BUSINESS 03

Initiative | 02 Use of Al

Under the Seventh Medium-term Business Plan (Fiscal 2021-24), the JFE Shoji Group is
currently promoting its DX strategy through the ongoing initiatives of “building a framework for
the creation of DX projects,” “raising productivity through DX,” and “developing and offering
DX-related products and services.” We are also focusing on human resource development and

As part of our approach to effective use of data, JFE Shoji has started to execute PoC to apply the results of prediction and analysis in the use of machine
learning (Al) in future operations.
We are considering standard operational flows to develop Al models and activation methods to meet operational situations.

the cultivation of an organizational mind for DX promotion, to encourage employees to m Objectives of Al PoC implementation m Examples of major PoC implementation
autonomously think about DX and to establish the foundation for execution of DX. The JFE Shoji Objectives e
Group will expand and accelerate these initiatives to continuously create and enhance our » Consider standardization of individual operational expertise Commotes | Precict uture prces and veriy hethr the | Reached simiar fvelof
corporate value, while strengthening our competitiveness by providing new value to customers. « \lerify contribution to improved operational efficiency market prediction is effective for the judgment of | prediction by sales specialists
Takanori Adachi prediction current trading activity
« Consider possibilities for providing new customer services .
Managing Executive Officer Credit ratings Verify whether Al judgments are reliable for | Reached similar level of
 Accumulate skills and expertise in construction of Al models for overseas replacing individual skills in credit judgments to ones by
customers department specialists in credit department

y 4 DX Strategy \

[Example] A commodity market price — Al prediction and actual result

Seventh Medium-term Business Plan (Status of DX initiatives) From FY2025 — Alprediction  — Actual result Comparison of Al prediction vs. actual result
S - . . . Enhancement of customer service
Digitalization of existing operations ' Preparations toward creating new value and value provided

RPA promotion Basic DX training (e-learning, surveys) Development of
« Initiatives launched from FY2018 « Increase of DX-related knowledge and assessment Data aggregation DX-related products
« Identified operations in all departments and Clitealicess and services
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Approx. 57,000 hours/year (580 rohots) measures to address them by representatives of ofl NS Q S \ A N\ & N

various departments

DX executive seminars, position-specific training
Provision of services for stakeholders

using data and DX products
OCR* implementation Consideration of use of Al technologies

« Greater efficiency through linkage with RPA in operations ‘ Initiative | (1 Noncontact, nondestructive inspection hv usmg radar'eqUiDDEd drones (JFE Sh0]| ElectroniCS)
« Reduction of operational workload by receiving * Implementation of proof of concept (PoC) of
electronic data through Excel, etc. numgncal Al using machine Iearn|ng
Eﬁ‘éﬂi‘e{’z'%%%’ﬁgﬁlE/gyiﬁﬁ?%‘é’n"érfcvuzrﬂﬁﬁxs) " Coneidereton ofuse ofgeneratve AL (ChatGPD Enhancement of JFE Shoji’s corporate value In preparation for the advent of an ultra-aging society, JFE Shoji Electronics and Osaka University have jointly developed millimeter-wave radar
technology that can inspect air gaps and cracks within the outer walls of buildings without making contact or destroying the walls, to address the issues
*Optical Character Recognition/Reader of transferring skills and shortage of inspectors.

JFE Shoji Electronics will contribute to labor savings, safe and efficient operations, and the acceleration of regular inspections by building owners by
offering this solution by using wall-surface robots and drones installed with millimeter-wave radar. The application of this radar solution will also result

Initiative | Q1 Effective use of data in extending the life of buildings and preventing disasters for building owners.
Announced success of second verification test with achievement of lighter weight, higher sensitivity,
The effective use of internal collected data (customer information, financial and accounting information, budget management information, etc.) is the key and greater speed for commercialization
to the success of DX promotion. Features of !he @ Dramatic reduction in weight of radar portion (435 g)
JFE Shoji will transform operations that relied on personal intuition, experience, and judgment to objective decision-making based on data analysis nondestructive @ Winiaturization enabling closer, more sensitive inspection of objects
rather than the previous subjective decisions, by reviewing how to collect and use data at various work sites through position-specific training, etc. inspection system © Time reduction to less than one millisecond (1/1,000 second) required to measure one object
using a drone = Possible for drone to operate with greater stability for more precise measurement
equipped with 7
Many Japanese companies have already begun to transform operations that relied on the personal intuition, experience, or judgment of ultrawide band I 1. Visualization of risks invisible to the naked eye
experts to ones that use prediction and optimization that are reproduced from know-how accumulated by artificial intelligence (Al). (1G-1,000 GHz) radar ( o] \ + = 2. Cost reduction and improvement of efficiency and satety for inspection operations
3. Elimination of issues caused by lack of personnel to conduct inspections and repairs
DRONE RADAR
. This is a new inspection technology that addresses issues with previous methods!
2
Dlgltah?atlon a‘pd wls:atllzatmn Use of data for statistical analysis Fo;gca_\stllpg deThaR(Ii and u;:(;r_atl;ntal - ' ' . » -
of operational data optimization with Al (use of big data) Great success of verification test in use of test object that replicates faults within the outer wall of a building
- Succeeded in taking photographic cross-section images and visualizing air gaps
« Convert operational know-how and information « Perform statistical analysis based on collected « Conduct future prediction (prices, demand, trends, - Detected air gaps as small as 0.5 mm, gaps between tiles and layers of mortar, and gaps between concrete and layers of mortar
gathered from customers and operations to data etc.) by using data and Al (machine learning,
digital data * Make it possible to use results of analysis to deep learning, etc.) ort Tile surface
» Make it possible to use Bl tools* and other digital identify causes of current business issues and * Improve and optimize operations based on Al oriar
technology to better understand the current solutions for them prediction
status of data Fault
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Numerical Trend Improved converter !

Possible to collect, digitalize, and visualize data Possible to conduct diverse analyses prediction  prediction operational efficiency AD converier Electric cable Tile (7 mm thick) - Concrete

* Business intelligence tools: Tools that aggregate and make it possible to visualize and analyze data to support decision-making and to provide resolutions based on data
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