ESG Management

Material CSR Issues of the JFE Group

In response to the needs of various stakeholders, the JFE Group identified material CSR issues
in FY2016 and set KPIs in FY2017 to find out where and how we should invest its resources to

minimize negative social impact and maximize the Group’s value creation.

Such initiatives will demonstrate our Corporate Vision of “Contributing to society with the world’s
most innovative technology.” We aim to contribute to the establishment of the Group’s sustainable
growth as well as sustainable society through the implementation of these initiatives.

Corporate Vision: Contributing to Society with the World’s Most Innovative Technology

Contributing to the Sustainable .
Development Goals (SDGs)
through business activities

In September 2015, a United Nations
Summit adopted 17 SDGs to be ad-
dressed through worldwide efforts to
achieve sustainable development. In re- 13
sponse to requests from global society,

the JFE Group will strive to contribute to
SDGs though its business activities.

® Provide products and services based on advanced

Stably supply products

Increased corporate
value and sustainable
growth of the JFE

Group

safety and health

their families and create rewarding workplaces

Business partners

Ensure the health of employees and their families
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FY2016: Identification of Material CSR Issues

By measuring the businesses of the JFE Group against the following
yards ticks, we have identified 35 core issues for our CSR initiatives:

® GRI G4 Sustainability Reporting Guidelines

©|S026000 e Sustainable Development Goals (SDGS)

® ESG survey via external assessment

@ |nternal documents on employee satisfaction surveys, etc.

@ Benchmark surveys on the three business areas

Prioritization (Group-wide Meeting)

We prioritized the above 35 issues in two ways: stakeholder expectations
and relevance to business (societal impact), and identified 13 issues in
five focus areas.

Identification

Group-wide meeting
Managers from each operating company discussed the prioritization from

the perspectives of group management and their respective operating com-

panies’ interests.

Validation

The following process validated the material CSR issues identified:
® Confirmation and examination by each operating company
® Two-stage examination and approval by JFE Group CSR Council

*Participants included the President of JFE Holdings (chairperson), executive vice pres-
ident, Corporate Officers, full-time Audit & Supervisory Board Members, and the pres-
idents of operating companies, etc.

FY2017: Setting KPIs

Review / Setting KPls

Conducting reviews
® Reviewed by the JFE Group CSR Council
® Examined comments by third-party experts on the CSR report

Setting KPIs

We set KPIs and implemented PDCA through the following processes.
@ Review was conducted by each operating company

® Draft KPIs were submitted to the JFE Group Environmental Committee
® KPIs were deliberated at and approved by the JFE Group CSR Council

JFE GROUP REPORT 2019
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ESG Management

Material CSR Issues of the JFE Group

KPIs for Material CSR Issues

group-wide basis.

beyond.

-Performance in FY2018 and revisions for FY2019 and beyond-

To address material CSR issues identified in FY2016, the JFE Group has set KPIs and has been working on the issues on a

Based on the performance and efforts implemented in FY2018, we partially revised KPIs to be adopted in FY2019 and

We will continuously take into consideration the business characteristics of each operating company upon setting KPlIs,

aiming to facilitate PDCA cycle and effective CSR management.

Operating

Areas of Focus Material CSR Issues

company

o Make steady progress on strengthening its manufacturing base to

[l JFE Steel [l JFE Engineering JFE Shoji Trade

Results and initiatives implemented in FY2018

o Stable provision to customers was unsuccessful due to equipment

Evaluation

‘ The JFE Group CSR REPORT

https://www.jfe-holdings.co.jp/en/csr/data/index.html

O: Fully accomplished  A: Partly accomplished  x: Not accomplished

KPIs for FY2019

e Stable products supply to customers through steady operations

. problems, but capital investment for the establishment of manufacturing YAN © Make steady progress on strengthening its manufacturing bases,
ensure stable supply bases, with focus on upstream processes, was implemented starting with blast furnace stabilizing measures
Revenue reached record-high in FY2018, while the stable number of . ) )
SR | « Secure a stable number of certificated managing engineers : R ‘ O * Secure a stable number of certificated managing engineers
products managing engineers was successfully secured
Amount of investment
» Make consistent capital investment in processing and distribution * Investment in quality enhancement: 8.2 billion yen * Make consistent capital investment in processing and distribution
O
operations  Renewal and safety investment: 3.5 billion yen operations
o System investment: 3.1 billion yen
Y o ) ) * Implementation of the capital investments for improving the level of
. ) ) o Capital investments regarding improving the level of quality assurance ) ) ) ) )
e Improve the level of quality assurance and product testing ) ) ) O quality assurance and product testing established in the Sixth
and product testing are progressing according to plan ) .
Medium-term Business Plan
Ensure quality .  No major quality problems o No major quality problems O No major quality problems
o Conducted quality audits at least once annually on 30 manufacturing . ) . )
Continue to conduct quality audits at least once annually on 30
e Conduct quality audits on affiliate companies affiliate companies O manufacturin aﬁiliatqe con)g anles (audit executin rate'y 100%)
o Audit executing rate: 100% (Japan: 16 companies; overseas: 14 companies) g P g rate: °
Provide quality products
customer satisfaction  Conduct R&D operations established in the Sixth Medium-term
( ) .  Make consistent or increased investment in R&D operations e Increased R&D budget by 12% compared to FY2017 O Business Plan o
Pursue R&D
Activity operations « Investment amount is maintained and increased
.  Make consistent or increased investment in R&D operations FY2017: 3.8 hillion yen* O  lake consistent or increased investment in R&D expenses
FY2018: 4.1 billion yen* (8% growth from FY2017)
Building of infrastructure
o Promoted implementation of an inquiry-based workflow system
 Made inventory and work-in-process items information browsable on o Implement rank-based training within the sales department and
. « Build infrastructure that improves customer satisfaction, and mobile devices O ensure all employees receive training within two years from
strengthen training for sales personnel Training for sales personnel assignment
* Rank-based training within the sales department (newly appointed sales * Implement customer satisfaction surveys and give thorough feedback
Respond to employees, mid-rank sales employees, General Managers, Office heads
customer needs Added quality assurance (QA) training in FY2018)
. o Use data collected from customer surveys to enhance customer o Gave feedback through work performance assessment notices for public O e Use data collected from customer surveys to enhance customer
satisfaction works, and the QMS customer surveys for private works satisfaction
) - . ) e Ensure that all target employees receive employee training such
) o Provided employee training such as skill development, and group train- ) g pioy pioy g )
e |nvest in the development of strong sales personnel o ) @) as skill development, and that all target staff from overseas offices
ing in Japan for staff from overseas offices, as scheduled (100%) . L
receive group training in Japan
Develop and provide . . .
enviro npm ent ;,"y . e Expand the environmentally friendly products and technological o Developed EXPAL (short for “extend painted life”) steel sheet and topolo- O  Develop new products and technologies established in the Sixth
q offerings gy optimization (weight reduction of parts) technology, etc. Medium-term Business Plan
Protect the global friendly products
[ hr T . CO2 reduction target defined in the Japan Iron and Steel Federation’s . Working towards the arget defined in the Japan Iron and Stee . CO2 reduction target defined in the Japan Iron and Steel Federation’s
environment 1. CO2 reduction target defined in the Japan | d Steel Federat 1. Working towards the FY2020 target defined in the Japan | d Steel 1. CO2 reduction target defined in the Japan | d Steel Federat
chag o “Commitment to a Low Carbon Society” Federation’s “Commitment to a Low Carbon Society” O “Commitment to a Low Carbon Society”
. Continue to invest in energy conservation . Made capital investment in energy conservation . Continue to invest in energy conservation
9 2. Continue to invest i i 2. Mad ital investment i i 2. Continue to invest i fi
*R&D investments for the current fiscal year
51 JFE Holdings, Inc. JFE GROUP REPORT 2019
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ESG Management

Material CSR Issues of the JFE Group

. JFE Steel . JFE Engineering JFE Shoji Trade O: Fully accomplished 4 Partly accomplished x: Not accomplished

Operating

Areas of Focus Material CSR Issues KPIs for FY2019

Protect the global
environment

Activity

company

Develop and provide
environmentally
friendly products .

Mitigate climate
change

e Contribute to climate change mitigation through our products and services

Results and initiatives implemented in FY2018 Evaluation

o Amount of CO, reduced by renewable-energy power generation plants we
introduced
4.12 million t-CO, per year

1. Contribute to global environment conservation through our products and
services
® Spread of waste-to-energy plants
® Spread of woody biomass power generation
© Energy conservation in water and sewage facilities
® Spread of geothermal, solar and wind power
® Spread of sewage sludge energy plants
 Provide electricity from renewable sources
2. Reduce CO, emissions in factories and offices

Protect the global
atmosphere

1. Continue to work on keeping NOx and SOx emissions at low levels
2.VOC emissions: maintain at low levels (30% decrease compared to 2000)
3. Benzene emissions: maintain at low levels (80% decrease compared to 1999)

4. Dichloromethane emissions: maintain at low levels (40% decrease compared to 1999)

Items 2. to 4. were added during the fiscal year for KPIs enrichment

1. NOx and SOx emissions were kept at low levels through thorough
combustion-control

2.VOC emissions: 51% decrease

3. Benzene emissions: 93% decrease

4. Dichloromethane emissions: 68% decrease

1. Continue to work on keeping NOx and SOx emissions at low levels

2.V0OC emissions: maintain at low levels (30% decrease compared to 2000)

3. Benzene emissions: maintain at low levels (80% decrease compared to
1999)

4. Dichloromethane emissions: maintain at low levels (40% decrease
compared to 1999)

 Continue to work on keeping NOx and SOx emissions at low levels

1. Maintain the efficient use of water resources
Recycling rate: At least 90%
2. Recycling rate of co-products: At least 99%
*For KPIs enrichment, item 1.’s numerical goal and item 2. were added during
the fiscal year.

1. Recycling rate: 93.5%
2. Recycling rate: 99.7%

1. Maintain the efficient use of water resources
Recycling rate: At least 90%
2. Recycling rate of co-products: At least 99%

Pursue resource

® Recycle at least 99.5% of rubble

© Rubble recycled: 99.6%

1. ® Recycle at least 99.5% of rubble
@ Recycle at least 95.0% of sludge

Ensure occupational safety
and health

. ) @ Recycle at least 85.0% of industrial waste
recYc“ng . I B 2 L0 Isludge' ° Sludge‘recycled. 98.8% 2. Recycling rate of office resources (Yokohama Head Office): At least 98%
e Recycle at least 85.0% of industrial waste o Industrial waste recycled: 91.0% ’ ) . ) o
3. Promote the recycling business (plastics, food, consumer appliances,
fluorescent tubes, etc.)
e Increased the volume of scrap transactions compared to FY2017 (+1.4%)  Continue to implement measures that increases the volume of scraps
o Global recycling of steel scraps  |n addition to exports from Japan, we increased offshore trading, such as small- compared to FY2017
ot transactions through containers in the ASEAN region (FY2020 target: 3% increase from FY2017)
Prevent workplace ) ® Workplace fatalities: 2
accidents Group-wide e Workplace fatalities: zero occurrences e Introduced internal audit system © Workplace fatalities: zero occurrences

o |nstalled safety monitors

Ensure the health of
employees and their Group-wide
families

e Provision rates of health guidance (by 2020)
W35% M35% 40%

e Actual rates of health guidance W56.9% M221% [45.2%
© Made use of health guidance institutes

® Encouraged the people who had not taken health guidance to do so

e Provision rates of health guidance (by 2020)
W35% M35% M40%

e Rate of health examination for dependents: 60% (by 2020)

o Rate of health examination for dependents M 52.3% M 54.2% [52.4%
o Active promotion throughout the workplace and through health insurance union

 Rate of health examination for dependents: 60% (by 2020)

Recruit and nurture diverse
human resources

Pursue diversity and

. . Group-wide
inclusion

e Ratio of female recruits

Il Career-track white-collar positions At least 35%
Career-track technical positions At least 10%
On-site positions At least 10%

I Career-track white-collar positions At least 20%
Production/construction positions (technical) At least 5%
Career-track white-collar positions At least 25%

o Ratio of female recruits

I Career-track white-collar positions 43%
Career-track technical positions 12%
On-site positions 12%

I Career-track white-collar positions 22%
Production/construction positions (technical)  20%
Career-track white-collar positions 28%

* Made a website and brochures for female candidates for career-track positions

 Ratio of female recruits

M Career-track white-collar positions At least 35%
Career-track technical positions At least 10%
On-site positions At least 10%

I Career-track white-collar positions At least 20%
Production/construction positions (technical) At least 5%
Career-track white-collar positions At least 25%

e Females in managerial positions: triple the August 2014 figure (by 2020)

© Females in managerial positions: 3.3 times the August 2014 figure

® Females in managerial positions: 5 times the August 2014 figure (by 2025)

Strengthen human
resource development  Group-wide
programs

 |mprove technical skills and conduct high-quality human resource develop-
ment programs

© Human resource development programs with various educational systems

e |mprove technical skills and conduct high-quality human resource devel-
opment programs

© 100% attendance from the target audience for human rights awareness
training

e Implemented rank-based training

© 100% attendance from the target audience for human rights awareness
training

Basis of Thoroughly enforce
activity compliance

Ensure adherence
to Corporate Ethical
Standards and
compliance

Group-wide

o Steady execution of training to foster and maintain a sense of compliance

e Implemented rank-based compliance training, etc.

o Steady execution of training to foster and maintain a sense of compliance
(100% achievement)

© Improve employee awareness of ethics reflected in the Corporate Ethics
Awareness Surveys

o Tackled issues identified from the last awareness survey
Measures implemented:
1. Established an external hotline, and amended internal reporting regulations
2. Promoted work style reforms (working at home, encouraging employees to
take paid leaves, etc.)

© Improve employee awareness of ethics reflected in the Corporate Ethics
Awareness Surveys
@ Have all employees participate in the Corporate Ethics Awareness Survey

53 JFE Holdings, Inc.

* Next awareness survey to be conducted in FY2019
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ESG Management

For details on non-financial information, please refer to the JFE Group CSR REPORT.
pe=——T% https://www.jfe-holdings.co.jp/en/csr/data/index.html

Non-financial Highlights
—> Supply

(Solid line)

- -) Emissions
(Dotted line)

I Environmental Indicators I Societal Indicators

Material flow in the steel business (JFE Steel)

55

E—
€0, emissions from energy sources (milion t-C0O) and CO, emission intensity (t-C0/t-s) E o f . Wastewater D
2 ue gas Greenhouse gases Chemical 12 . Number of f I d ratio of fi I %
of JFE Steel Raw materials for steel « Scope 1 S0x emitted during substances © million tons umber of female managers (persons) and ratio of female managers (%)
- o production 48.9 miliont-co, || 4.1 milionNme | | transportation (PRTR) 3.7% .
= Scope 1 Scope 2 @ CO2 emissions from energy sources intensity 66.0 milion tons Total CO, emissions from (domestic distribution) | | © Released = Number of female managers @ Ratio of female managers
248 18% I energy and non-energy © NOX *C0, 545 tons Evaporation loss 5.4
’ 2.01 1.96 1.99 . ° o Iron ore sources 10.5 mili s | 0.403 miltion t-C0, 92 million tons 4.9
— - . million Nm Energy supply 49 310
1.99 2.02 40.1 million tons « Scope 2 © Transferred 2.7% Consumed by JFE Steel  gyppiied to society 39.1¢ -
o Coal .  Soot and dust 2,533 tons 60 90 P . 274
20.6 millon tons 6. milion o, =% 39.1+
58.3 56.6 55.0 55.2 56.6 53.2 olime A  Power, Fuel gas, Steam 25 228
— 51 = = 4 — 6.1 . .
47 A — 6.1 5.3 million tons Recovered 189
energy for
recycling Steel products 130
- Purchased energy Total water 26.3 milion tons
. 119.6rs consumption (crude steel base)
3.376 Effective use of
© Petroleum-based fuels Water resources recycled mill’ion tons, e EE Other products
i 100« " (FY) 2015 2016 2017 2018 2019
(FY) 1990 2014 2015 2016 2017 2018 Electric power, efc. 93_5% 3158 milion tons 3 © Chemicals, Oxygen,

*1. The CO: coefficient for electricity purchased in FY2018 is that of FY2017 on the Japan

Nitrogen, Hydrogen,

*Scope of calculation: JFE Holdings and operating companies

Iron and Steel Federation’s Commitment to a Low Carbon Society. Argon
*2. Data for certain fiscal years have been recalculated retroactively for improved accuracy. Industrial water -
o 2718 milion tons — - _ _ Marine and land civil Ratio of female recruits (total) ¢¢)
SOx emissions by JFE Steel (milion ) —- ;I'::ﬁ""g (R P E furnace Bl Shipments engineering materials and ratio of female recruits (career-track white-collar positions) (%)
= Emission by JFE Steel (non-consolidated) Recycled materials —  Coke 0VeN gas BF gas BOFigas /[\ . °9M2t mil:io? tons . © Ratio of female recruits (total) ~ ® Ratio of female recruits (career-track white-collar positions)
o Steel scrap > | N2 \l/ Effective use of aterials for cement,
36.8 co-products Roadbed materials,
1.3 million tons R led Port and harbor
covce construction materials, 346
® Steel scrap 39-3% 6.0 million tons Fertilizer . 31.8
(BOF, etc) 29.2 ;
26.4
) ) Landfill Recycled pft:ducts 213
* Waste plastics, etc. Landfill 0 3 Supplied to society © NF Board™, PET flakes
0.052 million tons =% Palettes, Recycled resin
, ECooCoaooooonoon0 60.4-
L _> JFE Group Recycling Processes "
60 —~—_ — PR a—

A 38 40 45 46 44 o 12.0 129

(FY) 1973 1990 2014 2015 2016 2017 2018 (FY) 2015 2016 2017 2018 2019
*Scope of calculation: total of three operating companies
NOx emissions by JFE Steel (million Nm?) Waste generated at construction sites (thousand tons) and recycling rate (%) of JFE Engineering Provision rates of health guidance (%) Rate of health examination for dependents (%)
= Emission by JFE Steel (non-consolidated) m Total Final disposal @ Recycling rate ® JFE Steel @ JFE Engineering @ JFE Shoji Trade ® JFE Steel @ JFE Engineering @ JFE Shoji Trade
—_
34.6 99.1 98.4 98.4 98.4 98.4 56.9
55.1 54.2
110.8 109.0 52.4

10.5

(FY) 1973 1990 2014 2015 2016 2017 2018

Environmental capital investment (iliion yen) and promotion expenses for environmen-
tal activities (bilion yen) of JFE Steel

101.8

(FY) 2014 2015 2016 2017 2018

Industrial water accepted (milion tons) and circulated (%) of JFE Steel

= Promotion expenses for environmental activities Environmental capital investment

m Industrial water accepted by JFE Steel (non-consolidated)
@ Industrial water circulated by JFE Steel* (non-consolidated)

50.0

474 464 92.3

426

41.8

(FY) 2014 2015 2016 2017

Lost-work Injuries

2018

(FY) 2014 2015 2016 2017 2018
* Target: dependents aged 40 or older (including dependents other than spouses)

Employment of people with disabilities (as of June 1 of each year) (%)

® JFE Steel @ JFE Engineering @ JFE Shoji Trade Group @ Manufacturing industry average

® JFE Steel  ® JFE Engineering @ JFE Shoji Trade
2.62

126.6 123.2 122
1164 12,1 1113 937 939 97 9.5 93.5 116 1.20 - - ™ 2.41
Target: over 90% 1.06 295 > 2.39
201
208 203 212 220 218 082
0.65 050 159
0.42
0.17
0.15 —— T
(FY) 2014 2015 2016 2017 2018 (FY) 2014 2015 2016 2017 2018 (FY) 2014 2015 2016 2017 2018 (FY) 2015 2016 2017 2018 2019

JFE Holdings, Inc.

*Industrial water circulated (%) = (Total amount — industrial water accepted) / total amount x 100

* JFE Steel and JFE Engineering: parent company, business associates and contractors;
JFE Shoji Trade: domestic parent and group companies, business associates and

contractors

*Lost-work injuries = Number of lost-time injuries / number of hours worked x 1,000,000

JFE GROUP REPORT 2019
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Feature

02

JFE Group’s Initiatives for Climate Change Issues

To build a sustainable society, the JFE Group works to respond to climate change risks with cutting-edge technology,

contributing to a resilient societal framework.

CO; intensity index

1990

(7))

i\

® 100
o

2 °
()]

() Eco-process/
c Innovative

(@)

o technologies
(7))

()

o

I Coke dry quenching (CDQ)

I Endless hot strip rolling

@ Basic Policy

The JFE Group’s business involves steel manufacturing, which emits massive amounts of CO,. That is why climate
change issues are serious management issues from the viewpoint of business continuity. The steel business ac-
counts for 99.9% of the JFE Group’s CO, emissions. The JFE Group is able to manufacture steel with the lowest
CO, emission intensity among all the integrated steel mills in the world through developing diverse technologies
that enable energy saving and CO, emission reduction, and applying them to our iron and steelmaking processes.
We will continue developing processes to reduce environmental impact and spread our vast accumulated technol-
ogies globally for new opportunities, in order to contribute to mitigating climate change.

I Top pressure recovery turbine (TRT)
M Regenerative burners

1M Super-SINTER™

I Injecting Waste Plastic
into Blast Furnaces

CO0, emissions in terms of projected scenarios of long-term climate
change mitigation

JFE Steel JFE Engineering . JFE Shoji Trade

Initiatives toward a long-term vision for climate change mitigation

1.BAU Scenario™ 2. Maximum BAT Scenario? 3. Maximum Innovative Technologies Scenario
Level attained through super-i i p scenario
4-1.Low  4-2.Medium  4-3.High

Crude steel production  Pig iron production

Innovative
technologies 3
|

Total amount emitted (billion t-CO,)
6.0

5.0 4.48 17
o/
3_8M 3f8
o : 352" g 460 N
3.19 ° ® — >
% ~ — p I
® 3.55 399

Super-innovative

30 Super-innovative technologies

© 263 Scenarios

Hydrogen reduction iron making
20 1,60 ces/ccy -
\4'1' Carbon-free power

10 . 4-2.

0‘66\4;3_
0 2015 2030 2050 2100 (Year)

1.62 billion tons
() 1.22 billion tons

Source: Compiled based on information provided by the Japan Iron and Steel Federation

2.68 billiontons  3.79 billion tons
1.40 billiontons  1.20 billion tons

technologies

Development of specific technologies in the steel sector 2010 2020 2030 2040 2050 2100

Expand the use of low-rank materials,
promote energy conservation

Hydrogen-reduction in blast furnaces
(internal hydrogen)

Hydrogen-reduction in blast furnaces
(external hydrogen)

Hydrogen-reduc-  Hydrogen-reduction ironmaking without
tion ironmaking using coal

ccs Capture of CO, from blast furnace gas R&D Implementation
and others

Reuse CO, from steelworks as a
valuable resource

Ferro-coke
COURSE 50

Super COURSE 50

ccu

R&D Implementation

Carbon-free power supply through nuclear and
renewable energy, etc.

R&D Implementation
Low-cost and mass production technology using R&D Implementation
nuclear and renewable energy
0CS/CCU Deve\(_)pment _of low-cost retention technology, selection ) Implementation
of burial locations, reuse as valuable resources, etc.

Source: Compiled based on information provided by the Japan Iron and Steel Federation

Carbon-free power

Carbon-free hydrogen

@ Long-term vision and direction

The Japan Iron and Steel Federation, to which JFE Steel, the steel operating company of JFE Group,
belongs to, has set 2030 as the target year to achieve its Commitment to a Low Carbon Society. In ad-
dition, in November 2018, the Federation established and announced the Japan Iron and Steel
Federation’s long-term vision for climate change mitigation for 2030 and beyond, which ultimately aims
for Zero Carbon Steel production. JFE Steel played a pivotal role in the development

2018 of this long-term vision.

82 To help achieve the Paris Agreement’s long term goal of holding the average global
temperature rise well below 2°C, the company continues to develop and spread re-
quired technologies and contribute to playing its part in mitigating climate change.

1997 Adoption of the Third Conference of the Parties (COP3)’s “Kyoto Protocol”
2008 Commencement of the Japan Iron and Steel Federation’s “Voluntary Action Plan”
efforts 2013 Commencement of the Japan Iron and Steel Federation’s “Commitment to a Low

Worldwide

Carbon Society”

I UNIHITEN™

Eco product

n Renewable Energy
(0]
=
[
>
T
o
o
S
Utilization of waste
c% and biomass
pd
Products for
adapting to

climate change

 — e —

“Paris Agreement”

vision for climate change mitigation (Zero Carbon Steel)

M 1.5 GPa-grade cold-rolled

I Crack arrest technology automotive steel sheet JNP™ series

[ Biogas power

2015 Adoption of the Twenty-First Conference of the Parties (COP21)’s

2018 Announcement of the Japan Iron and Steel Federation’s long-term

I Electrical steel sheet:

@ Efforts up to the present

The JFE Group develops and possesses many environmentally friendly products and
technologies which help customers save energy at the stage of consumption, such as
high-performance steel materials and power generation using renewable energy. We
see this as an opportunity to contribute to mitigating climate change issues.

@ Long-term vision

Reduction of weight and the electrification of automobiles are expected to be further
advanced in the future, through enhancing the functions of its high-tensile and electri-
cal steel sheets, the JFE Group will contribute to such advancements. Also, while con-
tributing to the further spread of renewable energy, we plan to help reduce CO, through
our recycling business and efforts in resource-saving. Moreover, to prepare for the
gradually intensifying climate crisis, we plan to contribute to national resilience through
providing steel for societal infrastructure and put it into use for construction.

FY2017

29.73

million t-CO,

Contribute to the reduction of CO, emissions by providing
high-performance steel materials

(Results of Eco Product)

(Source: Information provided by the Japan Iron and Steel Federation)

FY2018

4.12

million t-CO,

Amount of CO, reduced through renewable energy plants
(Estimation by JFE Engineering)

@ Further enhanced steel materials that
contribute to a prosperous future

We have greatly enhanced the mechanical and electromagnetic characteristics of our
steel materials. For example, since the 1970s, our steel sheets for automobiles have
been increasingly strengthened in response to various social backgrounds and de-
mands. The reduced weight of automobiles led to lower fuel consumption, which in turn
contributed significantly to reducing CO, emissions. However, the characteristics level
of enhanced tensile strength of our steel is only 1/10—1/3 of the theoretical limit. Aside
from further strengthening its steel products, the Japanese steel business will provide
the fundamental materials for future society through developing next-generation steel
products for future hydrogen infrastructure, as well as contribute to the reduction of
€0, emissions throughout the lifecycle of such products.

Tensile strength of steel actualized in 2019 (GPa)

Steel sheets for
automobiles Steel cords Theoretical
tensile
strength:

10.4 GPa

Bridge cables Piano wires

Potential

0 1 2 3 4 5 6 7 8 9 10 1

(GPa)
Source: Charts and text based on information provided by the Japan Iron and Steel Federation
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*1 Business as Usual (BAU) scenario
*2 Maximum Best Available Technology (BAT) scenario
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Feature

02 JFE Group’s Initiatives for Climate Change Issues

I Scenario Analysis

The JFE Group will disclose information on risks and opportunities regarding climate change issues,
such as scenario analysis, in line with the TCFD recommendations.
JFE Holdings declared its agreement with the summary of LiMA
the Final TCFD" Report, released on May 27, 2019. DISCLOSUR
*The Task Force on Climate-Related Financial Disclosures, established by the Financial Stability Board (FSB), based on the opinions of G20 Finance Ministers and Central Bank
Governors.

Information disclosure following TCFD recommendations

® TCFD recommendations TCFD considers that it is important for investors and other

parties to accurately grasp what effects climate-related risks
and opportunities pose on the financial conditions of invest-
ee before financial decision-making, based on which TCFD
recommends that information related to four core elements
in organizational management: Governance, Strategy, Risk
management, and Indices and targets should be disclosed.

Climate-related risks and opportunities significantly affect the
finance of companies on a medium- to long-term. TCFD is
a task force established by the Financial Stability Board as
requested at G20, to reduce risks that could destabilize the fi-
nancial market. TCFD reviews methods of information disclo-
sure that allows the financial market to appropriately evaluate
climate-related risks and opportunities, and announces them
as final recommendation reports.

Summary of TCFD recommendations

JFE’s disclosure (relevant sections in the CSR report)

Governance: Disclose the organization’s governance associated with climate-related risks and opportunities

a. Describe the Board of Directors’ oversight of climate-related risks and opportunities Overview of the corporate governance system
b. Describe assessment of climate-related risks and opportunities, and management’s role in

Risk management
company management

Strategy: Disclose the actual and potential impacts of climate-related risks and opportunities on the organization’s business, strategy, and financial planning
(if those information is important)

a. Describe the climate-related risks and opportunities over the short, medium, and long term

the organization has identified Describe the results of the current scenario analysis

b. Describe the impact of climate-related risks and opportunities on the organization’s

. - . Describe the results of the current scenario analysis
businesses, strategy, and financial planning

c. Describe the resilience of the organization’s strategy, taking into consideration different

) - . o . Describe the results of the current scenario analysis
climate-related scenarios, including a 2°C scenario

Risk management: Disclose the processes used by the organization to identify, assess, and manage climate-related risks
a. Describe the organization’s processes for identifying and assessing climate-related risks

Risk management
Environmental management system

b. Describe the organization’s processes for managing climate-related risks

¢. Describe how processes for identifying, assessing, and managing climate-related risks are
integrated into the organization’s overall risk management

Indices and targets: Disclose the indices and targets used to assess and manage climate-related risks and opportunities

a. Disclose the indices used by the organization to assess climate-related risks and opportu-

nities in line with its strategy and risk management AR 2

b. Disclose Scope 1, Scope 2, and, if appropriate, Scope 3 greenhouse gas (GHG) emissions,

and the related risks JFE Group’s CO, emissions / CO, emissions in the value chain

¢. Describe the targets used by the organization to manage climate-related risks and opportu-

" : KPIs for Material CSR Issues
nities and performance against targets

JFE Holdings, Inc.

Projected Scenarios

® Scenario analysis

While correctly understanding the risks and opportunities
related to climate, we evaluate the effects they have on
current business strategies, and utilize them in establishing
future strategies. Due to our business having the potential to
be significantly affected by climate change, we have set the
following two scenarios.

Both scenarios are based on the scenarios announced by
the International Energy Agency (IEA). The analysis was per-
formed under the assumption that carbon pricing would be
introduced into major CO, generating countries in order to
achieve the 2°C target.

Projected scenarios 2°C scenario 4°C scenario

Transition scenarios by the International Energy Agency (IEA)

Transition  Sustainable Development Scenario (SDS)

Transition scenarios by the International Energy Agency (IEA)
© New Policies Scenario (NPS)!

Reference © 2°C scenario (2DS)*  Reference Technology Scenario (RTS)?
scenarios
Physical Estimate scenario of climate change by the United Nations’ Intergovernmental Panel on Climate Change (IPCC)
effects ® Representative Concentration Pathways Scenario (RCP)®

Bold policies and technological reforms will be undertaken to hold the
increase in the global average temperature below 2°C until the end of

the century, and to achieve sustainable development.

Social vision Societal changes that come alongside decarbonization are assumed

to affect business.
© Worldwide/industry-wide common carbon pricing™
e Increase in ratio of electric cars in automobile sales

Even with the new policies in various countries stipulated in ac-
cordance with the Paris Agreement, including Intended Nationally
Determined Contribution (INDC), the global average temperature will
rise up to 4°C by the end of the century.

Climate changes such as rising temperatures are assumed to affect
business.

e Increase in frequency of flood damages

o Rise in sea level

*1 Source: IEA “World Energy Outlook 2018” *2 Source: IEA “Energy Technology Perspectives 2017” *3 Source: IPCC “Fifth Assessment Report”

*4 Carbon pricing differences among countries may widen the global industrial competitiveness between countries with strict CO. emission restrictions and those with more lenient ones,
potentially resulting in carbon leakage (countries with stricter restrictions decrease production and investments, reducing CO, emissions, while those with more lenient restrictions increase
production and investments, increasing CO. emissions). The reference scenario SDS assumes that developed countries and certain developing countries have implemented carbon pricing.
Based on this SDS, the JFE Group has set the 2°C scenario under the assumption that carbon pricing would be introduced into major CO. generating countries in order to achieve the 2°C

target.

® Relevant businesses and period for analysis

Relevant businesses of the scenario analysis were JFE Steel:
steel business; JFE Engineering: engineering business; JFE
Shoji Trade: trading business; and businesses of certain
Group companies. The period for analysis was set to be up
to 2050.

® Compatibility with the Japan Iron and Steel
Federation’s long-term vision for climate-change
mitigation
The Japan Iron and Steel Federation’s long-term vision for cli-
mate-change mitigation ultimately aims for Zero Carbon Steel
by 2100. On the other hand, the period for scenario analysis
was set to 2050, in an aim to ensure the resilience of the JFE
Group’s business strategies at certain phases during the long-
term challenge.

Identification processes of important factors affecting businesses

® Identification processes of significant risk opportunities and factors

Step 1: Summarize factors that affect relevant businesses from a standpoint covering the value chain
Step 2: Study the factors comprehensively and take into account their “impact on the factors” as well as “expectations and
concerns of stakeholders,” thereby identifying especially important factors

Impact on procurement

-
1
1

Impact on direct business operations

Impact on demand for products and services

Criteria for identifying important factors: e Impact (possibility of risk opportunities

1. Decarbonization in steel production processes
1 2. Increase in demand for the effective use of steel scraps

1
! 3. Change in demand for steel for automobiles and others
4. Increase in demand for solutions promoting decarbonization

Expectations and concerns of stakeholders

impact upon occurrence) e Expectations and concerns of stakeholders

1 5. Procurement of raw materials becomes unstable due to
1+ increased frequency in climate disasters

1
1
1
1
1
1
6. Damages to business bases due to climate disasters |
:
1
7. National resilience ]

Identifying important factors

JFE GROUP REPORT 2019

60

uoneal) anje 1o} Juswebeue| I



Feature

02 JFE Group’s Initiatives for Climate Change Issues

I Results of Scenario Analysis I Summary of Scenario Analysis Evaluation

Expectations and concerns

Societal changes and responses to changes of stakeholders towards Evaluation results —FOCUS Important factor @ Decarbonization in steel production processes

the JFE Group i . . i L
The JFE Group promotes the development of innovative technologies to achieve decarbonization ahead of the rest of the world.
i o f #ias ¢ Development and - = - = B - q q q q q
:n"‘n':)'::t':"::'::ngfogies 'flgng:cam r??"t”buil L el e ST With a financial base that enables investments following the implementation of innovative technologies, we hugely contribute
o i jon through innovative ) . .
Rising societal that achieve large- technomg?es ’ technologies on top of to shifting to a carbon-free society.
Important factor @ demands for decar- scale decarbonization o Increase in investment in the existing techrologies
Decarbonization bonization towards implementation of innovative o Investment in the implementa- JFE Steel has been actively working on developing energy saving technology to increase in cooperation with the national government. We are maintaining a financial base that
in steel production steel production . technologies Risks tion of innovative technologies the efficiency and achieving decarbonization in the iron and steelmaking processes. We is resilient to these investments.
processes Implementation of o Increase in operation costs is possible

processes

2°C scenario

Important factor @

Increased focus
on electric furnace

carbon pricing

Rising expectations
toward electric
furnace steel

due to the introduction of
carbon pricing

© Replacement of converter steel
with electric furnace steel

= Cost competitiveness is
maintained when carbon pricing
is implemented worldwide

<" Restrictions on the amount of
scrap provided, increase in
production of converter steel
Opportunities - Increase in production of

currently boast the world’s top-class energy-efficient iron and steelmaking processing
technologies. To make further progress toward decarbonization, we will promote devel-

opment of innovative steel production processes (COURSESO0,
ferro-coke) that are expected to reduce CO2 emissions through

methods such as hydrogen-reduction and CCS.

COURSE50 is aiming to reduce CO> emissions by approx-

We are currently building medium-scale pilot plant equipment that produces
300t/d of ferro-coke at JFE Steel’s West Japan Works (Fukuyama).

Example case of advanced technology development: the production process of ferro-coke

Up to 10%
] Drdstilation cnergy savings

61

Increase in demand method, which o Increase in JFE Group’s ’ electric furnace steel and the imately 30% in total: around 10% through hydrogen-reduc-
: i 5 i for electric fi 0 f : :
for the effective use gglrI;(s)l:ow levels of Increase in scrap ptrodluctlon of electric furnace gﬁgie‘:nigc NGIUTACE tion, and 20% through CCS. Equipment will be put in place Low-rank l furnace Reduction of
stee ] ) i ) . )
of steel scraps generation 2 Expansion of the scrap by around 2030, and be introduced in stages by around fron ore Grinder . Elr?enad(;inngg/ carbon materidy
logistics business 2050, in line with the timing of the renewal of blast fur- @0 machine fConvention;lI
2 Increase in demand for nace-related equipment. Ferro-coke, which improves the L Mol ufnace Coke
Increase of EV e Increase in demand for electrical steel sheets due to efficiency of iron-reduction in blast furnaces, is a technology Non-rank olding
i more electric vehicles coal machine
motors eleitrlcal steel sheets for EV [ e that can significantly lower CO2 emissions. Furthermore, to Dryer
motors ; ) :
O P TR——— o BlaEss i Gl Opportunities  special steel due to increase ultimately achieve Zero vCarbon Steel, we WII|| pvursue clhal- h
: : : snecial steel due to the de- in automobile sales lenges such as developing hydrogen-reduction ironmaking - S Jyf"
Important factor €& bile needs combustion engines P ’ ) 2 Increase in demand for o Expanding the Molded e
ch ind d crease of internal combustion high-tensile steal sheats for technologies in 2030 and beyond. use of low-rank product | Ferro-coke production
Gilinidue Reduction of weight iz ; automobiles We view the introduction of these innovative technologies materials 300 tons daily €&
for steel for automo- and the increased use i IO L) 7 Refocus on the recyclability of as one of the top priorities and push ahead with the initiative
biles and others of multi-materials steel due to the increased steel

2°C scenario

Important factor @
Increase in demand

Rising demands for
eco-friendly raw
materials

Demand for decarbon-
ization and recyclability

Increase in demand
for solutions promoting
transition toward
decarbonization

use of multi-materials

© Demand for further decar-
bonization and recyclability in
steel production

© Renewable-energy power
generation plants
® | ow-carbon business (Eco

Risks = Limited impact of the
increased use of multi-mate-
» rials

< Integrated constructions and
operations of renewable ener-
gy (biomass, geothermal, and
solar power) plants
Opportunities < Integrated constructions and

Maintaining a cost competitiveness in response to the global introduction of carbon pricing

In the event that carbon pricing is introduced into major CO, generating countries,
the increased operation costs will be reasonably reflected in steel product prices
in and outside Japan, helping us maintain our cost competitiveness. Additionally,

steel emits the least CO, during its production among other competing materials,

which makes it be more cost competitive than other materials.

SR Solution) in developing operations of wasts
for solutions pro- bonization 5 P countries using Best Available ’ :’;ﬁ;‘;{;;";faii‘sd HESiE —FOCUS Important factor @ Increase in demand for the effective use of steel scraps
motlng decarbon_ verseas aevelopmen

ization

4°C scenario

Important factor ©

of energy conservation
technologies

Technology (BAT) developed
and commercialized in Japan

<" Integrated constructions of
CCU and CCS facilities

< Qverseas development of low
carbon businesses

= Undergoing concrete

While scrap reusing increases, the need for crude steel also increases in the long-term, resulting in the increase in pig iron
production (converter steel) by use of blast furnaces. Also, the increased use of our electric furnaces, the use of integrated
construction technologies for electric furnace, and the expansion of the steel scrap logistics provide numerous opportunities

to the entire JFE Group.

Procurement of raw L?;ZZ:KZ?;:T:;: Procurement of raw Risks X;f;ii;levse procurement Steel scraps, the raw material for electric furnace steel, are almost fully retrieved and of a sustainable society, the production of pig iron (converter steel) by use of blast

materials becomes rising temperagtures materials becomes e Procurement of raw materials methodg arld source recycled and effectively reused in the advanced steel value chain. In the 2°C scenar- furnaces is expected to increase as well (The Japan Iron and Steel Federation: Long-
unstable becomes unstable » distribution’ , io, steel is used as a basic material to achieve SDGs, and the resulting increase in term vision for climate change mitigation). Furthermore, with the current technologi-

unstable due to “Strengthening equipment ) ) ) ) ) ) )

increased frequency capabilities” steel accumulation leads to the increased use in scrap. With the growth in population cal level, many high-grade steels can only be made from converter steel. Converter

in climate disasters

4°C scenario

Important factor @

e Increased damages due to
typhoons and rainstorms

Risks = Flood and water shortage
response measures already in

and the economy, the global demand for steel increases. To support the development

Estimated supply and demand for steelmaking and scrap use

steel and electric furnace steel co-exist to serve different purposes.

The JFE Group sees opportunity in the rising need for electric furnace steel and the
global increase of scrap. Alongside accelerating our electric furnace steel production,
we utilize our integrated construction engineering technologies for cutting-edge en-

Damages to busi- Intensifying climate disasters alongside rising o Increased damages due to motion (bilion tons) ™~ Crude steel production @~ Pigiron production  ~A-~ Steel scrap used ergy-saving electric furnace equipment, whereby increasing our business opportuni-
ness bases due o temperatures water shortages = Flood impacts due to rising sea 80 =268 ties. Also, we will develop other scrap application technologies, o as to expand the
© Flood damages due to rising BB @I 9 COpz v use of scrap in the whole steel industry.

climate disasters

4°C scenario

Important factor @
National resilience

JFE Holdings, Inc.

Intensifying climate
disasters alongside
rising temperatures

Increase in i
of strengthenil
infrastructure

eased demal
disaster prevention
products

sea levels

© Contribution with steel and
related products that help
strengthen infrastructure

current measures

Opportunities
&' Strengthening infrastructure

’ with steel and related products

20 162 ./A 155

122 07 ® 140
1.0
0.56 A

0 2015

(Year)

On the other hand, increase in the use of scrap entails the expansion of the scrap
logistics business, which leads to the growth of JFE Shoji Trade’s logistics business.
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02 JFE Group’s Initiatives for Climate Change Issues

— FOCUS

Important factor € Change in demand for steel for automobiles and others

While global automobile sales are rising, the demand for electrical steel sheets and special steel for EV

motors is also experiencing an increase.

Strengthening of high-tensile steel for automobiles further contributes to weight reduction.

The transformation of automobiles to electrical vehicles will lead to a rapid increase
in demand for electrical steel sheets for EV motors. JFE Steel added one of its Eco
product, the non-oriented electrical steel sheet: JNE series, for motors, into its prod-
uct line-up, garnering high market shares.

It is pointed out that the transformation of automobiles to

steel for engine-related components. Compared to a gasoline
vehicle, amount of special steel used decreases roughly by

Eco product, and has been successful in commercializing it as an automotive steel
sheet. This steel sheet is extremely strong, and enables significant weight reduction
in automobile frames. This brings huge reduction in CO, emissions during driving.

Projected global demand for special steel Projected global demand for electrical steel
electric vehicles could possibly decrease the use of special for automobiles

sheets for automobiles

100 7 440 113 10 .
20% for hybrid vehicles, and by 40% for electric vehicles. 0 I I
However, even in the 2°C scenario, the number of automobile — 4.44
sales is expected to increase, resulting in the rising demand for 05 2.67
special steel for automobiles as a whole. Therefore, relevant I I I 12) I I

risk is considered small. 0 2020 2040 2050 (Year) 0 2020 2030 2040 2050 (Year)
On the other hand, weight reduction in automobile frames is Y-axis: Steel demand (INDEX: projected demand in 2020 = 1.00)
highly required for electric vehicles as well. JFE Steel has de- Source: Projected based on the documentation for Strategic Commission for the New Era of Automobiles (Ministry of Economy,

veloped a 1.5 GPa-grade cold rolled steel sheet as one of its

Trade and Industry)

Steel demand rises, regaining attention to its high recyclability which contributes to decarbonization.

Steel is a material with high recyclability while still maintaining high quality, being
able to be reproduced into diverse products as many times as required. Going for-
ward, resource recycling is expected to be promoted in society as a whole, which in

Limited effect of multi-material automobiles

Aluminum and carbon fiber reinforced plastic are considered alternate materials to
reduce weight in automobiles. However, they are costly to produce compared to steel,
and criticized due to high CO, emissions during their life cycles. Following this, in the
2°C scenario where carbon pricing is supposed to be introduced, the cost difference
between steel and alternate materials will increase further. Therefore, although
multi-materials can be introduced to a certain extent among luxury vehicles, their

— FOCUS

Contributing to providing solutions (renewable energy generation/recycling plants,

energy-saving iron and steelmaking technologies).

The demand for power plants that employ renewable energy without emitting carbon
is expected to significantly increase in the future. In the engineering field, the JFE
Group’s business involves the design, procurement, construction, and operation of
power plants such as biomass, geothermal, and solar energy. Moreover, from the
viewpoint of recycling and effective use of resources, we are also working to increase
power generation amount at waste-to-energy plants. JFE Engineering is working to
achieve full automation, which can lead to an increase in power generation amount
by waste incinerators.

Additionally, we have also implemented measures to use recycled material in the
production of plastic products, and to reduce the new adoption of materials that
originate from fossil fuels. JFE Engineering’s businesses consist of design, procure-
ment, integrated construction and operation of recycling plants, while J&T Recycling
Corporation plastic recycling.

Technological development of production processes is not enough to achieve ab-
solute decarbonization in the industry as a whole. Therefore, the demand for CCU and

JFE Holdings, Inc.

Important factor @ Increase in demand for solutions promoting decarbonization

turn contributes to decarbonization. In this respect, we expect the high recyclability
of steel will be focused on again.

effect on normal vehicles are considered limited. Moreover, even if aluminum is

thoroughly used as a substitute in making panel parts such as doors of luxury vehi-

cles, the estimated weight-reduction is only 5% of all the materials used for luxury

and normal vehicles. Considering the increase in the number of automobiles pro-

duced, use of multi-materials is expected to have a limited effect on overall steel
demand for automotive parts.

Biomass power plant

CCS (the effective use and storage of CO,)
equipment is expected to increase. JFE
Engineering is able to comprehensively con-
duct every phase of the design, procurement
and construction of CCU and CCS equipment.

From the viewpoint of the steel industry, countries such as China, which makes up
little less than 50% of global crude steel production, and India, whose production
scale is expected to further increase, have ample potential to adopt Eco solution

(energy-saving steelmaking technologies). If the advanced energy-saving technolo-

gies widely used in Japan are to be transferred and adopted on a global scale, the
potential amount of global CO, reduction is well over 400 million t-CO,. (Japan's
contribution in 2030 through Eco solution is estimated to be an 80 million t-CO,.)

— FOCUS

— FOCUS

Important factor @ Procurement of raw materials becomes unstable due to increased frequency in climate disasters

Responding to climate disasters through alternative procurement methods and source distribution, as well

as strengthening equipment capabilities.

We mainly procure raw materials from Australia, where typhoon occurrences are
expected to double. In the event that production and delivery come to a temporary
halt in Australia, production will definitely be affected, and damages may occur de-
pending on the situation.

To respond to this, we promote alternative procurement methods and source distri-
bution, as well as strengthening equipment capabilities.

Alternative procurement methods and source distribution: By means of spot procurement from Chinese port inventories, increasing procurement from short-distance
sources such as Russia and Indonesia, and making advanced purchases and new contracts of other brands at shipping ports in non-affected regions of Australia. Further-

more, we utilize the reserved inventory and outside yard of Philippine Sinter Corporation, a Group company.
Strengthening equipment capabilities: Through strengthening the production capabilities by installing new equipment and renewing existing ones, we enhance our

adaptability and flexibility towards fluctuations in supply and demand.

Important factor @ Damages to business bases due to climate disasters

Initiatives against floods and water shortages are currently at work. Effects of flood due to rising sea
levels can be managed under the present circumstances.

Going forward, typhoons and rainstorms are expected to intensify, and disasters on
par with the torrential rain in West Japan in 2018 are expected to increase in fre-
quency. We are currently implementing measures to minimize damages. We have
invested approximately 6.5 billion yen in our steelworks’ flood response measures,
such as strengthening sewage equipment. Moreover, we have invested approximate-
ly 3.5 hillion yen in our steelworks’ water shortage response measures, and have
introduced equipment such as seawater desalination devices in some steelworks.
There have been no significant water shortage disaster since 1994, but in

—FOCUS Important factor @ National resilience

preparation for more frequent occurrence of water shortage going forward, we are
working towards minimizing the damage.

All of our steelworks, located at coastal areas, are prone to floods due to rising sea
levels. Sea levels are expected to rise 20-30 cm by around 2050 (approximately
70 cm in the case where climate change effect is at its peak in 2100). This will not
be so serious as a sea level rise due to storm surge which may cause water intrusion,
so0 the measures we are now working on seems effective. However, we will prepare
for the future while analyzing climate disasters going forward.

Contributing to strengthening infrastructure by such means as high-strength H-shaped steel, high-strength

steel pipe piles, and hybrid tide embankments.

Hybrid tide embankments

The JFE Group has taken the increasing frequency and intensity of climate disasters for years in Japan as serious matters. Since it is
a material risk for the lives of our national citizens to be exposed to danger, we have made it our mission to introduce disaster prevention
and reduction measures that maintain the functions of important infrastructure crucial to the livelihood and economic activities of na-
tional citizens, as well as to reinforce national resilience.

The JFE Group intends to work as a whole to contribute to the production of steels for construction such as high-strength H-shaped
steel and high-strength steel pipe piles, to the making of products related to disaster response such as hybrid tide embankments, and
also to the undertaking of infrastructure reconstruction.

M Responding to climate change

The JFE Group views responding to climate change as a serious management issue, and will accordingly

disclose information on our response to risks and opportunities to support sustainable growth.

Responding to climate change is an extremely important management issue for the Group because this is not only related to the busi-
ness risks, but also gives us opportunities to contribute to achieving a sustainable society.

TCFD, in its final recommendation report released in 2017, asked for companies’ disclosure of resilient strategies against climate
change, using the “scenario analysis” method. In May 2019, the JFE Group declared its agreement to the TCFD recommendations. In
this report, we disclosed the relevant information for the first time in line with the recommendations, and showed not only how we would
respond toward the risks in the 2°C and 4°C scenarios, but also how we would contribute to solving issues by means of innovative iron

and steelmaking process development, environmentally friendly products and technologies, and national resilience, etc. We expect the JFE Holdings, Inc.
information disclosed herein to be read through by our various stakeholders, especially investors, and in turn to serve as the material to Senior Vice President

gain their better understanding of the JFE Group’s efforts.

Hiroyuki Fujiwara
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ESG Management

Human Resource Development for Sharing and
Practicing Group Philosophy

As we state in the JFE Group’s Basic Stance on Human Resource Management, the Group steadily recruits diverse and

skilled human resources, ensures that they acquire the skills and knowledge necessary to continue strengthening the

Group’s technological capabilities, and nurtures their global capabilities in order for the Group to survive in an increas-

ingly complicated and diversified global environment.

In addition, the JFE Group adheres to the philosophy of safety first, and, together with its Group companies and business

associates, works to consistently maintain safe working environments and secure workplaces for all employees.

JFE Group’s Basic Stance on Human Resource Management

1 Respect human rights and facilitate fair management of human resources

and standards of business conduct.

The Group manages human resources fairly by respecting the human rights of all employees and nurturing employees who embrace the Group’s corporate values

2 Foster a corporate culture that nurtures people and promotes satisfying workplaces

environments where everyone can enjoy working.

3 Diversify human resources

4 Recruit and steadily nurture excellent human resources
To survive in an increasingly complicated and diversified global environment, the Group steadily recruits diverse, high-quality skilled human resources, ensures that
they receive the skills and knowledge necessary to continue strengthening the Group’s technological capabilities, and nurtures their global capabilities.

Pursuit of diversity and inclusion

The JFE Group views the promotion of diversity as a key
management issue, and promotes initiatives to maximize
the abilities of employees with diverse backgrounds in terms
of gender, nationality, values, or lifestyle, in order to swiftly
and appropriately respond to the rapidly changing business
environment.

The importance of diversity continues to rise in order to
stably secure excellent human resources as the labor force
decreases due to the low birth rate and aging population in
recent years.

Due to a broad range of initiatives to support female em-
ployees, the ratio of female recruits for FY2019 for the three
operating companies was approximately 13%.

Furthermore, the Group has set a numerical target to in-
crease the number of female employees in management
positions by 3 times (282 persons) from that as of August

JFE Holdings, Inc.

The Group facilitates interactive communication among employees to cultivate a corporate culture that nurtures human resources and creates safe, attractive

The Group ensures that diverse all people, including women, non-Japanese, the elderly and the disabled, can demonstrate their full potential.

2014, by 2020. As a result of pursuing an expansion of early
appointment of female employees in management positions,
the Group achieved the target in April 2019. In June 2019
JFE Holdings also appointed a female Audit & Supervisory
Board Member.

Human resource development and transfer
of technologies and skills

The JFE Group is making a concerted effort to improve the
abilities of each individual employee. JFE Steel, as the Group’s
core business, undertakes the following initiatives.

Human resource development at steelworks

Because improvements in the skills of individuals is a source
of competitive strength for steelworks to supply high-quali-
ty products, JFE Group steelworks have employed technical
experts as full-time instructors to ensure the transfer of

high-level skills to new generations. Recently, IT technology
such as virtual reality has been used to enhance the effec-
tiveness of training, while on the other hand data science and
other technologies have been utilized to realize the automa-
tion of steelworks operation itself.

Global human resource development

With the expectation of the JFE Group’s business expanding
overseas in the future, younger employees are actively sent
abroad to develop into global human resources from an early
stage in their careers.

Management training

A long-running training program for potential Corporate
Officers covering a total of 20 days over a period of seven
months serves to train future management for JFE Steel and
other Group companies. The program utilizes dialogue with
the current management team as well as lectures or dis-
cussions with noted figures in various industries as outside
instructors. In this way the participants learn the necessary
knowledge, thinking, and grounding to become managers,
reappraising management issues affecting their own compa-
nies while building their ability to formulate strategies. They
also acquire a broader perspective toward the business envi-
ronment and social trends.

Promoting work style reforms

JFE Holdings and its operating companies have been pro-
actively promoting work style reforms under the common
understanding that it is indispensable to radically revamp
conventional work styles, create new value through high pro-
ductivity and fulfill a work style reform in which each employee
can take pride and feel satisfaction in his or her work in order
to address various management problems. We are promoting
operational reforms by utilizing its systems and IT tools, while
at the same time raising the awareness of each employee
and maintaining a balance between work and life through
such initiatives as encouraging no-overtime workdays and
setting official days when employees are encouraged to take
paid holidays. Furthermore, the company and its operating
companies have introduced a telecommuting system, as a
system to allow for more flexible work styles. Going forward,
the Group will continue to focus its efforts on achieving more
diverse work styles for its employees.

Preventing occupational accidents

Some work areas in the JFE Group’s diverse scope of busi-
ness require tasks with a comparatively high risk of accidents,
including activities in elevated or hot environments, and the
transportation of heavy objects. Having a safe work envi-
ronment is crucial, and preventing workplace accidents is a
fundamental requirement to provide peace of mind for em-
ployees, which include diverse human resources such as el-
derly people and women.

The JFE Group CSR REPORT

https://www.jfe-holdings.co.jp/en/csr/
data/index.html

JFE Steel follows three basic strategies: promote the au-
tonomous resolution of issues, strengthen health and safety
at business associates and Group companies, and devel-
op activities in line with the Group’s Health Declaration. By
adopting specialized safety know-how developed by DuPont,
JFE Steel is building a new safety culture, changing the focus
away from the dependency of people doing only what they
are told to do and toward the autonomy of people exercising
their own initiative.

Human rights initiatives

The JFE Group has for many years observed human rights
through its Standards of Business Conduct, which man-
date respect for individuals in the Group and greater society
as well as nondiscrimination in all corporate activities. We
also conduct our business based on the JFE Group Human
Rights Basic Stance, which is aligned with international norms
such as the United Nations’ Guiding Principles on Business
and Human Rights.

In order to steadily work on human rights initiatives, the JFE
Group Human Rights Promotion Council was established un-
der the JFE Group Compliance Committee, to define Group-
wide policies and exchange information with human rights
promotion departments set up in the operating companies.

In FY2019, we invited external experts to speak about busi-
ness and human rights at an internal seminar so as to gain
understanding of international trends. Across the JFE Group
we are working to increase awareness of human rights.

In order to establish and maintain a sustainable system for
purchasing raw materials, JFE Steel purchases them with full
consideration of respect for human rights, legal compliance,
and environmental preservation in accordance with the Raw
Materials Purchasing Policy of the company. We also post our
purchasing policy on our website to provide information about
our policy throughout the supply chain and have begun ex-
changing opinions with suppliers. Raw materials are pur-
chased after investigating a supplier to confirm that they are
not using conflict minerals.

https://www.jfe-holdings.co.jp/en/csr/society/human_rights_basic_policy/

JFE Steel Raw Materials Purchasing Policy
https://www.jfe-steel.co.jp/en/company/purchase_policy.html

JFE Group Human Rights Basic Stance
—

Human rights promotion structure

JFE Group Compliance Committee (Chair: President, JFE Holdings)

JFE Group Human Rights Promotion Council

(Chair: executive Officer in charge of General Administration,
JFE Holdings)

JFE Holdings, operating companies

Department in charge of Human Rights
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Feature

03

Outside Executives Group Interview

Outside executives share perspectives on the features and
effectiveness of JFE’s governance system

JFE Holdings’ Audit & Supervisory Board voluntarily established Nomination and Remuneration committees as advisory bodies to the Board

of Directors. The President has explained the reasons behind selecting this type of system for discussing issues in committees. A roundta-

ble discussion involving all six outside executives was held to elicit their opinions regarding the effectiveness of JFE Holdings’ governance

system.

Shigeo
Ohyagi
Teijin Limited

Senior Advisor

Mr. Ohyagi joined Teijin
Limited in 1971. He was
appointed to his present
post in June 2018, after
serving as Representative
Director, President, and
Chairman of the Board of
Teijin. He is also an Outside
Director of KDDI Corporation
and MUFG Bank, Ltd. He
became an Audit &
Supervisory Board Member
of JFE Holdings in June
2014.

JFE Holdings, Inc.

Tsuyoshi
Numagami

Board Member and
Executive Vice President of
Hitotsubashi University

Mr. Numagami was
appointed Professor of the
Graduate School of
Commerce and
Management of
Hitotsubashi University in
2000. He took his present
position in 2014 after
becoming the Dean of the
school in 2011. He was also
appointed Professor of the
Graduate School of
Business Administration in
2018. He became an Audit
& Supervisory Board
Member of JFE Holdings in
June 2018.

Masao
Yoshida

Furukawa Electric Co., Ltd.
Special Advisor

Mr. Yoshida joined Furukawa
Electric Co., Ltd. in 1972.
He was appointed to his
current post in July 2018
after serving as President
and Representative Director
and then Chairman and
Representative Director. He
is also an External Director
of Tokyo Century
Corporation. He became a
Director of JFE Holdings in
June 2015.

Bl

Isao
Saiki
Abe, lkubo & Katayama

Law Firm
Partner Lawyer

Mr. Saiki was admitted to
the bar in 1989 and joined

Ginza Law Office (now Abe,

Ikubo & Katayama Law
Firm). He has held his
current post since January
1998. He became an Audit
& Supervisory Board
Member of JFE Holdings in
June 2017.

Nobumasa
Kemori

Sumitomo Metal Mining
Co., Ltd.
Executive Advisor

Mr. Kemori joined Sumitomo
Metal Mining Co., Ltd. in
1980. He was appointed to
his current post in June
2017 after serving as
Representative Director and
President and then
Representative Director and
Chairman of the Board. He
is also as an Outside
Director of Nagase & Co.,
Ltd. and Sumitomo Realty &
Development Co., Ltd. He
became a Director of JFE
Holdings in June 2018.

Masami
Yamamoto

Fujitsu Limited
Director
Senior Advisor

Mr. Yamamoto joined Fujitsu
Limited in 1976. He was
appointed to his current
post in June 2019 after
serving as President and
Representative Director and
then Chairman and
Representative Director. He
is also a Member of the
Board of Directors (Outside
Director) of Mizuho Financial
Group, Inc. He became a
Director of JFE Holdings in
June 2017.

As a company with an Audit & Supervisory Board,
JFE Holdings enhances the effectiveness of its
management oversight through a hybrid governance
system that includes voluntary Nomination and

Remuneration committees.

Representative Director,
President and CEO JFE Holdings, Inc.

Koji Kakigi

| think JFE Holdings’ governance system has two main character-
istics. The first is independent Audit & Supervisory Board Members
with strong authority over a broad range of Group businesses, and
the second is the voluntarily Nomination and Remuneration commit-
tees to ensure objectivity and transparency.

JFE’s three operating companies—JFE Steel, JFE Engineering
and JFE Shoji Trade—together with many Group and partner com-
panies, are engaging in a wide range of businesses. Managing risks
throughout the Group while enhancing the autonomy and efficiency
of each operating company is essential to continuously increase
corporate value.

To achieve this, JFE facilitates fast decision-making by delegating
authority to its operating companies through a pure holding com-
pany system and corporate officer system. JFE Holdings has also
adopted a governance system where members of its independent
Audit & Supervisory Board, a standard system used in Japan, serve
four-year terms with strong authority to audit the execution of duties
by Directors and business throughout the entire Group. In addition,
governance is strengthened and information is shared throughout
the Group by having JFE Holdings Directors and Corporate Officers
also serve as Directors of the operating companies and members
of JFE Holdings Audit & Supervisory Board serve as members of the
Audit & Supervisory Boards of the operating companies.

JFE Holdings” Audit & Supervisory Board has three independent
Outside Audit & Supervisory Board Members and two full-time
Inside Audit & Supervisory Board Members. The full-time Audit &
Supervisory Board Members are also absentee Audit & Supervisory
Board Members of each operating company. In addition, multiple
full-time Audit & Supervisory Board Members are assigned to the
operating companies, and Audit & Supervisory Board Members
serve as absentee Audit & Supervisory Board Members in compa-
nies under the operating companies.

Furthermore, full-time Audit & Supervisory Board Members are
assigned, or part-time Audit & Supervisory Board Members are dis-
patched, from each operating company to Group companies. Each

part-time Audit & Supervisory Board Member is appointed as an
absentee Audit & Supervisory Board Member of one of the four
Group companies to enhance Group governance.

The JFE Group Board of Auditors, which consists of full-time and
part-time Audit & Supervisory Board Members of the operating
companies and each Group company, considers internal-control
issues of each company, with the JFE Holdings’ Audit & Supervisory
Board playing a central role. Audit & Supervisory Board Members
enhance their auditing activities by conducting research and study
in JFE Group Board of Auditors subcommittees.

JFE Holdings believes that this is the most effective system for
creating an “audit tree” to enable robust and wide-ranging Group
risk management.
|!ﬂ See page 81 for more details about the internal control system.

Furthermore, JFE Holdings has voluntarily established Nomination
and Remuneration committees as advisory bodies to the Board of
Directors. The majorities of both committees are composed of and

chaired by independent outside executives to ensure fairness, ob-
jectivity and transparency regarding the appointment and remuner-

ation of Directors and other officers.
The Nomination Committee deliberates matters such as basic

policy regarding the election and dismissal of the President, suc-
cessor planning, and the nomination of candidates for outside ex-

ecutives. The Remuneration Committee deliberates on matters such
as basic policy regarding remuneration of Directors of JFE Holdings
and each operating company. Both committees report to the Board
of Directors.

As such, JFE Holdings has created a hybrid governance system

that integrates the superior aspects of a Nomination Committee, etc.

into the existing Audit & Supervisory Board. Under this system, JFE
Holdings is working to increase the effectiveness of its management
oversight and deepen discussions regarding sustainable growth and
improved medium- to long-term corporate value.

|!ﬂ See page 77 for more details on corporate governance.
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Outside Executives Group Interview
Feature

Outside executives share perspectives on features and

O3 | effectiveness of JFE governance system

First, how did you feel working as an
outside executive for the past year?

Kemori One year has passed since | was appointed as a
Director in June 2018. JFE Holding is a company with an
Audit & Supervisory Board, the standard corporate structure
in Japan, but | was very interested in how the company’s gov-
ernance functions effectively within this framework.

At my first Board of Directors meeting, | felt that the Outside
Audit & Supervisory Board Members and Outside Directors
worked together magnificently, with the Audit & Supervisory
Board Members speaking freely, no differently than Directors.

The current Board of Directors consists of five Inside
Directors and three Outside Directors joined by an additional
three Outside Audit & Supervisory Board Members. Inside
members are outnumbered six to five by outside members,
which improves auditing and oversight functions dramatically.
We have very useful discussions about what goes into mak-
ing decisions and execution status reports after decisions are
made, so | think the entire company is heading in a good di-
rection. The chairperson of the Board of Directors (President)
is open-minded and takes time to listen, asking people to
please speak up if there are any more opinions, even after
outside executives have said whatever they want to say. |
think this is one of the reasons why discussions are lively.

Numagami | also just finished my first year. | was deeply
impressed by the fact that such diverse and highly specialized
outside executives active in their own respective fields were
having open discussions and frankly saying what they hon-
estly thought. | am a business scholar who specializes in or-
ganizational theory and strategic theory. In organizational
theory, it is said that problems such as shared information

JFE Holdings, Inc.

bias1 and groupthink2 can easily arise when making deci-
sions as a group. However, because JFE Holdings’ outside
executives are very frank and raise issues for discussion from
various angles, | think such problems in decision making are
unlikely to arise here. Also, | believe group discussions should
not be just superficial verbal exchanges. Taking what is said
as a clue, we should converse with people while considering
the thoughts behind their words, their viewpoints and the
framework of each discussion. However, when diverse peo-
ple gather, it is extremely difficult to fully understand their di-
verse viewpoints, so | always have a hard time holding
discussions in the classroom. However, partly because the
chairperson of JFE Holdings’ Board of Directors is highly ca-
pable as an interpreter, the diverse viewpoints are integrated
effectively. | think it's magnificent that a place has been estab-
lished where such dialogue with each other is possible.

*1 The tendency of a group to spend much time discussing shared information but not

much time discussing unshared information, meaning that even if people with diverse
information come together, the information they possess will not necessarily be utilized
fully

*2 The situation where a group accepts irrational decision making by prioritizing fast

consensus- forming rather than reaching the best conclusion, meaning that some
individuals avoid expressing opposing viewpoints

Yoshida As Mr. Kemori said, it’s like there are six Outside
Directors. Since | became a Director in 2015, Outside
Directors have changed the most. Two Directors with engi-
neering backgrounds have joined us—Mr. Yamamoto is highly
knowledgeable about 10T and Al, and Mr. Kemori is extremely
familiar with on-site issues from melting and casting to rolling.
Mr. Kemori also points out issues with sharp insight that |
can’t, no matter how much | visit a site. Mr. Saiki, a legal ex-
pert, and Mr. Numagami, a business scholar, have become
Audit & Supervisory Board Members. | think the Board has a
very good makeup because we can discuss issues from di-
verse perspectives.

What impresses you the most
when you visit JFE sites?

Numagami I've been shown many sites, including JFE
Steel’'s Kurashiki, Chiba and Keihin sites and JFE Engineering’s
Global Remote Center, incinerator site and the multilevel
crossing construction site at Maihama. | believe it's important
to visualize the situation in the field to have a logical discus-
sion at the Board of Directors meeting, so there is a big differ-
ence between seeing or not seeing a site. In addition,

discussions at JFE Holdings’ Board of Directors tend to go

back and forth between what’s happening in the field and in
global competition, debating on both issues at the same time.
But if you haven’t seen a site and only understand the global
side, the meeting may deteriorate into a dog fight. | am very
grateful that after visiting various sites | am able to understand
our dynamic discussions more deeply.

Kemori | specialize in metallurgical technology, so | have in-
spected mainly sites with blast furnaces, such as in Vietnam
and Keihin, Kurashiki and Fukuyama in Japan. FHS in Vietnam
is basically operated by a Taiwanese company, so the number
of employees dispatched there from JFE is limited. However, |
could see that they relied on JFE, particularly for the rolling
process, and that this was leading to future growth.

In Japan, | saw how the executives from headquarters who
accompanied me to sites interacted with local executives and
employees in the field during plant tours and social gatherings
later. | truly feel that JFE is a manufacturing company led by
its plants in the field. There is no wall between executives and
people working in the field, and it's a company with extremely
good and open communication. Also, such field trips give me
opportunities to contact people in the field, making me feel
like part of the family. This gives me a strong sense of affinity
with and membership in JFE, which motivates me to do my
best for the company.

Next, please talk about the role of
the Audit & Supervisory Board.

Saiki Auditing from a legal standpoint is a core function of
Audit & Supervisory Board Members. A company’s Audit &
Supervisory Board Members must have long terms of office
to carry out accurate legal audits. However, there is also the
opinion that this alone would be a waste of auditor resources.
My first impression is that JFE Holdings has given a lot of
thought to this, and has created an environment where Audit
& Supervisory Board Members can play active roles, some-
times even like Outside Directors. Compared to other compa-
nies, there is much more information available to JFE Audit &
Supervisory Board Members and there are more opportuni-
ties to speak up.

In the case of the Audit and Supervisory Committee,
Nomination Committee, etc., audits are carried out by Directors
who have voting rights. This is significant. However, since
their terms of office are short, their ability to conduct audits

with a long-term view is also an issue. In this respect, an Audit

& Supervisory Board makes it easier to steadily carry out au-
dits with a long-term view. It's important to maximize the ad-
vantages of both systems. However, how those in charge of
auditing are allowed to exercise their roles depends entirely
on management’s stance. | don't think the issue is simply if a
company has an Audit & Supervisory Board or not.

Ohyagi The basic thinking behind why JFE Holdings chose
to have an Audit & Supervisory Board has remained consis-
tent since | took office. JFE Holdings is a huge corporate or-
ganization with numerous subsidiaries, and since most of
them have manufacturing sites, we have to look at both cor-
porate management and on-site operations.

Therefore, the company has secured a system in which
specialists monitor a wide variety of conditions, which why
the company chose to have an Audit & Supervisory Board.
Realistically, it’s difficult for people from outside the company
to learn about a field and carry out oversight and audits in a
short two-year term of office, as in a company with an Audit &
Supervisory Committee.

Also, there aren’t other companies where Audit &
Supervisory Board Members express their opinions like we
do. It may not even be allowed at other companies. JFE
Holdings practices not only defensive governance with legal
audits, as Mr. Saiki mentioned earlier, but also active gover-
nance with the full participation of Audit & Supervisory Board
Members. JFE Holdings has created a unique culture in its
Board of Directors, allowing Outside Audit & Supervisory
Board Members to express themselves fully as outside exec-
utives, just like Outside Directors, in discussions prior Board
of Directors resolutions. We essentially serve the same func-
tions as Directors, even though we don’t legally have voting
rights. This is not easy to achieve.
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Outside Executives Group Interview
Feature

Outside executives share perspectives on features and

O3 | effectiveness of JFE governance system

Yoshida | have not met any other Audit & Supervisory Board
Members who talk about the ideal situation for their compa-
nies, so we Directors find your comments very helpful.

Yamamoto A Board of Directors meeting is clearly livelier in
a company where Audit & Supervisory Board Members can
speak up often. That may be the main driving force for revital-
izing Board of Directors meetings.

Yoshida That’s right.

Saiki Regarding Audit & Supervisory Board Member activ-
ities, outside executives hold meetings several days before
Board of Directors meetings, and the Audit & Supervisory
Board meeting. To be honest, | have the impression that there
is a heavy burden on Audit & Supervisory Board Members at
this company. We also participate in meetings where Audit
& Supervisory Board Members of the Group get together for
discussions to help us understand how we are positioned
within the context of Group-wide auditing. Additionally, JFE
Holdings’ full-time Audit & Supervisory Board Members
sometimes check the status of Group company audits in
great detail.

There are also opportunities to feed information back to
Outside Members at Audit & Supervisory Board meetings.
Audits are carried out relatively efficiently even though there
are many Group companies. This has enabled me to hear
about issues that Audit & Supervisory Board Members of

Group companies deal with in their audits.

Numagami JFE Holdings has a system called an audit tree
for sharing all audit information, including that of sub-subsidi-
ary companies, which eventually reaches JFE Holdings’ Audit

JFE Holdings, Inc.

& Supervisory Board. | think that a major characteristic of JFE
Holdings is that Audit & Supervisory Board Members can use
that information when speaking at meetings.

Ohyagi The Group-level activities of JFE Holdings Audit &
Supervisory Board Members are probably rare among listed
companies. The 40 to 50 members of each company are di-
vided into five groups. Each group decides key themes for the
year and then carries out research. They report on their activ-
ities and help to elevate the efforts of each other. For example,
one theme is to discuss what our company can learn from
incidents that have occurred at other companies. I'm im-
pressed by the fact that we have the power to take Audit &
Supervisory Board Member activities to a higher level by re-
peating such efforts earnestly each year.

I would like to ask about the Nomination
and Remuneration committees that have
been established voluntarily.

In April of this year, the President was
replaced. How was the Nomination
Committee involved?

Yamamoto This was the first election of a President since
the Nomination and Remuneration committees were estab-
lished as advisory bodies to the Board of Directors in October
2015, so it was a test if the autonomous election process by
the Nomination Committee works properly.

To get straight to the point, | think it functioned smoothly
and exhibited a high level of performance. After hearing of
former President Hayashida’s intention to retire, multiple
meetings of the Nomination Committee were held, and issues
such as rules for election and dismissal of the President, suc-
cessor planning and election of Inside and Outside Directors
were repeatedly discussed. As a result, the process of select-
ing the next President went smoothly. | felt that the change of
President was necessary and appropriate for the continuity
and growth of JFE Holdings, and other Directors and Audit &
Supervisory Board Members probably felt the same way,
which reflected our capacity to find suitable successors by
remaining aware of the process in our daily activities.

Also, at the same time, some parts of the process have
been revised, and | expect that it will be further improved
when we go through the next election and dismissal process.
For example, a process has been created in which the
President will propose a successor plan to the Nomination
Committee every year, based on which discussions will be

held by the committee. The Nomination Committee will draw
up a plan for selecting a successor to the President based on
these discussions and report it to the Board of Directors. This
means that the President must always be aware of his suc-
cessor. Now that a mechanism has been put in place where
selection of a successor does not arise suddenly but pro-
ceeds according to a plan, in the future the Nomination
Committee will have to check if the system works well, includ-
ing the development of potential successors.

Since JFE Holdings has various opportunities to communi-
cate with Corporate Officers at operating companies, includ-
ing reporting to the Board of Directors, the Nomination
Committee would like to take advantage of these opportuni-
ties to constantly check the suitability of successors and the
way they think.

Last year, we introduced and launched a
medium- to long-term performance-linked
remuneration system.

What’s your assessment?

Kemori Considering the criticism that fixed remunerations to
executives in Japan are relatively high and not linked closely
to business performance, and the opinion that systems which
overemphasize short-term profits are not suitable in Japan,
we have adopted a remuneration system that evaluates me-
dium- to long-term performance and feeds that evaluation
back into remuneration. Also, | think the current system is
based on the idea that by introducing stock compensation,
the executives’ intent to raise stock prices and corporate val-
ue from the shareholders’ perspective will manifest itself in
action. | regard our remuneration system as an improvement
on problems with the Japanese remuneration system. As for
the future, | think it will be necessary to check whether this
remuneration system is truly appropriate from three points of
view. The first is whether the system really remunerates exec-
utives for performance versus the economic environment
when it changes significantly later in terms of indicators that
influence remuneration. The second is how the positioning of
sales and profits relate within the industry. The last is if signifi-
cant gaps appear in comparison with the remuneration of typ-
ical employees. If it seems the system should be revised after
looking at these issues, then | think we should be flexible and
make the needed changes at that time. | would also like to
confirm if this revision of executive remuneration is functioning
as an incentive for executives.

Saiki | think it's appropriate in the view of shareholders be-
cause remuneration is linked to performance. However, since
the Medium-term Business Plan is used as a benchmark, it
may not necessarily be an incentive for executives if the busi-
ness environment changes drastically and initial assumptions
are changed. With everyone devoted to working with a sense
of mission, | think at some point it will become necessary to
review either the remuneration system or the benchmarks to
provide appropriate incentives.

Yamamoto Members of JFE Holdings management are all
very diligent and create medium-term business plans with
high goals. This makes it possible for target-achievement
rates to be low, which wouldn’t be an incentive for executives.

So it’s not an appropriate incentive, which is a problem.

Ohyagi JFE Holdings is an industry leader, so we should
target appropriate levels of remuneration that top executives
of a leading business can take pride in. However, enormous
capital investment must come first in the steel industry, so
there is a high level of fixed costs. Also, business results fluc-
tuate significantly depending on changes in environmental
conditions such as raw materials and energy, so sometimes
results do not appear in the short term. If the variable part of
results is proportionally large, the level of remuneration will
only reflect the fixed part whenever the environment worsens,
resulting in a remuneration system in which the incentive does
not work. | think devising a system to counter this is very
difficult. In the service industry, for example, it is possible to
set a three-year goal and pay the incentive only if the goal is
achieved. But this is not so easy for a company making large
capital investments. Given these conditions, we have to settle
with the idea of having a certain industry standard for the fixed
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Outside Executives Group Interview
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Outside executives share perspectives on features and

O3 | effectiveness of JFE governance system

portion of remuneration, and then adding an appropriate vari-
able portion. That being said, we definitely want executives
to overcome economic fluctuations and do their best to earn
a level of remuneration that leads the industry. | would like
to see a system with incentives that earnestly reflect these

objectives.

What discussions are being held at

the Board of Directors meeting regarding
the Sixth Medium-term Business Plan that
is currently underway?

Yoshida It has been a little over a year since the current
Medium-term Business Plan began, but | feel that a tremen-
dous amount of change has occurred during that time. The
assumptions of the plan have changed significantly, given that
U.S.-China trade friction, soaring raw material prices, rising
logistics and construction costs due to shortages of labor,
tariffs and fluctuations in exchange rates and interest rates all
have become a reality and are no longer just future threats. In
the midst of this, how do the results of our activities differ from
the changing external environment? For example, how does
the amount of capital investment differ from initial assump-
tions and what kind of trouble is there with equipment? | think
the time has come to distance ourselves a little from our per-
spective when the Medium-term Business Plan was formulat-
ed to allow us to check if any points need to be corrected.
Depending on the situation, we may need to discuss revising
the plan at the Board of Directors meeting. Since investment
effects take a long time to appear at JFE Holdings, | think that
we might have to change things slightly, including the remu-

neration system we just talked about.

JFE Holdings, Inc.

Numagami | completely agree. When | have students for-
mulate a strategic plan at the university, | teach them to fore-
cast conditions as best they can and create their plan based
on that, because it is not possible to foresee all changes in the
environment; changes always occur. People become obliv-
ious to change if they don’t have a plan, because without
a plan they can’t check to see if their original outlook was
incorrect. However, | also instruct students not to blindly ad-
here to a plan. There are always things that can’t be predict-
ed. So, rather than just sticking to a plan, we need to check
it again and again, including the assumptions made at the
time it was formulated, and rethink those parts that should
be reconsidered.

Yamamoto It's the same for global expansion, which is a
significant issue in the Medium-term Business Plan. In work-
ing with various companies for global expansion, if the envi-
ronment changes then our relationships with these partner
companies will also change. Adaptation is a very important
theme, so we must emphasize continuous adaptation.

Ohyagi | used to think that a medium- to long-term plan
determines the direction a company must take over the next
five to ten years, and what needs to be done to achieve that.
However, in my experience, the capital market really requires
us to correct discrepancies in short-term performance against
our plans. | have found it necessary to convey the message
that we will revise any plan when it needs to be revised to
meet market conditions.

Kemori | think we need to set a profit goal, but in situations
where the market changes significantly or costs increase un-
expectedly, ensuring a certain level of production capacity, for
example, is also important over the medium- to long-term. At
the company | come from, we forge medium- to long-term
plans to increase production capacity by tens of thousands of
tons per year through the acquisition of mining interests.
Based on this, our three-year plan forecasts profits if prices
stay at a certain level. However, not much thought has been
given to valuating medium- to long-term results based on the
absolute amount of profit. It might be better to rethink the idea
of evaluating performance only in terms of profit goals.

Yoshida In the case of the steel industry, there is also the
issue of changes in the proportion of production systems be-
tween blast furnaces and electric furnaces, or developed
countries and emerging countries. After all, we have to be
conscious of profits as an indicator for performance-based

evaluations, but maybe we need to combine it with other fac-

tors too.

Ohyagi How to update the business portfolio is a theme that
all managers constantly consider. Even so, it cannot be
changed so easily in the steel industry, where there are huge
steelworks on vast sites with running railways inside. How do

we survive in such a situation?

Yoshida Should we transfer the downstream part of produc-
tion overseas as with steel sheets for automobiles, or should
we change the proportions to a certain extent by moving up-
stream parts of production as well? It's the same in the indus-
try | come from, and | think this discussion will come up

constantly.

Handling ESG initiatives is one of the core
strategies in the Medium-term Business
Plan, but what kind of opinions are you
expressing at Board of Directors meetings?

Yoshida Because JFE Holdings uses a lot of coke in its blast
furnaces, how to make iron with less carbon at a lower cost
is a social mission. | think we can make a significant contribu-
tion to society if we can do this. | said the same thing last year,
but | would like to see the company essentially change the
way steel is made by taking the global lead in research and
development of a manufacturing process that does not use
coke. Then, | think we should aim for a balance between prof-
its and the environment by providing our energy-saving and
carbon-saving technologies to the world, for which we would
receive a certain level of compensation in return. | received a
report about it at a Board of Directors meeting. | think we are
aggressively tackling the environmental issue as a leading
company, mindful that we can help prevent global warming
and reduce its impact on climate change.

Numagami As Mr. Yoshida says, there are many companies
that just focus on making steel cheaply, but | don’t think there
are many companies committed to high-level research and
development in regard to steel. As a leader in the global steel
industry, we have the potential to contribute significantly to
society, so research and development is very important.

How much to invest in research and development is a diffi-
cult question, but it may be necessary to set it as a key per-
formance indicator, including what kind of results should be

generated.

Ohyagi Regarding governance, the structure of the Board of

Directors has changed considerably to match the changing
times. Five years ago, when | was appointed, there were five
members: three Inside Directors and two Outside Directors.
Later, to further stimulate and deepen discussions, we added
the Presidents of JFE Engineering and JFE Shoji Trade as
Inside Directors, and also increased the number of Outside
Directors. In addition, we established the voluntary Nomination
and Remuneration committees, which are both chaired by
outside executives. In recent years, governance at Japanese
corporations has changed considerably, but JFE Holdings
has changed at an even faster rate over the past five years.
Inherently, JFE Holdings is extremely straightforward and se-
rious in terms of employees and corporate character. It feels
like once it starts to change it can change at an increasingly
faster pace.

Lastly, what do you want to focus on as
outside executives to increase JFE’s
corporate value and achieve sustainable
growth?

Yamamoto Regarding the value of steel, | think steel contin-
ues to be the basis of global industries. In that sense, JFE
Holdings has high potential and many opportunities to play
an active role in the world, so | think the most important thing
is how to be aggressive while also minding the portfolio. |
would definitely like to help JFE Holdings become a company
where ESG issues are also handled firmly and positively rather
than defensively.

Yoshida As Mr. Yamamoto said, steel is very useful as a
construction material; few materials can surpass it. When we
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Outside Executives Group Interview
Feature

Outside executives share perspectives on features and

O3 | effectiveness of JFE governance system

think about a system to generate profits while consumption
factors continue to change and expand, we must always take
the perspectives of comparative advantage and optimization,
considering not only how to advance our technology but also
what are the most suitable technologies and places for pro-
duction from a medium- to long-term viewpoint.

Numagami | have long studied organizations where employ-
ees in general become exhausted, particularly middle man-
agers who must deal with the excessively heavy burden of
constant adjustment. | would like to contribute by identifying
such organizational issues one by one, aiming to allow our
excellent middle managers to spend more energy on external
competition rather than internal issues.

Saiki While people familiar with the industry know all too well
that steel is a line of business greatly affected by changes in
the economic environment, despite being a heavy industry,
the general public is not aware of this. Based on my belief that

JFE Holdings, Inc.

management should always communicate messages that are
understandable to all of society, including general investors
and consumers, not just experts, I'd like to contribute to high-
er accountability and increased corporate value by continuing
to ask core questions.

Ohyagi A big company needs to keep changing to remain
active even after 20 or 30 years. As an industry leader, JFE
Holdings must continue to change. The question is how to
develop people who can carry this out from an early stage
and then continue to change. | also believe that in thinking
20 or 30 years ahead, we need to start promoting diversity
more actively, because later it will be too late. We must deal
effectively with human resource development and diversity so

that we don’t lose our position as an industry leader.

Kemori My theory is that in heavy industry, you cannot im-
prove corporate value without improving safety records. The
fact that accidents have occurred means the established

standard operating procedures (SOPs) are not being followed.
This is also related to pursuing quality and increasing produc-
tivity. Prioritizing safety over everything is ultimately related to
corporate value to a significant degree. From that point of
view, | would like to continue expressing my frank opinions.

| experienced a very difficult crisis-management situation in
an overseas project that | worked on as President of a com-
pany. The valuable lesson | learned from that experience is

that even in the worst situations, the top global executives
never cry about a situation no matter how difficult it may be,
and instead persist in searching for a resolution. If you are
going to do business overseas, you must be prepared and
determined to face any situation. This is important for JFE
Holdings, which is expanding globally. | would like to offer
such advice based on my experiences.

Message from New Executive

Kumiko Baba

| joined Toshiba Corporation after the Equal Employment
Opportunity Act came into effect. At the time, | was
involved in international business including advanced
computer equipment. | was always required to be fair
and logical in difficult contract negotiations as | interact-
ed with many partners, including ICT companies main-
ly in the United States. In a field with fast product and
business model cycles, | experienced the excitement
and tension of doing business at a company with a lead-
ing global share, striving to make suitable changes in a
timely manner. Later, | joined JFE in April 2014.

It is said that promoting diversity involves incorpo-
rating female perspectives. Although there were times
during my business career of over 30 years when my
abilities as a professional were questioned, at no time
has gender actually made any difference in terms of re-
sults. Recently, the utilization of women is sometimes
expressed as a corporate obligation, but essentially my
perception is that we have finally been freed from old
values and preconceived concepts, and that the time
has come when we can rationally utilize human resources

Audit & Supervisory Board Member (full-time)

Overcoming preconceptions is the key to
governance and value creation

without being preoccupied with age, gender, origin, or
other attributes. | have experienced the difficulty of bal-
ancing work with family life, including raising children,
but it does not conflict with my value as a professional.
The issue of division of roles by gender is also entering a
new stage worldwide.

| expect this trend will continue to promote the cre-
ation of value for companies, individuals and society. |
believe that rational and fair thinking ensures transpar-
ency, and is directly linked to a governance system that
openly provides accurate and fair explanations.

JFE delivers products and services essential to society,
such as steel and engineering. It has a good culture that
is highly motivated, open-minded and values substance
over form. However, it is true that many large Japanese
corporations communicate with in-house jargon and
rely on tacit understanding lacking economic rationality.
| would like to fulfill my professional duties as an Audit &
Supervisory Board Member by contributing to a culture
of thorough and honest discussions based on respect
for data and objective arguments.
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Corporate Governance

Basic Stance

With the steel business, engineering business and trading business at
its core, the JFE Group develops a broad range of businesses in a
wide range of areas together with many group companies and part-
ners. Establishing a proper governance system is essential towards
improving independence and raising efficiency in each operating
company, along with the optimal management of risks, which include
those related to the environment, safety and disaster prevention in the
Group. It is also necessary for the sustainable growth of the Group
and the medium- to long-term improvement of its corporate value.

uﬂ See page 68 for the current stance on the company’s governance system.

Corporate Governance System

General Meeting of Shareholders o ) o
Shaded areas indicate executive organizations

— Arrows indicate lines of authority and reporting

JFE Holdings, Inc.

Audit & Supervisory Board | Accounting Auditor |
(5 Audit & Supervisory Board Members,

including 3 from outside)

| Nomination Committee |* Board of Directors

(8 Directors, including 3 from outside)

| Remuneration Committee |7

Group Management Strategy
Committee

JFE Group CSR Council
Chair: President

CEO (President)
Management Committee

JFE Group Compliance Committee

JFE Group Information Security
Committee

JFE Group Environmental Committee

Internal Auditing Copet i JFE Group Internal Control Committee

Public Disclosure Committee

Operating Companies

Board of Directors

| Audit & Supervisory Board Members | | Accounting Auditor |

Management Committee CEO (President)

CSR and Compliance System Headed by the President

Audit Department Corporate Officers

Group Companies

Establishment of Basic Stance on Corporate
Governance

The JFE Holdings, Inc. Basic Stance on Corporate Governance
was established in October 2015 to strengthen efforts to
achieve sustainable growth and increased corporate value

) ) Corporate Governance Report
over the medium to long term. Please review the Corporate https://www.jfe-holdings.co.jp/en/company/info/pdf/corporate-gover-
Governance Report for more information. nance.pdf

JFE Holdings, Inc. Basic Stance on Corporate Governance
https://www.jfe-holdings.co.jp/en/company/info/pdf/basic-policy.pdf

JFE Holdings, Inc.

I Overview of the corporate governance system

Group governance system

The JFE Group comprises a holding company and three op-
erating companies JFE Steel, JFE Engineering and JFE Shoji
Trade.

JFE Holdings, a pure holding company at the core of the
Group’s integrated governance system, guides Group-wide
strategy, risk management and public accountability.

Each operating company has developed its own system
suited to its respective industry, ensuring the best course of
action for competitiveness and profitability.

Overview of the corporate governance system

Company with an Audit & Supervisory

Organizational design type Board

Number of Directors
(Of which, the number of Independent
Outside Directors)

8 members (3 members)

Number of Audit & Supervisory Board
Members

(Of which, the number of Independent
Outside Audit & Supervisory Board

5 members (3 members)

Members)

Term for Directors 1 year (The same for Qutside Directors)
Corporate Officer System Adopted

Voluntary advisory committees of the Board Nomination Committee and Remuneration
of Directors Committee

Major topics discussed at the FY2018 Board of Directors meeting

® Revision of the Basic Stance on Corporate Governance (Complying with the Revised
Corporate Governance Code)

® |ntroduction of medium- to long-term performance-linked remuneration

® Follow-up for investment and lending and capital investment for each operating company

Governance system

JFE Holdings and each operating company have their respec-
tive Audit & Supervisory Board Members. The companies are
crosschecked by the Directors, who supervise operational
execution, and the Audit & Supervisory Board Members, who
conduct audits. Also, a Corporate Officer system separates
decision making and execution to clarify authority and re-
sponsibility, as well as to accelerate execution. JFE Holdings’
Board of Directors is responsible for maintaining and enhanc-
ing management efficiency and passing resolutions as legally
required, laying down key management policies and strate-
gies and supervising operational execution. The Audit &
Supervisory Board oversees management for the purpose of
strengthening its soundness.

Major initiatives to strengthen the governance system

R Established JFE Holdl
stablishe oldings
2002 9
June Added two outside directors and shortened the term of
2007 directors from two years to one year
October Established JFE Holdings, Inc. Basic Stance on Corporate
Governance, Nomination Committee, and Remuneration
2015 c .
ommittee
FY2015 Initiated analysis and evaluation of board of directors’

effectiveness

Reorganized the Board of Directors and the Audit &
June Supervisory Board based on results of their effective-
2017 ness analysis and evaluation
® Added the presidents of JFE Engineering and JFE
Shoji Trade to the Board of Directors, along with an
increase of two outside members (Director and Audit
& Supervisory Board Member)

Independent Outside Directors

We elect Independent Outside Directors with the aim of en-
suring one-third or more of the Directors are Independent
QOutside Directors. Independent Outside Directors will be
elected from persons who are appropriate to bear the re-
sponsibility of strengthening governance such as those who
possess abundant experience as management in global en-
terprises or experts who possess profound knowledge and
satisfy our independence standards. Currently, of the eight
Directors, three are Independent Outside Directors.

Independent Outside Audit & Supervisory Board
Members

More than half of the Audit & Supervisory Board Members are
from outside. Independent Outside Audit & Supervisory Board
Members will be elected from persons who are appropriate to
bear the role of enhancing the auditing function such as those
who possess abundant experience as management in glob-
al enterprises or experts who possess profound knowledge
and satisfy our independence standards. Currently, of the five
Audit & Supervisory Board Members, three are Independent
QOutside Audit & Supervisory Board Members.

Standards for Independence of Outside Directors/Audit &
Supervisory Board Members of JFE Holdings, Inc.
https://www.jfe-holdings.co.jp/en/company/info/pdf/independence.pdf
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JFE Holdings Outside Directors and Outside Audit & Supervisory Board Members

(as of July 1,2019)

FY2018 FY2018
Position Name Major Concurrent Positions Independem Bgard o AU SRz
Executive Directors Board
Attendees Attendees
. . Special Advisor of Furukawa Electric Co., Ltd. 12 out of 12
Outside Director Masao Yoshida External Director of Tokyo Century Corporation v times (100%)
. . Director and Senior Advisor of Fujitsu Limited 12 out of 12
Outside Director Masami Yamamoto Outside Director of Mizuho Financial Group, Inc. / times (100%)
Executive Advisor of Sumitomo Metal Mining Co., Ltd. 9 out of 9 times
Outside Director Nobumasa Kemori Outside Director of NAGASE & CO., LTD. v (100%) —
Outside Director of Sumitomo Realty & Development Co., Ltd. °
Outside Audit & ) i Senior Advisor of Tefjin Limited 120utof 12 18 outof 19 times
Supervisory Board Memmber Shigeo Ohyagi Outside Director of KDDI Corporation v times (100%) (95%)
pervisory Outside Director of MUFG Bank, Ltd. ° °
Outside Audit & - ) 12 out of 12 19 out of 19 times
Supervisory Board Member Isao Saiki Partner Lawyer of Abe, lkubo & Katayama Law Firm v times (100%) (100%)
Outside Audit & Tsuyoshi Numagami Board Member and Executive Vice President of HITOTSUBASHI UNIVERSITY v 9outof9times 13 out of 13 times

Supervisory Board Member

(100%) (100%)

*1 Newly elected as a Director in the previous year’s Ordinary General Meeting of Shareholders (held on June 21, 2018); therefore, the number of meetings of the Board of Directors differs.
*2 Newly elected as an Audit & Supervisory Board Member in the previous year’s Ordinary General Meeting of Shareholders (held on June 21, 2018); therefore, the number of meetings of the Board of Directors and the

Audit & Supervisory Board differs.

Approach to diversity in the Board of Directors

With regard to the composition of the Board of Directors, the
company elects Officers following deliberations by the
Nomination Committee, by focusing on the enhancement of
diversity of the Board members, such as their expertise, knowl-
edge and experience in various fields, while balancing with the
appropriate size of the Board. One female Audit & Supervisory
Board Member was appointed in June 2019, and the company
is working to enhance gender and global diversity mainly by
electing Directors and Audit & Supervisory Board Members
who possess a wealth of knowledge and experience as man-
agement in global enterprises. The company will continue
to systematically engage in initiatives to foster such human
resources suitable for candidates for Directors and Audit &
Supervisory Board Members by setting specific targets.

Nomination Committee and Remuneration Committee

In October 2015, JFE Holdings set up the Nomination
Committee and the Remuneration Committee as advisory
bodies to the Board of Directors to secure fairness, objectivity
and transparency in the appointment of and remuneration for
Directors and Audit & Supervisory Board Members. For both
committees, the majority of committee members are Outside
Directors/Audit & Supervisory Board Members and the chairs
are chosen from among these people.

Nomination Committee and Remuneration Committee structure
(as of July 1, 2019)

Outside Outside Audit &
Committee  Inside Director . Supervisory Board Chair

Director

Member
Nomination 2 9 2 Masami Yamamoto
Committee Outside Director
Remuneration 2 5 2 Nobumasa Kemori

Committee Outside Director

JFE Holdings, Inc.

The Nomination Committee deliberates and reports to the
Board of Directors on matters pertaining to the basic stance
on the election and dismissal of the President of the company,
proposals for the election of candidates for the President of
the company, succession plans of the President of the com-
pany, and the nomination of candidates for Outside Directors
and Outside Audit & Supervisory Board Members. Six meet-
ings were held in FY2018. The Remuneration Committee
deliberates matters pertaining to the basic stance on the re-
muneration of Directors, etc. of the company and each oper-
ating company and reports to the Board of Directors. Three
meetings were held in FY2018.

Support for Directors and Audit & Supervisory Board
Members

Directors and Audit & Supervisory Board Members are pro-
vided with opportunities and funding to receive training in
legal matters, corporate governance, risk management and
other subjects that help them fulfill their roles and duties.

In addition, a briefing is held for Outside Directors and
QOutside Audit & Supervisory Board Members prior to Board
of Directors meetings.

Furthermore, Outside Directors and Outside Audit &
Supervisory Board Members are provided with relevant in-
formation and opportunities to exchange opinions with the
president and other top managers, attend key hearings on
the operational status of individual departments, and inspect
business sites and Group companies inside and outside
Japan.

Analysis and evaluation of effectiveness

Since FY2015, JFE Holdings has worked to improve the over-
all effectiveness of its Board of Directors by analyzing and
evaluating it every year.

In FY2018, third-party questionnaires were sent to all
Directors and Audit & Supervisory Board Members. Based
on the discussions by the Board of Directors in light of the
survey results and evaluation by the third-party organization,
the Board of Directors determined that its overall effective-
ness has been ensured through invigorated discussions pri-
marily by the Outside Directors/Audit & Supervisory Board
Members, mainly by conducting a preliminary briefing ses-
sion where all Outside Directors/Audit & Supervisory Board
Members attended and by appropriate direction by the
chairperson. In addition, the appointment of a female Audit &
Supervisory Board Member in June 2019 has helped further
diversify the composition of Directors and Audit & Supervisory
Board Members, thereby enabling more fruitful discussions.

Furthermore, in addition to accurate and fair audits per-
formed by the Audit & Supervisory Board Members, the
members also express opinions and actively ask questions at
Board of Directors meetings to further invigorate deliberations.
Such outcomes support the conclusion that JFE functions
more efficiently as a company with an Audit & Supervisory
Board.

Meanwhile, we are implementing measures to further im-
prove the effectiveness of the Board of Directors, including by
enhancing discussions, such as on ESG issues essential for
sustainable growth.

I Operating system

Key decision making

JFE companies are responsible for business decisions in ac-
cordance with their respective rules and procedures, whereas
JFE Holdings makes decisions about Group-wide matters.
Each operating company determines key matters through a
deliberative process by its own Management Committee and
Board of Directors. In April 2017, JFE Holdings changed the
operating structure of key committees. Management strat-
egies involving the entire group are now deliberated by the
Group Management Strategy Committee and core issues of
JFE holdings, the operating companies and the Group are
deliberated by the Management Committee before they are
submitted to the Board of Directors for resolution.

Structure of Group Management Strategy Committee and Management Committee

Committee Company Chairperson Attendees
Group Inside Directors (including 3 operating
Management ) ) company Presidents), Corporate Officers
Strategy JFE Holdings President and full-time Audit & Supervisory Board
Committee Members
Inside Directors (excluding 3 operating
) . company Presidents), Corporate Officers
M JFE Holdings President and full-time Audit & Supervisory Board
anagemem Members
Committee

Each operating President Directors, major Corporate Officers and
company Audit & Supervisory Board Members

I Executive remuneration

Executive remuneration is based on the basic policies founded
on discussions and reports by the Remuneration Committee,
and it is decided through either a resolution of the Board of
Directors or deliberations by the Audit & Supervisory Board
Members, for an amount within the total limit approved at the
General Meeting of Shareholders.

Executive remuneration (FY2018)

Total Remuneration, etc.

o, Number of Executives

Position

Directors

(excluding Outside Directors) 207,832 5

Audit & Supervisory Board Members
(excluding Outside Audit & 78,334 2
Supervisory Board Members)

Outside Directors/

Audit & Supervisory Board Members 3847 8

Officers whose consolidated remuneration exceeded 100 million yen
(FY2018)

- Per Company Total
e Resife gy (thousand yen) (thousand yen)

Eiji Hayashida  Director  JFE Holdings 173,925 173,925
Director  JFE Holdings 12,000

Koji Kakigi 175,545
Director  JFE Steel 163,545
Director  JFE Holdings 8,400

Hajime Oshita 101,585
Director  JFE Engineering 93,185

Basic Stance on determination of remuneration for
Directors and Audit & Supervisory Board Members
and Corporate Officers
® The Board of Directors shall determine remuneration
system for Directors and Corporate Officers based
on deliberations regarding its appropriateness by the
Remuneration Committee to ensure fairness, objective-
ness and transparency.
® The remuneration level for Directors and Corporate
Officers shall be determined to secure excellent human
resources who are able to put the Group’s corporate vi-
sion into practice, taking into consideration the business
environment of the Group and remuneration levels at oth-
er companies in the same industry or of the same scale.

® The ratio between basic remuneration and perfor-
mance-linked remuneration (annual bonus and stock
remuneration) shall be properly established according to
the roles and responsibilities, etc. of each Director and
Corporate Officer so as to function as sound incentives
toward the sustainable growth of the Group.

The company pays only basic remuneration to Outside
Directors and Audit & Supervisory Board Members, given
their respective roles of supervising and auditing manage-
ment from an independent and objective standpoint.
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Composition of remuneration for Directors and Audit &
Supervisory Board Members and Corporate Officers
Medium- to long-term performance-linked remuneration sys-
tem for Directors and Audit & Supervisory Board Members
has been introduced from FY2018. Remuneration for
Directors and Audit & Supervisory Board Members after the
introduction of this system is as follows.

Basic remuneration

A fixed amount is paid every month according to positions
and other factors.

Annual bonus

Directors and Corporate Officers, excluding Outside Directors,
receive cash bonuses once a year, based on a standard de-
termined according to single-year consolidated results. From
FY2018 to FY2020, the “total amount of segment profit” will
be used as a performance indicator.

Medium- to long-term performance-linked remuneration

The stock remuneration plan is a plan that provides the com-
pany’s shares and an amount of cash equivalent to the market
price of the company’s shares to Directors (excluding Outside
Directors) and Corporate Officers. Remuneration based on
this system is paid based on the payment level, which is de-
termined in accordance with the performance targets, etc. in
the Group’s medium-term business plan, and as a rule, it is
provided at retirement through a trust in the form of the com-
pany’s shares or cash.

In FY2019, the payment level is determined according to
the level of achievement of the target profit attributable to
owners of the parent company of 200 billion yen per year,
set under the Sixth Medium-term Business Plan. Furthermore,
5% or more ROE is the minimal requirement for the payment.

Remuneration for the company president when the target
goals have been attained is set so that the ratio of basic re-
muneration (fixed remuneration), annual bonus (short-term
performance-liked) and stock remuneration (medium- to
long-business performance-linked) roughly stands at 6:2:2.

I Internal control

The JFE Group’s internal control system, in accordance with
the Basic Stance for Building an Internal Control System, is
maintained through various committee regulations includ-
ing the Rules of the Board of Directors, Regulations for Group
Management  Strategy = Committee, Regulations  for
Management Committee, Regulations for the JFE Group
CSR Council, Regulations for Organization and Operations,
Regulations for Document Management, Regulations for
Addressing Violence Directed at Companies, and the installa-
tion of Corporate Ethics Hotline. The Basic Stance for Building
Internal Control Systems is revised and improved from time to
time to boost sustainable corporate value.

Strengthening internal control
Internal audits

JFE Holdings, its operating companies and key Group com-
panies had internal audit organizations comprising 159 peo-
ple as of April 1, 2019. These organizations share information
to enhance overall auditing within the Group.

Audits by Audit & Supervisory Board Members

Audit & Supervisory Board Members attend meetings of the
Board of Directors, Group Management Strategy Committee
and Management Committee as well as other important
meetings. To audit how Directors execute their responsibili-
ties, they conduct hearings with Directors and corporate
officers regarding operational status and receive operation-
al reports from subsidiaries. In addition to undergoing stat-
utory audits, JFE companies take the following initiatives to
ensure the effectiveness of internal auditing by the Audit &
Supervisory Board Members and to strengthen coordination
among the Members.

Composition of remuneration for the company’s Directors and part-time Audit & Supervisory Board Members

Basic remuneration

Stock remuneration

Annual bonus

Service-  Performance-
length linked

+—>

Short-term performance-linked

+——>

Medium- to long-term
performance-linked

Remuneration limit for the

within 700 million yen per year

Remuneration limit for the company’s Directors (all Directors):

company’s Directors .
(excluding Outside Directors):

JFE Holdings, Inc.

within 600 million yen
over 3 years

® A total of 36 full-time Audit & Supervisory Board Members
have been appointed to 29 companies, including JFE
Holdings. Operating company personnel are dispatched
to Group companies as part-time Outside Audit &
Supervisory Board Members. Each absentee Audit &
Supervisory Board Member serves one to four subsidiar-
ies to raise the quality of the audits by their Audit &
Supervisory Board Members and enhance Group gover-
nance. Ten absentee Audit & Supervisory Board Members
served 29 companies in total.

® The JFE Group Board of Auditors includes both full-time
Audit & Supervisory Board Members of each Group com-
pany and part-time Audit & Supervisory Board Members.
Subcommittees and working groups created to address
specific issues meet autonomously to share information,
investigate issues and enhance understanding. The find-
ings of the year’s activities are presented at the general
meeting of JFE Group Auditors and used for audits.

Structure of JFE Group Board of Auditors

General Meeting of New Audit &
JFE Group Auditors ~ — Supervisory Board Member
(hosted by JFE Holdings and attended training courses and
by 46 auditors from 56 companies) other seminars

|
Subcommittees and

working groups
(by topic)
]
[ I 1
JFE Steel and its group JFE Engineering and its JFE Shoji Trade and its
companies group companies group companies
Part-time Audit & Part-time Audit &

Supervisory Board Members Supervisory Board Members
(5 auditors overseeing (5 auditors overseeing
20 group companies) 9 group companies)

Cooperation between Audit & Supervisory Board
Members and Accounting Auditor

In FY2018, the Audit & Supervisory Board Members held
eight scheduled or unscheduled meetings with Ernst & Young
ShinNihon, JFE’s outside accounting auditor, in which the
latter presented its audit plan, completed work and detailed
results. The firm also presented a detailed explanation of its
quality management system to confirm its validity. In turn, the
Audit & Supervisory Board Members explained their own au-
dit plans and other matters to the firm. The two sides also
shared opinions on related matters.

Cooperation between Audit & Supervisory Board
Members and Internal Auditing Department

In FY2018, the Audit & Supervisory Board Members held
seven scheduled or unscheduled meetings with the internal
auditing department, in which the latter presented its internal
audit plan, work status and detailed results. During the meet-
ings, the Audit & Supervisory Board Members also shared
opinions with the department.

Operating company governance

Some Directors, Corporate Officers and Audit & Supervisory
Board Members of JFE Holdings serve concurrently as the
Directors or Audit & Supervisory Board Members of operating
companies to strengthen governance and information sharing
across the Group. To strengthen governance, JFE Holdings’
managers attend each operating company’s General Meeting
of Shareholders and Management Planning Briefing, receive
reports on their activities and discuss the managerial policies
of subsidiaries.

I Basic policies for strategic shareholdings and
exercise of related voting rights

All shares held by the company are the shares of subsidiaries
or affiliates.

The company’s wholly owned subsidiaries and operat-
ing companies, JFE Steel Corporation, JFE Engineering
Corporation and JFE Shoji Trade Corporation (hereinafter the
“Operating Companies”), hold stocks as strategic sharehold-
ings for the aim of facilitating the promotion of business trans-
actions and financial transactions, etc.

The company and the Operating Companies regularly re-
view all strategic holdings at the Board of Directors meetings
through examination of their significance and comparison be-
tween the company’s cost of capital and the return on invest-
ment, and consider from a comprehensive perspective, selling
the shares which have become insignificant or cause damage
risk to shareholders’ interest. In April 2016, the company de-
cided to reduce its strategic holdings by approximately 100
billion yen and has sold a total of approximately 140 billion
yen of its strategic holdings (on a market value basis) since
FY2016. Furthermore, in FY2018, the Board of Directors, at
a meeting held in August 2018, examined the significance of
its strategic holdings and the return on investment from the
above perspective.

The exercise of voting rights of strategic shareholdings is
decided upon reviews by Operating Companies on the con-
tent of the proposal and is appropriately implemented in a
way that will maximize shareholder interest. To be specific,
the content of the proposal is to be checked by the invest-
ment application department and the investment control de-
partment, and approval will be given to proposals which are
considered not to pose any threat to the maximization of in-
terest of these Operating Companies as shareholders.

Of the shares for investment purposes held by JFE Steel,
which has the largest balance sheet amount and account for
the majority of the shares for investment purposes posted in
the consolidated financial statements of the company, those
shares of JFE Steel that are held for purposes other than pure
investments are shown below.

End of FY2016 End of FY2017 End of FY2018

Number of issues 243 242 238

Total balance sheet amount

(billion yen) 314.4 259.1 241.0
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Compliance System

built upon a strong foundation of “Ensuring Thorough Compliance.

In expanding our businesses in Japan and abroad, it is important that
JFE maintains relationships of trust with all stakeholders, including
its customers, shareholders and local communities. Trust can only be

Misconduct and scandals resulting from compliance violations can
instantly shatter the trust that has taken many years to establish.
Therefore, JFE believes it is extremely important that all members of
the organization deepen their knowledge and awareness of compli-
ance and perform their jobs accordingly.

The JFE Group’s Standards of Business Conduct guide employees to conduct their busi-
ness activities based on the Corporate Vision and Corporate Values. They also help to
strengthen awareness among all JFE Group executives and employees and ensure ad-
herence to corporate ethics.

The Compliance Committee chaired by the president generally convenes every

Ensure adherence to corporate ethical
standards and compliance

Configured KPI (Group-wide)

B Steady execution of training to foster and maintain a sense of compliance
H mprove employee awareness of ethics reflected in JFE’s Corporate Ethics
Awareness Survey

Thorough compliance

The JFE Group conducts training on compliance with the
Antimonopoly Act, insider trading restrictions, security export
controls, the Construction Business Act, laws against brib-
ery of public officials, etc. The Group has also compiled a
Compliance Guidebook and distributed to employees and
executives (domestic and overseas), to be used in activities
such as collation, to ensure that the rules are fully communi-
cated and informed.

Whistleblowing system

The JFE Group has established a Corporate Ethics Hotline to
ensure that crucial information regarding compliance, includ-
ing violation of the Antimonopoly Act, bribery, or all kinds of
workplace harassment, can be communicated directly from
the front lines to top management rapidly and accurately. The
whistleblowing system aims to maintain corporate ethics,
comply with laws and regulations, and prevent corruption. It
is accessible to all officers and employees of the JFE Group
as well as those of suppliers and other business partners.
Additionally, an external hotline to a law firm is also provided.
To encourage the active sharing of information, confidentiality
is strictly respected and the hotline is operated under rules
and regulations that protect people who report information or
seek advice. Whistleblowing and requests for advice are
regularly reported to full-time Audit & Supervisory Board
Members. Moreover, the operational status of the system is
reviewed every year by the Board of Directors.

JFE Holdings, Inc.

quarter to deliberate basic policies and issues and then supervise their implementation.
Each operating company has a similar in-house system for promoting and supervising
compliance. In addition, operating companies have introduced a Corporate Ethics
Hotline to ensure that crucial information regarding compliance can be communicated
directly from the front lines to top management.

Cases handled by the Corporate Ethics Hotline
Company | Freot6 | P07 | Freots
JFE Holdings and operating companies 62 89 80

Prevention of bribery

The JFE Group does not tolerate any kind of illegal activity in
Japan or any other country, including bribery, such as offering
money or other benefits to public officials, and never resorts
to these illegal activities to gain profit or resolve problems.
Based on these thoughts, the Group issued JFE Group’s
Basic Stance on Preventing Bribery of Public Officials and dis-
seminate it throughout the Group including operating com-
panies. JFE Group also maintains various systems to prevent
the bribery of public officials.

JFE Group’s Basic Stance on Preventing Bribery of Public Officials
1 https://www.jfe-holdings.co.jp/en/company/philosophy/anti-bribery.html

Resisting organized crime

The JFE Group declares in its standards of business conduct
that it will firmly resist all antisocial forces, and has established
the JFE Group Poalicies for Addressing Antisocial Forces and
Regulations for Addressing Violence Directed at Companies
to clarify the measures to be taken in response to any issues.

Employee ethics awareness surveys

The JFE Group regularly conducts Corporate Ethics
Awareness Surveys to quantitatively assess employees
awareness of ethics and help employees stay informed about
JFE’s corporate vision.

’

Antimonopoly Act compliance

The JFE Group views past violations of the Antimonopoly Act
seriously and continues to implement thorough measures to
eliminate the possibility of future infringements.

Risk Management

Risk Management System

JFE Holdings is responsible for comprehensive risk management in accordance with its
Basic Stance for Building an Internal Control System. The JFE Group CSR Council, which
is independent of the Audit & Supervisory Board and chaired by the President of JFE
Holdings, collects specific information and enhance management for the purpose of
reducing the frequency and impact of risks. The Corporate Officer responsible for risk
works to identify potential risks associated with business activities, ethical and

regulatory compliance, the disclosure of financial reports and information, as well as
ESG risks such as climate change, which have become increasingly important in risk
management. If potential risks are identified, they are reviewed and assessed at an
appropriate meeting as necessary for further examination or the deployment of counter-
measures. The Board of Directors supervises the CSR and ESG activities of the JFE
Group by receiving reports and holding discussion on its material issues.

. See pages 19 to 22 of the JFE Group CSR REPORT 2019. https://www.jfe-holdings.co.jp/en/csr/data/index.html

I Response to risks

Intellectual property management

The JFE Group meticulously manages intellectual property
across its diverse business activities. To prevent infringement
on third-party intellectual property, it constantly monitors the
latest information on intellectual property and implements all
necessary measures.

Privacy protection

JFE has established the JFE Group Privacy Statement for
managing information including “My Numbers,” which are
personally identifiable numbers under Japan’s social security
and tax number systems.

To maintain the appropriate protection of personal informa-
tion, employee trainings on the rules, which have been set in
place in accordance with the privacy statement, have been
conducted as stipulated in applicable laws of each country
related to businesses and guidelines.

‘ JFE Group P.rivacy ?tatem?nt '
https://www.jfe-holdings.co.jp/en/privacy.html

——

Information security

The JFE Group formulates various rules on information se-
curity management to prevent information leakage and sys-
tem failures due to cyber-attacks and improper system use.
Efforts are made to enhance information-security knowledge
and awareness of rules among employees through training
and education. Additionally, shared IT measures are applied
in each Group company and regular information security au-
dits are conducted to reinforce the overall information security
management level in the Group.

Key issues related to information security are deliberated by
the JFE Group Information Security Committee to determine
Group policy.

Based on policies set by the committee, the JFE-SIRT*
formulates and implements information-security measures,
performs information security audits, offers guidance on re-
sponding to incidents and generally enhances the level of
Group-wide information security management.

* JFE-Security Integration and Response Team established in April 2016.

JFE Group Information Security Governance System

n q Sharing risk
CEO (President) Group CSR Council information
T Regular reporting
Corporate Officers —JFE Group Information Security Committee
General Manager of Planning and Decision
Information Security proposals
JFE-SIRT
Supervising and
monitoring
Reporting Execution

Group companies

I Disaster response

The JFE Group aims to be a resilient company in times of di-
saster when seen from a business continuity planning (BCP)
viewpoint. It conducts emergency drills for large earthquakes
and tsunamis and has introduced a system to confirm peo-
ple’s safety, along with formulating emergency manuals and
diversifying suppliers of procurement.

JFE GROUP REPORT 2019
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Stakeholder Relationships

I Promotion of interactive communication

The JFE Group strives to maintain agreeable and favorable relationships
with all stakeholders, including shareholders, customers, clients, employ-
ees and local communities, for the sustainable growth and medium- to
long-term increase of corporate value.

I Major activities

Stakeholders Approach Major communication methods, etc. Others
Frequency (per year) Scale, efc.

We work to disclose information Ordinary general meeting of shareholders (convocation notices, 1 Approx. 150,000 persons
accurately, fairly and in a timely notices of resolutions, etc.) (Unit shareholders)
and appropriate manner as well as Investors meeting (financial results, medium-term business 4 Approx. 500 persons in total
strive for active communication. We plans, etc.)
established the Investor Relations Individual meetings (financial results, medium-term business As needed Approx. 400 persons in total
and Corporate Communications plans, etc.)

Shareholders/ Department as an organization Briefings (at the branch offices of securities firms, etc.) 10 Approx. 1,000 persons

Investors responsible for communication with Plant tours for shareholders (steel, engineering, shipbuilding 25 Approx. 2,100 persons

domestic and international shareholders
and investors, and promote constructive

bases, efc.)

Publishing shareholder newsletters (JFE Dayori)

2 (Mid-year and annual) Approx. 220,000 copies/issue

dialogue as well as provide management  Various reports, including integrated reports and CSR reports 1 Approx. 40,000 copies
with the information acquired, with the Information via websites (for shareholders and investors), etc. As needed
aim of maintaining and improving the
relationship of trust.
The Group believes that the stable Communication through sales activities and support for quality As needed Conducted at each operating company
supply of products and services and assurance
reliable quality assurance, along with Interviews and questionnaires, such as that on customer As needed Conducted at each operating company
advancing research and development, satisfaction
Customers are necessary to meet customer needs. Information via websites (product information), etc. As needed
We will work to establish win-win
relationships by continuously meeting
customer needs and the trust they
place in us.
CSRinitiatives are being actively Communication through purchasing activities As needed Conducted at each operating company
pursued together with our clients, who Briefings and discussions As needed Conducted at each office
are important business partners. Information via websites, etc. As needed
: We have established Purchasing and
Clients Procurement Policies to promote fair
and sincere procurement activities and
to construct healthy relationships with
clients.
With the recognition of top Communication through daily operations and in the workplace As needed
management that creating workplaces Internal r s and intranet As needed
to provide dignity and job satisfaction Various labor-management committees 2t04 Management and labor unions at each
for all is essential for maximizing the operating company
potential of individuals, we have Corporate Ethics Hotline As needed 80 calls in FY2018
Employees formulated the Basic Stance on Various training sessions As needed Position-specific, compliance, human
Human Resource Management and rights, etc.
Health Declaration and are conducting Family days (visits by employee families, lunch at employees’ As needed Conducted at each operating company

various activities toward attaining the
goals.

cafeterias, etc.)

Corporate Ethics Awareness Survey

1 (every 3 years) At the company and operating

companies

To ensure business continuity at
manufacturing bases where
steelworks are located and elsewhere,
constructing a relationship of trust with
citizens in local communities and
realizing coexistence and prosperity
Local are crucial.

communities We will pursue various activities with
the aim of realizing sustainable
growth and regional development,
including continued initiatives toward
ensuring safety and reducing our
environmental impact.

Communication through local residents’ associations, events, etc.

As needed

Events at manufacturing bases (festivals, etc.)

Approx. once in each region  Approx. 280,000 persons a year

Plant tours

As needed 100,000 or more persons a year

Clean-up activities (vicinity of manufacturing bases, regional
cleaning, etc.)

As needed

Sports promotion (baseball or jogging workshops, various sports
competitions, etc.)

As needed

Others (education at elementary schools, craft workshops,
workplace experience events, etc.)

As needed

Information via websites (environmental information, etc.)

As needed

Social contribution through JFE 21st Century Foundation (various
research support, regional activity support, etc.)

JFE 21st Century Foundation » http://www.jfe-21st-cf.orjp/eng

As needed

JFE Holdings, Inc.

I External recognition in recent years

Name of SRI index, etc.

Description of selection criteria, etc.

Evaluation / selection period

Both indexes consist of companies with outstanding ESG evaluations selected by Morgan Stanley Capital

MSCI ESG Leaders International (MSCI).

2019 Constituent
56
aders Indexes

Indexes MSCI Japan Empowering Women Index consists of companies that are recognized as having outstanding At June 2019
MSCI Japan Empowering gender diversity in each industry within the MSCI Japan IMI Top 500 Index. MSCI calculates multifaceted
Women Index gender diversity scores based on data disclosed in accordance with the Act on the Promotion of Women’s
Participation and Advancement in the Workplace. DO TN O 210
DO O SERICE WA OG0 O TS LTS,
For this index, Sompo Japan Nipponkoa Asset Management (SNAM) applies a unique evaluation system
SNAM Sustainability that utilizes the experience and knowledge of SOMPO RISK MANAGEMENT (environmental survey)
) ) R A 201210 2019
Index and IntegreX (social and governance survey). The company has been included in this index for eight
consecutive years.
Health & Productivity Under the Health & Productivity Stock Selection Program, the Ministry of Economy, Trade and Industry
Stock Selection and the Tokyo Stock Exchange cooperate to select companies that have been strategically implementing (
Program and Certified employee health management from a business management viewpoint. The company was selected “ E ﬁ___‘h“s_r
Health & Productivity for the Health & Productivity Stock Selection for the first time in 2018. Additionally, the company was 2018 I TR o
Management Outstanding selected for Certified Health & Productivity Management Outstanding Organizations Recognition Program ™ ; e ?;"; E?Fﬂ?%ﬁk
Organizations Recognition which certifies organizations that implement outstanding health management in collaboration with health ———e I 50D
Program (White 500) insurance society members.
The Ministry of Economy, Trade and Industry and the Tokyo Stock Exchange cooperate to select companies
e act|ve\.y applying IT tp realize management |nnoyat|on and enhanced earQ|ngs levels and producnvny
. that will lead to medium- to long-term increase in corporate value and reinforced competitive strength. 2015102019
Company Stock Selection ) . . , 2019
Selections are made per industry type, and the company has been selected for this index for five B OITESE
consecutive years. (2019 Competitive T Strategy Company Stock Selection: 29 companies) Creetitho I Mty Lucsiany
The Ministry of Economy, Trade and Industry and the Tokyo Stock Exchange cooperate to select one to 2014 . N A D E
Nadeshiko Brand three companies per industry that have demonstrated outstanding achievement for the advancement of 2015 .. S HI 5 3
women. The company has been selected for this index three times up to this year. 2017 . .. Ko E <

This is the first financing system in the world to incorporate special environmental ratings, which uses

DBJ Environmentally
Rated Loan Program

a screening system developed by the Development Bank of Japan (DBJ) to evaluate environmental
management levels and select outstanding companies with three interest stages according to evaluation 2016
points. Our company was rated as a top-ranking company that pursues excellent and advanced environ-

mental initiatives in recognition of our advanced environmental management which we have pursued.

This is the first financing option in the world to incorporate special health management ratings, which

DBJ Employees’ Health
Management Rated Loan

uses the unique screening system developed by the Development Bank of Japan (DBJ) to evaluate and
select companies with excellent health management initiatives for employees, whereby setting financing
terms and conditions according to the evaluation result. The company was rated as a top-ranking

2018

AR company with excellent advanced initiatives to employees’ health management in recognition of our szﬂm
advanced health management which we have pursued. W o ar
I Awards for technology and product development, etc. (yzo1g)
JFE Steel
Award name Description Sponsor

The Commendation for Science and Technology by the Minister of Education, Culture,
Sports, Science and Technology, Prize for Science and Technology (Development Category)

Development of Super-SINTER™, which reduces CO, emissions
in the process of manufacturing raw materials for steelmaking

Ministry of Education, Culture, Sports,
Science and Technology

National Commendation for Invention, Invention Award

Invention of shipbuilding plates with excellent brittle crack
propagation resistance

Japan Institute of Invention and
Innovation

Information Technology Award, Information Technology Special Prize
(System Integration Prize)

JFE Group’s accounting system overhaul project

Japan Institute of Information
Technology

Energy-Efficient Machinery Award, JMF's President Award

Air leak visualization device to detect leak amount and direction
(MK-750)

Japan Machinery Federation

JSPMI Prize, Chairman’s Prize

Magnetic leakage flux tester for minute unevenness of steel
sheets surface

Japan Society for the Promation of
Machine Industry

Okochi Memorial Technology Award

Development of SP3, high wear resistant heat treatment rail for
heavy haul railways with extreme fine pearlite structure

Okochi Memorial Foundation

JFE Engineering

Award name

Description

Sponsor

Environment Minister’s Award for Global Warming Prevention Activity

The MiReLiS™ BOG re-liquefaction facility

Ministry of the Environment

JSME Medal for New Technology

The AtoMS™, a city gas calorific value adjustment system with
novel atomization technology

The Japan Society of Mechanical
Engineers

Engineering Advancement Association of Japan Distinguished Service Award
(Contribution to Environment)

Project team for the new BOG re-liquefaction and booster facility

Engineering Advancement
Association of Japan

Engineering Advancement Association of Japan Distinguished Service Award
(Advancement of Engineering)

Toyohashi biomass project team

Engineering Advancement
Association of Japan
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Management Organization

(Y-

Executive Structure (s of uly 1,2019)

o

Directors

Category

Koji Kakigi

&l Yoshihisa Kitano

Masashi Terahata

Bl Naosuke Oda

%

Hajime Oshita

JFE Holdings, Inc.

Career, experience, and knowledge

1977 Joined Kawasaki Steel Corporation
2015 Representative Director, President and CEO of JFE Steel Corporation, Representative Director of JFE Holdings, Inc.
2019 Representative Director, President and CEO of JFE Holdings, Inc. (current post)

Mr. Kakigi has abundant experience and knowledge required for management of the Group, which he has accumulated through his
experience in operations in human resource and labor administration departments, and execution of duties as Corporate Officer in general
administration, legal, accounting, finance, and procurement, in the company and JFE Steel Corporation

1982 Joined Kawasaki Steel Corporation
2019 Representative Director, President and CEO of JFE Steel Corporation (current post), Representative Director of JFE Holdings, Inc.
(current post)

Mr. Kitano has abundant experience and knowledge required for management of the Group, which he has accumulated through his
experience in operations in steel making technology and production control departments, and execution of duties as Corporate Officer such
as supervision of steel works and overseas business, corporate planning, and IT in JFE Steel Corporation.

1982 Joined Kawasaki Steel Corporation
2018 Representative Director and Executive Vice President of JFE Steel Corporation
2019 Representative Director and Executive Vice President of JFE Holdings, Inc. (current post)

Mr. Terahata has abundant experience and knowledge required for management of the Group, which he has accumulated through his
experience in operations such as general administration and legal departments in the company as well as operations in human resource and
labor administration departments, and execution of duties as Corporate Officer in management divisions such as accounting, finance and
procurement departments in JFE Steel Corporation.

1977 Joined NKK Corporation

2012 Representative Director and Executive Vice President of JFE Steel Corporation

2016 Representative Director, President and CEQ of JFE Shoji Trade Corporation (current post)

2017 Director of JFE Holdings, Inc. (current post)

Mr. Oda has abundant experience and knowledge required for management of the Group, which he has accumulated through his experience
in operations related to sales of automotive steel at JFE Steel Corporation, and supervising sales divisions as Corporate Officer.

1982 Joined NKK Corporation

2017 Representative Director, President and CEO of JFE Engineering Corporation (current post), Director of JFE Holdings, Inc. (current post)
Mr. Oshita has abundant experience and knowledge required for management of the Group, which he has accumulated through his
experience in corporate planning, accounting and finance, and a wide range of duties as Corporate Officer, including overseeing domestic
and overseas businesses at JFE Engineering Corporation.

Appointment as members of advisory '_ e
bodies to the Board of Directors ¥ i

i Nomination
: Committee

muneration
Committee

Nobuya Hara

Audit &
Supervisory
Board
Members

Kumiko Ba

1984  Joined NKK Corporation
2016 Audit & Supervisory Board Member of JFE Steel Corporation (current post)
2017 Audit & Supervisory Board Member of JFE Holdings, Inc. (current post)

Mr. Hara has abundant experience and knowledge in finance and accounting that he has accumulated through operations related to corporate planning, accounting
and finance at JFE Steel Corporation as well as accounting operations at the company. He also has abundant experience and knowledge gained through corporate
management operations at the group companies of JFE Steel Corporation, in addition to duties as its Audit & Supervisory Board Member.

1989 Joined Toshiba Corporation

2014 Joined JFE Engineering Corporation

2018 Vice President of JFE Engineering Corporation

2019 Audit & Supervisory Board Member of JFE Holdings, Inc. (current post)

Ms. Baba had engaged in operations such as contract negotiation with overseas parties and business alliances and launches of new business in Toshiba
Corporation. Since joining JFE Engineering Corporation, she has executed duties as Corporate Officer in the company in addition to supervision of overseas
businesses and accounting and finance related operations and thus she has abundant experience and knowledge about finance and accounting.

Outside Executive Structure (s of uly 1, 2019)

Masao Yoshida

Category

pirectors | [l Masami Yamamoto

Nobumasa Kemori

Shigeo Ohyagi
Audit &
Supenvisory| - [l Isao Saiki
Board
Memb
Tsuyoshi Numagami

Expertise and background Appointment as members of advisory

bodies to the Board of Directors

Independent

executive Corporate management/
Management sirateqy

Main concurrent positions

Special Advisor of Furukawa
Electric Co., Ltd.

Director and Senior Advisor of
Fujitsu Limited

Executive Advisor of Sumitomo
Metal Mining Co., Ltd.

Senior Advisor of Teijin Limited

Partner Lawyer of Abe, lkubo
& Katayama Law Firm

Board Member and
Executive Vice President of
HITOTSUBASHI UNIVERSITY
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