
/
/
/

Merged in
1973

Oji Group Trading
established in 1967

04 KOKUSAI PULP&PAPER CO.LTD.

Keishin Papers
// Trade (Shanghai) 2020
/

Meréed in
2006

/
Hattori Paper & Board
founded in 1659
Antalis
founded in 2000
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Rapid progress in the fourth
industrial revolution
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Consolidated Net Sales

Net sales by segment

= Wholesale pulp and paper, domestic locations
= \Wholesale pulp and paper, overseas locations
= Real estate leasing

387.5 389.6

375.0

366.7

327.5

2013 2014 2015 2016 2017

377.7

(Billion yen)

600

545.0

500

430.4

384.9 381.3 200

300

200

100

2018 2019 2020 2021 2022 2023 2024 0
(Estimate)  (Projection) (Projection)
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Value Creation Model

A Paper Tralil for
Creating the Future

We pursue the goal of achieving a recycling-oriented society as our management philosophy. Our management vision
also adds the ESG management perspective as “+1.” Totally recycling-oriented business model originates from our Forecasts for the

. L . . Lo ear ending March 2022
management philosophy and management vision. We have to cherish, use wisely, and recycle limited resources to real- 4 S

Establish a totally recycling- Net sales
545 . O billion yen

ize a sustainable society. This is the KPP Group’s Value Creation Model.

oriented enterprise

® Material recycling that collects and recycles approx. 60% of the paper we sell into raw
materials

Operating income

5 . 9 billion yen

Capital input
P P ® Thermal recycling that collects wood scraps and unused wood as thermal energy
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® Development and provision of various solutions for the realization of a recycling-oriented

Natural capital
o Forests and other society

Social capital

Human capital

Analysis of external
environment

External environment

o Shift in the centers of
population and economy

e Continuing urbanization

o Technological
advancement

o Depletion of resources

o Declining national
economic status

o Long-term deflation

o Decline of regional
economies

Risks and opportunities

Risks (Negative impact)

e Economic stagnation due
to the spread of COVID-19

o Shrinking domestic market
due to changes in national
demographics (population
decline, declining birthrate
and aging population)

o Growth of paper-free
operations, especially in
offices, due to the progress
of computerization

Opportunities (Positive impact)
o Development of new paper
applications triggered by

environmental issues

o Growing demand for paper
for packaging applications
due to the expansion of the
e-commerce market

e Increase in demand due to
expansion of emerging
markets

06 KOKUSAI PULP&PAPER CO.LTD.

Material issues of

synergies
Internal
communication

Ensuring diversity
Utilization of diverse
personnel

Expansion of
e-commerce
Development of new
systems

Development of
solutions to prevent
global warming
Reduction of CO:
emissions

Compliance
Information security
Risk management

e 8 consolidated subsidiaries © 5,530 employees on a

in Japan, 92 consolidated
subsidiaries overseas

e A global network of approx.
1,200 suppliers and
approx. 2,400 customers

e Sales network capable of
reaching approx. 60
countries around the world

Develop a long-term
vision

consolidated basis sustainable natural
e Specialists in paper and resources
peripheral materials such o Stable climate, biodiversity
as film and sound ecosystem
o Global and diverse
employees capable of
providing wide-ranging

solutions
*As of March 31, 2021

World
e Spread of infectious the KPP Group
diseases
o Intensifying environmental
problems Creation of Group Business

Strategy
[RA > Page 20-29

Value creation
driver

» o

Financial
Strategy

[BA > Page 48-49

Sustainability
Strategy

Second medium-term
management plan
2019-2021

[RA > Page 30-47

Hybrid business

Japan )
o Spread of infectious Resolution of the
diseases marine plastic pollution
o Advent of a super-aging problem m o d el
Bwindling b FEGTEJEe 252 Response to preservation of biodiversity
» Dwindling birthrates and reduction
labor shortages

Totally recycling-
oriented business
model

Al > Page 8-9

Provision of value to society

Creation of a recycling-oriented society

3 o jL Y-
D))o

Response to the marine plastic
pollution problem

12 oo W14
e Pt
.

Response to demand for packaging
and visual communication

e

it

Promotion of paper culture and book culture

Support for the eradication of hunger

2
(4
-w
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Business Models

With the progress of the KPP Group’s inorganic strategy overseas, diversity has been created in its business models in
Japan and overseas. The Group is deploying a hybrid business model to match local markets overseas and a totally re-
cycling-oriented business model for the realization of a recycling-oriented society in line with the management philoso-
phy in Japan.

Global strategy maximizing profitability and efficiency

Hybrid Business Model

The KPP Group is expanding its sales network on five continents and actively capturing the growth of markets worldwide. In
order to operate a global business, it is necessary to create business models according to each region (Japan, China, Europe,
Oceania, Southeast Asia, and India), and appropriately combine them to maximize profitability and efficiency. The hybrid busi-
ness model resolves this issue.

As specific examples of operating business according to the region, we are further promoting businesses that transcend
traditional paper and e-commerce in Oceania and Europe. In Southeast Asia, we will integrate the Asian businesses of KPP
and Antalis to maximize synergies. China is the world’s largest paper and paperboard market in terms of both production and
consumption, and the KPP Group’s China business is steadily expanding after transitioning to a localized paper distribution

Realization of environmentally friendly sustainable growth

Totally Recycling-oriented Business Model

The KPP Group is now building a recycling-oriented business model so that the Group’s business activities themselves are
contributions to the creation of a sustainable society. We are expanding our business through the promotion of two ways of
recycling: material recycling that supplies recycled resources such as recovered paper, and thermal recycling that supplies re-
newable energy mainly through our biomass power plant operation support services.

If we compare the Group’s business model to the flow of blood, the flow of paper manufactured from forest resources to
consumers can be regarded as arteries, and the flow of paper collected after the paper completed its initial role and is deliv-
ered to manufacturers as recovered paper to be used as raw materials as veins. In order to realize a sustainable society, it is
important to circulate the flows of arteries and veins without stagnation. The Group plays the role of the heart that controls the
flow of blood circulating through the arteries and veins.
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business.
Hybrid Business Model

v v v

Paper Trader Paper Distributor Paper Merchant

Material Recycling ‘ ‘ Thermal Recycling

With a global network of approximately 1,200 suppliers and some
2,400 customers, we boast industry-leading paper sales and
collection volume of recovered paper domestically. In the paper sales
business, we leverage the vast knowledge in paper and peripheral
materials that has been cultivated throughout our nearly 100-year
history to propose wide-ranging solutions. We also utilize our
nationwide supply network of recovered paper wholesalers and
paper recovery solutions such as Town ecomo and Office ecomo.

In addition to paper recycling, in 2017, we started thermal recycling
that supplies, collects, and uses thermal energy generated when
wood scraps and unused wood are incinerated. As part of the
thermal recycling business, in October 2019, we started a demo test
of BMecomo, an operation support system utilizing loT technology for
biomass power plants, and plan to commence service in November
2021. We will continue to expand our thermal recycling business in an
effort to promote the utilization of unused resources and the
revitalization of local industries.

Paper trader-oriented business model Paper distributor-oriented business model Paper merchant-oriented business model

Connect net exporter countries and net
importer countries
(expand KPP business model)

Focused on the community-based stock business
(add prominent paper distributors overseas to the
Group through M&A)

Paper distribution structure unique to Japan
(agents + wholesalers)

Global Network

Antalis
c - Antalis SA 100 consolidated companies, Pulp
ompany name: Antalis S.A.S. (Paper raw Procurement by Wood scraps and )
Established: 2000 45 G‘jl”;:)es' 133 cites, material) & manufacturers unused wood
Employees: 4,158 locations
Locations: 72 SR REE Sl 2 T izg ors I Distribution
ufactu
Businesses: Paper and paper-related products,

packaging, and visual communication

L ® (1) Supply of biomass fuels and
(3 : : KPP KPP development of solutions g
;':.' .~ ! Company name: Kokusai Pulp & Paper Co., Ltd. Distribution ElEE ® Development of biomass power A
= \ . . .‘ Esmtztlﬂi;:::: 232(2)4 ® Global network with pulp suppliers plant operation support system %
P Locations: . Consolidated subsidiaries 100" © Network for collecting unused &

wood and thinned wood

Affiliates 8
Businesses: Purchase, sales, import, and export of
paper, paperboard, paper processed 9 o
oods, pulp, recovered paper, chemical )
groductg, p?aper—related %gchinery’ \ @%/% Recovered paper (Paper raw material) KPP \gi,; 2 Energy supply é
packaging materials, and other related ) Paber (Fes/
products; holding and leasing of real - Collection . Power stations
p estate; warehousing . manufacturers Sales _of paper and_perlpheral Households Recovery of Paper for recycling
. *Including overseas subsidiaries of Spicers, Antalis, etc. ° materials such as film as raw materials
R ® Network of approx. 1,200 suppliers ® Proprietary paper recovery
r - and ElRRIr 2,400 cust_omers solution ecomo series
. .° . - o Tradlng company functlons suqh as -® i fd i
Keishin Spicers Spicers 7 information provision and solution DN @ CRRIMISSIE [rlerEr

development recovery network, RISANET

Company name:
KPP ASIA-PACIFIC PTE. LTD.

Established: 2015
Employees: 31*
Locations: 4

Company name:
Keishin Papers Trade
(Shanghai) Co., LTD.
Established: 2010
Employees: 128

Company name:
Spicers Limited
Established: 1896
Employees: 290
Locations: 10

Iri Products ﬁ

9 P d board
KPP aper and paperboar

Businesses: Sgrg?]loggl %agggﬁzzgg Locations: 1 Businesses: Commercial printing, digital media, label pack- . PP””t'ng/
Asiap Y Businesses: Processing aging, industrial packaging, signs and displays, Distribution c{)(r)r?g:flligg Consumers
“Total employees in Group locations and sale of ; consumables and hardware, building and interi-
papers or design
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Messages from the Management

KOKUSAI PULP&PAPER CO.,LTD.

Madoka Tanabe

Director of the Board, Chairman & Chief Executive Officer

The global spread of COVID-19 that has
continued since January last year has had
an impact on the global economy in excess
of that caused by the global financial crisis.
What kind of impact do you think COVID-19
will have on the world in the future?

Humankind has a history of being in an endless battle with
bacteria and viruses. There are no signs of containment of
COVID-19 even after a year and a half since its outbreak
last year, and it has grown to become a global pandemic
with 200 million people infected and over 4 million people
succumbing to the disease. | think the delay in the initial
response may have been caused by complacency due to
SARS and MERS not spreading in Japan. Kokusai Pulp &
Paper Co., Ltd. (KPP) has placed the highest priority on
the safety and peace of mind of employees by launching
an internal response headquarters at the same time the
government declared a state of emergency, implementing
measures to prevent infection such as shifting to working
from home, restrictions on behavior, and securing masks,
sanitizer, and acrylic boards. Furthermore, as the brakes
are being put on paper demand on a global scale, we
have secretly been working on an M&A deal with Antalis,
and struggled with steering management. Measures to
address the pandemic are a new priority issue presenting
an economic crisis that differs from a financial crisis or
large-scale natural disaster, and we need to adopt a sus-
tainable strategy for the Company assuming life with
COVID-19.

What kind of impact does such change in
the external environment have on the pulp
and paper industry?

Computerization of offices and online services will further
progress due to the impact of COVID-19, and a decline in
demand for printing and communication paper is unavoid-
able. Meanwhile, packaging applications have been bol-
stered by the expansion of e-commerce and stay-at-home
demand, in addition to biomass-based paper products,
resulting in solid performance. Demand for sanitary paper
has also been boosted by products such as paper towels
due to heightened awareness of measures to combat viral
infections. In order to respond to such changes in the
structure of demand, the world’s papermaking companies
are changing the products produced by paper machines
or suspending operation of the machines, while also en-
gaging in the development of new products utilizing bio-
mass resources.

Although hidden in the shadow of news
coverage of the recent pandemic, the global
structure is about to change significantly
along the lines of conflict between the
United States and China. What is your
outlook for future global trends?

During the postwar period, the United States has been a
global leader in the expansion of liberalism and capitalism,
but the world is becoming polarized with the institution of
China’s Belt and Road Initiative, and supply chain interrup-
tions have been seen due to the battle for hegemony be-
tween the United States and China. In that respect,
political and economic globalization may be coming to an
end. Furthermore, the United States expected China to
operate under the framework of liberalism such as democ-
ratization and human rights issues upon entry into the
World Trade Organization (WTO), but this has not eventu-
ated and the battle for hegemony between the United
States and China is likely to continue for some time. As
can be seen from the above perspective, determining
“globalization that has come to an end” and “globalization
that is beginning anew” will be an important key.

The external environment is undergoing rapid
change, but the form of the KPP Group has
also changed significantly. Going forward,
what changes will be made to the KPP Group
Way providing a guide for the Group as a
whole? Also, what kind of values would you
like all employees of the Group to embrace?

The KPP Group Way is structured in three layers: the Man-
agement Philosophy, the Guidelines for Corporate Con-
duct, and the “GIFT+1” Long-term Management Vision.
However, | think the main point for implementing the KPP

KPP Group Way

Management
Philosophy

Guidelines for Corporate
Conduct-KPP Group

Management Vision

GIFT+1

Integrated Report 2021
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Messages from the Management

Group Way in the future will be sustainability. Specifically, it
is vital how ESG elements are applied to management. In
addition, rather than thinking of financial information and
non-financial information separately, it is necessary to clar-
ify how non-financial information affects financial informa-
tion. Through the mission, vision, and values indicated in
the KPP Group Way, we will incorporate a sustainability
strategy taking these into account into the third medi-
um-term management plan starting next fiscal year.
Telework and remote working have become normalized
for the avoidance of risk of becoming infected with
COVID-19. We have also introduced a remote work sys-
tem, expanding options for work locations. The hiring for-
mat is also being switched to a combination of periodically
hiring new graduates at once (membership-based hiring)
and hiring emphasizing skills according to the content of
the job (job-based hiring), and the percentage of job-
based hiring is around 40%. It is also necessary to review
business processes in order to form a consensus in work-
places with such diversified work styles and diverse per-
sonnel. In this respect, the contribution of the “KAEDE

Global Network

Project” by the IT team has been enormous. Furthermore,
KPP has dramatically expanded business through a series
of business reforms starting with the Company’s listing in
2018, and acquired particularly influential overseas com-
panies for two years in succession, transforming into a
multinational corporation with over 5,000 employees oper-
ating in 133 cities within 45 countries. As the business en-
vironment surrounding us undergoes significant change,
we are entering an era requiring each person to be adapt-
able.

Qverseas, the labor market has become fluid over many
years, and skills and compensation have become system-
atically organized. As the labor market in Japan becomes
more fluid, | think there will be a double standard between
the compensation for job-type hiring and the compensa-
tion for membership-based hiring according to internal
evaluations. In any case, human resources required in
these uncertain times need to be T-shaped talent in terms
of having a horizontal axis of being cultured and a vertical
axis of expertise, and they are expected to have the entre-
preneurial spirit brimming with founding spirit.

1 00 consolidated companies, 45 countries, 1 33 cities, 1 50 locations (as of March 31, 2021)

KOKUSAI PULP&PAPER CO.,LTD.

The goals set forth in the Long-term
Management Vision GIFT+1 2024 that began
in fiscal 2016 were achieved ahead of
schedule through the success of a variety of
initiatives such as listing on the First Section
of the Tokyo Stock Exchange in 2018 and
M&As overseas. You have passed the halfway
mark, so what is your outlook for the landing?

This fiscal year is the final year of the second medium-term
management plan, and the three year third medium-term
management plan that will provide the finishing touches
will begin in April 2022. In recent performance, Antalis
based in France began to contribute to full-year perfor-
mance, and Spicers in Australia and Keishin Papers Trade
in China are also performing well. Furthermore, the do-
mestic business is recovering, and we are engaged in the
reduction of selling, general and administrative expenses
through business reforms. Last year, we were forced to
make difficult decisions in the face of situations such as
the COVID-19 pandemic, the bankruptcy of a company
that has been our partner for four decades in the Hong
Kong and China business, and the disposal of loans, but
the Group worked as one to overcome these and the out-
look is very good for our 100th anniversary in three years.
Furthermore, | am satisfied with the progress of the recy-
cling-oriented business model in the domestic business
and the corporate value acquired through overseas M&As,
and high level of skill of personnel including the CEO and
CFO.

| think specific numerical targets need to be
applied to the workplace in order to achieve
the Long-term Management Vision, but what
kind of KPIs have you established?

The third medium-term management plan will be an-
nounced next June, but it has a different business portfolio
and regional strategy than the first medium-term manage-
ment plan and the second medium-term management
plan, with greater weighting being placed on both revenue
and income overseas. A common issue faced not only by
the Group but all Japanese companies is said to be earn-
ing power. As indicated in the Ito Review, the low ROE of
Japanese companies compared with European and Amer-
ican companies is caused not by leverage or turnover, but
rather by the gross profit ratio. In that sense, the percent-
age of overseas sales will increase and gross profit will
also rapidly rise, so | think we have obtained a significant

advantage particularly in sustainability. KPIs are set based
on the three elements of business strategy, financial strat-
egy, and sustainability strategy.

The Board of Directors has passed resolutions on sus-
tainability concerning the Basic Policy on Sustainability
and material issues to create a framework for the Group to
globally engage in sustainability issues. Major overseas lo-
cations such as Spicers and Antalis will also participate in
the CSR Committee meetings as observers from Novem-
ber 2021. ESG elements will be steadily incorporated into
the third medium-term management plan currently being
formulated through active discussions including overseas
locations.

The Company is about to proceed with the
establishment of its third medium-term
management plan. What moves will be taken
concerning growth strategy (portfolio
strategy and regional strategies) aimed at
the achievement of the Long-term
Management Vision?

Many of the Group’s companies have conducted pulp and
paper wholesale business, but the environment surround-
ing us has already changed significantly and we need to
be able to adapt. Also, it is not wise to have the same
business model domestically and overseas. The domestic
paper and paperboard business will be differentiated from
other companies by strengthening the recycling-oriented
business through the sale of products and recovery of pa-
per. We are also looking at M&As in this area. Furthermore,
in household paper, which is expected to grow, we will
work to expand supply sources in the pulp business pro-
viding raw materials and also strengthen the ecomo series
in the environmental business.

Meanwhile, the overseas business has a different
growth strategy than the domestic model. Furthermore,
we are considering a developed country model, an ASEAN
model, and a China model for the overseas business. The
economic environment, social systems, and political back-
ground of each region differ, and we will conduct business
suitable to each region accordingly. Businesses that tran-
scend traditional paper and the implementation of e-com-
merce have advanced in Australia and Europe, and we will
promote these further. In ASEAN, we will integrate the
Asian business of KPP (KPP AP) and the Asian business
of Antalis to maximize the synergies produced by the busi-
nesses. ASEAN is a region with great potential, and we will
aim to become top in the region with an eye to business

Integrated Report 2021
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Messages from the Management

alliances and M&A deals with influential local companies.
Finally, we come to the Chinese business. China is the
largest market in terms of both production and consump-
tion of paper and paperboard. KPP went through a difficult
ordeal last year, but performance is steadily improving
thanks to switching the finance business of the past to a

Long-term Management Vision GIFT+1 2024

localized paper distribution business. In the meantime, we
will aim to sell 200,000 tons of base paper centered on
paper, white paperboard, and copying paper (PPC paper).

In this manner, KPP is steadily drawing nearer to form-
ing one of the largest corporate groups in the industry with
a sales network spanning five continents worldwide.

Business
completion

Business
development

Business structural
reform

2016 2018 2019 2021 2022 2024

First medium-term
management plan

In order to create Group synergies globally
and maximize Group value, | think defensive
aspects will also be important. What is your
view of Group governance including
overseas companies?

The Corporate Governance Code of Japan was revised for
the first time in three years this June. One of the key points
of the revision was the strengthening of the functions of
boards of directors, and it particularly calls for companies
listed on the new Prime Market to have a governance sys-
tem where independent directors represent at least one-
third of the structure as well as to establish a nomination
committee and a compensation committee. KPP has al-
ready met these requirements. Furthermore, we are aware
that initiatives aimed at long-term sustainability including
ESG elements and support for the TCFD recommenda-
tions are key issues.

14 KOKUSAI PULP&PAPER CO.LTD.

Second medium-term
management plan

Third medium-term
management plan

The “+1” in the “GIFT+1” management vision refers to
sustainability initiatives based on the premise of the envi-
ronment, society, and governance. Furthermore, our re-
sponse to the revised Corporate Governance Code which
is yet to be implemented is being considered mainly in the
CSR Committee, and we intend to disclose this as need-
ed. We are strengthening the internal audit team for Group
governance and particularly governance of overseas oper-
ating companies, establishing a system for the prevention
of misconduct.

Since the beginning of this fiscal year, you
have been preparing a succession plan.
What do you require of the next generation
of management?

The Nomination Committee made up of the President and
outside directors is currently devising a successor
development plan and a proposal is scheduled to be

discussed by the Board of Directors. On the other hand,
a training program has been provided for managers
selected in Antalis, and for the time being we will start with
a plan to develop executives in Japan.

My personal view is that the most important condition for
being able to adapt to uncertain times is having a broad
perspective. Other important aspects are having a strong
heart to face adversity and the drive and fortitude to take
the chosen path to success. We are continuously faced
with yes-or-no questions in the execution of our business,
but the correct answer is not determined at the beginning.
An answer of “Yes” is only reached once the path taken
eventually leads to success.

Furthermore, KPP is transforming into a global company.
The common language used in multinational Antalis is
English. The same applies to KPP AP. In addition, | would
like preparations to be made for digital transformation (DX)
and also efforts to be made to enhance financial and legal
knowledge by taking e-learning and other training courses.
If possible, | think it is also important to become cultured as
more internationally minded people. | think books, people,
and travel provide hints as keywords for innovation.

In the past, you were responsible for the
development division and you have worked
to develop personnel with emphasis on the
development division in the Long-term
Management Vision. What roles and
functions will KPP perform moving forward?

KPP’s role is to deliver products to every corner of the
market. In addition, it is important to maximize the ability to
communicate with producers and users, and evolve their
functions. In downstream distribution, many platformers
have achieved success with business models utilizing IT.
The products handled by KPP use a B2B model centered
on materials, but e-commerce will also advance in this area
in the future, and the provision of a unique platform is also
an important issue in our differentiation strategy. We have
an advantage here because there is much to learn from
Spicers and Antalis.

Further, we also want to develop business models
through collaboration with National KPP Association*. KPP
has abundant management resources. The KPP Group wil
continue to contribute to a sustainable society by
collaborating with other companies, developing new
businesses through DX, and expanding recycling-oriented
business.

*A paper wholesale merchant network organized by KPP.
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Messages from the Management

KOKUSAI PULP&PAPER CO.,LTD.

Tadashi Kurihara

Director of the Board
President & Executive Officer

Two years have passed since you were ap-
pointed as President. What are your impres-
sions?

Last fiscal year, my first year since being appointed, was a
year in which we were fraught by a variety of issues such
as the delay of development of new IT systems, the
occurrence of bad debt in China, and the still ongoing
COVID-19 pandemic. We addressed all of these issues by
forming response teams. | think an unintended by-product
of the various issues we experienced last fiscal year is that
the KPP Group has been able to show its high level of
resilience.

With regard to processing the bad debt in China,
appropriate accounting was completed and we were able
to shift the business in China to a paper distributor able to
conduct stock business through the resolution of the bad
debt issue. Keishin Papers Trade established a Shenzhen
branch office in July, and currently operates in six locations
throughout the country, producing new business
opportunities. In addition, following on from Spicers in
Australia, Europe-based Antalis will make a full contribution
to performance from this fiscal year. Although we caused
concern for our stakeholders, in this second year, we would
like to go on the counterattack while also monitoring the
COVID-19 situation.

Fiscal 2020 was a year severely affected by
COVID-19. What are your thoughts looking
back over the previous fiscal year and your
outlook for this fiscal year?

COVID-19 wreaked havoc from January last year in and out
of Japan, and had an impact on the global economy in
excess of that caused by the global financial crisis. Although
more countries are returning to normal as a result of the
progress of vaccination, | think it will still take some time
before we see the end of COVID-19. Infectious diseases will
continue to have an impact on not only the pulp and paper
industry, but the Japanese economy as a whole, for some
time to come. Since the formulation of the Long-term
Management Vision GIFT+1 2024, the KPP Group has
foreseen the limitations of conducting business centered on

paper in Japan, and has proceeded to alter our business
portfolio to incorporate the areas of packaging and visual
communication, which are expected to grow. We have also
successfully conducted M&As overseas such as with
Spicers and Antalis, and implemented a totally recycling-
oriented business model and a solution business. With
digitization advancing ahead of schedule due to the recent
COVID-19 pandemic, we are also accelerating our inorganic
strategy globally.

In the Japanese pulp and paper industry the
trend of paper decreasing and paperboard
slightly increasing is continuing. | think this
trend has become clearer during the
COVID-19 pandemic. Could you explain the
possibilities for paper going forward?

Firstly, no other product is as deeply ingrained in people’s
everyday lives as paper. Demand for paper is decreasing
mainly for graphic applications in developed countries, but
paperboard for packaging and sanitary paper demand stil
has future potential. In packaging applications, e-commerce
will grow further, and demand will also increase in the future
in connection with this trend. With regard to sanitary paper,
sanitary concepts have changed in and out of Japan during
the COVID-19 pandemic, and we will steadily sell the pulp
used as raw material to meet this demand. Furthermore,
even looking at graphic applications, paper is an
indispensable element in the content businesses conducted
by publishers and also the cross-media strategies adopted
when advertising agencies conduct promotions.

As far as the future possibilities of paper are concerned,
movements such as promotion of paper solutions and
reduction of plastic use that have been sparked by the
marine plastic pollution problem are also very important for
us. We launched the Green Biz Project as a cross-divisional
project two years ago, and have proposed and practically
implemented new Green Products contributing to reducing
environmental impact for major retailers and major apparel
companies. Recently, the entire Group has been working on
the development and distribution of new products by
exchanging information on products with reduced
environmental impact among Group companies.

Integrated Report 2021
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Messages from the

Management

The KPP Group’s Green Products and Green Solutions

Promotion of
paper solutions

@ Due to the marine plastic pollution problem, moves to restrict disposable plastic are
accelerating in countries around the globe, and demand for paper as an alternative
material is rising. In recent years, research and development has been progressed
mainly by paper manufacturers, and there has been an increase in examples of food
packaging and daily necessities.

Examples: Paper-based clear folders, snack packages, shopping bags

Green Products

Reduction of
plastic use

@ These products reduce the use of oil-derived plastic by innovating manufacturing
technologies and mixing in biomass-derived pulp and paper to an extent that does not
detract from plastic characteristics such as barrier properties and processing suitability.
Examples: Store POP film, face covers for trying on apparel, cutlery

Biomass materials

@ As it is often difficult to switch plastic to other materials due to its various characteristics,
research is being conducted with the aim of reducing the environmental impact.
Biomass plastic manufactured using biomass materials and biodegradable plastic that
is broken down by bacteria are some examples.

Examples: Checkout bags, food trays, straws

Town ecomo

e A system in which paper from households is brought into collection boxes in
supermarkets and retail stores to be recycled as paper raw material. Some stores have
initiatives offering points that can be used for shopping according to the weight of the
paper brought in.

Green Solutions

Office ecomo

@ A system for safely and securely collecting confidential documents from offices in
dedicated boxes to be recycled as paper raw material. It is an environmentally friendly
system for the disposal of confidential documents that eliminates the time and effort
required for shredding.

ecomo Closed
Recycle Service

® A service spanning from the proposal to development of sustainable, rational, and
feasible closed recycling schemes with thorough understanding of the customer’s
business content, business format, and needs.

BMecomo

@ The KPP Group offers a system aimed to help operation control, facilities management,
and business administration of biomass power plants through the utilization of advanced
technologies such as Al and loT and thorough visualization.

KOKUSAI PULP&PAPER CO.,LTD.

*ecomo means “eco” and “to bring” (mottekuru in Japanese) and expresses the idea of “eco + model (in other words, a new eco model).”

What do you have planned for this fiscal
year, which is the final year of the second
medium-term management plan?

The Japanese pulp and paper market has continued to
contract since the global financial crisis of 2008, and
determining how to rebuild our domestic business is a
major challenge. We have expanded our business portfolio
previously centered on paper to include paper raw material
and packaging material through the merger with Sumisho
Paper, and are further expanding on our totally recycling-
oriented business model. Meanwhile, in response to the
contraction of the market for graphic applications, | do not
think we will have any growth in the future unless we have a
change in mind-set large enough to upend our past
experiences of success. Specifically, there are two aspects
of how to increase added value and how to achieve efficient
operation.

For increasing added value, proposing a mechanism for
selling by utilizing e-commerce is one point. Furthermore,
Group companies in Oceania and Europe have
accumulated profit in new markets closer to downstream
such as visual communication and packaging solution, and
we are considering whether we can do the same in the
Japanese market. Also, the green products and green
solutions contributing to reduction of environmental impact
that we have focused on for the past two years are each
beginning to produce concrete results, so we have created
an organization called the Advanced Business Development
Division to enable these to be expanded throughout the
entire Company.

Next was the Operational Reform Project we started last
year, and we identified several issues for improving
Company-wide business efficiency. By resolving a variety of
issues, we have been able to establish a system that
matches the new way of living after COVID-19. Even in the
new core system development project that we are currently
engaged in, we are proceeding with visualization of business
processes on a workplace level, but we will not be able to
achieve efficient operation unless we proceed with further
improvement of business processes. | think there is still
much room for improvement in the back office such as
examining existing work processes throughout the
Company, and organizing redundant operations across
divisions.

In order to implement the totally recycling-
oriented business model, what steps will
you take in the future with the ecomo series
of systems for efficiently recovering paper
generated in households and offices and
recycling it as paper raw material?

In contrast to the green products | mentioned earlier, the
ecomo series is positioned as green solutions. In addition to
the system for recovering paper from households and
offices, we have recently developed the ecomo Closed
Recycle Service and BMecomo, and actually
commercialized them. | will explain the ecomo Closed
Recycle Service first. Specific indicators for realizing a
sustainable society, such as SDGs, have been adopted
worldwide, and efforts to contribute to the reduction of
environmental impact have begun in a variety of companies.
Recycling of waste is a significant challenge for companies
that produce large volumes of waste, and the ecomo

Closed Recycle Service provides a mechanism for
visualizing and managing the entire flow of use, discard, and
recycle. The scope of this system is gradually expanding to
cardboard boxes used by beverage manufacturers and also
applications other than paper such as the waste materials
of building material manufacturers and materials of
packaging material manufacturers. We will continue to
respond to movements aimed at reducing the
environmental impact of various companies such as
manufacturers and further accelerate the promotion of sales
of this system. BMecomo has already started to be used in
actual biomass power plants, and we plan to expand sales
to areas such as Southeast Asia and India in the future.

Could you provide a message to
stakeholders?

The KPP Group has recently updated the definition of our
Management Vision GIFT+1 within the KPP Group Way.
Until now, “+1” meant “add the element of the environment
to all of GIFT,” but we changed this to “environmental,
social, and governance initiatives” and will contribute to the
realization of a sustainable society. As | have mentioned
earlier, we will continue with initiatives to reduce
environmental impact such as the development and
distribution of green products and green solutions, and
preservation of forests through the C.W. Nicol Afan
Woodland Trust.

Furthermore, with regard to “Globalization” in GIFT+1, we
have gained access to enormous markets such as Oceania,
Europe, and Latin America thanks to Spicers and Antalis
joining the KPP Group. In addition, we are building
relationships with suppliers not only in Japan, but
worldwide, and have completed preparations for steadily
incorporating growth of the global market both upstream
and downstream. The KPP Group will continue to embrace
the challenges presented in Japan and global markets.

In closing, | appreciate the continued support of our
shareholders, investors, and all of our other valued
stakeholders.
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Performance Review and Business Overview

Consolidated Financial Data
Results Breakdown by Segment (FY2020)

W Wholesale pulp and paper, overseas locations
m Wholesale pulp and paper, domestic locations
m Real estate leasing

Net sales

430 ,404 million yen

Segment income

'6,21 7 million yen

Wholesale Pulp and Paper,
Domestic Locations

Wholesale Pulp and Paper,
Overseas Locations

Real Estate Leasing

Net sales Net sales

252 ,1 04 million yen

Segment income

3,71 0 million yen

Net sales

1 77,052 million yen

1 ,247 million yen

Segment income

629 million yen

Segment income

'1 0,557 million yen

430,404 million yen -9,035 million yen - Yov)

(12.8% Yoy)

'1 2 y 041 million yen (- Yov) 1 ,41 6 million yen

(15.0% Yoy)

KOKUSAI PULP&PAPER CO.,LTD.

Wholesale Pulp and Paper, Domestic Locations

Other 10.9% —‘
Pulp/recovered paper
11.5% FY2020

net sales by product Paper
Secondary processed (non-consolidated) 48.0%
paper 7.8%
Paperboard
21.8%
Other 7.7%
l Newsprint paper
Paper raw material ——— 0.8%
115% FY2020
Printing paper
39.0%

net sales by
Communication paper application
14.5% (non-consolidated)

Packaging material
26.5%

Wholesale Pulp and Paper, Overseas Locations

As a move away from paper-based media due to progress in digitization, although
comic sales increased and sales for study-aid books associated with stay-at-home
demand performed solidly, there was a decrease in demand for flyers, etc. as a re-

Paper
. sult of cancellation of events, which led to net sales falling year on year.

Net sales 121,447 million yen (-17.4% Yov)

Although containerboard performed comparatively well mainly for beverage pack-

aging materials in Japan and exports to Asian countries increased, sales of white
Paperboard pgperboard dec.reased due to the disappearance of inbound demand, resulting in a

slight decrease in net sales.

Net sales 55,268 million yen (-6.7% Yov)

In addition to smaller sales of thermal paper and non-carbon paper, sales of inkjet
Secondary | paner and magnetic recording paper also decreased due to the impact of voluntary
processed | restraint caused by the spread of COVID-19, resulting in a decrease in net sales.
[ Net sales 19,773 million yen (-20.3% VoY)

Net sales of recovered paper fell year on year due to a decrease in the volume

produced as a result of the decline in paper demand, and the impact of the lack of
Pulp/ containers caused by disruption to shipping. The volume of pulp exceeded the pre-
recovered vious year due to an increase in demand for household paper in spring, but net
paper sales fell year on year due to a fall in market prices.

Net sales 28,982 million yen (-5.7% Yov)

Net sales decreased due to smaller sales of packaging products, although net

sales of biomass material grew thanks to a biomass power generation business
Other the KPP Group invests in.

Net sales 27,638 million yen (-1.9% Yov)

Other 13.2% ﬂ

25,237 million yen

Asia 33.6%
. FY2020 64,435 million yen
Americas 3.4% sales by region
6,546 million yen
Europe 49.8%

95,636 million yen

Europe

In Europe, net sales increased considerably year on year due to the
acquisition of Antalis S.A.S.

Asia’s Share of Sales

¢ FY202
92.0% 92.0% 92.0% 84.6% 020
33.6%

FY2016 Fy2017 Fy2018 Fy2019

Asia

A recovery in sales due to capturing increased demand for
containerboard was seen due to economic recovery in China,
which was first to escape the impact of COVID-19. However,
net sales in Asia decreased significantly overall as the region
was affected by the slump in the economy caused by the
spread of COVID-19 and the impact of the container shortage
caused by disruption of shipping similar to other regions.

Other

In Australia, net sales increased considerably year on year due
to the full-year contribution this fiscal year of sales by Spicers
Limited, which was acquired last year. Net sales of magnetic re-
cording paper decreased due to smaller sales volume.

Real Estate Leasing

In the office building market of major cities throughout Japan, the average vacan-
cy rate rose due to downscaling of office floor space from summer with changes
in work styles such as telework arising as a result of the impact of the spread of
COVID-19. Consequently, average rents fell in Tokyo, and other regions also need
to be monitored.

Under such conditions, revenue increased year on year because the KPP
Group kept its mainstay KPP Yaesu Building fully occupied and also raised the
rent unit price due to the replacement of some tenants.
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Kokusai Pulp & Paper — Domestic Business Strategy —
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In the domestic wholesale business, as graphic
paper decreases rapidly due to the advance-
ment of IT and the impact of COVID-19, a plas-
tic-free trend has become widespread globally,
and we will work to promote and expand the en-
vironmental business while utilizing our broad
supply and sales networks, in addition to con-
ducting low-cost management through the
streamlining of operations.

Masatoshi lkeda

Director of the Board
Managing Executive Officer
Head of the National Sales Headquarters

Business Strengths

® Position as a common agent

® Large scale

® Breadth of supply and sale networks
® Extensive product lineup

Analysis of External Environment

Opportunities

® Green products & solutions

©® Heightened demand related to e-commerce
(packaging, etc.)

Risks

® Advancement of digitization, decline in paper demand
due to the COVID-19 pandemic

® Market changes

Future of the Domestic Business

In the domestic business, as demand for graphic paper
rapidly declines, we will seek to maximize profits by ex-
panding our share while securing the necessary volume
required as a paper and paperboard wholesale business.
A plastic-free trend is spreading worldwide backed by the
UN resolution on SDGs, and the movements to reduce
environmental impact are accelerating. The Green Biz
Project launched across divisions within the Company is
working to develop and distribute alternative materials and
products that consider various viewpoints such as promo-
tion of paper solutions, reduction of plastic use, and intro-
duction of bio plastics. This initiative has produced results
such as environmentally friendly materials being adopted

KOKUSAI PULP&PAPER CO.,LTD.

in face covers for trying on apparel and specific in-store
promotion initiatives in convenience stores. Under such
circumstances, we will develop high-value-added products
and strengthen efforts aimed at plastic-free demand. We
also work to implement systems for operational workflows
and establish telework to realize low-cost organizational
operation through the streamlining of business processes
and logistics. With regard to logistics, the function of strat-
egy development has been transferred to KPP Logistics,
which will serve as the command center for the supply
chain nationwide in an effort to enhance “earning power”
and strengthen the earnings structure.

Growth Strategies

Expanding share in paper and
paperboard wholesale business
©® Maximizing profit by securing volume

Promoting and expanding the
environment-related business
® Strengthening of initiative aimed at plastic-free demand

Specific Initiatives

Expanding the totally recycling-
oriented business
® Balancing of recovered paper business and product sales

Low-cost management through
streamlining of operations
® Strengthening of earning power through reduction
of expenses

[ Promotion of a Totally Recycling-oriented Enterprise

We will support the realization and visualization of a resource recycling loop with the recycling-oriented business
model through product sales and recovery of paper as a pillar of our management, thereby helping the environ-
mental activities of customers and contributing to the realization of a sustainable recycling-oriented society.

Pulp

Procurement by Unused wood and
ﬁﬁjﬁjﬁaﬁﬁw g manufacturers wood scraps o
| KPP
ulp Distribution
manufacturers

Supply of biomass 3

(1) fuels and development 2
KPP of solutions @
Distribution g SEEECRD %
2

(5]
Recovered paper (Paper raw material) ram-d Energy supply é
< S

Papermaking ] Offices/ Power
companies Households stations

Sales of paper and peripheral materials such as film

2]

~
KPP Paper and paperboard ||——. Products Recovery of paper
Printing/ E— for recycling as raw
Distribution Processing Consumers materials

companies

I Promoting and Expanding the Environmental Business

Centered on the cross-divisional Green Biz Project, we will work to develop and distribute alternative materials and
products that consider various viewpoints such as promotion of paper solutions, reduction of plastic use, and in-
troduction of bio plastics.

Paper-based clear folders Try-on face cover
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Kokusai Pulp & Paper — Overseas Business Strategy —

In the overseas wholesale business, as height-
ened environmental awareness and an increase
in demand for packages have been seen world-
wide, we will leverage our many years of experi-
ence and our overseas network while proceeding
to shift our business model toward synergies
with overseas subsidiaries and business between
overseas locations. Furthermore, we have estab-
lished a Shenzhen branch office in China to ex-
pand business in South China and will utilize this
to drive business in the Chinese market.

Makoto lkuta

Director of the Board
Managing Executive Officer
Head of the Global Business Headquarters

Business Strengths

® Sales network spanning over 60 countries
® Network of suppliers spanning from upstream to
downstream

Analysis of External Environment

Opportunities

@ Heightened demand related to the environment

® Heightened demand related to e-commerce
(packaging)

@ Heightened demand for paper in developing countries

Risks

® Market changes

@ Decline in demand for paper in developed countries
due to the impact of COVID-19

The Future of the Overseas Business

In the overseas wholesale business, we will conduct busi-
ness more globally due to Spicers and Antalis, a new
member of the Group, making a full contribution to perfor-
mance. Firstly, we will aim to further develop synergies
with overseas subsidiaries such as deploying packaging
solutions utilizing the know-how of Antalis, which boasts
strength in the area of packaging, with a view to the global
shift in demand for paper and paperboard to the area of
packaging backed by the rapid expansion of the e-com-
merce market. Furthermore, as the trend of requiring com-
panies to conduct environmentally friendly management
expands globally backed by the UN resolution on SDGs,

24 KOKUSAI PULP&PAPER CO.LTD.

we are proceeding with initiatives to further deepen the
creation of a recycling-oriented enterprise. Furthermore,
we established a branch office in Shenzhen to increase
business in the South China region, establishing an orga-
nization covering the entire coastal region driving China’s
economy from North China to South China. Until now, the
overseas business of the KPP Group has mainly conduct-
ed trading business such as importing and exporting, but
we will encourage business between overseas business
locations and sales aimed downstream in an effort to fur-
ther transform our business model.

Growth Strategies

Collaboration and synergy with
overseas group companies
® Producing synergies by conducting business that
suits the characteristics of the market

Specific Initiatives

Business reorganization in China and ASEAN

® Expanding business to cover the entire coast includ-

ing South China in addition to the five locations of
Shanghai, Wuxi, Hangzhou, Beijing, and Jinan

Expanding market share through
bolt-on M&A deals

Keishin Papers Trade (Shanghai) Co., Ltd. (Keishin Papers Trade), which conducts the Group’s business in China,
has conducted a paper distributor business deeply rooted in the area since last October and has steadily pro-
duced results by launching five locations in Shanghai, Wuxi, Hangzhou, Beijing, and Jinan. It launched a new loca-
tion in Shenzhen this July. China is the world’s largest market for paper and paperboard, and Keishin Papers Trade
will aim to make further advancements as a key company in the overseas business of the KPP Group.

I About Keishin Papers Trade

Keishin Papers Trade (Shanghai) Co., LTD. H=ellHiES 2010 Processing and sale of papers

l Locations in China

° Shanghai
Established in September 2020 (acquired as a sub-
sidiary in May 2021). Mainly handles domestically
produced coated paper, white card, printing paper,
and PPC paper, mainly for the Shanghai market.
Has a logistics center and a processing center.

e Wuxi

Established in September 2020. Mainly sells prod-
ucts for major paper manufacturers. Has expanded
its sales network in Jiangsu Province and has built
its own logistics and delivery system. It provides
services such as warehouse storage, cutting, and
delivery.

e Hangzhou
Established in October 2020. Mainly sells paper for
publication printing and paper for packaging (includ-
ing packaging paper for food) to printing companies
and paper product processing plants. Its main sup-
pliers are major paper manufacturers.

O Beiing
Established in November 2020. Handles various do-
mestically produced products of major manufactur-
ers. Its main market is Beijing and the surrounding
region. Its main target is the high-end market such
as publishers and magazine companies.

e Jinan

Established in September 2020. Mainly sells white
card and white paperboard. Its end users are the
drug package printing plants of major pharmaceuti-
cal companies. Its strength is the ability to provide
split delivery services in small lots.

e Shenzhen
Established in July 2021. Mainly conducts sales ac-
tivities targeting the South China market (Shenzhen,
Dongguan, Huizhou, and Guangzhou). It handles
products spanning from middle range to high end
because there are many major exporters in the
South China market.
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Spicers

The organic growth of Spicers in the Asia-Pacific re-
gion is a result of the skill of the staff and the knowl-
edge in various market segments where the company
provides services. Through M&A, we will increase our
adaptability in each region with a sense of speed to
achieve the goals set for 2024. Our business is cur-
rently going through an exciting period, but we will se-
cure returns for the KPP Group and provide further
opportunities for growth to staff while giving consider-
ation to efficiency.

David Martin

CEO, Spicers and KPP ASIA-PACIFIC

erersinis

¢
)

Spicers

Growth Strategies

Expanding related areas in the
Asia-Pacific region

Efficient growth through digitization
and automation

Merger integration and team Human resources development

coordination

Specific Initiatives

spicers” @zt Business in Australia and New Zealand has grown through successful M&As, and we have been able to acquire g

'g THE talented human resources. Cultural convergence is vital for both the staff and the business, and we are taking %

5 gggl&"g"% great strides forward toward the goal of growth with greater profit under the banner of a powerful brand. Recently, g
SOLUTION. companies such as Direct Paper, Rojo Pacific, and Blueprint have partnered with Spicers to expand the business, )
5.0l

and very talented personnel have provided vitality to the business. We will continue with this strategy and ap-

SRR R R R RTEECEEEE

26

Business Strengths

collaborating with the aim of achieving these goals.

Opportunities

growth of customers.

Risks

the market with new opportunities.

® Our strength is our familiarity with eight major markets in the Asia-Pacific region. In order to enter into these areas,
our staff needs to provide powerful support in collaboration with each region. We will continue to grow by

Analysis of External Environment

o | think many customers, regardless of country, want to grow their business in a new different direction. We are all
searching for new customers, and the extensive range of products and deep knowledge we possess can support the

® The world has been significantly affected by COVID-19, but it is important that we learn to conduct business and
find new opportunities. When the market undergoes significant change, we must act dynamically to fill the gaps in

Future of the Business

It is always necessary to maintain a balance between cost
and value in order to provide appropriate services to cus-
tomers in all regions. To achieve a high level of organic
growth, we must expand our share by launching new prod-
ucts, improving services, and conducting valuable acquisi-
tions. We will constantly look toward available and
environmentally sustainable resources.

In the Asia-Pacific region, we must expand the business
and new customers that had previously been limited.

KOKUSAI PULP&PAPER CO.,LTD.

Spicers, Antalis, and DaiEi have very broad customer bas-
es, and we will expand with customers who show the high-
est growth rates through the most appropriate service
model of distribution and trading. The KPP Group’s profit is
brought about by the talented personnel fostered by our
company over many years to achieve individual goals. We
think this is a great time for Spicers to be welcomed as a
member into the KPP Group.

proach in the future, and expand into all regions.

D
. ) DIRECT (/L) PAPER Q
Spicers - - RojoR=ciic

LARGE FORMAT PRINTING MATERALS
& RDUS TRIAL ABFICS

BLUC==INT

The distribution and trading business made up of DaiEi and Antalis locations in Asia presents a significant
growth opportunity for KPP AP. Members with different backgrounds achieve powerful collaboration in the same
office, and are searching for new opportunities with the aim of obtaining market share in countries with great latent
potential. In regions where organic growth is appealing, we will focus on obtaining a better position in areas where
we have expertise. Like the Spicers business, KPP AP will invest in enhancing our position in the market. At the
same time, organically providing new ideas from other regions to existing customers also has great potential. Our

potential in this region is very high, and our strength is that we have a plan to provide greater value to existing cus-

tomers and new customers.

Auckland Site of Spicers NZ
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Antalis

isfaction, and a reliable supplier network.

Hervé Poncin

CEO, Antalis S.A.S.

Antalis

Sauth B company Headquarters
Amarica [ Operating Countries

(O Number of Warehouses in region

f

Asla Paclific UK &

Ireland

©)
-

Faced with a global economy in an unpredictable and
difficult situation, with the support of the KPP Group,
Antalis will focus on three key businesses (paper,
packaging, and visual communication) to produce high
returns and aim to accelerate growth through the de-
velopment of e-business. In order to achieve our am-
bitious goal, it is essential that we have a team with a
high level of expertise and commitment, customer sat-

Business Strengths

@ Has recently received a high score of 8.5 out of 10 in a customer satisfaction survey

@ Has secured a position as a market leader in paper distribution and the packaging and visual communication areas
with high rates of profitability and growth

@ Has reliable and innovative information system infrastructure

® The e-business at the front line of strategy is producing sales in excess of 300 million euros per year

Analysis of External Environment

Opportunities

® There is heightened interest in ESG and responsible products, and customer demand for recycled paper and textile-
based packaging is increasing. Antalis has provided a new and powerful line-up to meet such demand.

Risks

® The rapid decrease in consumption of paper presents a risk that may affect the industry as a whole from paper
manufacturers to retailers and also end users. Antalis is flexibly utilizihg many resources and supply chains to

Under such circumstances, Antalis is implementing a
strategy focused on the business development of the three
areas of paper, packaging, and visual communication
through the utilization of e-commerce. This will enable Anta-
lis to leverage its presence in the entire European market for
international customers, provide powerful products and ser-
vices, and take highly profitable share from competitors. In
Latin America, we are dealing with an increase in customers
introducing packaging lines and the disposables required in
association with these.

Growth Strategies

antalis®

Just ask Antalis

By deploying a powerful next-generation online store and
CRM software tools in most countries, Antalis has obtained
a vital competitive advantage in the growing digital world.
Furthermore, Antalis has created an efficient supply chain
utilizing a comprehensive network of warehouses and trans-
portation, and customers expect these to provide “next-day
delivery service.” Antalis is establishing a system adequate
for further growth through the support of the KPP Group
and the funding made available by this. Furthermore, we are
also considering future M&As for strengthening our pres-
ence particularly in the area of packaging.

Disposables for packaging Visual communication Services

Sales via web shop M&A

Specific Initiatives

N, AVTI'JA TOR

160 PROFILE CENTRE.

@m

4 In the custom package design center in Poland, we
are introducing design expertise on custom packages

mitigate this risk.

Future of the Business

The European and Latin American markets were seriously
affected by the pandemic from 2020 to the beginning of
2021, and much integration took place amid an intensely
competitive environment. However, with expectations for
economic growth and the needle moving toward inflation,
we think the market will gradually rebound as customer de-
mand returns. Furthermore, the significant increase in re-
mote working has led to new sales techniques, demand

KOKUSAI PULP&PAPER CO.,LTD.

forecasting, and the introduction of various tools, and sales
teams and marketing teams are now required to have new
skillsets. ESG elements are important as criteria for custom-
ers to select products. Regardless of whether B2C or B2B,
they have an impact on more environmentally friendly prod-
ucts, reduction of energy consumption in the supply chain,
and consideration for society and governance.

with high added value for industrial customers.

4 The European CAD/CAM Conversion Center of Antalis
GmbH providing services providing services to all of
Europe

mrr o e |
My shopping cart =

4 MI2 online shop: Antalis website
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Sustainability Framework

The KPP Group Way formed in three layers of the Management Philosophy, the Guidelines for Corporate Conduct, and
the Management Vision includes many elements that underpin sustainability management such as sustainable growth,
compliance with laws and regulations, and ESG. This fiscal year, we established the KPP Group Basic Policy on Sus-
tainability, identifying material issues. The Group will continue to engage in the resolution of global sustainability issues
by leveraging the KPP Group Way.

KPP Group Way KPP Group Basic Policy on Sustainability

Management

Philosophy The KPP Group will contribute to the realization of a sus-

tainable society through the operation of a totally recy-

T cling-oriented enterprise based on the basic philosophy of
IO the KPP Group Way.

Furthermore, we perceive the environment, society, and
Management Vision governance to be important aspects of management and
GIFT+1 will engage in the resolution of material issues related to
business activities.

Material Issues of the KPP Group

Global expansion Climate change countermeasures

® Creation of Group synergies ® Internal communication ® Development of solutions to prevent global warming @ Reduction of CO, emissions

Response to DX Diversity & inclusion

® Expansion of e-commerce @ Development of new systems ® Ensuring diversity @ Utilization of diverse personnel

Implementation of green business Enhancement of governance

® Resolution of the marine plastic pollution problem @ Recycling and waste reduction ® Compliance ® Information security ® Risk management

Initiatives to Resolve Social Issues

@ Creation of a network for the collection and sale of recovered paper

E ® ecomo Closed Recycle Service
® Engagement in thermal recycling business

Creation of a recycling-oriented
society

Response to climate change E ® Development and sale of BMecomo

Response to preservation of P.32-33

biodiversity E E E

Response to the marine plastic E
pollution problem S

® Cosponsoring of the C. W. Nicol Afan Woodland Trust

® Promotion of Green Biz Project
® Development and sale of Green Products
@ Joining in the Japan Clean Ocean Material Alliance (CLOMA) and Plastics Smart Forum

® Strengthening of businesses that transcend traditional paper, establishment
of dedicated department P.36
® Coordination with overseas Group companies

Response to demand for packaging
and visual communication

® Publication of public relations magazine TSUNAGU and operating

TSUNAGU GALLERY P.37
©® Holding Japanese papermaking workshops
® Support for United Nations WFP

Support for the eradiication of hunger B ® Provision of food for Second Harvest -

Development of paper culture and m
book culture

Initiatives to Strengthen Business Foundation

’ . . . =M O ® Improvement of work-life balance @ Diversification of hiring practices

Diversity & inclusion E ) , P.34
s ® Promotion of women’s career advancement

Development of an employee- m ® Acquisition of childcare leave @ Introduction of telework
friendly work environment ] ® Response to long work hours P34-35
Human resources development u ﬂ..‘ ® Fair evaluation @ Personnel system @ Education and training system
Enhancement of corporate E ® Company with an audit and supervisory committee P42-47
governance >, ® Increase of outside directors )

KOKUSAI PULP&PAPER CO.,LTD.

Sustainability Management

The KPP Group has established the Basic Policy on Sustainability based on the KPP Group Way made up of the three
layers of the Management Philosophy, the Guidelines for Corporate Conduct, and the Management Vision. We will
contribute to the creation of a sustainable society and strive to enhance corporate value. We have set issues related to
sustainability in the CSR Committee and its subcommittees, and are working to make ongoing improvements globally,
including overseas Group companies.

Framework to Promote Sustainability

Stakeholder engagement

Disclosure External evaluation

CSR Committee
® Compliance Committee
@ Risk Management Committee
® Environmental Management Committee
® Occupational Safety Committee
® Information Security Committee

Committee of Internal Control

Over Financial Report

Supervision ? ‘ Reporting
Representative Directors
Supervision ? L Reporting

‘ Board of Directors ‘

CSR Committee

Name of subcommittee Task

Compliance Committee @ Raise compliance awareness among employees and provision of other educational activities throughout the Group

Risk Management Committee @ Monitor and improve risk identification, analysis, evaluation, and response @ Evaluate and improve the company-wide BCP system

Environmental Management Committee ~ ® Measures to address climate change @ Evaluate and improve environmental management system

Occupational Safety Committee ® Manage occupational safety including at domestic subsidiaries and affiliates

Information Security Committee @ Enhance IT governance of the entire Group and take measures to mitigate IT risks @ Conduct activities to increase employees’ security awareness

@ Discover and identify risks

Basic Policy and System on Risk Management o Calouiate risks

o Evaluate risks

o Draft and implement
measures to mitigate risks

KPP has established the Risk Management Committee as a sub-organiza-
tion of the CSR Committee pursuant to the Risk Management Regulations,
and is making efforts to properly manage the various risks surrounding the
business, thereby eliminating and mitigating profit constraints. When it is
determined that there is a risk having a particularly significant impact on
management, a response committee is established pursuant to the Risk
Management Regulations to work toward to resolution of the crisis and
take steps to prevent recurrences.

Since fiscal 2020, a risk map plotted along the two axes of frequency
and impact has been updated for the entire company to strengthen the risk
management system.

PDCA of
company-
wide risk

management

e Evaluate and correct © Evaluate residual risks
‘rlnae!r?zlitgeor;gﬁlt( » Monitor and correct measures to
Stakeholder Engagement mitigate risks
Stakeholders Examples of measures taken
Allstakenolders @ Issuance of Integrated Reports, corporate brochures, and the TSUNAGU public relations magazines, and information dissemination through

the corporate website

® Solving challenges through daily sales activities, conducting product briefings, offering samples, holding and participating in
Customers exhibitions, producing and distributing product catalogues, and selling paper and paper-related products through the Paper Mall
e-commerce site

@ Performing fair business transactions, strengthening collaboration through regular information exchange, holding business meetings,

Suppliers conducting plant tours, and actively disclosing information
@ Holding community events, holding workshops on paper culture, making donations upon the occurrence of disasters, acquiring ISO 14001
Community and environment certification, acquiring forest certification (CoC certification), sponsoring forest conservation activities, and supporting the World Food
Programme (WFP)
@ Distributing messages from top management, offering various human resources development programs, providing health counselling
Employees sessions by occupational physicians, implementing and analyzing stress checks, issuing Group and internal newsletters, providing a

whistleblowing system, and conducting employee satisfaction surveys

@ Disclosing materials for General Shareholders’ Meetings and financial results briefings, issuing annual reports and interim reports,
disseminating and disclosing information on the corporate website in a timely manner

Shareholders and investors
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Environmental Initiatives

Management Approach

The KPP Group is implementing a totally recycling-oriented business model with the aim of realizing a sustainable society.
We are also striving to develop and distribute products that will help solve the marine plastic pollution problem. The KPP
Group sets goals based on external challenges such as climate change and marine pollution, applies the PDCA cycle using
the environmental management system, and works to reduce the impact on the environment.

IQ > Please see the Company’s website for further information on our environmental philosophy and environmental policy.

https://www.kppc.co.jp/en/csr/action/PhilosophyPolicy.html

Maintaining and Managing ISO 14001 Certification

We have constructed an environmental management system (EMS) in accordance with international standard ISO 14001 in
order to fulfill its duty of compliance with environment-related laws and regulations and improve the performance of the
Group’s business activities. We routinely evaluate our business and environmental activity results, establish environmental
targets that incorporate aspects such as SDGs and ESG, and continue efforts to achieve them.

@ Acquired on June 26, 2002 @ Valid until June 26, 2023 @ Registration number: JP18/071544 @ Audit organization: SGS Japan Inc.
@ Scope of application: Sales of paper, pulp, recovered paper, films, the materials, and related machinery.
@ Locations under the scope of application: Tokyo Head Office, Kansai Branch, Chubu Branch, Kyushu Branch, Sendai Sales Dept. of Kita Nihon Branch, and Sapporo Sales Dept. of Kita Nihon Branch

Maintaining and Managing Forest
Certification (CoC Certification)

Paper: Printing
Along with increasing environmental awareness manufacturers companies
comes greater demand for forest-certified paper pro-
duced from properly managed forests. Forest certifi-
cation systems are a kind of environmental labelling

system whereby a certification label is attached to

Acquire
CoC certification

Paper manufacturers
Acquire CoC certification

Printing companies
Acquire CoC certification

timber and other wood products produced from
properly managed forests in order to manage them

Managed forest FM certification*
*A system to certify forests that are
properly managed

. . . . @===_Distribution of
appropriately in all stages of production, processing, conifind materials
and distribution and to promote the sustainable use Traceability
and preservation of forests. These labels are now of-
ten seen in our daily lives. We have acquired from the o | FSC Forest Certfcation (CoC Certicaton) o)\ PEFC Forest Certicaton (GoC Certication)
Forest Stewardship COUHC”@ (FSC) and the PI’O- \/1) Acquired on January 5, 2004 (," Acquired on October 1, 2007

- . FSC | Valid until December 21, 2023 PEFC Valid until December 21, 2023
gramme for the Endorsement of Forest Certification acresmne_|  Centficate No. SGSHK-COC-001603 LT Certfcate No. SGSJP-PCOC-0213
(PEFC) the Chain-of-Custody (CoC) certifications R

which certify that we identify and separately manage
forest-certified paper from other paper during the
processing and distribution stages.

Initiatives to Resolve Social Issues

Creation of a Recycling-oriented Society

M Material Recycling

Paper that has been consumed as a variety of products such as newspapers, magazines, and copying paper is recovered
and reborn as paper. The utilization of recovered paper not only saves precious forest resources, but also leads to the re-
duction of waste. Recycling of paper is indispensable for reducing the environmental burden.

Operation of domestic paper recovery network, RISANET

We recover paper through a nationwide network and supply the recovered paper to paper manufacturers as recycled
material. The volume is in the top class in Japan.

Proprietary paper recovery solution ecomo

Town ecomo is a system for recovering paper from households and recycling them. Dedicated collection boxes are
installed at supermarkets, retail stores, and other locations to collect recovered paper brought into the locations. Some

KOKUSAI PULP&PAPER CO.,LTD.

stores grant points that can be used for shopping according to the weight of paper
recovered in a system where customers can be expected to continue visiting
stores. The ecomo Closed Recycle Service analyzes the customer’s business
content, business format, needs, and requirements, and develops a tailor-made
recycling scheme that is sustainable, rational, and feasible.

M Thermal Recycling (Biomass Power Generation)

Biomass power generation has become recognized as a method of generating electricity from renewable energy. The col-
lection and use of thermal energy generated when wood scraps and unused wood are incinerated rather than simply incin-
erating them is called thermal recycling.

Development and provision of BM ecomo biomass power plant operation support system

We have developed an operation support system utilizing 10T technology for bio-
mass power plants, and have begun providing it after conducting a demo test from
October 2019. We help the biomass power plant to maximize its profitability by uti-
lizing advanced technologies and fully visualizing its operations.

Supply of fuel for biomass power plants

We have built a network for the collection of unused wood and thinned wood, and supply this for biomass power plants.

Response to Climate Change

Activities to Conserve Forests

Plants absorb carbon dioxide and emit oxygen through photosynthesis, playing a significant role in the prevention of global
warming. The pulp and paper industry contributes to the creation of a sustainable society through the forest circulation, the
paper circulation, and the energy circulation. The KPP Group has begun efforts aimed at announcing its support for the
TCFD recommendations, and is preparing a project for the announcement next year.

Cosponsoring of the C. W. Nicol Afan Woodland Trust

We began supporting the C. W. Nicol Afan Woodland Trust in 2015 in support of
Mr. Nicol’s desire to bring back the beautiful natural environment inherent to Japan.
After moving to Japan, he purchased a dilapidated forest in Kurohime, Nagano, and
continued to work on it for over 30 years, rejuvenating it into a forest with abundant
biodiversity. Mr. Nicol passed away last year at the age of 79, but he was aiming to
create a future a century from now. Cherishing Mr. Nicol’s desire to spread nature
with abundant biodiversity throughout Japan, we will continue to support the C. W.
Nicol Afan Woodland Trust and promote environmental management for the realiza-
tion of a sustainable society.

Response to the Marine Plastic Waste Problem

Promotion of 3R+Renewable
We are promoting the recycling of plastic resources according to the basic principle of “3R+Renewable” made up of re-
duce, reuse, recycle, and renewable in order to address the marine plastic waste problem.

Promotion of Green Biz Project

We have launched the cross-divisional Green Biz Project within the Company to resolve the marine plastic pollution prob-
lem, and are actively exchanging opinions from various perspectives. We are promoting the development and distribution
of new products and materials and the creation of new business models based on the 3R+Renewable concept. The proj-
ect’s achievements are growing including the adoption and market launch of products jointly developed with users, and we
will expand its activities by making full use of the KPP Group’s sales, procurement, and processing networks.
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Human Resources Initiatives

Diversity &
inclusion

Management Approach

KPP considers that employees are the most important asset of a trading compa-
ny and that an environment which lets them fully unleash their potential provides
the very foundation for sustainable growth. The Human Resources Committee
comprising our top executives investigates, proposes, and makes decisions on
matters related to our organization and human resources in order to develop
transparent hiring and performance evaluation systems. Further, the Occupation-
al Safety Committee focuses on improving the workplace environment based on
the Guidelines for Corporate Conduct to enable all our employees to work safely
with peace of mind. Furthermore, we conduct employee satisfaction surveys and
publish the survey results for employees to increase employees’ motivation, mor-
al, and skills and be utilized for establishing an environment in which they can
fulfill their potential.

Development
of an employee-
friendly work
environment

Human

resource
development

Topics
Penetration of management philosophy/Engagement/Workplace environment/communication/personnel system/compensation/benefits/
education and training, etc.

Promoting Diversity

Under its Diversity Promotion Policies, KPP respects the gender, age, nationality, race, ethnicity, religion, and social status
of each employee, and has established a system that enables all employees to play active roles in their workplaces.

Diversity Promotion Policies

Improvement of Work-Life Balance
We will develop an environment in which employees can continue working while achieving a sound balance between work and personal life
including childrearing and nursing care, enabling them to take on the challenges of more difficult assignments.

Promotion of Diversity
We will offer opportunities to all employees, irrespective of gender, age, position, disability, and nationality, for ability development through which
they can proactively take on challenges so that we can build a work environment that allows all employees to fully exert their skills and abilities.

Diversification of Hiring Practices

We will continue our initiatives for promoting female employees to executive positions and securing ready-to-work personnel thorough hiring
foreign students as well as mid-career candidates to further diversify human resources in an effort to improve the value of our Company as a
global corporation.

The percentage of employees with disabilities is above the mandatory rate of 2.3%.
We will continue to establish an employment environment and jobs in an effort to promote their employment.

Persons with disabilities employed 2 . 80%

Plan of Action for Promoting Women’s Career Advancement

Plan period: From April 1, 2019 to March 31, 2022
The Company’s task: Because of the low percentage of women on the main career track, there is a low percentage of women in managerial positions.

Target 1 Maintain the ratio of new female graduates hired for the main career track at 20% or more.
Target 2 Increase the ratio of women on the main career track to over 11%.

Showcase the Company widely to job-seeking students using videos and websites developed for them.
Prevent mismatch by having candidates understand the details of our Company’s businesses and operations at briefings and interviews.
Promote the use of the career-track change system.

Interview female employees on the main career track to allow them to share their career development visions with the Company.

We are currently working on the provision of a workplace environment where women play active roles by raising the num-
ber of women on the main career track and in managerial positions, regardless of type of employment or hiring format.

FY2020 Ratio of women in managerial positions 2 . 60 % FY2020 B o ey erale graduates hired for the 2 2 . O %

Development of an Employee-Friendly Work Environment

First Instances of Acquisition of Childcare Leave by Male Employees

We offer programs that allow our employees to choose different work styles that suit their individual circumstances and
needs, including those for leave of absence and shorter working hours for childcare or nursing care. In August 2020, a
male employee took childcare leave for the first time at KPP, and two others later took such leave in December. We are
currently encouraging male employees to take childcare leave and participate in childcare through efforts centered on
reaching out to employees who have provided notification of their spouse being pregnant or giving birth.

34  KOKUSAI PULP&PAPER CO.LTD.

Introduction of Telework

KPP has established the necessary infrastructure and introduced telework in response
to the recent COVID-19 pandemic. Although this was initially an emergency measure,
we established detailed rules on the implementation of telework in January 2021 for the
purpose of business continuity in the event of potential future emergencies and work-
style reform, and are encouraging all employees to adopt telework.

We also conducted telework training for people in managerial positions on the

necessity for telework, in addition to management and utilization of online
communication while teleworking.
Response to Long Working Hours e
It is necessary to deal with long working hours (overtime) from the perspective of improving productivity and health
management. KPP is tracking overtime including that of personnel in managerial positions, making improvements for
appropriate time management through reporting, and strengthening meetings with industrial physicians to avoid the risk of
health problems occurring.

Furthermore, we are improving and streamlining operations by introducing mobile PCs and new groupware and creating
workflows for existing operations through a business improvement project being implemented by the IT Division.

Health Management

We offer annual health checkups for all employees so that they can continue working in good mental and physical
conditions. For employees who are 3 0O years old and above, we offer health checkups for lifestyle-related diseases and
offer advice on healthcare based on their test results. At the head office, industrial physicians conduct individual interviews
with employees about their health status twice a month under a system to prevent issues before they occur.

We will continue to consider work styles suitable for child care, nursing care, and the new normal, and strive to develop
an environment in which employees can continue to work without worries while striking a good work-life balance.

General Employers Action Plan

Plan period: From April 1, 2020 to March 31, 2023
Details of the Plan:

Target 1 Carry out awareness-raising activities and education for realizing work-life balance for each employee
Target 2 Develop an environment where employees can embrace diverse work styles and fully demonstrate their abilities

Target 3 Promote work-style reform to maintain and improve organizational productivity

Ev— Ratio of empioyees WHG return o work after 1 00 Y Ratio of employees who returned to work after using childcare shortened
taking childcare leave 0 work-hour system 100% (Used by a total of 19 people in fiscal 2020)

Measures to Prevent the Spread of COVID-19

Establishment of a COVID-19 Response Headquarters

The following steps are being taken to prevent infection.

@ Handwashing, gargling, wearing masks, ensuring social distancing, hand sanitizer, installation of acrylic panels and thermography, stag-
gered working hours, implementation of health checks, reduction of attendance through working from home, reviewing behavior standards
as needed according to declarations of a state of emergency or issuance of priority measures to prevent the spread of the disease

Responses to Infected Employees and Their Family Members, and People Suspected of Infection

® Implementation of the necessary work such as coordination with the relevant public health center to investigate the route of infection,

confirmation of close contacts with the infected employees, disinfection of the floors used and other relevant locations

Human Resource Development

Fair Evaluation and Personnel Systems

We believe that it is important to build a system which encourages all employees to work with motivation and allows them
to contribute to the sustainable development of the Company, and have introduced a system to fairly evaluate employees
who have produced results by utilizing their abilities and skills. To boost employees’ motivation while transforming their
awareness and actions, the system provides them with accurate feedback to increase transparency, fairness, and satisfac-
tion of evaluation and offers opportunities not only for the pursuit of results but also improvement in both abilities and cor-
porate activities.

Education and Training System for Human Resource Development

We have introduced e-learning programs to support employees’ self-development to maximize individual capability and
draw out the ability to flexibly respond to new business environments. Personnel development starts with new employee
training and encourages employees’ autonomous growth through education corresponding to each step such as on-the-
job training in the frontline and training by rank. We also encourage employees to participate in training for improving their
specialized skills.
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Social Initiatives

Basic Approach

The KPP Group proactively engages in local community-based activities to fulfill its role as a good corporate citizen. Based
on the Group’s Guidelines for Corporate Conduct, we will strive to return profit to society through our corporate activities

and widely contribute to the development of community and society.

® Cosponsoring activities of the C. W. Nicol Afan

® Forest and river restoration, protection of ecosystem
Woodland Trust

Protect environment

@ Participation in a Rooftop Greening Project in Ginza ® Contribution to urban greening

® Cosponsoring activities of the Japan Rugby Football ® Contribution to the development of a healthy and vibrant

Promote sports . ) )
Union society through promoting sports

® Exchange with local children

Develop human @ Creation of opportunities for children to learn and

resources experience

® Papermaking class at Miyanomori Elementary School,
Higashi-Matsushima City

@ Publication of public relations magazine TSUNAGU ® Understanding and handing down of culture, art, and

ISl TSUNAGU GALLERY exhibition

tradition primarily related to paper

® Donations for natural disasters ® Restoration and reconstruction of local communities
Support disaster

recovery

® Announcement of providing company buildings as a o ) .
) o ® Contribution to the lives of local residents
local evacuation site in the event of an emergency

® Support for United Nations WFP activities ® Eradication of hunger

Provide food assistance
® Donation of disaster food stock to the Second Harvest ® Reduction of food loss
food bank ® Food assistance

Initiatives to Resolve Social Issues

Response to Demand for Packaging and Visual Communication

Since the listing of the Company, the KPP Group has implemented an inorganic strategy, and acquired companies with
strengths in the packaging business and the visual communication business, such as Spicers and Antalis. Antalis serves
the world’s leading brand owners, and has six design centers in Germany, the United Kingdom, Poland, and the Nether-
lands. In Japan, we have newly established the Advanced Business Development Division, and also established the Visual
Communications Section and Packaging Solutions Section to encourage businesses that transcend traditional paper and
coordination with overseas Group companies.

KOKUSAI PULP&PAPER CO.,LTD.

Promotion of Paper Culture and Book Culture

Publication of Public Relations Magazine TSUNAGU and Exhibition of Works of Art in
TSUNAGU GALLERY

TSUNAGU (a Japanese word meaning connect) is a public relations magazine that con-
nects paper with culture, paper with business, and paper with people based on the theme
of rediscovering the appeal of paper. In
the series “Letters Speak” that is in its
seventh year, essayist Tomone Uemura
writes about the merits of handwriting
while introducing letters from prominent
people that he has on hand. We have es-
tablished TSUNAGU GALLERY on the
entrance of the first floor of the head of-
fice, and provide opportunities to actually
see artists’ works of art and paper prod-
ucts covered in the public relations maga-
zine. . . ——

HE+®

BB F>

Interaction with Local children

Every year, KPP subsidiary Narumiya Kami-shoji Co., Ltd., which is involved in Send-
ai's Tanabata festival, displays Tanabata decorations at the entrance of our head office
as an opportunity for local residents to actually see its activities. Children of the Pocket
Land Akashi Nursery School and the Akashi Kindergarten near our head office visited
and enjoyed viewing the Tanabata bamboo decorations, heard a talk on Tanabata, and
wrote their wishes on the tanzaku papers and tied them to the bamboo trees. During
Halloween, children dressed in costumes visit our head office and are given candy by
our employees. Such interaction has been suspended due to the impact of COVID
-19, but we will continue to provide local children with opportunities to come in con-
tact with tradition and culture.

Papermaking Class at Miyanomori Elementary School, Higashi-Matsushima City

The Group endorses the Great East Japan Earthquake reconstruction project promoted by the C. W. Nicol Afan Woodland
Trust. As part of this, we support the cultivation and harvesting of raw materials for Japanese paper and Japanese paper-
making lessons at the Miyanomori Elementary School, Higashi-Matsushima City. We invited Mr. Rogier Uitenboogaart, an
artist of Japanese handmade paper with a close relationship with our public relations magazine TSUNAGU and TSUNAGU
GALLERY, as a lecturer. The students collected kozo (paper mulberry) and mitsumata (Oriental paper bush) planted in the
forest at the back of the school building and made Japanese paper using them as raw materials along with local plants and
seaweed. Through the experience of making Japanese paper, students learned about traditional Japanese culture and the
environment in Higashi-Matsushima where they live.

=y
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Members of Directors of the Board

Haruyoshi Asada

Director of the Board
Managing Executive Officer
Head of Corporate Administration Headquarters

2020 Director of the Board
Managing Executive Officer (to present)

Makoto lkuta

Director of the Board
Managing Executive Officer
Head of the Global Business Headquarters

2017 Director of the Board
Senior Executive Officer

2018 Director of the Board
Managing Executive Officer (to present)

Toshiro Kobayashi

Outside Director of the Board
Audit and Supervisory Committee Member

2010 Establishes and becomes Member of
Toshiro Kobayashi Certified Public
Accountant Office (to present)

2015 Outside Director of the Board

Mina Ito

Outside Director of the Board
Audit and Supervisory Committee Member

2020 Special Advisor, Baker & McKenzie

(to present)

2020 Establishes and becomes CEO of ZENMONDO

Co., Ltd. (to present)

Audit and Supervisory Committee
Member of the Company (to present)

2020 Corporate Auditor, C'BON COSMETICS Co.,Ltd.
(to present)

2021 OQutside Director of the Board

Audit and Supervisory Committee Member of the

Company (to present)
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Masatoshi lkeda Tatsushi Yano
Director of the Board Director of the Board Director of the B
Audit and Supervisory Committee Member Managing Executive Officer Chairman &
Head of the National Sales Headquarters

Tadashi ara

Director of the B 3 sid I i Outside Director of the Board
President &

Kazuyuki Takiguchi

2019 Outside Director of the Board of the
Company (to present) b

2019 Outside Director
MANI, INC. (to present)

2020 Director of the Board
Managing Executive Officer (to present)

21 Director of the Board :
Audit and Supervisory Committee Member
(to present)

SN \\(\As of June 30, 2021)

{ \ \ o \ . N
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Messages from Outside Directors

We asked our outside directors about future challenges in raising corporate value.

Toshiro Kobayashi

Outside Director of the Board and Audit and Supervisory Committee Member

October 1977  Joined Tetsuzo Ota & Co.

April 1982 Registered as Certified Public Accountant

July 1991 Joined Maruyama & Kobayashi Tax Accounting Office
August 1991 Registered as Certified Tax Accountant

June 2005 Outside Corporate Auditor of the Company

January 2010  Established and became Member of Toshiro Kobayashi
Certified Public Accountant Office (to present)

June 2015 Outside Director of the Board and Audit and Supervisory
Committee Member of the Company (to present)

(As of June 30, 2021)

In the 147th fiscal year that could only be described as tu-
multuous, the KPP was able to obtain a global business
foundation as a paper trading company as a result of suc-
cessfully acquiring Antalis, and, albeit with great sacrifice,
freeing itself from the China business reliant on the Samson
Group to create its own sales offices.

It is my view that the key management issues faced by the
Group are solidifying its global business foundation, building
a management structure capable of providing Group syner-
gies, and rebuilding the growth strategy of KPP itself in the
contracting paper market.

As an Audit and Supervisory Committee Member, | would
like to closely share information with the auditing firm and the
internal audit department and pay particular attention to risk
management (financial risks).

KOKUSAI PULP&PAPER CO.,LTD.

Mina Ito

Outside Director of the Board and Audit and Supervisory Committee Member

June 1996 Joined Baker & McKenzie
January 2004  Partner, Baker & McKenzie
January 2020  Special Advisor, Baker & McKenzie (to present)

May 2020 Established and became CEO of ZENMONDO Co., Ltd. (to
present)

June 2020 Corporate Auditor, C’'BON COSMETICS Co.,Ltd. (to present)

June 2021 Outside Director of the Board and Audit and Supervisory

Committee Member of the Company (to present)

(As of June 30, 2021)

| joined the management and employees of the KPP Group
as an Outside Director of the Board and Audit and Supervi-
sory Committee Member in 2021. Something | have noticed
with my fresh perspective shortly after being appointed is
that KPP is an appealing company that has both a long his-
tory spanning back to being founded in the Taisho Period,
and also an image of boldly facing challenges such as being
listed and acquiring Spicers and Antalis in recent years. |
think this balance of tradition and innovation may be the se-
cret to contributing to society as an excellent company over
the next hundred years.

As an Outside Director of the Board and Audit and Super-
visory Committee Member serving as both a director and a
corporate auditor, | will aim for not only routine compliance,
but living and breathing governance and management that is
deeply rooted in the workplace. | would like to play a role in
making everyone’s story by asking why, with questions such
as “What is the purpose of the Company?” “What message
will be sent to society?” and “Why is each employee doing
this work?”

Tatsushi Yano

Outside Director of the Board

April 1974 Joined Tomen Corporation

June 2003 Executive Officer, General Manager of North America, Tomen
Corporation

April 2006 Director, Sanyo Chemical Industries, Ltd.

June 2006 Director and Executive Officer, Sanyo Chemical Industries,
Ltd.

June 2010 Director and Managing Executive Officer, Sanyo Chemical
Industries, Ltd.

June 2012 Director and Senior Managing Executive Officer, Sanyo
Chemical Industries, Ltd.

June 2016 Company Advisor, Sanyo Chemical Industries, Ltd.

June 2018 Retired from Sanyo Chemical Industries, Ltd.

June 2019 Outside Director of the Board of the Company (to present)

November 2019  Outside Director, MANI, INC. (to present)

(As of June 30, 2021)

| have served as Outside Director since June 2019. Over
these two years, KPP has quickly steered toward inorganic
growth with the acquisition of Spicers and Antalis, accelerat-
ing global expansion. Meanwhile, we have also been busy
dealing with a variety of issues such as the occurrence of
bad debt associated with the failure of the Samson Group in
Hong Kong and China, and incorporating the business cov-
ered by Samson into Keishin Papers Trade in China. The
overseas business has reached the same scale as that of the
original domestic business, making global governance the
most important issue. At the same time, it is also vital to
strengthen internal control including that abroad to minimize
risk. Furthermore, in order to aim for the Prime Market, we
must strengthen governance, ensure transparency through
the voluntary Nomination Committee and Compensation
Committee, and take initiatives aimed at sustainability. To ad-
dress these issues, | will utilize my past business manage-
ment experience in a trading company and a manufacturer
to not only engage in supervising business execution but
also thinking and discussing these management issues to-
gether as an outside director to contribute to the KPP
Group’s sustainable growth and thus improve its corporate
value.

Mari Sagiya

Outside Director of the Board

April 1985 Joined IBM Japan, Ltd.

July 2002 Director, IBM Japan, Ltd.

July 2005 Executive Officer, IBM Japan, Ltd.

July 2014 Retired from IBM Japan, Ltd.

July 2014 Managing Executive Officer, SAP Japan Co., Ltd.

December 2015  Retired from SAP Japan Co., Ltd.

January 2016 Managing Executive Officer, Salesforce.com, Inc.

June 2019 Qutside Director, IBJ Leasing Company, Limited (currently,
Mizuho Leasing Co., Ltd.) (to present)

June 2019 Qutside Director of the Board of the Company (to present)

August 2019 Retired as Managing Executive Officer, Salesforce.com, Inc.

March 2020 Qutside Director, MonotaRO Co., Ltd. (to present)

June 2021 Outside Director, JBCC Holdings Inc. (to present)

(As of June 30, 2021)

With the completion for the acquisitions of Spicers in Austra-
lia and Antalis in Europe, the employees and business port-
folio of the KPP Group have changed significantly. | am
certain we can take this opportunity for Group companies to
introduce each other’s best practices and learn from each
other to find many hints for future business growth. This
must be premised upon further fostering of a corporate cul-
ture that emphasizes diversity and inclusion.

The Nomination Committee has begun working. As digiti-
zation and DX progress, and competition intensifies, we will
assume that the experience and skills required of the man-
agement team are not the same as in the past, and proceed
to discuss this as an important matter for consideration.
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Corporate Governance

The KPP Group has prioritized the construction and continual enhancement of corporate governance systems in order to
fulfill the mandate we have received from our stakeholders —including shareholders, customers, suppliers, local communi-
ties, and employees—which is to deliver sustainable growth and medium- to long-term improvement of its corporate value.
In June 2015, we shifted our governance structure to that of a company with an audit and supervisory committee, moving

toward management with greater transparency and improved mobility.

Our Audit and Supervisory Committee, of which outside directors comprise a majority, performs auditing and supervision
of the legality and appropriateness of business execution. Also, we employ an executive officer system in which directors,
who are members of the Board of Directors, handle decision-making and supervision functions while executive officers

handle business execution functions.

Through this we have clearly differentiated management decision-making and supervisory functions from business exe-

cution functions.

In May 2021, the Nomination Committee and the Compensation Committee were established as voluntary advisory bod-
ies to the Board of Directors to further enhance corporate governance and strengthen accountability.

Corporate Governance Structure

General Shareholders’ Meeting

Appointment Appointment = .
o o Statement of opinions Appointment
and dismissal and dismissal o
and dismissal
Board of Directors l ‘
g Audit and Supervisory
A =] Committee v
Nomination 2 . 20000 .
Committee © Directors ' ' ' ' ' Directors of the Board o Cooperation Accounting
< (Audit and Supervisory Auditor
Audit Committee)
Advice/ el A
Supervision
Compensation
N . . Outside Directors ’
Committee R Outside Director of the Board o Cooperaton
> of the Board (Audit and Supervisory 2
5 Committee) 5 ('%
B bS]
(Voluntary committess) | 2 ] 2
c
Q o]
3 <
&
Appoint t, dismissal,
Supervision Reporting ppowT r.nen dismissa
supervision
Major meetings v v

Management Committee

T Submission

Human Resources Committee

Investment Committee

Committee of Internal Control

Reporting

Over Financial Report

CSR Committee
* Compliance Committee

* Risk Management Committee

* Environmental Management Committee
* Occupational Safety Committee
 Information Security Committee

Reporting

Reporting Instructions

Internal Audit
Office

Audit

¢ Signifies Business Execution.

i Signifies Internal Directors. Signifies Outside Directors.

KOKUSAI PULP&PAPER CO.,LTD.

History of Corporate
Governance Enhancements

April 2012 Introduced the executive officer system

Shifted to a company with an audit and supervisory

June 2015 committee

June 2017 Abolished the advisor/consultant system

Increased the number of independent outside

June 2017 ireciors to three

Increased the number of independent outside

June 2019 iractors to four

June 2019 Elected and appointed a female Director of the Board

Established the voluntary Nomination Committee and

May 2021 Compensation Committee

Management Committee

The Company has set up the Management Committee to
supplement the Board of Directors. The Committee is made
up of the internal Directors of the Board (excluding Audit and
Supervisory Committee members), and Executive Officers
ranked Managing Executive Officers and above, to discuss
business challenges more promptly and in greater detail.

Number of meetings
in fiscal 2020

CSR Committee

We have established a CSR Committee chaired by the Chair-
man & CEO to improve the transparency and reliability of our
business activities. It has five subcommittees: the Compli-
ance Committee, Risk Management Committee, Environ-
mental Management Committee, Occupational Safety
Committee, and Information Security Committee, which con-
sider various issues and offer proposals for improvement.

I
@ Nomination Committee
]

The committee was newly established in May 2021 with in-
dependent outside directors making up the majority of its
members. Its role is to provide recommendations to the
Board of Directors on increasing the fairness, transparency,
and objectivity of procedures related to nomination of candi-
dates for director, the representative director succession
plan, and the appointment and dismissal of directors (includ-
ing representative directors).

M )
m Board of Directors

Ten directors, including four outside directors, make determi-
nations on important management matters and provide su-
pervision on business execution. In order to achieve
sustainable growth and medium- to long-term improvement
of corporate value, we are taking advantage of the abundant
business experience of our internal directors, as well as the
practical and specialized perspectives of our outside direc-
tors, working toward the realization of appropriate deci-
sion-making and management supervision.

Number of meetings
in fiscal 2020

Audit and Supervisory
Committee

The three Audit and Supervisory Committee members with
voting rights in the Board of Directors—including two outside
directors— work to verify the circumstances and operating
conditions of governance, as well as to optimize the func-
tioning of the Board of Directors. Audit and Supervisory
Committee members who are employed full-time attend im-
portant meetings and offer auditing and supervision of the
directors’ performance, including providing their opinions on
management in general, or on individual matters, from a fair
and impartial standpoint. Further, Audit and Supervisory
Committee members hold briefing sessions on a regular ba-
sis with the Internal Audit Office, which serves as the internal
audit department, and provide instructions as necessary in
response to reports on internal control assessment regarding
internal audits and financial reporting. They also coordinate
with the Accounting Auditor on a regular basis and receive
reports on the progress of audits, and proactively offer opin-
ions and exchange information as needed.

Number of meetings
in fiscal 2020

°® . .
a Business Execution
7 )\

a2a Structure

We have introduced an executive officer system in order to
enhance the decision-making and supervisory functions of
the Board of Directors, as well as to streamline and expedite
business execution. Designated duties are performed under
the instruction and supervision of the Director of the Board
(President & Executive Officer).

q Compensation
U

Committee

The committee was newly established in May 2021 with in-
dependent outside directors making up the majority of its
members. Its role is to provide recommendations to the
Board of Directors on increasing the fairness, transparency,
and objectivity of procedures related to the compensation,
etc. of directors (compensation levels, ratio of fixed compen-
sation and performance-linked compensation).
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Corporate Governance

The KPP Group has constructed a corporate governance system to ensure that decision-making is conducted in a trans- CSR Committee

parent, fair, expeditious, and decisive manner with a balance between management supervision and business execution. The KPP Group established a GSR Committee in 2013. It is chaired by the Chairman & CEO and has the chairpersons and

vice-chairpersons of its subcommittees as members. The CSR Committee receives annual reports and information on the
status of activities by its subcommittees —the Compliance Committee, Risk Management Committee, Environmental Man-
agement Committee, Occupational Safety Committee, and Information Security Committee—and considers topics for im-
provement on an as-needed basis, working to improve and energize CSR activities comprehensively. In the event that a
serious situation were to occur regarding compliance with laws and regulations, the Chairman & CEO would undertake
himself appropriate disclosure of information to society and demonstrate accountability by working to promptly resolve the
issue. Also striving to identify the cause and prevent recurrence of the issue, he would clarify where authority and responsi-
bility lies, and respond rigorously without excluding himself.

Outside Directors

The KPP Group considers securing managerial indepen-
dence to be of great importance for the protection of gen-
eral shareholders. Accordingly, we have formulated our own
Criteria for Assessing the Independence of Outside Direc-
tors. At present, we have appointed four independent out-
side directors.

410

(As of June 30, 2021) . .
CSR Organizational Structure

CSR Committee

Chairperson: Madoka Tanabe, Director of the Board, Chairman & CEO

Roles of Independent Outside Directors

The KPP Group’s independent outside directors have several primary roles. One is to provide as-needed verification and
evaluation of management performance and the status of activities undertaken by the management team with reference to
the management strategy and management plan determined by the Board of Directors. They also judge the propriety and
announce their findings of entrusting management of KPP to the current management team from a viewpoint considering
shareholders’ common interests.

Name

Tatsushi Yano

Outside Director

Reason for appointment

Mr. Yano has held officer positions along with experience in overseas business for many years at operating
companies (trading companies and manufacturers). We deemed him to be well-qualified as an outside director
whose advice on KPP’s management and supervision of our business execution will be beneficial due to his
abundant experience with M&A, post-merger integration (PMI), business reorganization, and restructuring.

Mari Sagiya

Outside Director

Ms. Sagiya has held officer positions along with experience in the business sector at the forefront of the IT
industry. We deemed her to be well-qualified as an outside director whose advice on KPP’s management and
supervision of our business execution will be beneficial due to her specialized perspective in promoting and
expanding the introduction of IT, such as digital transformation.

Toshiro Kobayashi

Outside Director and Audit and
Supervisory Committee Member

Mr. Kobayashi is a certified public accountant and tax accountant, and he possesses considerable knowledge in
finance, taxation, and accounting. We deemed him to be well-qualified as an outside director and Audit and
Supervisory Committee member based on his abundant business experience and achievements.

Mina Ito

Outside Director and Audit and
Supervisory Committee Member

Ms. Ito is well versed in corporate law in general as an international attorney, and has extensive experience in
M&A, global business strategy, and management support. We deemed her to be well-qualified as an outside
director and Audit and Supervisory Committee member because she can be expected to audit and supervise our
business execution.

Analysis and Evaluation of the Board of Directors’ Efficiency

The KPP Group has analyzed and evaluated the Board of Directors’ efficiency in order to improve the functioning of the
Board of Directors as described below:

whole.

compensation.

In the fiscal year ended March 31, 2021, as in the prior fiscal year, the KPP Group cooperated with an outside orga-
nization to survey all directors, shared the survey results and deliberated on the findings at a meeting of the Board of
Directors. As a result, the evaluation was made that the Board of Directors’ efficiency was sufficiently ensured as a

An issue was raised on how agendas were set for board meetings in the analysis and evaluation conducted in the
prior fiscal year. To secure sufficient time to deliberate on topics of greater importance, we reduced the items resolved
at and reported to the Board of Directors and Management Committee and made efforts such as summarizing and
reducing monthly report materials. However, it was pointed out that there is still room for improvement in areas such
as the introduction of key management indicators in reporting materials.

Furthermore, it was also pointed out that it is necessary to further improve the objectivity and transparency of the
processes for nominating directors and determining compensation. We have taken steps to make improvements
such as establishing a Nomination Committee and Compensation Committee with outside directors making up the
majority of their members, and introducing short-term incentive compensation linked to performance for directors’

44  KOKUSAI PULP&PAPER CO.LTD.

Committee members: Chairpersons and Vice-Chairpersons of each Committee
Activities: General deliberations on CSR, consideration of social contribution activities

Risk Management

Compliance Committee Committee

Compliance Committee

e Themes for the fiscal year under review: Ensure compliance
with laws, regulations, and company rules by embedding
an awareness of the importance of compliance.

e Activities in the fiscal year under review: Provide ongoing
training for employees to raise their awareness of com-
pliance, including education on the prevention of insider
trading and harassment. Continue efforts to raise com-
pliance awareness and provision of other educational
activities including at subsidiaries and affiliates. In addi-
tion, further raise awareness of the internal reporting
counter set up to promote an early discovery of and ex-
peditious response to compliance violations.

Risk Management Committee

e Themes for the fiscal year under review: Maintain a compa-
ny-wide BCP (assuming situations such as disasters,
wind and water damage, and pandemics) in addition to
identifying, analyzing, and evaluating risks.

e Activities in the fiscal year under review: Review the mea-
sures taken in response to the identification, analysis,
and evaluation of risks conducted last fiscal year. Also,
revise the risk map, organize a BCP manual, and contin-
ue managing product complaints and providing safe
driving training as in the previous years.

Environmental Management Committee

e Themes for the fiscal year under review: Incorporate external
challenges such as reduction of greenhouse gas emis-
sions into the environment management system (EMS)
established under ISO 14001 and further enhance the
EMS.

e Activities in the fiscal year under review: Conduct a review
of quantified reporting methods for greenhouse gas
emissions and absorption volume, and the introduction

Environmental Management Occupational Safety

Information Security
Committee Committee Committee

of third-party reviews. Also revise the EMS manual and
proceed to introduce it in fiscal 2021. Hold internal work-
shops on environmental topics.

Occupational Safety Committee

e Themes for the fiscal year under review: Promote activities
aimed at improving the safety and quality of the work-
place environment, including in domestic subsidiaries
and affiliates. Examine the results of such activities and
apply the PDCA cycle.

e Activities in the fiscal year under review: Hold periodic meet-
ings of the Safety and Health Committee, based on the
frameworks ensuring safety and health at each location,
and implement measures to strengthen management of
overtime labor and encourage employees to take paid
leave. Continue providing stress checks and interviews
with industrial physicians. Provide labor and safety man-
agement support from the head office to domestic sub-
sidiaries and affiliates.

Information Security Committee

e Themes for the fiscal year under review: Enhance IT gover-
nance over Group companies and implement measures
to address IT risks through the KAEDE Project* that en-
compasses the entire KPP Group.

o Activities in the fiscal year under review: Deploy the KAEDE
Project introduced in KPP to Group companies. Also
conduct targeted e-mail attack drills and provide content
leading to heightened awareness of security for employ-
ees.

*KAEDE Project: A project promoting security enhancement in the entire KPP Group, build-
ing of information communication infrastructure, and improvements to the
environment in line with the growing use of ICT and diverse work styles.
KAEDE is an acronym of “KPP Advanced Exploration Development Enter-
prise System.”

Integrated Report 2021

45

2]
c
(7}
o
)
=1
Y
g
-
<
(]
@
<
i)
8
o]
«Q
<



46

Corporate Governance

Officer Compensation

Basic Policy Regarding Compensation for Directors, etc.

1. The structure of compensation for directors, etc., takes into account not only their short term business achievements but
also their contributions to increasing corporate value. The value they have provided will also be shared with shareholders.

2. The amounts of compensation for directors, etc., are determined in consideration of a balance of various factors such as
their achievements and industry trends.

3. The amount of compensation is determined by the Board of Directors, with pertinent participation and advice from inde-
pendent outside directors, within the scope of total remuneration determined at General Shareholders’ Meetings.

Compensation Structure

1. Compensation for directors (not including outside directors, or directors who are Audit and Supervisory Committee mem-
bers) consists of three categories: the “fixed compensation,” “bonuses,” and “performance-linked stock-based compen-
sation.”

2. Compensation for outside directors and directors who are Audit and Supervisory Committee members consists of the
“fixed compensation” only.

Based on compensation limits for directors (excluding those who are Audit and Supervisory Committee members) and di-
rectors who are Audit and Supervisory Committee members that were approved by a resolution of the 144th Ordinary Gen-
eral Shareholders’ Meeting held on June 28, 2018, KPP has established the total amount of compensation, etc., for each
category of officer, the total amount of compensation, etc. by type, and number of applicable officers during fiscal 2020 as
follows:

Non-monetary compensation Number of

Officer classifications Compensation totals — o applicable officers
. : erformance-linke
Fixed compensation Bonuses stock-based compensation
Directors
Excluding Audit and Supervisory Committee 187 158 10 18 7

members and Outside Directors

Audit and Supervisory
Committee members*? 19 19 - - 1
Excluding outside directors

Outside directors*? 28

Unit: Million yen Unit: Persons

Notes: 1. The compensation, etc. paid above does not include the employee salary portion of directors who concurrently serve as employees.

2. The numbers above include two directors (not Audit and Supervisory Committee members or Outside Directors) who retired during the fiscal year under review. The compensation, etc.
paid above includes the amounts of compensation for two Directors (not Audit and Supervisory Committee members or Outside Directors) for the period they held their positions during
the fiscal year under review.

. At the 144th Ordinary General Shareholders’ Meeting held on June 28, 2018, the Company resolved to introduce performance-linked stock-based compensation (officer compensation
BIP trust) for directors (excluding Audit and Supervisory Committee members and outside directors) and executive officers who have entered into delegation agreements. The above per-
formance-linked stock-based compensation is the amount recorded under expenses pertaining to share points granted during the fiscal year under review in relation to the officer com-
pensation BIP trust.

. The Company’s directors offered to decline receipt of part of the above compensation in light of the Company’s performance during the fiscal year under review and the situation the
Company is in, and the above amounts reflect this reduction. (Persons who decline receipt of part of compensation and details thereof)

Representative Directors: 50% reduction of monthly fixed compensation for three months
Directors (excluding Representative Directors, Audit and Supervisory Committee members, and outside directors): 10% reduction of monthly fixed compensation for three months
Directors who are Audit and Supervisory Committee members (excluding outside directors): 10% reduction of monthly fixed compensation for three months

w

EN

Review of Content of Compensation System and Procedures Related to Determination Thereof from Fiscal 2021

As part of the review of the content of the compensation system and procedures related to determination thereof according
to the basic policy on the compensation system, we conducted a review of the level and design of bonuses from fiscal 2021
and established a Compensation Committee for the purpose of increasing the linkage between compensation of directors
(excluding outside directors and directors who are Audit and Supervisory Committee members) and performance and en-
hancing the objectivity and transparency of the process for determining compensation. The Compensation Committee was
newly established in May 2021 with independent outside directors making up the majority of its members. Furthermore, the
level and design of bonuses from fiscal 2021 were confirmed by the Board of Directors to be in line with the basic policy on
the compensation system, and determined with reference to the opinion of an external expert organization.

KOKUSAI PULP&PAPER CO.,LTD.

Structure of Compensation from Fiscal 2021

Percentage of compensation (approximate)
*The figures in square brackets indicate the percentages for fiscal 2020

Type of Directors

Outside directors and directors
who are Audit and Supervisory
Committee members

) . o Process for determining compensation
compensation, etc. (excluding outside directors and

directors who are Audit and
Supervisory Committee members)

® The amount paid to each individual is calculated
o based on internal rules for each position within the
(e"CA'ﬂg;{‘gnd(;fgﬁseffv‘i’;ggyare limit of maximum amount, deliberated upon by the
" Compensation Committee, and determined by the
~BBRO o, s
64~66% 100% Committee members) Board of Directors.

Directors

Fixed
compensation [71~72%)] [100%]

Directors who are @ Determined through discussion in the Audit and
Audit and Supervisory  Supervisory Committee based on internal rules
Committee members  within the limit of the maximum amount.

® Performance-linked monetary compensation that varies according to the
level of achievement of performance targets each fiscal year as a short-term
incentive
® Amount paid = monthly amount of fixed compensation
24~25% x multiplier for position x performance-linked coefficient
Bonuses - (Changes the amount calculated by monthly amount of fixed
[17~18%] compensation x multiplier for position within a range of 0 to 200%
according to the level of achievement of performance targets for
each fiscal year set at the start of the fiscal year)
® |ndicators for determining the performance-lined coefficient: EBITDA, ROA,
consolidated net sales

® Performance-linked stock-based compensation that varies according to the
level of achievement of performance targets each fiscal year as a medium-
to long-term incentive
(Positions and achievement of targets are converted into points, and the Company’s
shares are granted according to the number of points)

® |n consideration of job responsibilities, etc., the payment ratio is determined
so that the higher the position of the director, the higher the perfor-

Performance-linked 10~11% mance-linked compensation.

stock-based -

compensation [11~12%] ® Points granted = basic points* x performance-linked coefficient

(The points granted are provided within the range of 0 to 200%
of the basic points according to the level of achievement of per-
formance targets each fiscal year as published in the financial re-
sults.)

® |ndicators for determining the performance-linked coefficient: consolidated

operating income, consolidated net sales, profit attributable to owners of
parent

* Equation for calculation of basic points: Base amount specified for each position + average closing price of the Company’s shares on the Tokyo Stock Exchange the month prior to the month in
which the calculation period begins

Succession Plan

The Company does not currently conduct planning for the successor of the Chief Executive Officer, etc. or oversee such
planning in the Board of Directors. However, it established a Nomination Committee with independent outside directors
making up the majority of its members in May 2021 to perform an advisory role to the Board of Directors, and has begun
considering a succession plan for Representative Directors.

Initiatives to Strengthen Group Governance

Since it was listed in 2018, KPP has acquired Spicers, which is the largest European paper distributor, in Australia, in 2019,
and Antalis, which is a major European paper distributor, in 2020. As a result, the importance of global group governance
has increased to a level incomparable with the past. This fiscal year, which is the preparation period for the third medi-
um-term management plan, we will globally expand the CSR Committee and strengthen governance systems. Furthermore,
we have formulated risk maps for each location for risk management, and are making preparations to formulate a risk map
for the entire Group in the future. The Internal Audit Office, which serves as the third line of defense in governance of the en-
tire Group, has hired personnel with extensive experience in the Internal Audit Office at the head office, and assigned key
personnel in overseas locations to put in place a comprehensive system.
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Message from Head of Corporate Administration Financial Highlights (Five-Year Summary)

Unit: Million yen

Fiscal year ended Fiscal year ended Fiscal year ended Fiscal year ended Fiscal year ended
March 31, 2021 March 31, 2020 March 31, 2019 March 31, 2018 March 31, 2017
Balance sheet
Current assets 200,672 136,546 187,757 141,961 137,577
Fixed assets 74,447 52,771 53,853 56,205 46,668
Current liabilities 190,993 121,293 126,484 134,589 128,615
Fixed liabilities 40,544 20,746 14,900 15,881 11,586
Interest-bearing liabilities 83,272 47,808 41,357 49,693 43,596
Net assets 43,489 47,184 50,117 47,546 43,927
n
Haruyoshi Asada ROE (%) 3.12 2.53 512 5.32 5.22
Director of the Board Total assets 275,119 189,317 191,610 198,166 184,245
Managing Executive Officer
Head of Corporate Administration Headquarters ROA (%) 0.61 0.65 1.28 1.27 1.20
Equity ratio (%) 15.8 24.9 26.2 24.0 23.8
In the fiscal year ended March 31, 2021, the Group’s business results in the second year of the second medi- Profit and loss statement
- illi Y i -
.um term management plan were. ngt sales of 4I30,IATO4 million yen (up 12.8@ 'y.ear on year). With reggrq t.o operat Net sales 430,404 381,397 384,973 377,714 366,777
ing margin, although gross profit increased significantly due to the acquisition of overseas subsidiaries in the
previous fiscal year and the fiscal year under review, as a result of posting a provision of allowance for doubtful Gross profit 51,915 23,708 22,064 22,008 21,115
accounts of 11,627 million yen due to delays in the recovery of trade receivables related to the application of pro- Ratio to net sales (%) 12.06 6.22 5.73 5.83 5.76
visional liquidation procedures in a business partner in Hong Kong and China, the Group posted an operating Operating income (9,035) 1,850 2280 2362 1,031
loss of 9,035 million yen (operating income of 1,850 million yen in the previous fiscal year) and ordinary loss of
. 0 _
12,041 million yen (ordinary income of 2,194 million yen in the previous fiscal year). Profit attributable to owners of Ratio to net sales (%) 0.49 0.59 0.63 0.28
parent was 1,416 million yen (up 15.0% year on year) as a result of gain on the sale of real estate holdings. Ordinary income (12,041) 2,194 2,518 3,086 1,114
Furthermore, the equity ratio decreased by 9.1 percentage points compared with the end of the previous fiscal Ratio to net sales (%) - 0.58 065 0.82 0.30
year to 15.8%, but this was primarily due to an increase in total assets resulting from the acquisition of Antalis S.A.S. o
. . L . . Profit attributable to owners of parent 1,416 1,232 2,497 2,433 2,215
In the second medium-term management plan, our basic growth strategy is inorganic growth, and we intend
to increase our earning capacity by operating a hybrid business model utilizing our global network. Ratio to net sales (%) 0.33 0.32 0.65 0.64 0.60
The KPP Group’s basic stance on capital policy is to seek to improve corporate value and provide stable re- Statement of cash flows
turns to sﬁareholders. We aim to increase d|V|Ider1ds through growth in earnlmgs while considering the balance Operating cash flow 6,472) 4,905 4,217 4,019 1114
between investment and shareholder returns with a target dividend payout ratio of 30% or more.
Going forward, we will strive to achieve dramatic growth as we approach the 100th anniversary of the Compa- Investment cash flow A (6,400) 1,130 (7,920) 5,596
ny’s founding by strengthening overseas business and executing portfolio reform. Financial cash flow 6,597 5,504 (6,623) 5,760 (6,791)
Ending balance of cash and cash-equivalents 30,543 7,775 2,838 4,135 2,291
Total assets and equity ratio Per-share data
Il Total assets (Billion yen) @ Equity ratio (%) Net profits per share (Yen) 19.70 16.86 34.74 36.55 33.27
Net assets per share (Yen) 605.71 649.48 685.21 714.05 659.69 .
T
il Annual dividend per share (Yen) 10.00 10.00 10.00 8.00 8.00 %
o
Other indices 2
8
Total asset turnover (%) 156.4 201.5 200.9 190.6 199.1 §
Dividend payout ratio (%) 50.8 59.3 28.8 21.9 24.0
Debt-to-equity ratio (%) 191.5 101.3 82.5 104.5 99.2
Current ratio (%) 105.1 112.6 108.9 105.5 107.0

Notes: 1. Net assets reflects a total from which non-controlling interests have been deducted.
2. Partial Amendments to Accounting Standard for Tax Effect Accounting (ASBJ Statement No. 28, February 16, 2018) have been applied since the beginning of the fiscal year ended
March 31, 2019. Indices for the fiscal year ended March 31, 2018, reflect the retroactive application of the accounting standard.

©

ROE is calculated based on an average of net assets in the current period and in the preceding period.
ROE (return on equity) = profit attributable to owners of parent/net assets

IN

. ROA is calculated based on an average of total assets in the current period and in the preceding period.
ROA (return on assets) = profit attributable to owners of parent/total assets

March 2017 March 2018 March 2019 March 2020 March 2021
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Non-Financial Highlights (Five-Year Summary)

Personnel Data”' FY2020 FY2019 FY2018 FY2017 FY2016
[Consolidated] Number of
employees (persons) 5,530 1,288 1,005 956 976
Male 408 414 413 423 449
[Non-consolidated] Number of
employees (persons) Female 252 254 245 242 250
*Excluding fixed-term employees and
post-retirement workers
Total 660 668 658 665 699
Male 97.4 97.3 97.2 96.3 95.7
Men and women in management
positions (%)
Female 2.6 2.7 2.8 3.7 4.3
Average length of continuous
service (years) 18.1 17.8 18.2 18.3 17.7
Persons with disabilities employed 28 26 26 55 19
(%) ’ ' ' ’ '
Continued employment system 29 ) o6 o5 20
users (persons)
Number of new graduates hired 22 32 16 - -
Number of mid-career employees
hired 8 10 21 - -
Total number of employees hired 30 42 37 - -
Mid-career employees hired (%) 27 24 57 - -
Work-Life Balance Data*' FY2020 FY2019 FY2018 FY2017 FY2016
Childcare leave system users
(persons) 9 4 10 12 8
Employees who return to work
after taking childcare leave (%) 100 100 100 85.7 100
Childcare shortened work-hour
system users (persons) 19 1 10 6 6
Staggered work hours users 18 15 14 14 15
(persons)

Environmental Data FY2020 FY2019 FY2018 FY2017 FY2016
Environmentally friendly paper 736,562 772,484 695,032 566,503 334,384
sales (tons)

Forest-certified pulp sales (tons) 157,467 149,308 152,251 128,428 111,284
CO, emissions based on the

ton-kilometer method (t-CO,)* 9,635 10,476 11,593 11,572 11,838
Energy consumption by business 1.008 1086 1177 1180 1 821
operators (kl)*® z ’ ’ ’ '
CO; emissions by business 1,854 2,001 2247 2,355 3,594

operators (t-CO,)

*1: “Personnel Data” and “Work-Life Balance Data” are on a non-consolidated basis, except for “[Consolidated] Number of employees.”
*2: Ton-kilometer is a unit for values obtained by multiplying the weight of each freight carriage in tons by the distance traveled in kilometers.
*3: Figures are crude oil equivalents in kiloliters of the sums of electricity, city gas, LP gas, and kerosene used annually.

KOKUSAI PULP&PAPER CO.,LTD.

Corporate Profile (as of March 31,2021)

Company Overview

Trade name KOKUSAI PULP & PAPER CO., LTD.

Date of establishment November 27, 1924

Madoka Tanabe

Director of the Board,

Chairman & Chief Executive Officer
Tadashi Kurihara

Director of the Board,

President & Executive Officer

Capital 4,723.53 million yen

430.4 billion yen
(the fiscal year ended March 31, 2021) *Consolidated

Representatives

Annual sales

Number of employees 5,530 (as of March 31, 2021) *Consolidated

Business Objectives

e Purchase, sales, import and export of paper and paper processed
goods

® Purchase, sales, import and export of pulp and recovered paper

® Purchase, sales, import and export of chemical products, industrial
chemicals, horticultural chemicals, paper-related machinery,
packaging equipment, industrial electrical equipment, transportation
equipment, electrical components, office equipment, construction
materials, packing and packaging materials, printing-related
supplies, miscellaneous daily necessities, sanitary and medical
materials, fuel for paper mill boilers, industrial products for the
manufacture of paper/paper products, and biomass fuels

e Buying and selling business of used materials and articles

e Collection, transport, and processing/disposal of industrial and
general waste

e Wholesaling, brokerage, agency service, leasing, and processing
related to the previously enumerated categories

e Processing, purchase, sales, import, and export of food items

e Holding, leasing, purchase, sales, management, and brokerage of
real estate

e Contracting of construction work

e Supervision of construction and design of architectural structures
e Warehousing

e Agency service related to property insurance

e Owning of and investments in securities

e Any and all businesses ancillary to the previously enumerated
categories

Shareholdings
Total number of authorized shares 267,500,000
Total number of issued shares 73,244,408

(As of October 1, 2021)

Shareholders

e Oji Holdings Corporation

o Nippon Paper Industries Co., Ltd.

o Mizuho Bank, Ltd.

e KPP Employee Stock Ownership

® The Master Trust Bank of Japan, Ltd.
o MUFG Bank, Ltd.

e Sumitomo Mitsui Banking Corporation
® The Norinchukin Bank

Main Banks

® Mizuho Bank, Ltd.

o MUFG Bank, Ltd.

e Sumitomo Mitsui Banking Corporation
® The Norinchukin Bank

Subsidiaries and Affiliates

Domestic (Japan)

o Narumiya Kami-shoji Co., Ltd.
© Daidou Paper Trading Co., Ltd.
o Kikyoya Kami-shoji Co., Ltd.

© Okayama Kami-shoji Co., Ltd.
o Kyushu Kami-shoji Co., Ltd.

© Musashino Paper Recycling Co., Ltd.

e Green Sanai Co., Ltd.
o KPP Logistics Co., Ltd.

Overseas

e DaiEi Papers (USA) Corp.

o Keishin Papers Trade (Shanghai) Co., LTD.
o KOKUSAI PULP & PAPER (CHINA) CO., Ltd.

o DaiEi Papers (H.K.) Limited

o DaiEi Papers Korea Company Limited
o DAIEI PAPERS TRADING INDIA PRIVATE LTD

o DAIEI PAPERS (S) PTE LTD

o DAIEI PAPERS (THAILAND) CO., LTD.

e DAIEI PAPERS (M) SDN. BHD.
e DAIEI AUSTRALASIA PTY LTD
o KPP ASIA-PACIFIC PTE. LTD.
® Spicers Limited

o Antalis S.A.S.

Communication Tools

Integrated Report

The KPP Group began publishing the Integrated
Report in 2016 to communicate financial and
non-financial information regarding its
corporate activities in a comprehensive manner.
(Published annually)

https://www.kppc.co.jp/en/ir/
report.html

Public relations magazine
TSUNAGU

The KPP Group distributes a public relations
magazine called TSUNAGU as a communication
tool that acts as a bridge between stakeholders
and KPP. This magazine offers the latest
information about the Company, and also
highlights the attractive qualities of paper.
(Published quarterly)

https://www.kppc.co.jp/en/
tsunagu.html

TSUNAGU GALLERY

We have established a gallery on the first floor
of our head office. It is a space where different
works, paper products, and other items
featured in the TSUNAGU magazine are on
display for viewing. It is appreciated by many of
our business partners and members of the
local community.

Corporate website

This is the official KPP website. We distribute
information, such as corporate information and
investor relations information, in a timely
manner on this website. It has a section called
“What Is KPP?” that is designed to provide the
general public with an easy-to-understand look
at our operations.

https://www.kppc.co.jp/en/

Contact

Corporate Communications Office., Kokusai Pulp & Paper Co., Ltd.
6-24 Akashi-cho, Chuo-ku, Tokyo 104-0044 Japan

Tel: +81-3-3542-4169  Fax: +81-3-3542-4282

Integrated Report 2021

51

o
51
=
o



KOKUSAI PULP & PAPER CO., LTD.

6-24 Akashi-cho, Chuo-ku, Tokyo, Japan 104-0044
Tel: +81-3-3542-4111 (main) https://www.kppc.co.jp/en/

®
Q Paper from VEGETABLE

responsible sources

T2S Fsce cozzets M G el Nk
This paper considers We use the waterless printing process, ~ We use environmentally friendly
responsibly managed forests. which considers water quality control vegetable-oil-based ink.

and health damage prevention.

This brochure has been designed to reduce environmental load.
* Materials that contribute to the conservation of resources and the environment are used.
* Printing process that contributes to reducing environmental load is used.
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