3

Working with Akita Agriculture Public Corporation, KHI participated in an
initiative launched by Japan’s Ministry of Agriculture, Forestry and Fisheries

to establish bioenergy technology utilizing soft cellulose - We were
responsible for the production of bioethanol and road tests using the fuel,

while Akita Agriculture Public Corporation was responsible for raw material
gathering and transportation. In October 2010, verification tests using rice
straw to produce bioethanol suitable for automotive fuel were successful.

The demonstration plant, in Katagami, Akita Prefecture, can produce as
much as 200 liters per day. KHI designed and built the entire plant, from
pretreatment facilities to saccharification, fermentation, distillation and
dehydration processing facilities. The plant utilizes proprietary
breakthrough bioethanol production technology using heated water to
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saccharify rice straw. This technology cuts the cost of production since it
does not use sulfuric acid or enzymes, which the conventional
saccharification process requires.

The demonstration will continue through the fiscal 2013, with the goal to
reduce the cost of production to a level favorable to commercialization.






