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Key Figures for 2007

Key Figures for 2007

Consolidated Financial Highlights

Dai Nippon Printing Co., Ltd. and Consolidated Subsidiaries
Years ended March 31, 2007, 2006 and 2005

Yen in millions except per share amounts

Dellars in thousands
except per share ampunis

% change

2007/2006

]

N

. 2006 2005 2007

+ Fiscal Year ;

T Netsales ¥ 9,357,802 | ¥ 1,507,506 ¥ 1,424,943
Operating income 96,145 120,670 120,528 814,7:?3
income before income iaxes 8,250 114,640 107,686
Net income 54,842 65,188 59,937 64,7;@,

. Per Share Data (in yen)

Primary ¥ 91.23 ¥ 82.56
Net income

Fully diluted - —_
Cash dividends 26.00 24.00

. At Year-end
Total net assets i ¥ 1,699,439 ¥ 1,063,309 ¥ 1,007,944 $ 931 7,2::80
Total assets 1,662,377 1,600,129 14, /A0 fB1

3.3%

-20.3

-13.7

-15.9

-14.4%

231

3.4%

23

Note:

U.S. dollar amounts have been translated from yen, for convenience only, at the rate of ¥118=11.5.$4, the approximate Toky foreign exchange market rate as of Mareh 31, 2007,
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To Our Shareholders

The Dawn
ofa New History

One hundred thirty years have passed since the birth of DNP. From the beginning we have worked
at expanding our business through continuous technological innovation. That's why DNP’s products
and services have now come to reach every corner of daily life, to the point that itis said that there is
no one in Japan who doesn't come across at least one of our products some time during cach day.

At this juncrure, our 130th anniversary, we have announced the start of a new era in which we aim
to achieve 2 trillion yen in ner sales. The key to our success will be our strengths in printing
technology and information technology. which we refer to as P&1. the DNA of DNP. supported by
our research, development, planning and manufacturing capabilities. We feel certain that the driving
force behind strong, long-term growth in the printing market will be *P&]1 Solutions,” which we come
up with by blending our two world-class technologics, P and 1, in ways rhat are carefully tailored to
address our customers’ problems.

In the fiscal year ended March 2007 and the beginning of the following year, we opened many new
facilitics, including research and development facilities in addition to a P& Solutions base and advanced
product manufacturing plants. We intend to invest all the collective strengths of the DNP Group into
developing outstanding products and services that our customers want, and push ahead to forge a new era.

The business environment surrounding DNP is becoming harsher than ever. This fiscal year we
posted record-high net sales for the fourch term in a row, but net profit declined for the first time in
five years, largely because of a slump in the electronics division. In order to find a way out of this tough
situation, we intend to boldly embark on even more reforms to our cost and management structures.

We aim to work hard to boost DNP's corporate value in order to meet the expectations of
sharcholders and other stakeholders. In addition, we intend to continue to be a conscienticus company
that fulfills its social responsibilities and is trusted by the public, and to do our utmost ro achieve

sustainable growth while offering new value to society.
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To Our Shareholders

= Fiscal Year Results

Ql Please summarize DNP's resules for this fiscal
year, and evaluate them as the president of DNP.

We aggressivelv expanded smart cards and other value-added
businesses, but despite achieving a fourth consecutive vear of
sales growth, profits declined due to weakness in the

Electronics segment,

Consolidated net sales increased by 3.3% over the previous
year to 1.56 trillion yen, but operating income declined by
20.3% to 96.1 billion yen and net income declined 15.9% to 54.8
billion yen.

The printing industry continued to face 2 tough business
environment. For example. increased competition pushed unit
order prices down and material costs up. Despite this situatton,
we worked hard to expand value-added businesses based on our
technological serength and our ability to propose solutions, and
we succeeded in winning a larger marker share and the
confidence of our customers. We feel certain that we were able
to da this because we were correct in pursuing a corporite
vision centered around the “P&1 Solutions” that we have been
promoting to date,

Of our value-zdded businesses, smart cards and IPS in
particular have been growing steadily year by vear, We feel
satisfied with our success in meeting the increasingly diverse
needs of our customers. Sales of products such as ink ribbons
for color printers and optical films also increased sharply, Asa
result, net sales in the Informacion Communication segment
grew by 1.0% to 668.8 billion ven, and Lifestyle & Industrial
Supplies sales increased 11,0% to 532.7 billion yen. On the other
hand, sales in the Electronics segment deelined by 291.9 billion
yen, or 1.6%. Operating income in this segment slid 6o.6% or
r4.8 billion yen, leading to the decline in DNP’'s overall resules.

On the cost-cutting front. meticulous efforts such as
improving yields and shortening lead times, primarily in
manufacturing divisions. allowed us to reduce costs by a toral of
roughiy 23 billion yen.

(v Million, %)

2008.3 (est)) 2007.3 2006.3 2005.3
Net sales ¥1,660,000 ¥1,557.802 ¥1,507,506 ¥1,424.943
Operating income 87,000 96,145 120.670 120,528
Operating income margin (%) 51% 6.2% 8.0% 8.5%
Net income ¥49,500 ¥54,842 ¥65.188 ¥59.937
ROE (%} - 5.1% 6.3% 6.0%

s Electronics

Q This fiscal year, sales and profits deelined
particularly in the Electronics scgment.
Plcase explain the reasons for this and your

expectations for the segment’s future.

The LCD (liquid crystal display) color filter market, our

mainstay, is expected to continue to expand in the future.

The slump in our Electronics segment’s performance this
fiscal year was primarily due ro a downturn in display-related
products. Photomasks and other semiconductor-related
products generally did well.

The LCD color filter market, our mainstay, is expected to
continue to grow sharply duc to rapidly expanding demand for
televisions and computer monitors. However, this fiscal term
the order price for color fileers fell by an average of about 15%
due to sharp drops in liguid crystal panel prices.

Also, in the first half of the term, panel manufacrurers began
production adjustments that lasted a long time. so order
volumes dropped suddenly and factory capacity utilization
rates fell. From the second half, order volumes picked up as the
production adjustments ended, and production srabilized. Also
during the second half, in Ocrober 2006, we began supplying
Sharp Corp. with eighth-generation color filters using the
inkjet-based mass production technology that we succeeded in
cstablishing.

In the future, 2s more televisions and computers use liquid
crystal monitors, the color filter markert is expecred to grow.
We plan to make focused allocations of management resources
toward expanding production capacity and developing new
technologies and new products in this area.

Qur major capital investments this fiscal year included
establishing a new production line for sixth-generation color
filters in Kurosaki. Kita-Kyushu in May 2005, and an
cighth-generation production line using inkjet production
technology, which we began operaring within Sharp Corp.'s
Kamevama Plant No. 2 in October 2006. [n the future, we
intend to aggressively invest in plant and cquipment, including
a sixth-generation inkjet line and an eighth-generation line at

the Kurosaki plant.




Regarding photomasks, we plan to add a production line rhat
can handle circuits with line widths of 45 nm at our Kyoto
plant, with startup scheduled for January 2008, In May 2008,
we plan to begin mass production of photomasks in Taiwan.

We already have a plant in Italy, so the Taiwan plant will be our
second overscas photomask production facility. It is aimed at
expanding our market share in the Taiwan region, where
semiconductor factories are going up onc after another,

We plan to make oprimal use of our sophisticated technology in
otrder to expand this business. We will focus on the production
of high-end products with line widths of less than 45nm in
Japan, and make general-purpose products at the new Taiwan

plant.

World's Display-Related Preduction

{in millions ef units)
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= Goals for the Future

Qg, You call this “ycar one of a new era” as you aim
to become a 2 trillion-yen company.

Please explain what you mean by rhis.

We intend to be a leader in the market for solution-based
value-added products by combining Printing technology and

Information technology.

October 2006 marked the 130th anniversary of the founding
of DNP. We view this as an important milestone, and have
designated fiscal 2007 (through March 2008) as “ycar onc of a
new era” in which we will aim for 2 trillion yen in sales.

During our 130-year history, we have accumulated some of
the world's most advanced technologies, We have continued to
develop these technologies and have cultivated personnel who
are capable of using them effectively. We have built up a wealth
of valuable assets, tangible and intangible, including 30,000
corporate customers along with rhe rest of our stakeholders.
When we talk about starting a new cra, we mean that we intend
to take a completely fresh look ar our assets and use them o
create new value.

In order to realize this, we are working on building new
business bascs, signing a “Joint Declaration by Labor and
Management” to help us push forward to accomplish the vision
that we share with our employcees, and promoting research and
development. But we helieve the most important thing is that
we change qualitatively.

Printing businesses generally operate by taking orders from
customers. If we think that our job is finished once we receive
an order and deliver it, it's casy to fall into a passive mindset.
But it’s important that we operate more actively, as 2
solutions-based business that actively solves customers’
problems. From che beginning, as a custom-order business, our
traditional way of working has been to exchange tdeas with
customers in order to discover their fundamental problems and
work together to find solutions. When we applicd our unique
technologies related to printing and informarion (whart we call
our "DNA™) to other figlds, complerely new markets for high
value-added products and services emerged. allowing us to
expand the scope of our husiness.

In order to further develop these new markets, we need to
transform DNP into a solutions-oriented company that
proposes the mast appropriate solutions through tajwa” wich
our customers. Ever since we clarified this stance in our 2001
“2ust Century Vision,” the effecrs have been consistently
evident tn our fiscal results. We designated 2007 as "year one of

a new cra” because we want to aceelerate this trend full speed.

*“Yaiwa” is a process that entzils identifying problems and finding seluriens through the exchange of view points and ideas.
P yingp 2 8 g p
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o Our Shareholders

= Fiscal Year Results Bringing Us Closer to our Goals

Q‘ What progress did you make this fiscal year
toward transforming into an active,
solutions-oriented C()mpany?

This term we built many business bases and actively pursued

husiness tic-ups.

During the fiscal year through March 2007, we focused on

“the year in which we begin to build a new history,” so we were

more active than usueal in areas such as the construction of

various business bases and the forming of alliances. Below is a

list of major examples of these activities. These new

undertakings are the concrete results of “P&1 Solutions” that
were created by blending printing and informarion technologics

and were supported by progress in research and development.

Segment

Infermation Alliance with RT°T of Germany for production of 3-1>

Communication computer graphics

Established Japan's first company specializing in in-store
advertisement development

Increased ownership share of electrenic baok distriburer,
MabileBook.jp

Established in-store marketing specialist, Dentsu Retail
Marketing Inc.

Teamed up with REA Security in single-use password busingss

Alliance with Digital Comain of Hollywood ro make 3-D
computer graphics

Lifestyle &
Industrial Supplics

Konica Minolts agreed o transfer to DN irs 1T phoro
business, etc.

of NP Lifestyle Materials Manufacturing

Overhauled dwelling materials business, including establishment

Opened new production base for antiglare film used in thindisplay

Developed biomass packaging materials made of plastics
derived from vegerable marter

Established company to develop large-scale lithium-ion
hatreries, by allocating new shares to a third parry

Began selling first DNP brand photo-relaced products

Electronics Samsung Electro-Mechanics agreed ro lease rights o DNV

build-up board manofacturing technology

Began supplying Sharp with inkjet-based production
technology for 8th-generation color filters

Joint development of leading-cdpe photomasks with Brion
Technalogics

Added gsun photomask mass production line at Kyoto plant
{Jan 2008 stariup)

husiness

NEC agreed to transfer to DNP its semicenductur pheromask

Construction of new photomask plant in Taiwan
{May 2008 startup)

Received Intel's “Preferred Quality Supplier” Award

DNP Group as a whole Opened “print shop™ pavilion ar Kidzania Tokyo

“edutainment town”

Opened P&T Solutions Base in DNP Goranda Building

Refurbished DNP 1C Tag R& D Laboratory

Opened Louvre - DNP Museum Lab with Musée du Louvre

® £&| Soiutions

QS Are you realizing your 215t Century Vision of
“P&I Solutions?”

We are developing proactive policies aimed at building our

portfolio of success stories.

As we mentioned earlier, we have been promoting "P&|
Solurions™ since 2001. We have had some notable success
stories, but nort at all as many as we would like. In order to
broaden the kinds of successes we have, we analyzed our
previous P&1 Solutions and divided them into the following

four caregories:

1. Creative combination of products and services to support
customers’ business processes (Multicelor en-demand

reaching materials, ete.)

2. Optimal combination of core technologies, materials and
5(){{“’31‘0
{Development, manufacture and issuance of multifunction

smart cards, ctc.)

3. Design of client’s business processes
{Development and supply of PrintRush photo-print kiosks,

cre.}

4. Design social basis for stimulating emergent evolution

(Development and digitalization of Shucitai font, etc))

The types of solutions that are starting to make major
contributions to DNP's revenues are businesses like smart
cards, IC rags (RF [D) and IPS (information processing

services), which have the power to change customers’ business

processes by combining various technologies. and those like the

photo-print business, whereby we design and implement a new

business model. The fourch type requires a good deal of dme to

bear fruit, since it entails designing new social bases, hut we are
g g

already seeing major revenues and profirs from the first three

types. We apened a “P&| Solutions Base” at the DNP Goranda

Building that we finished building in Ocrober 2006,




" issues and Countermeasures

Whar kind of issues do you expect to face in the
futurc and what measures do you plan to take o
deal with them?

We plan to push ahead with R&D, which is the driving force
hehind our business expansion, and resolve every one of these

issucs.

We need to succeed at P& Solurions in order to be able to
continue to realize long-term, stable growth, That's one reason
why it is vital for us to promote research and development,

We plan to direct our energies into research and development
related to Information Communication, Lifestyle & Induserial
Supplies., Electronics as well as new business fields, with a focus
on further mining our printing and information rechnologics,
which are already among the most advanced in the world,

This fiscal year we spent 30.1 billion yen on rescarch and
development. In the fiscal year ending March 2008, we plan to
increase thar amount by 9.6% to 33,0 billion yen. We aim o
beat the competition at developing innovative new technologies
and materials, and increase our ability to develop new products
that anricipate customers’ changing needs.

In the medium term, some of the areas where we intend to
concentrate especially are regenerative medicine, including
artificial cell-cultivation techniques using printing technology,
and energy-relared products, including the development of
components used in solar battery modules. We will also focus
on secu rity—rclared businesses using authentication tcchnology,
and on eco-friendly products and scrvices.

Our most pressing short-term task is getting our Electronics
segment back on track. We feel cerrain that we will be seeing
more growth in the markets for leading-edge photomasks and
buth liguid crystal and flat plasma displays. While keeping a
close eye on the trend toward lower prices as the market
expands, we will serive to improve our competitiveness by
developing technologies that allow us to improve quality while
reducing costs, and by developing new products with

outstanding funcrionality.

a Protecting Personal Information

In February and March 2007, it was discovered thata
former employee of a subcontractor had seolen personal
information. Please explain what happened, and how
vou will prevent such incidents from happening again.

We fulfilled our duty by publicly explaining what happened,
and are working on rebuilding trust by introducing an outside
security auditor as part of a thorough oversight system

designed to prevent recurrence.

With cooperation from investigating authorities, we worked
on our own to get a thorough picture of what happened and we
made that information public, In bricf, personal information
that we had received from customers in order to create direct
mail and other printed materials was stolen by a former
employee of 3 DNP subcontractor. Some of that information
was sold to a fraud ring running an Internet mail order business,

We arc very sorry for the considerable trouble and worry that
this caused to the people whose information was sold as well as
to other related parties.

We take this matter very seriously. Afrer doing a
comprehensive inspection of our systems for managing personal
information, we rook steps to prevent any recurrence, including
the involvement of an outside security auditor. We intend to
steadfastly implement these measures and take the urmost care
to protect the sccurity of personal informatton. We want to
rebuild the trust of our trading partners and never allow
personal informarion to be leaked again,

In connection with this incident, we posted an extraordinary
loss this term of approximately 3.3 billion yen as compensation
for damages. Virtually all expenses related to this incident were
posted within the same fiscal year.

Measures to Prevent Leakage of Personal Enformation

1. Restriet access to memory storage media to a minimal
number of people, employees only

2. Take steps to prevent writing onto memory storage
media. reinforce checking mechanisms

3. Take steps to prevent removal of memory storage media

4. Take care to maintain preventative measures, educate staff

5. Conducr information security audits by a third parey

(Sec P 82 - 83 for details)
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To OQur Shareholders

® Returns to Shareholders

Q What arc your policies regarding returns to
shareholders?

For five consecutive years we have increased dividends and

actively repurchased our own shares.

We believe it is important that returns to shareholders be
stable over the long term. We think we can best fulfill
sharcholders’ expectations by improving our financial results
and increasing corporate valuc.

In order to increase corporate valuc in a sustainable fashion, we
must continue to generate new value in every business in which
IDNP cngages. In order to achicve thar, we think itis important to
minimize the cost of funds through appropriate fiscal strategics,
make strategic investments in highly profitable businesses thar
generare added value, and maximize long-term cash flow.

We are aware that in order 1o implement appropriate fiscal
strategies, we must exercise comprehensive management that
entails constantly maintaining a long-term perspective, allocating
funds as necessary for plant and equipment, research and
development, and mergers and acquisitions, etc., as well as
maintaining a sufficiently liquid balance sheet and a strong credir
rating. Based on this awareness, this term we proceeded to dispose
of some of the securities that we had been holding in order o
boost the liquidity of our assets and increase capital efficiency.

At DNP, we consider returning profits to sharcholders to be
an important management responsibility. DNP has inereased
dividend payouts each year since the year ended March 2003, In
the fiscal year ended March 2007, we raised our cash dividends
by 6 yen per share to 32 yen, bringing the dividend payout ratio
for the term to ahout 41% on a consolidared hasis. We increased
our cash dividends by 14 ven during the five years since the fiscal
term ended March 2002, when we paid 18 yen per share. Based on
out goal of making steady dividend payments, we consider
corporate performance, payout ratio, and other facrors when
determining dividends.

Regarding repurchasing of our own shares, in the past five
years we repurchased 63,527,000 shares for ro3.1 billion yen.
While keeping an eye on our funding nceds and market trends,
we will continue to consider repurchasing DNP shares as part of

our commitment to returning profits to sharcholders.

Number of Shares Repurchased over the Past Five Years, and Their Monctary Value

Fiscal Year Number of shares Millions of yen
April “02 - March "0} 17,000,000 ¥ 20,910
April 03 - March ‘04 15,392,000 24,425
April '04 - March 05 10,477,000 17,847
April '05 - March ‘06 10,000,000 20,485
April ‘06 - March '07 10,658,000 19,475

Five-year tocal 63,527,000 ¥ 103,142

s Corporate Social Responsibility

(l) Lastly, what are your ideas about corporate
social responsibility?

DNP has been highly praised for our progressiveness in terms
of CSR. We will work hard to make sure that this continues to
be the case.

In the past several years, corporate social responsibility
{CSR) has become an important buzzword in Japan. But even
hefore CSR gained so much attention, DNP always worked
proactively to fulfill its social responsibilities. We remain
constantly aware that socicty as a whole is a stakeholder in our
company, through our corporate clients and through the
consumers who are our clients’ custoners. As a manufacrurer,
we have been actively addressing our responsibility to preserve
the environment. Qur ¢fforts in areas like these have been
acknowledged publicly in various ways. For example. in 2005,
we received the Grand Prize in the *Key Firm of Integrity
Award” competition, as well as a Global Environment Award
from che Minister of the Environment, [n 2006, we were ranked
third in Nikkei Inc.'s survey of the hest places to work.

The basis of DNP's sense of CSR is the value that we place on
contributing to the development of society, which is what
makes sustainable growth possible. We feel that the firststep
we must take in that direction is to aspire to be a company that
deals fairly and honestly with all its stakcholders.

Based on these ideas, DNP has already introduced ourside
directors and strengrhened internal controls in various ways.
starting with the establishment of a Corporate Ethics
Committee and an Open Door Room™. Through systems like
these, we want to achicve optimal utilization of management
resources. establish transparent management, and realize
long-term, sustainable growth while creating value thar
contributes to society so that we can continue returning profits

to all of our stakeholders.

*See “DNP Group CSR Report 2007 for decails.

Yoshitoshi Kitajima

President
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Imprint for innovation




For 130 years, DNP has been making its imprint through
technology and creating new value through innovation.
Today, DNP starts a new history.

Shueisha, the predecessor to Dai Nippon Printing Co., Ltd., was established on the
principle of “running a civilized business." It was shortly after the 1868 Meiji
Restaration of political power to Japan's Emperor, a time that was conspicuous for
progress in Japanese civilization. Throughout the 130 years since then, we have kept
this “aspiration to contribute to the development of society” imprinted in our hearts,
where it remains to this day.

During this time, DNP refined its printing and information technologies to
world-class levels and dramatically expanded the range of fields to which it applies
those technolegies. In doing so, we won our customers’ trust to the point that our
products and services now reach every corner of the globe. Our printing and
information technologies are truly assets that each one of us has “imprinted” during
the course of DNP's growth, as if they were the DNA of DNP.

We can also view DNP’s history as a continuous series of innovations. As we
expanded our field of business with increasing speed for 130 years, we were able to
accumulate the wealth of achievements that we did only because we constantly
anticipated the needs of customers and markets and constantly “innovated” the new
value that we provide,

Now, in 2007, DNP is making a fresh start. We have declared this to be the year in
which we start a new history, aiming for net sales of 2 trillion yen. As a mature
Japanese company, we know that in order to grow further we need to not anly
strengthen our existing businesses, but also to continue expanding the fields in which
we do business. S0 far, our history has been built on “imprinting” and “innovation.” So
the core of our new history will be these “imprinted” aspirations and technologies,
and it will be important for us to “innovate” value to provide to society through all of

our businesses. In this way, we intend to expand our business and increase revenues.

DT Annual Report 2007
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Spacial Feature:

imprint for Innovation

DNP's History of imprinting and Innovation

Since its founding in 1876, DNP has
worked in a wide variety of fields related to
printing of publications and commercial
printing, through which we refined our
printing technologies to a world-class
level. DNP printed the biggest best-seller
of the Meiji era, the "Revised Edition of
Saigoku Risshi (Self-Help Revised
Edition),” which stirred up young peaple all
over the country. It was also ONP that
printed “King," the magazine that was the
biggest selling publication in pre-war

Japan, with 1.5 million copies in circulation,
Fram the 1950s, DNP adopted a policy of
“expansion printing,” which meant
developing the printing technologies it had
cultivated since the company’s founding
and applying them to various fields in
order to expand its business.

In 1951, DNP developed and applied its
coating and transfer technologies to the
fields of packaging and decorative building
materials. Later, in response to a growing
awareness of environment and health

1876 1960

issues, we increased the functionality of
these products. We then brought in post-
processing technologies to develop aseptic
filling systems for plastic bottles and supply
preformed bottles for use in such systems,
among other businesses.

In 1958, DNP succeeded in the
develocpment of shadow masks, which
opened the door to our participation in the
electronics field. There we made use of
ultra high-precision microfabrication
technologies such as patterning,

1970

Prirting

Information Communication

™

( Books and Magazines )

( Commercial Printing )

1971 hologran

( Business Forms }
1955 ledgers

Lifestyle & Industriai Supglies

\o 1967 plastic cards
1964 OCR ledgers

Digital Media
01972

N

Packaging
1951 paper containers
1951 flexible packaging

\—Q\o 1962 paper cups
1961 plastic containers

\_Q\—o 1970 retort pouche]

1969 laminate tubes |

(—Lifestyle Materials)

1951 decorative sheet
with wood grain pattern
1951 rayon cloth printing

iyt .
- Electronics

\—0 1965 transferring printing on cloth

\—0 1961 steel plate printing

(Display Components)

01958 shadowmasks

(Electronic Devices)

“\—0 1955 photomasks

1964 lead frames



phatolithography and etching to generate
a large number of products including color
filters, photormasks and lead frames.
Currently, DNF has grown to the point that
we hold the top share in many markets,
not only in Japan but worldwide.

From the beginning of the 19703, we
were among the first to start digitizing text
and images. In response to rapid
developments in infermation technology,
we reflected the needs of corporate clients
and consumers through planning and

1980

production using the cutting-edge media
of each era, and we also got involved in
such endeavors as reforming our clients’
operational processes. In 1985, we made
the world's first electronic dictionary on a
CD-ROM. After that, as we refined our
information technologies, we got involved
in a broad range cf businesses like high-
definition and digital broadcasting, and
Internet services aimed at PC and mobile
phane users.

Throughout its development, DNP has

1990

| | 1 [l 1 1 1 Il L Il

]

2000

continued to take the initiative to
“innovate,” and has transformed itself from
a “printing company” to a “comprehensive
printing company” to an “information
processing industry” and then to an
“information communication industry.”
Today, DNP is accelerating the
development of businesses that make use
of its “imprinted” strengths to pursue its
corporate vision of providing new "P&l
Solutions” that combine printing and
information technologies.

irforrator Loy vation

\O 1997 use of soy-oil ink

/—0 2000 contactless I1C tags

1974 magnetic cards \0 1983 develcpment of smart cards

a

\—O 1999 promotion of

1989 satellite broadcasting /
high-visicn gallery

\0 2005 55FC established
IPS business

dig tization of text and images

L]

Ry

\—0 1985 electronic dictionary
on CD-ROM

e addida ol i e

R

\o 1957 anline publishing business
1952 development of Shueitai fonts

N0 1982 PET bottles
1376 aseptic porticn packages

\o 1997 1B films

1994 aseptic filling system for PET bottles

Opto-Materials/Industrial Suppliesﬂ
L -~ N 1995 anti-glare films

1389 thermal transfer recording media

1974 printing technigues x0 1982 mass production of Curlfit
for curved surfaces
{Curlfit}

\Q \—o 1999 environmentally friendly decorative papers
1995 non-vinyl chleride products

21996 lithium-ion rechargeable batteries

\o 1985 LCD color f
1983 projection screens

ilters

o~

1995 multi-layered wiring
forming techniques

\—0 2001

development of
flexible organic ELs

\——o 2006

mass production of
color filters using
inkjet method

\—0 2003 organic solar battery module

\02001 MEMS

1999 semiconductor package boards

0 2004 regenerative medicine
(formation of capillary patterns)

© 2005 fuel cell parts
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Special Feature:

Iimprint for Innovation

Energy-Related
Materials
(Solar Battery
Modules, etc.)

Display-Related
Products

f Electronic Devices
Semiconductor-
Related Products
MEMS

Optical Films

Lifestyle Materials

Books
and
Magazines

Packaging for
Food and Beverage

Material
Technologies

Commercial Printing

Patterning

Converting
Technologies

Technologies

Hclograms

CRM Print-related
Consulting Products

Production
Technologies

Quality Control & -
Security
Technologies

Digital Contents

Industrial Supplies/
Carrier Tapes

Information
Processing
Technologies

HMI
Technologies

System
Solutions

Product/
Distribution
Management

infermation
Security
Technologies

Web sites
Shopping Maill
(PC and
Muobile Phone)

Smart Cards
IC Tags (RF D)

Database
Management

Anti-Counterfeit/
Security

Telecommunications/
Broadcasting

Regenerative
Medicine




The Continually Expanding Fields in Which DNP Applies Printing
and Information Technologies

DNP Technology —
an Integral Part of Daily Life

The range of ways in which we apply
printing and information technologies has
grown due to technological innovations. As
a resuif, DNP products and services can be
seen in many areas of our daily lives.

Our product line started with printed
materials such as books, magazines,
posters, pamphlets and snack food
packages, etc., and breadened to include
plastic bottles, credit and cash cards,
employee IDs, safe and convenient smart
cards used in mobile phones and other
devices, as well as IC tags and ink ribbons
for printing photographs. There are many
other DNP products that perform
important roles although consumers don’t
touch them directly. These include color
filters used in liquid crystal televisions,
optical films used in plasma display TVs,
photomasks that are indispensable to the
production of semiconductors used in
computers, and electronic components
made with lead frames.

Today, DNP's products and seryices
have come to reach every corner of daily
life, to the point that it is said that there is
no one in Japan who doesn’t come across
at least one of our products or services
some time during each day.

The future holds virtually unlimited
possibilities for applying printing and
information technologies. For example, we
can apply patterning technologies used in
printing to the regeneration of capillaries in
the regenerative medicine field, or we can
apply micro-processing technigques to
micromachining, or coating technologies
to the development of components used in
solar battery modules,

The DNP of the Future: Fusing Printing and Information Technologies
and Developing a Variety of Solutions-based Businesses

DNP has already grown to be a unique,
comprehensive printing company, with a
business structure unmatched by any other
company in the warld. This growth was
made possible by the depth and breadth of
our printing and information technologies.

Another driving force behind the
expansion of our field of business has been
our 30,000 corporate clients. Because
printing products are essentially all custom-
ordered, we need to engage in a huge
amount of te/wa’ with customers in order
to be able to produce precisely the kind of
products they want, We listen to what
customers want, express this in concrete
form, check and confirm, and repeatedly
make corrections before we make the final
product. The content of the fa/wg that takes
place between DNP and our customers
during this process gets passed on as an
important corporaie resource.

This corporate culture of working together
with customers to create products while
responding to or anticipating our customers'
needs developed into DNP’'s P& solutions
business, whereby we combine printing and
information technologies in a variety of ways
and come up with new ideas in situations
where existing products and services alone
will not solve a custormer’s problem.

By fusing printing and information tech-
nologies, we intend to continue innovating
value that we can provide to society. We will
achieve sustainable growth by expanding
our field of business whife solving cus-
tomers’ problems, and by providing solu-
tions through repeated dialogue with cus-
tomers, even in fields that have no readily
apparent connecticn to printing.

| Tetimettegios et Suipert G& Selbitoms |

| PT = Printing Technologies |

Core technologies that give form to information
or functions, based on product design
specifications.

* Materials technologies: techniques for
synthesizing new materials, or dispersing or
mixing materials. Includes design or production
of inks, adhesives, photosensitive materials,
coatings etc.

Patterning techniques: formation of letters,
images or patterns, etc. on a base material.
Includes machine/press plate, typography,
ofiset, or gravure printing techniques, as well as
plateless printing techniques like lithography or
inkjet.

Converting techniques: materials processing
technologies that change a material's shape or
compound materials etc. Includes techniques
for processing materials such as paper or film,
including film formation, coatings, lamination,
molding, phatography, cutting and polishing,
bag-making, forming, or bookbinding, etc,

IT = Information Technologies

Core technclogies that enrich communication

between people.

* Data processing technologies: technologies
related to data input or output, conversion,
synthesis, accumulation or transmission,
Includes processing text or images, editing,
database creation, computer graphics and
network technologies.

» Human Media Interaction (HMI): technologies
related to interaction between humans and
information. Includes expressive technelogies
such as font design or color matching, screen
design or other interface technologies, and
natural language processing technologies.

* Information security technologies: techniques
for assuring that information is accurately
transmitted to the correct target and stored
while preventing improper usage. Includes
encrypting techniques, personal information
processing and management technologies,
copyright management techniques, and
biometric technology etc.

* Joiweris a process that entails identifying problems and finding
solutions through the exchange af viewpoints and ideas.
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Special Feature:

Imprint for Innovation

Publication Printing Business

Developing the Growing Electronic Pubhshmg Market and
International Content

Although the publication printing market has been continuing on a slight declining trend, ‘\'Ne serve the overall contént
industry, and we intend to revitalize it by offering a full range of services that make use’'of DNP"'S technological and
cormprehensive strengths. These services include providing solutions that add more value to our customers’ products and
services, actively serving the rapidly growing electronic publishing field, and supporting the mternahonal developrment of

content. As we provide these services, we aim to expand our fields of business and achieve stabte growth

Puhilcatlon prlntlng has been DNP's core
businesses since its founding in 1876. 5o far.
expansion of our business has been supporied by
development expertise that enabled us to refine
our printing technologies until they are armong the
most advanced in the world. In the 1970s, we ware
among the first in Japan's publishing industry to
begin digital processing of text and images and to
start using a computerized typesetting system,
These advances formed the basis for our fusion of
printing and information technologies. In 1985, we
develpped the world's first CD-ROM dictionary as
welt as ather conversion technologies that allowed
us to make use of digital data prepared for printing
in various information media.

After that, as society enhanced its network infra-
structure, we began combining printing and infor-
mation technologies in even more sephisticated
ways. In 1994, we expanded our business to include
web sites for personal computers, and in 1995 to
information services for mobile phones.

~

Printing and information technologles cultivated
over our 130-year history, along with the R&D
capacity and comprehensive strengths that have
supported those technologies

Support systems for boosting publishing
companies' operational efficiency. including the
ability to develop support systems for editing and
production. Full-service mass production
systems, including grinting, hinding. and shipping,
that aid magazine businesses in their constant
fight against time.

Book production systems that give customers the
value they want, through integrated management
of production processes and various types of
support including color management and book
design by printing directors who participate from
the planning and editing stages.

Ability to develop and implement total solutions
to the problems that our customers face in their
publishing businesses. This includes everything
from planning support to sales promotion, and
proposals for new businesses involving collabo-
ration across industry lines.

Managing Director
Tatsuya Nishimura

-

The domestic oublishing market is said 10 be wgrth
about 2,150 billion ¥en per year. Although book
publishing remains solid, the rapid rise of Interndt
and various ?ther media have led to a slight decline
in magazine publishing.
Meanwhile, the elegtromc publishing market, whih
was estimatéd at 1 biIIic'm yenin 2002, surged to§8
billion yen four years Iater in 2006. Rather than
limiting ourgelves to the paper media that has aljvays
been our core business, we are actively participgting
in a variety of nedia as.we target the overall corgent
rmarket — a market that i mc tudes telécommunica
tions, broadcasting, andpackaged medla like C
and DVDs, and is said to be worth14 trillion yen.

?)




Future Business Development

Expanding the Electronic Publishing Field by
Building Turnkey Systems for Everything
from Content Production to Operation of
Sales Sites

Cur involverment in electronic publishing
goes back to the 1980s. Over the past
quarter-century, we have kept up with the
changes at the cutting edge of this media,
and have always provided industry-leading
technaclogy.

The electronic publishing market has
exploded in the past few years, and not only
the publishing industry but consumers also
expect this trend to continue into the future,
Young people in particular have become .
accustomed to consuming information
through new media, and mobile phones have
been supporting growth in the market as the
most important media.

In July 2006, we increased our ownership
share of electronic book distributor
MobileBook.jp to 34.7%, becoming the lead
shareholder, and began actively developing
an electronic publishing platform business
(agency). In addition, we have built a
comprehensive support system so that we
can offer a full range of services to
customers in every stage of the electronic
publishing business, including content
planning and production, provision of sales
platforms, marketing, and sales promotion.

The Growing Electronic Publishing Market

(¥ Billion}
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Sources: 2000-2006 2006 Repert on Electronic Books Business,
published by Impress R&D
2007-2010: DNP estimates

Enhancing Support for International
Content Development

Ever since DNP's founding, we have
been expanding our business as we
contributed to Japanese culture through
our publication printing business. In recent
years, not only is content from abroad
being introduced into the Japanese
market, but there has been increasing
exportation of Japanese content —
particularly comic books, literary works,
and fashion magazines — to overseas
markets. This trend toward
internationalization is expected to
accelerate even further. We plan to
actively participate in the international
development of the publishing and content
businesses.

By collaborating with media partners in
lapan and abroad, we intend to support
DNP's own internationalization as well as
the internationalization of our customers’
content by providing such assistance as
multi-language editing services that
operate with a deep understanding of local
languages and cultures, multi-language
prepress systems connected to
international networks, and optimization of
production locations.

Greater Added Value and Overail
QOptimization

DNP does not simply deliver printed
material based on orders from publishing
houses or other customers, We are
working to build up our solutions-based
business, which means we uncover
problems faced by companies and
individuals and create the value that they
truly seek.

Some examples of how we actively
provide solutions that add value to our
customers’ products and services include
building a mail-order web site linked ta a
magazine article; providing full business
support services ranging from order-taking
and customer management to shipping;
planning and executing mobile phone-
based sales campaigns; and bundling
DVDs or product samples with magazines.
In addition, we propose collaborative
ventures with publishing companies or
other companies that hold rights to
valuable content, brand names, or popular
characters.

On the production side, we are working
on streamlining production processes and
reducing costs, as well as further
digitization of pre-press processes and
fuller integration of post-processes. As
printing professionals, we intend to engage
in even closer taiwa” with our customers,
and to provide them with products and
services that deliver a high level of
customer satisfaction in terms of both
quality and cost by actively offering
solutions that aim at overall optimization
of every stage from planning and product
design to production and delivery.

* Jaiwois a process that entaits identifying problerns and finding
solutions through the exchange of viewpoints and ideas.
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Smart Card and IC Tag (RF ID) Solutions that Deliver

Safety, Peace of Mind, and Convenience

Due to society’s increased demand for security and convenience, use of smart cards has spread rapidly and is becoming
part of the infrastructure that supports business and personal life. As Japan's top vendor, we not only provide the best
quality cards but also make the most of our technological and comprehensive strengths to offer solutions that allow users
to experience safety, peace of mind and convenience, while we expand our field of business at the same time.
Furthermore, we aim to boost revenues by developing high added-value solutions that combine smart cards and iC tags.

Business Outling

S:nce the 19705 DNP has been Japan's lead:ing
company :n the production of magnetic stripe
cards for hnangal institutions and in 198! began
developrment related to smart cards What makes
DNP different from other manufacturers s that
instead of Just manufactunng cards, we also offer a
w:de range of services including the development
of operat:ng systems. applicat:ons and ather
software for smart cards, data management, card
1ssuance (whech entails encoding data on the IC
chip), and development of peripheral technologies
Recently we became the tirst in the world to
succeed in the deve'opment of 8 smart card using
voin authentication, and we have already begun
marketing this technology

Meanwhile, we began developing IC tags in 1999,
and in 2001 becarne the first Japanese company {0
join the AUTO-1D Center (now AUTO-ID Lab) in the
United States Today we are involved in a number
of projects airreg at promoting wider use of IC
tags. including some sponsored by the Japanese
gavernment. We have received high praise from
many industries for our concrete successes.

Manag:ing Director
Hiromitsu Ikeda

In 2006, the woridw.de market for smart cards was
2 4 tiihon cards Of these, 75% were used as 5IM
cards in mobile phones The Japanese market was
about 15C million cards, reflecting the growth of
about 30% over the previcus vear Use of contact
smart cards grew about 17% from the previous year,
while use of contactiess cards grew by mare than
60%. Unhke the rest of the world, 80% of the cards
issued In Japan are used outside of mobsle phones.
Japanese cards are used for a wide vanety of
purposes in areas such as finance and trans-
portation. DNP's share of the domestic smart card
market is about 40%, making us Japan's top
provider. In the finance sector, we hold an about 60%
share

Meanwhilg, in order to improve supply-chain
efficiency through the use of IC tags, each industry
has been creating 8 common framework. DNP has
been playing a central role in many experiments ang
projects and is working 1o create practical examples
of the successful use of IC tag functions

Mass product:on systerm addressing every step
from card manufacture to ssuance, within a tight
secunty framework

Ability to develop smart card operating systems,
applcations and other software including encoding
(for example, the world's first financial settlement
application based on vein authentication)
Development and supply of various solutions to
customers' problems using smart cards and IC tags
Ability to provide full customer support for the
introduction of smart cards or IC tags, including
consulting, set up of an experimental ervironment,
and post-introduction follow-up




Future Business Development

Full Support for Introduction of Smart
Cards That Enable Consumers to Enjoy
Safety, Peace of Mind and Convenience

So far most of the growth in the domastic
smart card market has been from the
dernand for credit cards and mobile phone
SIM cards. In the future, we expect to see
steady, although not rapid, growth. At the
same time, we believe there will be
expansion in the use of smart cards for such
purposes as electronic money, employee 1Ds
and other types of IDs, as tools of daily life
and for business that allow the user to
experience safety, peace of mind and
convenignce. We expect that in the future
there will be demand for performing multiple
functions with a single card, and we are
already addressing this demand. We will
provide comprehensive services, including
peripheral businesses such as consulting to
help clients prepare for a smart card
introduction and network services that make
it possible to securely revise applications
after cards have been issued.

We are also working on developing
innovative technology that will revolutionize
the card manufacturing process. Once we
achieve this, we expect that smart cards
will be used in a wider array of industrias
than was previously imagined.

Number of Smart Cards Soid in Japan
(inmillions of cards)
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Meeting Growing Demand for ID Cards
That Support Office Security

In recent years, management of personal
information and the strengthening of
internal contrals related to financial
reporting have become important issues,
To address these issues, DNP established
a corporate alliance called Shared Security
Formats Cooperation (S5FC) to link smart
cards and various types of devices using
shared formats. For example, SSFC is
woarking on improving office security
through such means as controlling
paermission to use computers, printers,
lockers and other equipment based on
entrance/exit records created by linking
smart employee |D cards with a gate
system or surveillance camera. DNP
serves as the secretariat to the highly
acclaimed SSFC, which has more than 130
corporate members.

In addition to providing cards, DNP also
makes instant card-issuing printers and
other peripheral equipment, as well as PKI*
electronic authentication, computer
management programs and other software,
and provides comprehensive solutions in
partnership with corporate allies.

* PKI{Public Key Infrastructure): a system that uses pubtic key
information Lo encrypt messages, verify digital signatures and
authenticate identities. A reliable certificate autherity issues
digital certificates to certify the identity of public key users.

Establishing a Strategic Foothold
in the IC Tag Market

IC tags are atiracting attention due to
their potential for boosting efficiency in
Japanese supply chains. Each industry is
carrying out experimental projects in order
to create shared framewaorks. As full-scale
commercialization is about to start, there
is a steadily growing stream of case
histories of successful IC tag usage in such
areas as process and material manage-
ment in the manufacturing sector, and
document and uniferm management in
the security sector. In addition to using
micro-processing technology to develop
and manufacture [C tags, DNP also is
developing a wide range of IC tag-related
businesses.

One of DNP's important advantages is
the fact that we are actively involved in
both smart cards that identify people and
IC tags that identify objects. In addition to
using this advantage in corporate business
processes such as supply chain manage-
ment and office security, we intend to use
it to expand our business, for example by
creating new sales promotion methods
that link 1C-tagged products with credit
cards, electronic money or other settle-
ment methods.

“IC Tag Experiment Station,” where companies can bring in their
products to experience firsthand tha benefits of using IC
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Special Feature:
Imprint for Innovation Solutions Business
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A Growing Business: o
Solving Customers’ Problems throug(h the Combmahon of
Printing and Information Technologies - 1 :

As times change, consumers’ needs are becoming more diverse. We intend to accurately read these changing needs and
combine printing and information technologies in order to offer cur. corporate clients new solutions in areas ike sales pro-
motion, electranic commerce and business process management. By doing so, we intend to achieve dramatic growth in

our business and improve profitability. / |

N _ . }
Business. Qutline . o :

tn the 1960s. DNP began to strengthen its planning N
functions, which are part of the precess of preparing ‘ |
for printing and manufacturing, and are an important 1
factor in winning orders. We began making active i
praposals in areas like product planning and devel- 1
opment and sales promotion programs. Later. as t
praduct sales and advertising pramotion channels
began to branch out from stores into mail-order sales : d
and further to internet commerce and electronic .
commerce, clents began asking us to provide more ;
effective and efficient plans, tools and services that
takel advantage of various types of media to promaote
thelr sales. DNP is currently transforming itself intc a
comprehensive problem-solving business that ¢can help
corporate clients with a wide range of tasks from
strategic planning to the development of computer A
systemns, development, design and production of

contents and information media, maintenance of
operations, and development of Customer
Relationship Management systems.

P&I Solutlons describes the kind of company that
DNP aspires to be. We aim Lo solve customers’

problems in every area of business. If we understand
the solutions market in a broad sense, our 30,000
corporate clients’ businesses become our busu‘gss This
in¢ludes their strategic planning, devel lopmdht,
planning, and design of products, agvertising,
production of all types of sales tog i
services. In 2002, we established a P i
and information) division specializifig ctwntles like bl
consulting, market analysis and theivelopm

appropriate contents and informatighh mgdia ae;art of M m__

our development of a broad-based solutions business.

-

. Ablllty to offer comprehenswe suUpport services
including everything from preposing strategies and
plans to developing and manufactuning specific Managing Director
products, and even sales promotion and operation of Kunikazu Akishige
alt types of services.

« Ability to provide an optimal packages by effectively

combining various types of media. including print,

DVDs and other package media, Internet and other

telecommunications media, and broadcast media.

Ability to offer a standardized solution menu as well

as customized solutions for individual needs by

building a history of successes in solving problems for

consumers and 30,000 corporate customers.




Future Business Development

Developing Promational Methods Based
on Analysis of Hybrid Consumers with
Strong Information Gathering Skills

We pay attention to changes in
cornmunication patterns between
corporations and consumers, With the
penetration of Internet access into daily
life in addition to television, magazines and
other media, it has become easier to get
information about products and to
compare various options. We use the term
"hybrid consumer” to refer to a consumer
who uses different media and distribution
channels as “communication channels”
depending on the time and situation. We
are working on identifying issues that lie
ahead by analyzing behaviors and changes
in the information-gathering habits of such
consumers. We view the needs of each
individual consumer as a business
opportunity worthy of attention. Qur focus
includes the enhancement of EC-related
soluticns, promotional methods that link
multiple media such as print and mobile
phones, and the development of various
solutions that generate new value through
connections between corporations and
consumers, corporations and carporations,
and consumers and consumers.

0 Opening of DNP Gotanda Building as Qur
Solutions Business Headquarters

(i October 2006, we opened the DNP Gotanda Building as
a centrat base for generating specific P& solutions.

Rased on the idea of a “building-wide showroom”™ we
created a facility for exhibiting, introducing and presenting
DNP's wide range of products and services. We also
gathered the sales, planning and develapment divisiens of
systems and services that make use of information
technology, as well as related subsidiaries. We intend to
expand our business by strengthening interdivisional ties
and coming up with timely sclutions that respond to
cusiomers’ needs,

Developing Specialized Staff and Focusing
on Business Process Management

Corporations need to respond promptly
to changes in individual consumers’
lifestyles, Our corporate clients alsc need
to review their various business processes.
In particular, there is a growing need to
compile reactions from consumers who
have actually purchased products or used
services in order to reflect their opinions
when establishing new business goats,
formulating strategies, and developing
plans, etc. We are addressing these needs
in their entirety by cultivating specialists
who are well-versed in various indusiry
trends, proposing optimal solutions based
on an up-to-date analysis of business
operations, and even by designing and
operating systems for improving business
efficiency. In many cases, these efforts
have turned into major projects that wé
implemented jointly with the client
corporation. In an increasing number of
cases, DNP serves as the nerve center for
consulting and project management.

Increasing the Added Value of the Entire
DNP Group — Standardizing and
Customizing

Assuming every company has 10
problems, 100 companies will need 1,000
types of solutions. We have established a
track record by responding attentively to
individual problems, and are now
compiling our accumulated expertise into
a menu of effective and efficient solutions.
By carefuily tailoring iterns from this menu
to individual needs, we can provide even
higher-quality services,

For example, we created a varied
solutions menu that includes supporting
the introduction of corporate customer
management or loyalty point systems,
CRM solutions entailing the compilation
and anaiysis of customer data as a basis
for formulating new strategies, sales
promotion solutions whereby we handle
everything from campaign planning to
office management, the use of 1C tags and
smart cards, and the construction and
operation of EC web sites. We then
customize these solutions according to
each customer's needs. Furthermore, we
established a company-wide Solutions
Business Promotion Committee, and are
working to enhance added value through
the synergistic effects of having specialists
irom different fields work together.

DNP Annual Report 2007
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Special Feature:

Imprint for Innovation

’ Packaging Business

Eco-awareness and Changing Lifestyles to
Drive Packaging Business Expansion

We recognize that environmental conservation, changing lifestyles and universal design will be important themes in the
packaging industry of the future. We will expand revenues by making the most of our aseptic filling systems, transparent
vapor-deposition barrier film, and other products that are supported by DNP’s strongest technologies. At the same time,
we will aimn to expand our business in a sustainable fashion by working aggressively to increase sales overseas.

| T Gty RosItion. |

DNP made its debut in the packaging business in
1851, We started out manufacturing paper
containers and flexible packaging, today we have
built 2 comprehensive system of packaging-related
businesses that encompasses, among other things,
packaging design, development of packaging
materials, filling plant design and the planning of
sales promotions.

We got an early start in the fiefg of aseptic filling
systems. In 1976, we became the first Japanese
coempany to succeed at developing “pertion packs”
that allow coffee whitener to be kept at room
temperature for long periods of time. In the
environment-friendly category, we are focusing on
transparent vapor-deposition 1B (innovative
barrier) fitm” that s highly effective as a barrier
against moisture and exygen but does not
genegrate toxic gas like dioxin when burned since
the film is not chlorine-based. We are working to
expand our market by creating new value and
functions that meet the needs of consumers and
businesses.

Director
Taketsugu Yabuki

In the fiscal year through March 2007, the domestic
rmarket for polyethylene terephthalate (PET) plastic
bottles was estimated at 16.5 billion bottles. up 5%
from the previous year. PET bottles used with asentic
filling systems currently account for about 30% of the
total, and that percentage is expected to grow in the
future, now that we are able to reduce the cost of
materials and do a better job of preserving the flavor
of bottle contents. DNP entered the aseptic filling
systermn business early, and holds the top share in this
growing market.

Meanwhile, demand has been growing for IB film for
pharmaceutical, medical, food, industrial and other
uses, as a replacement for aluminum foil or films that
contain erganic chlorine compounds, DNP is the only
company in the world that uses a chemical vapor
deposition (CVD)* method to mass produce this type
of film. We are working on developing even higher-
grade products using the CVD method, in order to
expand sales further,

| swamaied - ok HBE

« Capacity for technological develepment and plant
design at a level that maintains DNP as Japan's
top supplier of aseptic filling systems

« Product development strength (especially our
specialized planning staff and research
laboratory), design and planning expertise

= Capacity for universal design, based on technolo-

gy cultivated through our printing business.




‘ Future Business Development

Responding to Needs Related to
Environmental Conservation, Changing
Lifestyles and Universat Design

The Japanese people’s eating habits have
been powerfully infiuenced by mzjor social
trends such as a growing awareness of the
need for environmental conservation, a
declining birth rate and increasing average
age, declining household size, increasing
participation by women in work outside the
home, and a growing concern with health
maintenance. After more than half a century
of making packaging products that are part
of people’s everyday lives, we view these
changes in recent years as a business
opportunity. We have adjusted every aspect
of our packaging business in response to
these social changes, for example by
developing easier-to-use package designs
and materials, building manufacturing
processes that include the development of
packaging machines, and planning and
promoting products. In the future we will be
taking an even narder look at how we can
respond to evolving trends.

Regarding the environment, we plan to
expand the scale of our business by
providing eco-friendly products and systems
with an emphasis on five principles:
“Reduce, Reuse, Recycle, Sustainability, and
Life-cycle Assessment” We also devote
energy to universal design, for exarmple by
establishing the "Five Universal Design
Rules” illustrated at the top of this page.
We intend to keep producing packages that
can be used with ease, not only by children,
the elderly, and people with disabilities, but
by everyone.

*1 Chemical vapor depasition (CVD) is a thin film fermation
Llechnique that makes use of chemical vapor deposition. DNP
was the first company in the world te adopt this technology
for commercial production of packaging materials. The hilm is
formed by causing a chemical reaction with a gas that is the
raw material of the film. Thun film formed by this method can
withstand a good deal of stretching and folding.

*2 Physical vapor deposition {(PVD) is a thin {ilm formation

technique that makes use of a group of surface-coating
technologies including ion plating.

DNP's Approach to Universal Design

Packaging designed to be as easy as possible
for anyone to use

OPTION @ Form and expression that emphasize

preduct’s appeat

OPTION @ Ease of trash separation and disposal

Strategy for Using our Strength in Aseptic
Filling Systems in Order to Expand Market
Share

DNP began developing aseptic filling
systems for food and beverage containers in
the 1970s, long before society was as
concerned as it is today with food safety and
environmental conservation. DNP currently
holds the top market share in the domestic
market for aseptic PET bottle filling systems.
We have continually improved our system so
that it handles every step from sterilizing the
bottle contents, forming the bottles, filling
them, and getting them ready for shipment in
the best possible ways.

Because we can fill bottles at room temper-
ature, there is no need for bottles that can
resist heat. This means the bottles can be
thinner, which reduces the cost of materials.
Also, because the flavor and aroma of the
contents are unlikely to be damaged by heat,
we expect that these bottles will be adopted
for use as milk containers, which is a huge
market. Furthermore, supplying pre-formed
battles rather than fully formed bottles allows
us to reduce both shipping costs and carbon
dioxide emissions from the trucks that trans-
port the bottles. Currently, some 70% of the
container filling market consists of hot-pack
type systems, We intend to focus our
marketing efforts on beverage bottlers who are
getting ready to replace existing equipment,
and we believe we can get them to switch in
view of the many merits of our system.

DNP's Five
Universal Design

Increasing Market Share through QOur
Superior-quality IB Film Made Using the
CVD Method

There is increasing demand for
transparent vapor-deposition barrier film
that blocks the passage of moisture and
oxygen while allowing contents to be seen.
Unlike aluminum foil, it can be heated ina
microwave oven. In addition to producing
this film by the conventional physical
vapor deposition (PVD)"? method, we are
the only company in the world to preduce
it commercially by the CVD method. Film
made by the CVD method is very flexible.
It can maintain its barrier properties even
under harsh usage conditions, and is
highly formable. We plan to enhance the
development and sales of materials that
make use of these properties in the
medical, pharmaceutical and industrial
fields as well as in foods.

We see a very profitable market for this
praduct as a replacement for aluminum
foil in areas where strong barrier
properties are required. We are aiming to
double our market share by 2010, On the
strength of our leading position in CVD
technology, we will work to expand sales
overseas as well, primarily in North
America and Europe, for use with food and
medical products,
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Special Feature:

Iimprint for innovation

’ Lifestyle Materials Business ‘

Responding to the Growing “Ecology and|Health” Markets,

and to Demand for High-Performance, High-Quality Designs

The lifestyle materials market is curfrently undergoing big changes amid concerns
DNP is seizing this opportunity to tafke acdvantage of our overwhelming technologidal strength {including EB coating*
ing up with outstanding designs, in order to develop a broad range of solutions :
related to dwelling spaces. We aim t@ increase revenues by actively expanding into ojerseas markets and into areas like
offices, hospitals, commercial facilities| and automobiles, in addition to residential space

technology) and our capacity for co

Business Outline

In 1951, DNP became the first company in Japan ta

succeed in developing technalogy for printing

“endless” wocd grain patterns with no seams. Afte
that, DNP went on to expand its product field by

‘ dé}mtopfng technology in 1961 for direct color

Sl Corp., and in 1974 developed "Curlfit”

t@nology for printing on curved surfaces. Today

DWs original EB coating technology, which we
défisloped ahead of the rest of the industry in thg
supports our ovarwhelmingly superior

maniaty responsible products.
fi;l‘ctljy Q:fferra wide range of products that
*xuﬁiaw;ﬁ?ﬂyle such as intericr
: fixches gnd storage products, plumbirlg
; insterials, and materials used
wlisond car interiors. We sell

y in-housa, fke our “V

vrd-qmln decorative
idee, and Blllo degorative

5 prOdnEs any servic
Flelg, &

-

]

printing on steel plates, in collaboration with Nipghn

on in a market marked by growing demand ffor

Strengths

+ EB coating technology; overwheimingly superior,
industry-teading capacity for techrological devel-
opment; capacity for developing new products by
applying various technologies

Ability to implement comprehensive proposals for
all types of dwedling areas by taking advantage of
our diverse product line, which boasts excetlent
functionatity and rich expressivenass thanks to the
design expertise that we culiivated through our
printing business

Abitity to propose new value and solve problerns
based on our kroad network of customers

Mé’_s,é’ki Tsukada

b9 : . L

a o w = ooomom

bbout the environment and health.

{Electron Beam) coating technology unique DNP next-
neration. eco-iriendly technology for hardening resins by
[posing them to an elertran beam Compared to products coated
th urethane or UV resin. EB coated products have greatar

rface hardness, light resistance and stability. and betler quality
e manufacturing methad uses less energy, reduces carbon
oxide emissions, and davs not require the use of solvents




Future Business Development

Taking Advantage of DNP's Original
Technologies and Expanding Our
Business to All Types of Dwelling Spaces

We are working on "dwelling space
solutions” that provide eco-friendly,
healthy and pleasant dwelling spaces. We
offer a complete line of products for every
type of space that people inhabit, and
solutions that meet customers’ needs and
solve technical problems related to
construction methods.

In Japan, there are predictions for big
changes in the housing market due to
demographic trends such as the declining
birthrate, aging population and declining
househeld size. In the future, there will
likely be less demand for single-family
housing, more condominiums and renial
housing, and greater demnand for
renovation work. We are aware that in this
type of market, the key to expanding our
business will be to establish environment
and health protection as bases from which
we add value to our products and services,

Specific Dwelling Space Solutions Related
to Environment and Health

Concerning the environment, we are
accelerating the intreduction of non-PVC
olefin resin film, and are actively
promoting the use of water-based inks.
We have developed a large number of
healthy products that do not use volatile
organic compounds (VOCs) like
formaldehyde, toluene and xylene.
Furthermore, we help protect forests by
using more eco-friendly base materials
such as recycled materials and plywood
made from reforested lumber,

At the same time, in our manufacturing
plants, we were among the first in the
industry to introduce solvent processing
facilities and have taken active measures
to protect the environment through our
production processes. In 2002, we
became the first Japanese company to be
awarded ISQ/IEC17025 certification, for
developing our small-chamber method of
measuring VOCs. We established a
“living-space analytical evaluation center”
dedicated to measuring VOCs emitted
from construction materials. The center
not cnly measures YOCs emitted from
DNP’s own products, but also takes orders
for measuring on behalf of outside clients.

In the future, we plan to continue to
focus on developing products and
technologies that address environmental
and health issues, and actively participate
in new business fields.

Part of the wide range of "ifestyle materials™ provided by DNP

Strongly Pushing Sales in Japan and
Abroad, with Focus on Eco-Friendly
Products

We offer our clients high-quality spatial
designs and high-performance products
that we design ourselves, and in doing so
we meet a variety of needs. In particular,
we have been using our world-class eco-
friendly technology as a basis for
expanding sales from Japan to the rest of
the world. Despite our success to date, we
believe the vast overseas market still holds
important business opportunities.

Given the whole world’s concern with
environmental issues today, we feel
certain that our EB coating products, with
their overwhelming competitive advantage
as eco-friendly products, have the
potential for great growth in sales and
profits all over the world. We plan to
develop this potential through broad-
based sales promotion efforts in the
United States and elsewhere, including
South Korea, China, and Europe.

[3NP Annwl Report 2007




Special Feature:

Imprint for Innovation

‘ Photo Print Business

Creating New Markets and Developing the Global Market
Through a “Kakushashin*”" Strategy

We are using the strengths that we have built up through our photo print business as a core from which we will further
expand the business, including the creation of new markets and the development and application of our core strengths to
a variety of business fields. We call this strategy “kakushashin.” We expect to achieve lasting and stable growth thanks to
our strong points — the comprehensive strength of the DNP Group with its close connections to a variety of business
fields, the technology that sustains our top share of the rapidly growing market for dye-sublimation thermal transfer
ribbons, and our ability to develop global markets with a potential for long-term growth.

- Ty L ET T T S
[ Businest Outline | |
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DNP began its Information Media Supplies
Operations in the late 1980s, after successfully
developing two types of thermal transfer printing
media — mass transfer and dye-sublimation — by
applying coating and other technclogies that we
cultivated through our printing business. Fusion-type
media were used in such products as ink ribbons for
bar-code printers and plain-paper fax machines,
while dye-sublimation was used primarily as a color
media for printing photographs. The division's sales
have been growing.

In addition, ONP acquired the Konica Minolta
Group's ID phote business and photography-related
product manufacturing and sales businesses in
2006, allowing us to respond to the demand for
both silver halide and dye-sublimation methods of
printing. DNP calls its basic strategy, "Kakushashin,”
which means actively expanding markets by
applying and developing photo printing in various
business sectors and building an integrated system
that offers everything customers need, from
solution proposals to products and services.

for prints of photos taken with digital cameras and
mobile phone cameras. In today's market, some 85
billion photos are printed each year worldwide. Of

those, a little more than 2C billion are digita! photeos.

This market is growing by double digits every year
and is expected to reach more than 50 billion in
2010, DNP is the top supplier of dye-sublimation
thermal transfer ribbons used for the rapidly
growing digital photo print market.

In addition to leading the promising photo print
market, we are speeding up development of new
markets through our “Kakushashin” strategy.

+ Proprietary technolegy that supports our various
products, including the top market share in dye-
sublimation thermal transfer ribbons

+ High-quality silver halide photographic printing
zaper business acquired from Konica Minolta
Group

« Capacity to develos and provide solutions that
can be applied to a wide range of applications,
such as ID cards

+ Manufacturing and sales systems that allow us to
develop global markets,

* “Kakusheshin” 1s a strategy wheraby DNP expands its existing
businesses while creating new markets by using our strength in
photo printing and an abundance of printing technologies to
develop businesses that provide a variety of products and
services

Managing Director
Shigeru Kashiwabara




Future Business Development

Expanding Qur Digital Photo Print
Business

The digital photo print market is rapidly
growing. Due to the spread of digital
carneras and mobile phones equipped
with cameras, the number of pictures
people are taking has increased
dramatically, and the demand for printing
photos is also increasing. Demand for
printing at camera shops had begun to
deciine at one point due to the spread of
home-use printers, but it has begun to
surge again thanks to improvements in
areas like print longevity, coloration guality,
and printing speed.

In order to meet this need, DNP offers
dye-sublimation (dry) NEXLAB100O
minilabs and other printing systems
designed for drug chain stores in North
America, along with support services for
these products. In Japan, we also
developed PrintRush self-service photo-
printing kiosks and established PrintRush
Co., Ltd. to selt them. PrintRush terminals
are very popular because they can print a
photo in only three seconds, We are
working on increasing the number of
kiosks in operation.

Enhancing Our Manufacturing, Sales and
Service Systems in Japan and Abroad

So far we have built manufacturing,
sales and service systems not only in
Japan, but also overseas, primarily in
Narth America and Europe. in the future,
we will be building an even stronger
business structure as, in addition to DNP’s
own sales channels, we continue to serve
customers of the Konica Minolta Group,
whose photo-related businesses we
acquired in 2006,

In the various countries of the world,
customers’ photo printing requirements
have come to differ depending on such
factors as the degree to which
digitalization has progressed and the kinds
of corporate support that are available. We
consider our ability to develop worldwide
business to be one of our strengths. We
expect to see the digital photo print
market spread even more widely in the
future, and we will be working to expand
DNP's market share on a global scale.

Dye-Sublimation Thermal Transfer Ribbon Production and Sales Bases
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DNPID Imaging
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Creating New Markets Through
“Kakushashin” Strategy

Qur photo print business is uniquely
positioned relative to the world market.

For cne thing, we can handle both wet
(silver halide) and dry {dye-sublimation)
methods. For both these methods, we
provide not enly print media, but also color
management technology and services.

Other factors supporting our unique
position are our "Kakushashin” strategy and
the comprehensive strength of DNP, which
we can use to implement that strategy.
“Kakushashin™ is aimed at creating new
markets and expanding cur photo print
business more than ever by applying and
developing the core strengths that we have
already cultivated through our photo print
business to a variety of business fields. For
example, by promoting a broader use of
photo 1D cards — a market in which DNP
holds the top share — we can increase the
accuracy of personal identification and boost
security at offices and various types of
facilities. There are many additional
possihitities to develop, such as providing
photo gift cards for promotional use or
producing photo albums linked with editing
and publishing functions. We can do things
like this only because DNP is the world's
leading comprehensive printing company
and has ties with client companies in a
variety of industries, and has built an
integrated system of planning,
manufacturing, selling and operating. We
plan to continue developing original products
and services that anly we can provide, and to
continue creating new markets.

DNE Annual Repott 2007 2.9



Special Feature:

Iimprint for Innovation

‘ Display Components Business ’

Boosting Competitiveness in the Flat-Screen Display
Market and Developing Next-Generation Displays

In cur quest for greater profitability in the growing flat-screen display market, we will focus on two goals: expanding our
customer base by touting the superiority of the inkjet method for color filter production, and expanding our revenue base
by developing peripheral components that contribute to high performance and low costs. We will also wark to expand our
field of business into the arena of next-generation dispiays, with a special focus on organic EL displays.

i 'fBliJsiness Ou:tline ] e _
DANP’s involvement in the display industry began in
1958 with our successful development of shadow
rmasks for making television picture tubes. Today
we make a variety of products including color
filters and antiglare films for LCDs (hguid crystal
displays), back plates for plasma displays, and
projection screens. In addition, we have started
supplying products used in new growth areas such
as next-genaration organic EL displays.

Managing Director

Masahlko Wada

pom— — ro—
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The market for liquid crystal. plasma and other {fat-
screen displays is continuing to grow by about 20-
30% per year. The market for color filters used in
LCDs is worth about 1irillion yen, DNP controls some
40% of the roughly one third of the market that is
open to cutside suppliers. The market for back panels
used in plasma displays is warth about 200 billion
yen per yaar, and DNP holds about 30% of the
roughly one quarter of that market that is sourced
from cutside. In the future, demand for flat-screen
displays is expected to grow even more, with LCDs
being used pnmarily in televisions, laptop computers,
mokbile terminals. and monitors mounted in motor
vehicles, and plasma dispiays being used in televi-
sions with screens 50 inches or larger,

DNP also provides antiglare films, electromagnetic
interference shield:ng filrn, and other cptical films. We
service the entire range of display components,
inchuding actively addressing the market for arganic
EL displays, which 1s expected to balloon to 200
Gillion yen in 2010.

Strengths )
= Micro-processing techriques honed through our
printing business, color management technology.

quality contro! technology. and the ability to

cevelop new technologies and new products
= Integrated systerns and comprehensive organiza-
tional strength that suppert technotogical and
developmental strengths, and manufacturing
platforms that can generate high-quality products
The above strengths allow us 1o produce higher-
performance products more efficiently, and make
it possible to meet customers’ diversifying needs
inrapidly changing markets.




Future Business Development

Aggressively Expanding Our Customer
Base by Making the Most of Qur Superior
inkjet Method

The color filter market is approaching a
major turning point. As 8th-generation
and larger sizes become the latest
mainstream products, it will be necessary
to switch to the inkjet preduction method,
and manufacturers will need more
sophisticated technology than ever before.
Panel makers who until now had been
making their own color filters by
conventional methods will have to choose
between developing new inkjet technology
or buying their color filters from outside
suppliers.

In view of this change, we will work to
broaden our customer base by touting the
superiority of the inkjet method, which so
far only DNP has succeeded in adopting
for mass production. The inkjet method
has multiple major advantages. For
example, the initial investment reguired for
setting up a new manufacturing facility is
relatively small. It is also cost competitive
because rather than using a large mask,
materials are applied only to areas where
Lhey are necessary. The materials used in
the inkjet method yield truer colors, and its
more advanced color management
technology processes multiple colors at
one time. Furthermore, the inkjet method
can be flexibly adopted on an in-plant or
by-plant basis, etc. to suit the particular
needs of each panel manufactured.

We also aim to improve our profit
margin and respend to pressure for lower
prices by increasing our products’ added
value, for example by integrating a color
filier, compensation film, and polarizing
plate as one piece.

CDT  : Cothode Ray Tube for PO

CPT  : Cathode Ray Tube for TV

LCD  : Lwguid Crystal Display

OLED : Organc Light Erutling Drode
(Organic EL)

PDP Plasma Display Panel

PTV  : Projection TV

Expanding Our Revenue Base by Developing
Peripheral Components that Contribute to
High Performance and Low Cost

We believe that there are many business
opportunities in the display field, related to
raising the performance and lowering the
cost of panels.

DNP already supplies a large number of
peripheral components. For example, we
have a 70% share of the market for anti-
reflection films used in LCDs, and virtually
100% of the market for contrast
improvemnent film used in plasma displays.
In the LCD photomask sector, as more
companies begin to use DNP’s halftone
masks, especially for large panels, we aim to
contral 25% of that market within one year.
We are also working to fulfill panel makers’
needs by continuing to improve
performance and reduce costs. For example,
we integrated multiple back light peripheral
components into a single piece and
combined one multi-function film to replace
multiple layers of functional films,

At DNP's Nang Science Research Center,
we are developing high-performance
products that combine printing process
technology with advanced nano-materials
technology. Through research into a broad
range of advanced fields, we are developing
even higher-performance new materials and
components as we work to expand our
revenue base.

Display Market Growth
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Gearing up for Organic EL Displays Based
on a New Business Model

Organic EL displays are widely expected
to take over as the next generation of
displays. We will be able to supply a broad
range of products in this area. We already
supply color filters that modulate light to
display more natural colors, and masks
used in the production process. In the
future, we plan to develop lens film that
will improve light-emitting efficiency.

Organic EL displays are expected to be
adopted for a wide range of uses because
of their simple construction and because
their self-luminescence makes them easy
on the eyes. The market for these displays
is expected to outstrip the market for
LCDs. We are actively developing products
in order to take advantage of the
opportunities offered by the opening of
this new field, based on a different
business model in which we offer modular
panels and other more comptex products,
rather than simply providing components
like color filters. In the future we will be
further strengthening cur ties with the
various manufacturers and building new
production systems.
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Special Feature:

Imprint for Innovation Electronic Devices Business

Building New Bases in Taiwan and Japan:
Focus on 45nm Mass-Production Technology and
Development of 32nm Manufacturing Technology

As the semiconductor market continues to enjoy stable growth, DNP holds an overwhelming share of the market for
cutting-edge photomasks. (n the future, we will be focusing our energies espacially on preparing supply systems that can
handle the surge in demand that is expected in the Asian market, and on mass producing 45nm products and developing

32nm products, with the goal of growing faster than the overall market.
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In 1958, DNP succeeded in developing shadow In 2006, the worldwide photormask market was + The printing technology that we ¢all “the DNA of

masks made with the photolithograpy technology estimated at about 320 billidn yen (including an ~-DNP” supports our photomask business
that we cultivated through our printing business. In outsourcing market of about 220 billion yen). In the = Skilled people who can deliver the accuracy and
1959, we also succeeded in making photomask future the market is expected to grow by 5-6% per stable quality required for. drawing, process
prototypes using this technology. Ever since the year in terms of monetary value, Currently 90nm control, inspection etc.. as well as micro-fatri-
invention of integrated circuits in 1959, DNP played products are most common, but frém the second " cation and other technological strengths
a part in the pioneering days of the semiconductor half of 2007. demand for B5nm products.is expecied » Business expansion strategy that has kept us a
industry. Later, in the 1990s, DNP rose to the to reach full stride, and in 2008, mass production of step ahead of the competition, including active
challenge when Intel and the world’s other major 45nm products is expected to begin, Meanwhile, capital investrment in the mass production of
semiconductor manufacturers globalized their development of 32nm products is already underway. cutting-edge products
production bases and began autsourcing DNP's market share is estimated at more than.20% - Creation of market.trends through active ties with
production. DNP played an active rote that of the total photomask market and 31-32% of the semiconductar manufacturers, device manufac-
included collaborating with these major semicon- outsourcing market. In the market for 65nm - © turers and R&D Imstitutes, etc.
ductar makers and building overseas production ‘products, DNP currently centrols | T S P P ST SR
bases. Today, DNP has establishedan | .. about 70%.of the outsourcing ’ ’
overwhelming dominance in the photomask market (accerding to D|';~Jp i .

- market, thjanks to its technologjcal |e?de§§hip‘ estimates), ar:1d plall'ls to further
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‘ Future Business Development

We intend to expand revenues through
three main strategies: strengthening our
technological development capacity,
expanding globally, and forming alliances
with other companies.

Strengthening Technological
Development: Aiming for Further
Miniaturization and Developing Next-
Generation Technologies

So far, we have done all of our
technological development related ta
photomasks in Japan, taking advantage of
our strength in such technologies as
micro-fabrication, and in systems
development. In the future, we intend to
continue developing technologies used in
leading-edge fields.

Especially, most recently we have been
focusing on establishing mass-production
technology for 45nm products and
developing products that are 32nm or
smaller. Mass preduction of 45nm
products is expected to start in 2008, We
have already succeeded at process
development for mass productions and
have started shipping samples, With a
projected startup in 2008, we are building
a state-of-the-art manufacturing line in
our Kyoto Plant to handle mass production
of cutting-edge 45nm photomasks. To
prepare for mass production, we aim to
establish systems and technologies that
will allow us to provide products of reliable
quality.

in the 32nm field, a combination of ArF
immersion and double exposure is a
promising candidate to be our next-
generation photolithography technigue. In
the iuture, use of ArF immersion scanners
is expected to spread, and 32nm
photomasks are expected to be in great
demand. We plan to resclve technological
hurdles such as impraving the accuracy of
superposition for double exposure.

Expanding Globally: Establishment of
New Manufacturing Base in Taiwan

As Western semiconductor
manufacturers increasingly move away
from daing their own fabrication, the
photomask market is shifting to Asia, and
to Taiwan in particular. Taiwan has a
concentration of semiconductor plants
that can produce the latest 300 mm
wafers, especially major foundries. It has
become a major world production base
that is even active in investments in state-
of-the-art products. We expect the
demand for advanced photomasks will
continue tc grow in this area. DNP already
holds an overwhelming share of the
market for cutting-edge 65nm
photomasks. We began supplying
Taiwanese foundries with 65nm products
before other cormpanies did, and have
established long-term supply contracts.

We are currently building a cutting-edge
photomask manufacturing plant in Taiwan,
which we aim ta start operating in May of
2008. This new base will allow us to
provide stable supplies to even more
semiconductor manufacturers and to meet
their demand for quick turnaround times.
The new base will also help further solidify
our pesition as a leader in the world
market, because it will allow us to provide
better customer service and sales
activities more closely tailored to our
customers' needs.

Photomask Market
(¥ Billion)
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Forming Alliances: Joint Development
with Manufacturers of Chips, Devices and
Materials

We plan to continue our ongoing joint
development with manufacturers of
semiconductors, devices and materials,
while proactively considering possibilities
for alliances with other companies.

We have long been partners with Intel in
the joint development of cuiting-edge
mask technology, and we will continue to
maintain good relations with lntel as our
customer and partner, In January 2006,
DNP and Intel extended our photomask
development collaboration to photomasks
used in the production of semiconductors
with line widths of 32nm and less,
including the development of extreme
ultraviolet (EUV} lithography.

We will also actively strengthen
relationships with foundry manufacturers
in Taiwan, as we assume this will be
important in the future.
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DNP In Brief

Qverview

Profile

tin October 2006, DNP celebrated the 130th anniversary of its
founding.

Shueisha, the forerunner of Dai Nippon Printing Co., Ltd., was
established in 1876 as Japan's first full-scale printing company.
Shueisha's motto, "Running a Civilized Business” expressed the
company's aspiration to contribute to the development of society,
and we have maintained this aspiration ever since. After starting
out as a printing company, the company later branched out into a
variety of fields, including commercial printing, business forms,
packaging, lifestyle materials, industrial supplies and electronics. T
Today, DNP has established itself as the world's largest The Shueisha building circa 1890
comprehensive printing company.

Currently, DNP employs about 38,000 people. In Japan, DNP has
20 division offices in major cities, 48 sales bases and 58 preduciion
plants, while overseas it has another 21 sales offices and 7
production plants. The DNP Group includes Dai Nippon Printing
Co,, Ltd., 96 cansolidated subsidiaries and 11 affiliated companies
that are accounted for by the equity method.

In this 2nnual report, "DINP” refers to the entire DNP Group, and "we” refers to DMNP or the DNP
management team.




Corporate Philosophy

Management Principle

Business Vision

The DNP Group contributes to
the emergently evolving
society of the 21st century.

P&l Solutions

In an emergently evolving society, we intend to discaver
the problems and issues that consumers and client
companies face, and solve them by fusing printing

technologies (FT) and information technologies {IT).

We believe that in 21st-century society, interaction between
autonomous and diverse individuals and organizations will cause
unexpected phenemena to occur, which in turn will cause society to
change. This change will affect individuals and organizations and
generate new unexpected phenomena, resulting in z rapidly
changing society that will require people to mzke adjustments in
order {0 adapt.

We call this type of society an “emergently evolving society,” and
we have made contributions to its development our management
creed. While keeping in view the changing times, we intend to
actively lead evolutionary development, further expand our
businesses, and fulfill our social responsibilities.

m Creation of Value by DNP

In an emergently evolving society, markets and consumers’ needs
change in unpredictable ways. Telecommunications networks,
financial and distribution systerms, education, food clothing and
shelter, and other social infrastructure are constantly changing. As
corporations and consumers increasingly wonder how they will
cope amid such changes, we can discover busingss opportunities
for DNP in the need to solve their problems.

We believe that by noticing signs of change befare others do,
coming up with possible solutions for problems, and getting a head
start on making proposals, we can develop our business and
contribute to society, We can make the most of these business
opportunities by making use of the PT and IT that we have
cultivated in order o offer various products and services, and by
developing new saolutions and becoming invalved in the building of
new infrastructure.

DNP
Marketing/ Autonomous
Pianning ) and diverse
/ .. AN individuals and
N\ Taiwa / f organizations R
R&D Production
Emerge_ently Influence on
Interactivity evolving individuals and
Creat‘lon Of society organizations
—~ new value
Products/Services M
\ Unioreseen
Printing P&l Information phenamena
Technolegy Solutions Technology

* "Iaiwa" is a process that entails identifying problemns and finding sotutions through the exchange of viewpoints and ideas.
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DNP in Brief

DNP’s Businesses

Business Portfolic and Segments

DNP has two main businesses: our Printing business, which has
developed through the application of printing and information
technologies, and our Beverages business, which is handled by
Hokkaido Coca-Cola Bottling Co., Ltd.

We divide our Printing business into three segments: Information
Cormamunication, Lifestyle and Industrial Supplies, and Electronics.
The three Printing segments account for about 95% of DNP's
consolidated net sales. We have constructed a business portfolio
that is well-balanced from the standpeints of stability, growth
potential and risk.

® Three Well-Balanced Strategic Segments

information
Communication

A core business that provides
stable revenues; deals in a wide
variety of infarmation media,
inciuding printed materials,
smart cards, |PS and netwarks

The 3 Sub-Segments
of DNF's Printing
Segment

Lifestyie and
Industrial Supplies

The force that drives expansion of
our business fields, we have
applied panting technologies to
new lields such as packaging,

dweling ratenials. opto-materials Swee, o™

and industrial supplies

Electronics

Qur growth driver; we have
achieved overwhelming market
share and high growth potential

in display components and

electronic devices

O Printing

Information Communication

Our Information Communication segment is composed of three sub-
segments: the printing of boaks and magazines, which has been a core
business since DNP’s founding; commercial printing; and business forms.
This segment covers a wide variety of media, including both paper and
electronic media such as the Internei {via PCs and mobile phones) DVDs
and digital broadcasting. In addition to offering all types of printed
materials, we combine services like marketing analysis, customer
relationship management, planning, systerns design and development,
media content creation and distribution, and data security management,
in order to offer unigue DNP solutions that expand our business.

Lifestyle and industrial Supplies

The Lifestyle and Industrial Supplies segment contains three sub-
segments: packaging, lifestyle materials and opte-materials/industrial
supplies. All of these operations handle a large number of products that
are closely connected with ardinary people’s lives. Starting with printing
on nan-paper materials like film or steel, we use coating and etching
technolegies and other basic printing skills to make products like optical
film used in electronic displays. DNP is the world's largest supplier of a
number of products, including color ribbons for printing photos from
digital cameras, and we continue to expand our field of business into a
broad range of areas including electrodes for lithium-ion rechargeable
batteries used in mobile phones.

Electronics

DNP's Electronics segment uses the world's most advanced micro-
processing technologies to provide a large number of electronics products,
including photomasks (original plates used in semiconductor production),
and color filters used in LCDs (liquid crystal displays). Ever since DNP
became the first company in Japan to succeed at making shadow masks
for domestic color televisions about a half-century ago in 1958, the
company has made use ol advanced technology to develop electronic
devices and display-related products one after another. By winning our
customers’ trust and being better than the competition as a manufacturer,
we steadily established a solid basis for our electronics business. Today,
DNP electronics components hold the key to progress in many
infermation-related devices.

O Beverages

DNP operates a beverages business through its subsidiary, Hokkaido
Coca-Cola Bottling Co., Ltd. By taking advantage of the strengths of our
Coca-Cola plant, we develop new products that are unigue to Japan. We
are working to strengthen our business base through such means as
coordinating production and procurement with regional bottlers in Japan,




Special Characteristics of DNP’s Structure

DNP as a Comprehensive Printing Company ® DNP's Business Grows Through "Comprehensive Orders”
Because we expanded into new business fields Work Flow at DNP
while keeping printing technologies at the core of

[rl =R R =lalelalalalalala) Towardihenextprcjecl Cooooooooaoog
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aur husiness, DNP has developed into a kv

comprehensive printing company engaged in a Products

Data Design/ [T T T delivery/ Evaluation

. . . Planning
broad variety of fields ranging from book and nning processing [l development g EYRT ER IR service of results

magazine publishing, commercial printing, business provision
foims, packaging, building materiats, opto-
materials/industrial supplies and display
components to electronic devices. By going a step

further and combining printing technologies with

i
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information techno!og:es, we are acce!eratmg our development processing and management operation management

expansion into new fields. Our comprehensive
. . . p . Praduction of . Implementation/

printing company format is a business maodel not romolion still and Program Information speration Marketing

. . . R planning . . development security

seen elsewhere in the world, and this uniguenass is video fmages of plans

one of DNP's Strengths. Product Ir:alrcc‘i:;:luyal system irﬁ‘:::;ieorn Customer Alliances
ONP doesn't merely develop and offer products planning management  CEVEIOPMENt L ement SeTVice center

and services. Rather, we hold repeated dialogues

with our customers in our capacity as a coordinator,

and work to find solutions to a variety of problems.

Because we dynamically link various functions

including research and development, production,

sales, planning and management, we can actively ® A Group Structure That Enables Efficient Operation

“create” orders that extend to auxiliary operations in
addition to a main product or service.

Group company

DNP's Group Structure -
he head office of the DNP i Ni G comaany Dai Nippon Group company
As the head office of the Group, Dai Nippon Printing Co., Ltd.
Printing Co., Ltd. (DNP) handles functions like
. Planning Research
planning, research and development, and sales, and / /
Development

also maintains close relations with the production
and technical sections of the Group companies in
order to support the Group's cohesive structure, The
head office and Group companies concentrate on \
their respective roles in order to increase the
efficiency and profitability of business operations.

Group company Group company

/

Group company Group company

Group company

DNP Annual Report 2007




DNP in Brief

DNP at a Glance

DNP's main businesses consist of three segments: Information Communication, Lifestyle & Industrial Supplies and Electronics. Together,
they contribute 95.3% of the group's net sales. The company also has the Beverages business segment, which generates 4.7% of net sales.

I Information Communication
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Lifestyle and Industrial

Information Communication 42 7% Supplies 34.0% Electronics 186%  Beverages 4.7%

Net Sales L

(%)

Lifestyte and Ind-ustri.-al_ .

Infarmation Communication 49.6% Supplies 35.3%

Qperating Income [

(%)
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DNP in Brief

DNP Solutions Businesses

DNP offers flexible solutions to a variety of problems faced
by corporate clients, based on the knowledge and skills that we
have accumulated throughout our long corporate history.
These problems include, “How can we make our daily
operations more efficient?” “How should we compile data to
help us develop a new market?” "How can we increase the
effectiveness of our sales promotions?” "How should we guard
access to corporate and personal information?”

Solutions by Operating Processes

Solutions for Sales Promotion

Product development support
Enhancement of sales methods
Marketing and research
Promotional strategy proposals

Production of sales promotion tools and improving operational efficiency
Presentation support tools
Management of customer data

Solutions for Production & Distribution

Boosting efficiency in receiving/placing orders for materials
Databasing of product infarmation
Production line contral systems
Delivery and distribution systems
Payment collection systems
Boosting the efficiency of manufacturing operations

Solutions for Administrative Management

Various types of operational support related to
intellectual properties
Purchasing systems 1D issuing and management
Online accounting systems
Computerization of corporate information

Solutions for Public/IR Relations

Corporate communication support
Archiving of corporate information
IR solutions

Solutions for Training

Computerized training programs
Educational materials producticn support
Editing of curriculum information

Solutions by Segment

Information Communication

[ (Backs & Magazines; Commercial Printing; IPS/Business Forms) ]

ot only does DNP pracess information using new types of media, we
handle every step from planning and content creation through the delivery
ol finished products. We offer more effective, 21st-century information and
marketing strategies that ease the burden on customers in a wide variety of
industries and help deliver their messages to consumers with greater
speed, In order to establish strong security systems for protecting personal
data, we offer a targe number 