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1. Preparation Policy of the Consolidated Financial Statements consolidated statement Of ﬁnancial pOSition

The consolidated financial statements of the Company are prepared in accordance with
International Financial Reporting Standards (hereinafter referred to as “IFRS”) pursuant to the (millon yen)
provisions of Article 93 of the Ordinance on Terminology, Forms, and Preparation Methods of S of As of

Consolidated Financial Statements (Ordinance of the Ministry of Finance No. 28 of 1976; Notes March 31, 2019 March 31, 2020
hereinafter referred to as the “"Ordinance on Consolidated Financial Statements”).

Assets
2. Audit Certification Curent assets
In accordance with the provisions of Article 193-2, paragraph 1 of the Financial Instruments Cash and cash equivalents x4 82,288 86,704
and Exchange Act, the consolidated financial statements of the Company for the fiscal year Trade and other receivables 8,21,3/ 754,679 678,098
ended March 31, 2020 were audited by Ernst & Young ShinNihon LLC. Contract assets 27 124,039 142,075
Inventories 9 917,812 872,602
3. Particular Efforts to Secure the Appropriateness of Consolidated eaTTE s e 19.076 20,946
Financial Statements, etc. Other financial assets 10, 37 4,471 6,307
The Company is making particular efforts to ensure the appropriateness of consolidated
financial statements, etc. Specifically, in order to establish a system for gaining proper Otfer current assefs il 86,290 108410
understanding of the details and revisions of accounting standards and relevant guidance and Total current assets 1,988,658 1,915,146
responding accordingly, the Company has joined the Financial Accounting Standards Non-current assets
Foundation and attends seminars and workshops held by the foundation. Property, plant and equipment 12, 21 1,835,229 1,717,751
Goodwil 13 4,445 6,497
4. Development of a System for Fair Preparation of Consolidated Financial Intangible assets 13 82,567 88,802
Statements, etc. in Accordance with IFRS o p—— 14,21 B 102,322
In order to prepare appropriate consolidated financial statements under IFRS, the Company
keeps up to date with the latest accounting standards and assesses their impact by obtaining Investment property 1 59425 98,158
press releases and standards issued by the International Accounting Standards Board as Investments accounted for using equity method 6,18, 21 315,064 336,040
necessary. The Company has also formulated the Group Accounting Policies in compliance Retirement benefit asset 24 16,380 15,520
with IFRS and conducts its accounting based on those policies. In addition, the Company Deferred tax assets 19 36,609 94,930
attends seminars and workshops held by the Financial Accounting Standards Foundation, audit Other financial assets 10, 21, 37 360,133 296,004
firms and other organizations, thereby accumulating expertise within the Company. Other non-current assets 11, 21 10,686 14,946
Total non-current assets 2,720,543 2,730,974
Total assets 6 4,709,201 4,646,120
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Consolidated statement of profit or loss

(million yen)
Fiscal 2018 Fiscal 2019
Notes (April 1, 2018 — (April 1, 2019 -

March 31, 2019)

March 31, 2020)

(million yen)
Notes March 31 2010 March 31 f 2020
Liabilities and equity

Liabilities

Current liabilities
Trade and other payables 20, 21, 37 584,939 557,252
Bonds payable, borrowings, and lease liabilities 21, 36, 37 329,400 376,473
Contract liabilities 27 59,060 44,813
Income taxes payable, etc. 16,399 13,249
Provisions 23 14,336 12,507
QOther financial liabilities 22,37 99,097 89,465
Other current liabilities N 222,705 210,543
Total current liabilities 1,325,938 1,304,306

Non-current liabilities
Bonds payable, borrowings, and lease liabilities 21, 36, 37 1,194,478 1,437,835
Retirement benefit liability 24 133,999 143,316
Provisions 23 30,438 25,740
Deferred tax liabilities 19 3,550 3,723
Other financial liabilities 22,37 17,140 16,246
Other non-current liabilities 1 11,895 8,398
Total non-current liabilities 1,391,503 1,635,261

Total liabilities 2,717,442 2,939,568

Equity
Share capital 25 147,143 147,143
Capital surplus 25 646,793 652,430
Retained earnings 25 1,241,420 1,002,076
Treasury shares 25 (180,670) (180,637)
Other components of equity 71,650 6,012
Equity attributable to owners of parent 1,926,337 1,627,026
Non-controlling interests 65,422 79,526
Total equity 1,991,759 1,706,552

Total liabilities and equity 4,709,201 4,646,120

Revenue 27 3,873,662 3,729,717
Cost of sales 12,13, 29 (3,328,475) (3,334,103)
Gross profit 545,186 395,614
Selling, general and administrative expenses 12,13, 28, 29, 30 (357,323) (356,992)
Share of prafit of entities accounted for using equity method 6, 18 42,685 8,782
Other income 31 30,877 30,818
Other expenses 32 (29,355) (40,323)
Business profit 232,070 37,899
Impairment losses 6, 16 (10,252) (238,826)
Operating prafit (loss) 221,818 (200,927)
Finance income 6, 33 2,083 2,727
Finance costs 6, 33 (14,588) (15,273)
Profit (loss) before tax 209,313 (213,473)
Income tax expense 19 (39,488) 20,183
Profit (l0ss) 169,825 (193,290)
Profit (loss) attributable to
Owners of parent 163,509 (197,744)
Non-controlling interests 6,315 4,454
Profit (l0ss) 169,825 (193,290)
Earnings per share
Basic earnings (losses) per share (yen) 35 283.81 (343.39)
Diluted earnings (losses) per share (yen) 85 283.76 (343.39)

JFE Holdings, Inc.

JFE GROUP REPORT 2020 106

uolBWLIO| [BIOUBUI



Consolidated statement of comprehensive income Consolidated statement of changes in equity

(million yen) (million yen)
Fiscal 2018 Fiscal 2019 Equity attributable to owners of parent
Notes (April 1, 2018 — (April 1,2019 - .
March 31, 2019) March 31, 2020) Other components of equity
Net change in
R fair value of
Profit (los9) 169,825 (193,290 Notes o eauly intruments
‘ Capital Retained Treasury ments designated as
Share capital surolus earninas shares of defined measured at
Hou g benefit fair value
through oth
Other comprehensive income plans oo;f?;rgehgnssvre
income
ltems that will not be reclassified to profit or loss Balance as of April 1, 2018 147,143 646,634 1,138,091 (179,070) - 113,073
Profit (l0ss) - - 163,509 - - -
Remeasurements of defined benefit plans 24, 34 (4,270) (4,975) Other comprehensive income _ _ _ _ (4,630) (23,108)
Net change in fair value of equity instruments designated as Comprehensive income - - 163,509 - (4,630) (23,108)
measured at fair value through other comprehensive income 84,37 (23,091) (49,143) 6 0 R S - - - 1.627) - -
Share of other comprehensive income of investments Disposal of treasury shares - (16) - 27 - -
accounted for using equity method 18,34 (430 3,148 Dividends %6 B 3 (54.784) B B B
Total of items that will not be reclassified to profit or loss (27,793) (50,971) Share-based payment transactions 30 _ 170 _ _ _ _
Changes in ownership interest in subsidiaries - 4 - - - -
ltems that may be reclassified to profit or loss Transfer from other components of equity to B B (5.396) B 4630 266
Exchange differences on translation of foreign operations 34 (4,445) (3,080) retained earmngé .
Fifective portion of cash flow hedges 34 (383) (44) Transfer to non-financial assets 37 - - - - - -
Other - - - - - -
Share of other comprehensive income of investments - -
accounted for using equity method 18, 34 (10,824) (11,786) Total transactions with owners - 158 (60,181) (1,600) 4,630 766
Balance as of March 31, 2019 147,143 646,793 1,241,420 180,670 - 90,730
Total of items that may be reclassified to profit or loss (15,653) (14,911) ( )
Total other comprehensive income (43,446) (65,882) Equity attributable to owners of parent
Other components of equity
Comprehensive income 126,378 (259,172) Exchange Non-controlling .
NOES itferenceson  Effective Total interests Total equity
translation of - portion of cash Total
Comprehensive income attributable to foreign flow hedges
Owners of parent 120,693 (263,243) : oporations
Non-controling inerests 5685 4,070 Balaﬁce as of April 1, 2018 (1,805) (1,359) 109,907 1,862,707 59,357 1,922,065
Comprehensive income 126,378 (259,172) Profit loss) . B . 163,509 6315 169,825
Other comprehensive income (14,742) (334) (42,816) (42,816) (630) (43,446)
Comprehensive income (14,742) (334) (42,816) 120,693 5,685 126,378
Purchase of treasury shares - - - (1,627) = (1,627)
Disposal of treasury shares - - - 10 - 10
Dividends 26 - - - (64,784) (1,972) (56,756)
Share-based payment transactions 30 - - - 170 - 170
Changes in ownership interest in subsidiaries - - - 4 (4) -
Transfer from other components of equity to _ _ 5396 _ _ _
retained earnings ,
Transfer to non-financial assets 37 - (838) (838) (838) - (838)
Other - - - - 2,356 2,356
Total transactions with owners - (838) 4,558 (57,064) 379 (56,684)
Balance as of March 31, 2019 (16,547) (2,532) 71,650 1,926,337 65,422 1,991,759
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Consolidated statement of cash flow

109

(million yen) (million yen)
Equity attributable to owners of parent Notes ‘ Fiscal 2018 _ Fiscal 2019
Other components of equity (April 1, 2018 — March 31, 2019)  (April 1, 2019 — March 31, 2020)
Net change in
fair value of . .
ot Remeasure-  equity instruments Cash flows from operating activities
i i ments designated as Profit (loss) before tax 209,313 213,473
Share capital garpwltas\ Eg:ﬁ:?eg Tgiifggy of defined measured at ( . ‘) o ( )
urpiu g benefit fair value Depreciation and amortization 196,243 231,577
through other ‘
plans compurgehemsive Changes in allowance 23) (6,601)
ncome Interest and dividend income (10,627) (12,205)
Balance as of April 1, 2019 147,143 646,793 1,241,420 (180,670) - 90,730 Interest expenses 13,648 14,486
Cumulative effects of changes in ) ‘ ‘
accounting policies - - (1,302 - - - Decrease (increase) in trade and other receivables 2,533 86,357
Retroactively adjusted balance 147,143 646,793 1,240,117  (180,670) - 90,730 Decrease (increase) in inventories (82,529) 42,559
Profit (loss) - - (197,744) - - - Increase (decrease) in trade and other payables 19,691 (52,338)
Other comprehensive income - - - - (4,765) (46,129) Other 36 (669) 184,494
Comprehensive income - - (197,744) - (4,765) (46,129) Subtotal 347,585 274,856
Purchase of treasury shares - - - (73) - - Interest and dividends received 19,014 24,192
Disposal of treasury shares - 12) - 17 - - Interest paid (12,606) (13,241)
Dividends 2% - - (40,363) - - - Income taxes paid (85,741) (24,736)
Share-based payment transactions 30 - (34) - 88 - - Cash flows from operating activities 268,251 261,070
Changes in ownership interest in subsidiaries - 5,684 - - - -
Trtansfe(; from other components of equity to _ _ 67 _ 4765 (4.832) Cash flows from investing act|V|t|.es | .
retained earnings Purchase of property, plant and equipment, intangible assets, (312,578) (352,842)
Transfer to non-financial assets 37 - - — — = = and investment property C ’
_ _ _ _ _ _ Proceeds from sale of property, plant and equipment,
Other intangible assets, and investment property 488 3,357
Total transactions with owners = 5,637 (40,296) 33 4,765 (4,832) Purchase of investments (8,394) (35,299)
Balance as of March 31, 2020 147,143 652,430 1,002,076 (180,637) - 39,768 Proceeds from sale of investments 6,889 23,530
. : Other 243 2,875
Equity atrbutable to owners of parent Cash flows from investing activities (313,351) (358,378)
Other components of equity
Exchange Non-controlling ‘ millian yen
Notes diﬁere‘znces ofn Eﬁecti(ve ! _— Total interests Total equity Fiscal 2018 Fiscal 2019 ( )
translation of  portion of cas otal
foreign iow hedges NOES il 1, 2018 — March 31, 2019)  (April 1, 2019 — March 31, 2020)
operations
Balance as of April 1, 2019 (16,547) (2,532) 71,650 1,926,337 65,422 1,991,759 Cash flows from financing activities
%Q;ﬂ'ﬁﬁﬁg Sgﬁ(j?sOf changes n - - - (1,302) - (1,302) Net increase (decrease) in short-term borrowings 36 18,752 (11,500)
Retroactively adjusted balance (16,547) (2,532) 71,650 1,925,034 65,422 1,990,456 Increase (decrease) in commercial papers 36 77,000 5,999
Profit (loss) - - - (197,744) 4,454 (193,290) Proceeds from long-term borrowings 36 213,499 183,529
Other comprehensive income (15,393) 790 (65,498) (65,498) (384) (65,882) Repayments of long-term borrowings 36 (200,487) (104,825)
Comprehensive income (15,393) 790 (65,498) (263,243 4,070 (259,172) Proceeds from issuance of bonds 36 30,000 120,000
Purchase of treasury shares - - - (73) - (73) Redemption of bonds 36 (15,000 -
Disposal of freasury shares - - - 5 - 5 Payments for purchase of treasury shares (1,627) (73)
Dividends 26 - - - (40,363) (2,559) (42,922) Dividends paid to owners of parent 26 (54,640 (40,363)
Share-based payment transactions 30 - - - 54 - 54 Other 36 (15,614) (48,865)
Changes in ownership interest in subsidiaries - -~ - 5,684 12,287 17,971 Cash flows from financing activities 51,882 103,900
Transfer from other components of equity to _ _ (67) _ _ _
retancd eam|ng§ ; Effect of exchange rate change on cash and cash equivalents 388 (2,176)
Transfer to non-financial assets 37 - (71) (71) (71) - (71) : - -
Net increase (decrease) in cash and cash equivalents 7,170 4,416
Other - - - - 306 306 : — :
; : Cash and cash equivalents at beginning of period 75117 82,288
Total transactions with owners - (71) (138) (34,764) 10,034 (24,730) : -
Cash and cash equivalents at end of period 7 82,288 86,704
Balance as of March 31, 2020 (31,941) (1,813) 6,012 1,627,026 79,526 1,706,552
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2020, encompass the Company and its subsidiaries (the “Group”) and

its interests in affiliates and joint arrangements of the Company.

Details of the Group’s business are described in “6. Segment Information.”

2. Basis of Preparation
(1) Statement of compliance with IFRS

The Company meets the requirements of a “specified company
complying with designated international accounting standards” as
stipulated in Article 1-2 of the Ordinance on Consolidated Financial
Statements, and the Company therefore prepares its consolidated
financial statements in accordance with IFRS, in accordance with
Avrticle 93 of the Ordinance on Consolidated Financial Statements.

The Group’s consolidated financial statements for the fiscal year
ended March 31, 2020 were authorized for issue on June 19, 2020
by the Board of Directors.

(2) Basis of measurement

The Group's consolidated financial statements have been prepared on
a historical cost basis, with the exception of financial instruments, etc.,
described in “3. Significant Accounting Policies.”

(3) Functional currency and reporting currency

The Group’s consolidated financial statements are presented in
Japanese yen, which is the Company’s functional currency. Amounts
less than one million yen are rounded down.

3. Significant Accounting Policies
(1) Basis of consolidation

(i) Subsidiaries

Subsidiaries are those companies over which the Company has
control. If the Group has an exposure or right to variable returns from
involvement in the investee, and has the ability to use its power over
the investee to affect the amount of returns, then it is regarded as
controlling the investee.

The financial statements of subsidiaries are included in the
consolidated financial statements of the Group from the date of
acquisition of control to the date of loss of control.

If there is a change in equity interest in a subsidiary without loss of
control, itis accounted for as a capital transaction. If there is a change
in equity interest in a subsidiary accompanied by a loss of control, the
subsidiary’s assets and liabilities, non-controlling interests related to
the subsidiary, and other components of equity are derecognized,
with any gain or loss resulting therefrom recognized in profit or loss.

For subsidiaries whose reporting periods end on a date that differs
from that of the parent entity, provisional financial statements as of the
consolidated reporting date are used.

JFE Holdings, Inc.

Notes to Consolidated Financial Statements

1. Reporting Entity
JFE Holdings, Inc. (the “Company”) is an incorporated company
established under Japan's Companies Act and is located in Japan.
The consolidated financial statements of the Company, as of March 31,

(ii) Associates and joint arrangements

Associates: An entity in which the Group owns at least 20% and at
most 50% of the voting rights is considered an associate unless it can
be clearly demonstrated that the Company cannot exercise influence
over financial and operating policy decisions of the entity. An entity in
which the Group owns less than 20% of the voting rights is considered
an associate if the Company can exercise influence over financial and
operating policy decisions of the entity. Investments in associates are
accounted for using the equity accounting method.

A joint arrangement is an arrangement in which two or more parties
have joint control such that decisions about the relevant activities of
the arrangement require the unanimous consent of the parties sharing
control. If the parties that share joint control have rights to the assets
and obligations for the liabilities relating to the arrangement, it is called
a joint operation. If the parties that share joint control have rights to the
net assets of the arrangement, it is called a joint venture. In refation to
its interest in a joint operation, the Group recognizes its share of assets,
liabilities, revenue, and expenses. Joint ventures are accounted for
using the equity accounting method.

For associates whose reporting periods end on a date that differs
from that of the parent entity, provisional financial statements as of the
consolidated reporting date are prepared.

For JSW Steel Limited, provisional financial statements are prepared
based on December 31 as the reporting date because local legislation
imposes restrictions on when certain information becomes available to
the Company. Necessary adjustments have been made for material
transactions or events disclosed between JSW Steel Limited's
provisional reporting date and the consolidated reporting date.

(i) Consolidation eliminations

The balances of receivables and payables and transactions within
the Group, and unrealized gains and losses arising from transactions
within the Group, have been eliminated when preparing consolidated
financial statements.

(2) Business combinations

Business combinations are accounted for using the acquisition method.

Identifiable assets acquired through business combinations, liabilities
assumed, non-controlling interests of the acquiree, and goodwill are
recognized on the acquisition date (the date on which the acquirer
obtains control of the acquiree). As a general rule, identifiable assets
acquired and liabilities assumed are measured at fair value.

If the total value of the fair value of consideration (including contingent
consideration) transferred in the business combination, the amount of any
non-controling interests of the acquiree, and the fair value of the acquirer's
previously held equity interest in the acquiree (“Value A”) exceeds the net
value (usually the fair value) of the acquiree’s identifiable assets and
liabilities assumed (“Value B"), the excess is recognized as goodwil. If, on
the other hand, Value A'is less than Value B, the difference is recognized in
profit or loss as of the acquisition date.

Acquisition costs incurred are recognized as expenses when incurred.

For each individual transaction, the Company chooses to measure
non-controlling interests at fair value or as a proportionate share of the
fair value of identifiable net assets of the acquiree.

(3) Foreign currency translation

(i) Translation of foreign currency transactions

Foreign currency transactions are translated into the functional
currency of each company using the exchange rate or similar rate
prevailing on the transaction date. Monetary items denominated in
foreign currencies at the end of the reporting period are translated
into the functional currency at the exchange rate prevailing at the end
of the reporting period, and the resulting exchange differences are
recognized in profit or loss. When the valuation difference of a
non-monetary item is recognized in other comprehensive income, any
exchange component is recognized in other comprehensive income,
and when a non-monetary item is recognized in profit or loss, any
exchange component is recognized in profit or loss.

(ii) Translation of foreign operations
Assets and liabilities of foreign operations are translated at the
exchange rates prevailing at the end of the reporting period. In
addition, revenues and expenses of foreign operations are translated
at the average exchange rates for the reporting period unless
exchange rates fluctuated significantly during the period. Exchange
differences arising from translation are recognized in other
comprehensive income, and the accumulated amount is included in
other components of equity.

When disposing of foreign operations, the cumulative amount of
exchange differences related to the foreign operations is recognized
in profit or loss at the time of disposal.

(4) Financial instruments

(i) Financial assets
a. Initial recognition and measurement
Financial assets are classified either as financial assets measured
at amortized cost or as financial assets measured at fair value at
the time of initial recognition. The Group recognizes a financial
asset on the transaction date on which it becomes a party to the
contractual provisions of the financial asset.

Financial assets that meet the following conditions are classified
as financial assets measured at amortized cost:

e The asset is held in a business model of which the objective is

to hold the asset in order to collect its contractual cash flows

e The contractual terms of the financial asset give rise on

specified dates to cash flows that are solely payments of

principal and interest on the principal amount outstanding
Financial assets other than financial assets measured at amortized
cost are classified as financial assets measured at fair value.

With the exception of equity financial assets held for trading
purposes that must be measured at fair value through profit or
loss, equity financial assets measured at fair value are individually
classified either as measured at fair value through profit or loss or
as measured at fair value through other comprehensive income,
with that classification being made when the asset is initially
recognized and applying continuously thereafter.

With the exception of financial assets measured at fair value
through profit or loss, financial assets are measured at fair value at
initial recognition plus transaction costs directly attributable to the

acquisition. Financial assets measured at fair value through profit
or loss are measured at fair value at initial recognition, and
transaction costs directly attributable to the transaction are
recognized in profit or loss.

b. Measurement subsequent to initial recognition

(a) Financial assets measured at amortized cost

After initial recognition, measurement is the amortized cost

using the effective interest method.

(b) Financial assets measured at fair value through
profit or loss

After initial recognition, measurement is the fair value with

subsequent changes recognized in profit or l0ss.

(c) Equity financial assets measured at fair value
through other comprehensive income

After initial recognition, measurement is the fair value with

subsequent changes recognized in other comprehensive income.
Amounts recognized in other comprehensive income are

transferred to retained earnings when an asset is derecognized

or its fair value declines significantly (except when recovery is

deemed probable); they are not transferred to profit or loss.

Dividends derived from such financial assets are recognized as

profit or loss.

c. Derecognition

Financial assets are derecognized when the contractual rights to
receive cash flows have extinguished or when the contractual
rights to receive cash flows have been transferred and substantially
all risks and rewards of ownership of the financial asset are
transferred to another entity.

d. Impairment

For financial assets measured at amortized cost, the Company
recognizes allowances for doubtful accounts based on expected
credit losses.

Allowances for doubtful accounts are calculated as the present
value of the difference between the contractual cash flows due to
the Group and the cash flows that the Group expects to receive.

The Group determines whether the credit risk on each financial
asset has increased significantly since initial recognition on each
reporting date, and if the crediit risk has not increased significantly
since initial recognition, the amount of the allowance for doubtful
accounts is assessed based on the expected credit losses (expected
credit losses over 12 months) resulting from default events that may
oceur within 12 months. If, on the reporting date, credit risk on a
financial asset has increased significantly since initial recognition, the
amount of the allowance for doubtful accounts is assessed based on
the expected credit losses arising from all possible default events
over the expected lifetime of the financial asset (expected credit
losses over full lifetime). However, in the case of trade receivables,
contract assets, and lease receivables that do not contain a
significant financing component, regardless of the above, the amount
of the allowance for doubtful accounts is always measured using the
expected credit losses for the instrument’s full lifetime.
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A receivable is determined to be credit-impaired when a fact
such as the commencement of legal liquidation proceedings due
to the obligor's bankruptcy, etc. or the significant deterioration of
the obligor’s financial condition occurs. When it becomes apparent
that a receivable will be unrecoverable in the future due to a
write-off under the provisions of the Corporate Reorganization Act,
etc., the carrying amount of the receivable is directly reduced.

Provisions of allowances for doubtful accounts on financial
assets are recognized in profit or loss. In the case of events that
reduce the allowance for doubtful accounts, reversals of
allowances for doubtful accounts are recognized in profit or 1oss.

Estimates of allowances for doubtful accounts relating to
financial assets reflect the following.

 Unbiased probability-weighted amounts calculated by

evaluating a range of possible outcomes

 Time value of money

e Rational and supportable information about past events,

current conditions, and forecasts of future economic conditions,
available at the reporting date without undue cost or effort

(i) Financial liabilities
a. Initial recognition and measurement
Financial liabilities are classified either as financial liabilities
measured at amortized cost or as financial liabilities measured at
fair value through profit or loss at the time of initial recognition.
The Group initially recognizes issued debt securities on the date
of issue, and other financial liabilities are initially recognized on
the transaction date on which the Group becomes a party to the
contractual provisions of the financial liability.

Financial liabilities measured at amortized cost are measured
at fair value minus transaction costs directly attributable to the
issue of the instruments at the time of initial recognition.
However, financial liabilities measured at fair value through profit
or loss are measured at fair value at the time of initial recognition.

b. Measurement subsequent to initial recognition
(a) Financial liabilities measured at amortized cost
After initial recognition, measurement is the amortized cost
using the effective interest method.
(b) Financial liabilities measured at fair value through

profit or loss

After initial recognition, measurement is the fair value with
subsequent changes recognized in profit or loss.

c¢. Derecognition

Financial liabilities are derecognized when the financial liabilities
extinguish; that is, when the liabilities are discharged, are
cancelled, or expire.

(iii) Derivative and hedge accounting
The Group enters into derivative transactions such as forward
exchange contracts and interest rate swaps in order to hedge foreign
exchange risk, interest rate risk, and the like.

At the inception of the hedge, the Group formally designates and
documents the risk management purpose and strategy for the hedging
relationship and the implementation of the hedge. This documentation

JFE Holdings, Inc.

identifies the hedging instrument, the item or transaction being hedged,
the nature of the risk being hedged, and the method of evaluating the
effectiveness of the hedging instrument in offsetting the exposure to
changes in the fair value or cash flows of the hedged item due to the
risk being hedged. Moreover, the Group assesses at the inception of the
hedging relationship, and on an ongoing basis, whether a hedging
relationship meets the hedge effectiveness requirements.

Derivatives are initially recognized at fair value. After initial recognition,
fair value is measured and subsequent changes are treated as shown
immediately below.

a. Fair value hedges

Changes in the fair value of derivatives used as hedging instruments
are recognized in profit or loss or other comprehensive income.
Changes in the fair value of the hedged item corresponding to the
hedged risk are recognized in profit or loss or other comprehensive
income, with the carrying amount of the hedged item being adjusted.

b. Cash flow hedges

The portion of the change in the fair value of derivatives used as
hedging instruments that is determined to be an effective hedge is
recognized in other comprehensive income, and the cumulative
amount is included in other components of equity. The portion of
hedges that is ineffective is recognized in profit or loss. Amounts
accumulated in other components of equity are reclassified from
other components of equity to profit or loss in the accounting period
in which the transaction being hedged affects profit or loss. However,
if the forecast transaction being hedged subsequently results in the
recognition of a non-financial asset or non-financial liability, the
amount accumulated in other components of equity is treated as an
adjustment to the initial book value of that non-financial asset or
non-financial liability.

Hedge accounting is discontinued prospectively when the hedging
instrument expires, is sold, or is terminated or exercised, or if the
derivative no longer meets the requirements for hedge accounting.
When the forecast transaction is no longer expected to occur, the
amount accumulated in other components of equity is immediately
reclassified from other components of equity to profit or loss.

c. Derivatives not designated as hedges
Changes in the fair value of such derivatives are recognized in
profit or loss.

(iv) Offsetting financial assets and financial liabilities
Financial assets and financial liabilities are offset and presented at net
when the Group has a legally enforceable right to offset the recognized
amounts and intends to settle on a net basis or intends to realize the
asset and settle the liability simultaneously.

(5) Cash and cash equivalents

Cash and cash equivalents consist of cash on hand, readily available
deposits, and short-term investments maturing within three months
that are readily convertible to cash and subject to an insignificant risk
of changes in value.

(6) Inventories

Inventories are measured at the lower of cost and net realizable value.
Cost consists of material costs, direct labor costs, other direct costs,
and an appropriate allocation of related manufacturing overhead
costs. Net realizable value is calculated by deducting the estimated
selling costs from the estimated selling price. Cost is mainly calculated
based on the weighted-average method.

(7) Property, plant and equipment

The Group uses the cost model to measure the carrying value of
property, plant and equipment subsequent to its recognition. Under this
model, property, plant and equipment are carried at their cost less any
accumulated depreciation and any accumulated impairment losses.
Property, plant and equipment other than land and construction in
progress are mainly depreciated using the straight-line method.
The estimated useful lives of major asset items are as follow:
 Buildings and structures: 2—75 years
e Machinery and vehicles: 2—27 years
The estimated useful lives, depreciation methods, and residual values
of property, plant and equipment are reviewed at the end of each
fiscal year.

(8) Goodwill and intangible assets

(i) Goodwill
Goodwill is not amortized; it is tested for impairment annually or
whenever an indication of impairment exists. Impairment losses on
goodwill are recognized in the consolidated statement of profit or loss
and are not subsequently reversed.

Goodwil is carried at book value less accumulated impairment losses.

(i) Intangible assets

Intangible assets acquired separately are measured at cost at the time
of initial recognition. Intangible assets acquired in business
combinations are measured at fair value as of the acquisition date.

The Group uses the cost model to measure the carrying value of
intangible assets subsequent to their recognition. Under this model,
intangible assets are carried at cost less any accumulated
amortization and any accumulated impairment losses.

Intangible assets whose useful lives can be determined are
amortized using the straight-line method over their estimated useful
lives. Intangible assets mainly comprise software for internal use and
have estimated useful lives of 2—10 years.

(9) Leases

Atinception of a contract, the Group assesses whether the contract
is, or contains, a lease. If the contract conveys the right to control the
use of an identified asset for a period of time in exchange for
consideration, the contract is, or contains, a lease.

(i) Leases as a lessee

At the commencement date, the Group recognizes right-of-use assets
and lease liabilities. At the commencement date, right-of-use assets
are initially measured at the amount of the initial measurement of
lease liabilities adjusted for any initial direct costs, costs for restoration
as required pursuant to the contract and other costs. After the
commencement date, the Group uses the cost model to measure
right-of-use assets. Under this model, right-of-use assets are

measured at cost, less any accumulated depreciation and any
accumulated impairment losses. Right-of-use assets are depreciated
using the straight-line method from the commencement date to the
earlier of the end of the useful life of the right-of-use asset or the end
of the lease term, unless it is reasonably certain that the Group will
acquire ownership of the leased assets at the end of the lease term.
The lease term is determined as the non-cancellable period of leased
assets, together with periods covered by an option to extend the
lease if the Group is reasonably certain to exercise that option, and
periods covered by an option to terminate the lease if the Group is
reasonably certain not to exercise that option.

Lease liabilities are measured at the present value of the lease
payments that are not paid at the commencement date, discounted
using the lessee’s incremental borrowing rate. After the
commencement date, the Group measures the lease liability by
increasing the carrying amount to reflect interest on the lease liability
and reducing the carrying amount to reflect the lease payments
made. In case of lease modifications, the Group remeasures the lease
liability. For a lease modification that is not accounted for as a
separate lease and decreases the scope of the lease, the Group
decreases the carrying amount of the right-of-use asset to reflect the
partial or full termination of the lease, and recognizes in profit or loss
any gain or loss relating to the partial or full termination of the lease.
The Group makes a corresponding adjustment to the right-of-use
asset for all other lease modifications.

However, the Group uses the exemption for short-term leases and
leases of low-value assets; instead of recognizing right-of-use assets
and lease liabilities for such leases, it expenses the lease payments
on a straight-line basis over the lease term.

(i) Leases as a lessor
Leases entered into as a lessor are classified as either finance leases
or operating leases according to the substance of the transaction
rather than the form of the contract. Assets held under finance leases
are presented as receivables in an amount equal to the net investment
in the lease.

In the case of subleases, the intermediate lessor classifies the sublease
with reference to the right-of-use asset arising from the head lease.

In the case of operating leases, the Group records the leased assets
on the consolidated statement of financial position and recognizes
lease payments as income on a straight-line basis over the lease term.

(10) Investment property

Investment property is real estate held for the purpose of earning
rental income, capital gains, or both.

The Group uses the cost model to measure the carrying value of
investment property subsequent to its recognition. Under this model,
investment property is carried at cost less any accumulated
depreciation and any accumulated impairment losses.

Investment property other than land is depreciated mainly using
the straight-line method over the estimated useful life. The estimated
useful life of the Company’s main investment properties is 26 years.

The estimated useful lives, depreciation methods, and residual values
of investment properties are reviewed at the end of each fiscal year.
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(11) Impairment of non-financial assets

For property, plant and equipment and intangible assets, if there is
any indication at the end of each reporting period that an asset may
be impaired, the asset is assessed based on its recoverable value,
being the higher of fair value less costs to sell and its value in use; if
the carrying value of the asset exceeds its recoverable value, then
the asset is impaired and is written down to its recoverable value.

Goodwill, intangible assets with indefinite useful lives, and
intangible assets not yet available for use are tested for impairment
annually and whenever there is any indication of impairment.

Impairment losses recognized on assets other than goodwill in
previous years are assessed at the end of each reporting period
to determine whether there is any indication that the recognized
impairment loss may no longer exist or may have decreased. If any
such indication exists, the recoverable amount is estimated, and if the
recoverable amount exceeds the carrying amount of the asset or the
cash-generating unit to which the asset belongs, an impairment
reversal is recognized and the carrying amount is increased to the
recoverable amount subject to the condition that the carrying amount
of the asset may not exceed the carrying amount (net of accumulated
depreciation or accumulated amortization) that would have been
determined had no impairment loss been previously recognized.
Impairment losses recognized on goodwill are not reversed in
subsequent periods.

(12) Post-employment benefits

(i) Defined benefit plans

Defined benefit plans are any retirement benefit plans other than
defined contribution plans. For each separate plan, the defined
benefit obligation is calculated by estimating the future benefits
earned as compensation for services provided by employees in
previous and current fiscal years, and discounting that amount to the
present value. The fair value of plan assets is deducted from the
result of that calculation. The discount rate is determined with
reference to the market yields of high quality corporate bonds that
are denominated in the same currency as the expected benefit
payment and that have approximately the same maturity as the
Group’s defined benefit obligation.

If a retirement benefit plan is revised, costs related to the variable
portion of benefits related to employees’ past service are immediately
recognized in profit or loss.

The Group recognizes changes in net defined benefit liability
(asset) due to remeasurement in other comprehensive income and
immediately transfers the amounts to retained earnings.

(ii) Defined contribution plans
Expenses related to defined contribution plans are recognized as
expenses in the period in which the employees provide the services.

(13) Share-based payment

The Company has instituted share-based payment plans through
which a portion of the compensation of directors (excluding outside
directors) and executive officers (excluding non-residents under
income tax law) of the Company and its operating companies is

JFE Holdings, Inc.

provided in the form of cash-settled share-based payments and
equity-settled share-based payments through employee stock
ownership plans. The Group’s objective is to establish a clear link
between compensation and the Group’s operating performance and
equity value and encourage the sharing of value with shareholders,
thereby creating a greater incentive to contribute toward enhancing
shareholder value over the medium and long term.

For equity-settled share-based payments, compensation for
services received is measured with reference to the fair value of
Company shares granted. The calculated consideration for services
is recognized as an expense, and the same amount is recognized
as an increase in equity.

For cash-settled share-based payments, the fair value of the
amount paid is recognized as a liability, and changes in the fair
value of the liability are recognized in profit or loss over the period
up until an unconditional right to compensation is established.

(14) Provisions

Provisions are recognized when the Company has a present
obligation (legal obligation or constructive obligation) resulting from
past events, itis likely that an outflow of resources embodying
economic benefits will be required to settle the obligation, and a
reliable estimate of the amount of the obligation can be made.

If the impact of the time value of money is material, provisions are
measured at a discounted amount calculated using a discount rate
that reflects the risks specific to the liability.

(15) Revenue

With the exception of interest, dividend income, etc., under IFRS 9
Financial Instruments, the Group uses the following five-step approach
in recognizing revenue that reflects the amount of consideration to
which the Company expects to be entitled in exchange for the transfer
of goods and services to customers:
Step 1: Identify the contract with the customer
Step 2: Identify the performance obligations in the contract
Step 3: Determine the transaction price
Step 4: Allocate the transaction price to a distinct performance
obligation of the contract
Step 5: Recognize revenue when the performance obligation is
fulfilled (or as it is fulfilled).

With respect to sales of steel products, etc. in the steel business,
revenues are mainly recognized at the point of shipment, when the
customer assumes the significant risk and economic value of
ownership of the product being physically transferred and the right to
receive payment is confirmed. Consideration for transactions is
received mainly within one year from the fulfillment of performance
obligations and includes no significant financing components.

With regard to construction contracts, etc. in the engineering
business, the Group mainly estimates the progress of fulfilling
performance obligations, and revenue is recognized over a fixed
period based on the degree of progress. Consideration for transactions
is mainly received in phases during the contract term separately
from the fulfillment of performance obligations, and the remaining

amount is received after a fixed period from the fulfillment of all
performance obligations. Consideration for certain transactions
includes significant financing components. A cost-based input method
is used for performance obligations fulfilled over time in order to
recognize revenue. The cost-based input method excludes the effects
of any inputs that do not depict the Group’s performance in transferring
control of goods or services to the customer. When a cost incurred
is not proportionate to progress, the Group’s performance is faithfully
depicted by adjusting the input method to recognize revenue only to
the extent of that cost incurred.

With respect to sales of steel products, etc. in the trading business,
revenues are mainly recognized at the point of delivery to the customer,
when ownership rights and physical ownership of the product are
physically transferred to the customer and the significant risk and
economic value associated with ownership and the right to receive
payment is confirmed. In addition, for certain transactions in the trading
business, the Company has the responsibility to carry out work as an
agent. Consideration for transactions is received mainly within one year
from the fulfilment of performance obligations and includes no
significant financing components.

Revenue is measured at the amount that deducts price reduction and
rebates, etc. from the promised value in the contract with the customer.
When the Group is engaged in a transaction as a party to the
transaction, revenue is presented as the total consideration received
from the customer. When the Group is engaged in transactions as an
agent for a third party, revenue is presented as a fee, calculated as the
total amount of consideration received from the customer minus the

amount collected for the third party.

(16) Business profit
Business profit is profit before income taxes excluding financial
income and one-time items of materially significant value. Itis a
benchmark indicator of the Company’s consolidated earnings.

(17) Finance income and costs
Finance income consists mainly of interest income, and finance costs
consist mainly of interest expenses. Interest income is recognized as
income when incurred using the effective interest method. Interest
expense is recognized as an expense when incurred using the effective
interest method.

(18) Dividend income
Dividend income is recognized in profit or loss when the right to
receive the dividend is established.
Of the shares and investments held by the Group, dividends
received on those held for the purpose of facilitating business
transactions are included in other income.

(19) Income taxes
Income tax expense consists of current tax expense and deferred
tax expense. These items are recognized in profit or loss except
when they arise from items that are directly recognized in other
comprehensive income or equity and when they arise from
business combinations.

Current tax expense is measured in an amount that reflects the
amount the Company expects the tax authorities to refund or expects
to pay to the tax authorities. The tax rate and tax law used to calculate
the amount of tax are those that are enacted or substantively enacted
at the end of the reporting period.

Deferred tax assets and deferred tax liabilities are recognized for
temporary differences, which are the differences between the carrying
amounts and tax bases of assets and liabilities, and for unused tax
losses and unused tax credits. They are determined at the tax rate
estimated for the period when the asset is realized or the liability is
settled, based on the tax rate and tax law that are enacted or
substantively enacted at the end of the reporting period.

Deferred tax liabilities are recognized for taxable temporary
differences excluding the following:

e Temporary differences arising from initial recognition of goodwill

e Temporary differences resulting from the initial recognition of an

asset or liability in a transaction that is not a business combination
and does not affect accounting income or taxable income at the
time of the transaction

e Taxable temporary differences arising from investments in

subsidiaries and associates, and interests in joint arrangements,
when the Company is able to control the timing of the reversal of
the temporary difference and it is probable that the temporary
difference will not reverse in the foreseeable future.

Deferred tax assets are recognized for deductible temporary
differences, unused tax losses, and unused tax credits, but only to the
extent that it is probable that future taxable income will be available
against which the deductible temporary difference, etc., can be utilized,
except when the deductible temporary difference, etc., results from the
initial recognition of an asset or liability in a transaction that is not a
business combination and does not affect accounting income or
taxable income at the time of the transaction.

Deferred tax assets are recognized for deductible temporary
differences arising from investments in subsidiaries and associates,
and interests in joint arrangements, only when it is probable that the
temporary difference will reverse in the foreseeable future and it is
probable that taxable income will be available against which the
deductible temporary difference can be utilized.

Deferred tax assets and deferred tax liabilities are offset only
when there is a legally enforceable right to offset income taxes
payable and income taxes receivable and either of the following
criteria is met;

o The deferred tax assets and the deferred tax liabilties relate to

income tax levied on the same taxable entity by the same
tax authority

e The deferred tax assets and deferred tax liabilities relate to

income tax levied on separate taxable entities by the same tax
authority, and the taxable entities intend to settle income taxes
receivable and income taxes payable on a net basis or realize
the assets and settle the liabilities simultaneously.

The Company has applied consolidated tax reporting.
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(20) Equity
(i) Share capital and capital surplus
Capital paid in by shareholders is recognized in share capital or capital surplus.

(ii) Treasury shares
When treasury shares are acquired, the consideration paid, including direct transaction costs, is recognized as contra equity.

(21) Earnings per share
Basic earnings per share are calculated by dividing the profit attributable to owners of the parent company by the weighted average number of
common shares on issue during the fiscal year.

Diluted earnings per share are calculated by adjusting for the impact of all dilutive potential shares.

Changes in Accounting Policies
Effective from the fiscal year ended March 31, 2020, the Group has adopted IFRS 16 Leases (issued January 2016).

In-applying IFRS 16, the Group uses the transition method described in paragraph C5(b) of IFRS 16 and thus recognizes the cumulative effects of
initially applying the standard at the date of initial application (April 1, 2019). The Group has not restated comparative information for the consolidated
financial statements under review.

In-applying IFRS 16, the Group selected the practical expedient detailed in paragraph C3 of IFRS 16 for the purpose of assessing whether a
contract is, or contains, a lease and thus continues to use the assessments previously made under IAS 17 Leases and IFRIC 4 Determining Whether
an Arrangement Contains a Lease. For such assessments made on or after the date of initial application, the Group applies the provisions of IFRS 16.

The adoption of IFRS 16 resulted in a 104,408-million-yen increase in total assets, a 105,711-million-yen increase in total liabilities and a
1,302-million-yen decrease in retained earnings as of the beginning of the fiscal year ended March 31, 2020.
The weighted average of the lessee’s incremental borrowing rate applied to lease liabilities at the date of initial application (April 1, 2019) is 0.6%.
The following shows the adjustments between total future minimum lease payments under non-cancellable operating lease agreements as of the
end of the fiscal year ended March 31, 2019 disclosed in accordance with IAS 17 and lease liabilities recognized on the consolidated statement of
financial position at the date of initial application.

(million yen)
Future minimum lease payments under non-cancellable operating lease agreements as of March 31, 2019 30974
(after discount at the incremental borrowing rate) '
Finance lease liabilities recognized as of March 31, 2019 51,375
Operating lease agreements, etc. that are not non-cancellable, recognized as of the date of initial application 72,738
Lease liabilities recognized on the consolidated statement of financial position as of the date of initial application 157,087

The Group uses the following practical expedients in applying IFRS 16.
e The Group adopts a single discount rate for portfolios of leases that have reasonably similar characteristics
® The Group excludes initial direct costs from the measurement of the right-of-use asset at the date of initial application
e The Group uses hindsight when, for example, calculating the lease term for contracts that include an extension or cancellation option

With the adoption of IFRS 16, the Group has renamed “Bonds payable, borrowings, and lease obligations” on the consolidated statement of financial
position for the previous fiscal year as “Bonds payable, borrowings, and lease liabilities.”

4, Significant Accounting Judgments, Estimates and Assumptions
In preparing the consolidated financial statements, the Group makes judgments, accounting estimates and assumptions that affect the application of
accounting policies and the amounts of assets, liabilities, income and expenses. These estimates and assumptions are based on the management’s best
judgments reflecting historical experiences and various factors that are believed to be reasonable under the circumstances. By their nature, however, actual
results may differ from the estimates and assumptions.

The estimates and underlying assumptions are reviewed on an ongoing basis. The effects resulting from revisions of these estimates are recognized in the
period in which the estimates are revised and in future periods affected by the revision.

Additionally, due to an economic slowdown caused by COVID-19, a significant decline in demand for steel materials was anticipated in Japan and overseas
at the end of the fiscal year ended March 31, 2020. Accordingly, for the fiscal year ended March 31, 2020, accounting estimates were made on the
assumption that such effect will continue for approximately six months.

Significant accounting estimates for the fiscal year ended March 31, 2020 are as follows:

e |[mpairment of non-financial assets

Recoverable amounts based on use values of Chiba and Keihin under the East Japan Works of JFE Steel Corporation, a consolidated subsidiary of

the Company engaged in the steel business

JFE Holdings, Inc.

 Recoverability of deferred tax assets
Future taxable income plan of the Company and its subsidiaries subject to consolidated tax reporting

Judgments made in applying accounting policies that have a significant effect on the consolidated financial statements are mainly as follows:
e Scope of subsidiaries, associates and joint arrangements (Note “3. Significant Accounting Policies”)
® Revenue recognition (Note “3. Significant Accounting Policies”)
e [ eases (Note “3. Significant Accounting Policies”)

Information on accounting estimates and assumptions that may have a significant effect on the consolidated financial statements is as follows:

e Valuation of inventories (Note “3. Significant Accounting Policies” and Note “9. Inventories”)
Inventories are measured at cost. However, if net realizable value is lower than cost at the end of the reporting period, inventories are measured at the
net realizable value and the difference between cost is recognized in cost of sales in principle. Further, for idle inventories outside the operating cycle,
net realizable value and other items are determined by reflecting future demand and market trends. A significant decline in net realizable value due to
worse-than-forecast market environment may cause losses.

e Impairment of non-financial assets (Note “3. Significant Accounting Policies” and Note “16. Impairment of Non-financial Assets”)
The Group tests property, plant and equipment, goodwill, and intangible assets for impairment in accordance with Note “3. Significant Accounting
Policies.” In determining recoverable amounts in impairment tests, assumptions are made for future cash flows, discount rates, and other items.
Although these assumptions are determined based on the management’s best estimates and judgments, they may be affected by uncertain changes in
economic conditions in the future and other factors. If a revision is necessary, it may have a significant effect on the consolidated financial statements.

* Recoverability of deferred tax assets (Note “3. Significant Accounting Policies” and Note “19. Income Taxes”)
Deferred tax assets are recognized only to the extent that it is probable that future taxable income will be available against which the deductible temporary
differences can be utilized. In judging the probability of taxable income, the timing and amount of taxable income are estimated based on the business
plan. Although such estimates are made based on the management’s best estimates, they may differ from actual results due to uncertain changes
in-economic conditions in the future and other factors.

e Valuation and accounting for provisions (Note “3. Significant Accounting Policies” and Note “23. Provisions”)
Provisions are measured based on the best estimates of the expenditures expected to be required to settle the obligations in the future on the reporting
date. The expenditures expected to be required to settle the obligations in the future are determined by comprehensively taking into account future
possible results. Since assumptions which are used for measuring these provisions may be affected by uncertain changes in economic conditions in the
future and other factors, they involve the risk of causing a significant modification on the measurement of provisions prospectively.

e Measurement of defined benefit obligations (Note “3. Significant Accounting Policies” and Note “24. Post-employment Benefits”)
With respect to defined benefit corporate pension plans, the net fair values of defined benefit obligations and plan assets are recognized as liabilities or
assets. Defined benefit obligations are determined based on actuarial assumptions which include the estimates of discount, retirement, mortality, and
salary increase rates. These assumptions are determined by comprehensively taking into account all available information, such as market trends in
interest rate fluctuations. Since these actuarial assumptions may be affected by uncertain changes in the economic environment in the future, social
trends, and other factors, they involve the risk of causing a significant modification on the measurement of defined benefit obligations prospectively.

o Matters related to financial instruments (Note “3. Significant Accounting Policies” and Note “37. Financial Instruments”)
The Group uses significant unobservable inputs for measuring the fair values of specified financial instruments. Unobservable inputs may be affected by future
uncertain changes in economic conditions and other factors. If a revision is necessary, it may have a significant effect on the consolidated financial statements.

e Contingencies (Note “40. Contingent Liabilities”)
For contingencies, items that may have a significant effect on future businesses are disclosed after taking into account all available evidence as of the
reporting date and considering the possibility and financial effect of the contingencies.

5. New IFRS Standards Not Yet Adopted
There are no IFRS standards and interpretations newly established or amended by the approval date of the consolidated financial statements that the Group
has not yet adopted and that have a significant effect.

6. Segment Information
(1) Overview of reportable segments
The Group organized under JFE Holdings executes commercial activities through three operating companies—dJFE Steel Corporation, JFE Engineering
Corporation, and JFE Shoji Trade Corporation—in accordance with the characteristics of their respective businesses.

Consolidated reporting segments, one for each operating company, are characterized by their constituent products and services. There are no business

segments which were consolidated for reporting.

Each segment has its own respective products and services. The steel business produces and sells various steel products, processed steel products
and raw materials, and provides transportation and other related businesses such as facility maintenance and construction. The engineering business
handles engineering for energy, urban environment, steel structures and industrial machines, recycling, and electricity retailing. The trading business
purchases, processes, and distributes steel products, raw materials for steel production, nonferrous metal products, and food, etc.
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(2) Information on reportable segments
The accounting treatments for the Group’s reported business segments are generally the same as described in “3. Significant Accounting Policies.”
The Group assesses segment performance on the basis of segment profit. Segment profit is profit before tax excluding one-time items of a materially

significant value.

Intersegment transactions are based on market prices and the like.

Fiscal 2018 (April 1, 2018 — March 31, 2019)

(million yen)
Amount
. recorded in
Steel Engineering Trading Adjl;:ltor?;nts consolidated
financial
statements
Revenue
Revenue from external customers 2,441,696 471,673 960,292 3,873,662 = 3,873,662
Intersegment revenue 388,953 14,142 165,568 568,663 (568,663) -
Total 2,830,649 485,815 1,125,861 4,442,326 (568,663) 3,873,662
Segment profit 161,383 20,104 35,761 217,250 2,315 219,566
Impairment losses (10,252)
Profit before tax 209,313
Segment assets 3,951,109 416,079 756,258 5,123,448 (414,246) 4,709,201
Other items
Depreciation and amortization 182,343 7,878 6,020 196,241 2 196,243
Impairment losses (9,736) (470) (44) (10,252) - (10,252)
Finance income 1,451 141 717 2,311 (228) 2,083
Finance costs (11,399) (701) (2,885) (14,986) 398 (14,588)
Share of praofit of entities accounted for
using equity method 38,777 1,351 1,075 41,205 1,480 42,685
iestrients accoune for using eauly 268,568 10,415 13814 292,798 22,265 315,064
metho ' ' ' ' ' '
Capital expenditures 306,285 11,648 11,571 329,504 1 329,505

Note: Adjustments are as follows:

o Adjustments to segment profit include corporate profit not allocated to a reportable segment: 104,233 million yen, elimination of dividend income
from each reportable segment: (103,928) million yen, and share of profit of entities accounted for using equity method related to Japan Marine United
Corporation: 219 million yen; elimination of other intersegment transactions: 1,791 million yen. Corporate profit is profit of the Company.

o Adjustments to segment assets: Corporate assets not allocated to a reportable segment: 61,666 million yen and elimination of intersegment receivables
and payables, etc.: (475,913) million yen. Corporate assets are assets of the Company.

JFE Holdings, Inc.

Fiscal 2019 (April 1, 2019 — March 31, 2020)

(million yen)
Amount.
Engineering Trading Adjt’,\skt)'t"e‘)’"ts cr:rfggﬁggt?d
financial
statements
Revenue
Revenue from external customers 2,311,251 498,629 919,836 3,729,717 - 3,729,717
Intersegment revenue 370,098 13,666 164,301 548,065 (548,065) -
Total 2,681,350 512,295 1,084,137 4,277,783 (548,065) 3,729,717
Segment profit (8,783) 23,118 27,016 41,351 (15,998) 25,353
Impairment losses (238,826)
Loss before tax (213,473)
Segment assets 3,836,847 465,734 756,141 5,058,723 (412,602) 4,646,120
Other items
Depreciation and amortization 209,031 13,302 10,244 232,578 (1,000) 231,577
Impairment losses (233,144) (356) (5,325) (238,826) - (238,826)
Finance income 1,437 140 1,354 2,932 (205) 2,727
Finance costs (11,721) (697) (3,492) (15,910 636 (15,273)
ﬁgﬁg gguﬁ{;‘c‘nﬁg{hﬂ”% accountsd for 25,518 477 558 26,554 (17,772) 8,782
estmEnts accounted for g eauly 289,406 11,562 14,909 315,878 20,162 336,040
Capital expenditures 362,741 11,892 17,986 392,621 (1,265) 391,356

Note: Adjustments are as follows:

e Adjustments to segment profit include corporate profit not allocated to a reportable segment: 48,548 million yen, elimination of dividend income from
each reportable segment: (48,365) million yen, and share of loss of entities accounted for using equity method related to Japan Marine United
Corporation: (17,995) million yen; elimination of other intersegment transactions: 1,813 million yen. Corporate profit is profit of the Company.

e Adjustments to segment assets: Corporate assets not allocated to a reportable segment: 49,450 million yen and elimination of intersegment
receivables and payables, etc.; (462,053) million yen. Corporate assets are assets of the Company.

(3) Information about the categories of products and services
The information is the same as information on reportable segments.

(4) Information about revenue from external customers by geographical areas
The information is provided in “27. Revenue.”

(5) Information about non-current assets (excluding financial assets, retirement benefit asset, and deferred tax assets) by

geographical areas

As of March 31, 2019

(million yen)

As of March 31, 2020

Japan 1,847,464 1,828,061
Other 144,889 160,416
Total 1,992,354 1,988,478

Note: Non-current assets are based on the geographical location of each company of the Group.

(6) Information about major customers

The information is not provided as there is no external customer that accounts for 10% or more of consolidated revenue of the Group.
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7. Cash and Cash Equivalents
The breakdown of cash and cash equivalents is as follows:

As of March 31, 2019

(million yen)

As of March 31, 2020

(Cash and bank deposits with maturities of three months or less 82,283 86,679
Deposits paid ) 25
Total 82,288 86,704

(Cash and cash equivalents are classified as financial assets measured at amortized cost.
The balance of cash and cash equivalents reported in the consolidated statement of financial position as of March 31, 2019 and 2020 is consistent with that

reported in the consolidated statement of cash flow.

8. Trade and Other Receivables
The breakdown of trade and other receivables is as follows:

(million yen)
As of March 31, 2019 As of March 31, 2020
Notes and accounts receivable — trade 718,931 639,997
Other 37,339 39,672
Allowance for doubtful accounts (1,590 (1,570)
Total 754,679 678,098
Trade and other receivables are stated as net of allowance for doubtful accounts in the consolidated statement of financial position.
Trade and other receivables are classified as financial assets measured at amortized cost.
9. Inventories
The breakdown of inventories is as follows:
(million yen)

As of March 31, 2019

As of March 31, 2020

Merchandise and finished goods 440,417 442,257
Work in progress 45,987 47,419
Raw materials and supplies 431,407 382,925

Total 917,812 872,602

Inventories recognized as an expense in cost of sales for the fiscal years ended March 31, 2019 and 2020 amounted to 2,803,908 million yen and

2,800,612 million yen, respectively.

JFE Holdings, Inc.

10. Other Financial Assets
(1) The breakdown of other financial assets is as follows:

(million yen)

As of March 31, 2019 As of March 31, 2020

Financial assets measured at amortized cost

Lease receivables (non-current) 464 25,021
Leasehold and guarantee deposits 11,420 11,902
Other 9,075 9,166
Allowance for doubtful accounts (474) (552)
Subtotal 20,485 45,537
Financial assets measured at fair value through profit or l0ss
Derivative assets 21,325 26,843
Other 3,982 3,874
Subtotal 25,308 30,718
Equity financial assets measured at fair value through other
comprehensive income
Equity securities 312,311 219,561
Investments in capital 6,499 6,494
Subtotal 318,811 226,055
Total 364,605 302,311
Current assets 4,471 6,307
Non-current assets 360,133 296,004
Total 364,605 302,311

Other financial assets are stated as net of allowance for doubtful accounts in the consolidated statement of financial position.

(2) Equity financial assets measured at fair value through other comprehensive income

The issuers and fair values of major equity financial assets measured at fair value through other comprehensive income are as follows:

(million yen)
Issuers As of March 31, 2019
TAIYO NIPPON SANSO CORPORATION 21,289
Central Japan Railway Company 21,251
Isuzu Motors Limited 20,988
Formosa Ha Tinh (Cayman) Limited 18,178
SUZUKI MOTOR CORPORATION 17,885
(million yen)
Issuers As of March 31, 2020
TAIYO NIPPON SANSO CORPORATION 17,814
Central Japan Railway Company 14,316
Toyota Motor Corporation 11,193
Isuzu Motors Limited 10,325
Formosa Ha Tinh (Cayman) Limited 9,213

Equity securities and investments in capital are held mainly for the purpose of maintaining and developing the Group’s business. Therefore, they are

designated as equity financial assets measured at fair value through other comprehensive income.
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In order to promote the efficiency of held assets and to use them effectively, the Group has sold (derecognized) equity financial assets measured at fair
value through other comprehensive income.
The fair value and accumulated gains or losses recognized in other comprehensive income at the time of sale are as follows:

12. Property, Plant and Equipment
The movement of carrying amount for property, plant and equipment during the year is as follows:

Fiscal 2018 (April 1, 2018 — March 31, 2019)

(April 1, 2018 — March 31, 2019)

(million yen)

(April 1, 2019 — March 31, 2020)

Fair value 5,552 23,502
Accumulated gains or losses recognized in other comprehensive income 1,845 8,188
11. Other Assets and Liabilities
The breakdown of other current assets, other non-current assets, other current liabilities, and other non-current liabilities is as follows:
(1) Other current assets and other non-current assets
(million yen)

As of March 31, 2019

As of March 31, 2020

Consumption taxes receivable 15,019 28,583
Other 81,957 94,773
Total 96,976 123,357
Current assets 86,290 108,410
Non-current assets 10,686 14,946
Total 96,976 123,357
(2) Other current liabilities and other non-current liabilities
(million yen)
As of March 31, 2019 As of March 31, 2020
Accrued expenses 168,469 156,906
Other 66,130 62,035
Total 234,600 218,941
Current liabilities 222,705 210,543
Non-current liabilities 11,895 8,398
Total 234,600 218,941

JFE Holdings, Inc.

Buildings
and
structures

Machinery

and vehicles

Tools,
furniture
and fixtures

Land

Construction
in progress

(million yen)

Balance at the beginning of the year 389,011 787,394 47,228 379,143 80,430 48,946 1,732,154
Acquisition 29,545 188,278 19,312 3,597 45,185 14,870 300,790
Sale or disposal (1,126) (3,347 (362 (40) (758) (26) (5,661)
Depreciation (27,907) (122,362) (16,382) (18) = (9,223) (175,894)
Impairment losses (2,042 (4,976 (29) (889) (146) (22) (8,105)
Exchange differences on translation of
foreign operations, efc. (2,381) (1,272 (557) (1,268) (2,526) (47) (8,054)

Balance at the end of the year 385,098 843,715 49,209 380,524 122,185 54,496 1,835,229

Fiscal 2019 (April 1, 2019 — March 31, 2020)
(million yen)

Buildings

and
structures

Machinery
and vehicles

Tools,
furniture
and fixtures

Construction
in progress

Balance at the beginning of the year 385,098 843,715 49,209 380,524 122,185 54,496 1,835,229
Adjustments due to application of IFRS 16 - - - - - (47,819) (47,819)
Balance at the beginning of the year (modified) 385,098 843,715 49,209 380,524 122,185 6,676 1,787,409
Acquisition 48,308 250,184 19,537 5,569 10,480 2,559 336,639
Sale or disposal (1,125) (3,959) (148) (1,298) (2,645) (3) (9,181)
Depreciation (27,040) (136,832) (17,559) (24) - (1,877) (183,334)
Impairment losses (67,196) (145,517) (5,453) (37) (10,055) (76) (228,336)
%%T;Q %%éjri;?g%r;‘ce;c?n pansieton o 688 5,758 555 3,925 3,604 22 14,553
Balance at the end of the year 338,734 813,348 46,141 388,658 123,568 7,300 1,717,751

Notes: 1. Depreciation of property, plant and equipment is included in “Cost of sales” and “Selling, general and administrative expenses” in the consolidated

statement of profit or loss.

2. Acquisition of construction in progress represents an increase due to new acquisition, net of transfers to each item of property, plant and equipment.

The cost, accumulated depreciation, accumulated impairment losses and carrying amount of property, plant and equipment are as follows:

(million yen)
- . Tools -
Buildings and Machinery T Construction
structures  and vehicles f"r;};(tﬁjr;:"d Land in progress
As of March 31, 2019
Cost 1,819,010 6,030,497 193,316 404,383 124,298 173,918 8,745,423
Accumulated depreciation and
accumulated impairment losses (1,433911) |  (5,186,781) (144107) (23,858) 2,113 (119,421) | (6,910,194)
Carrying amount 385,098 843,715 49,209 380,524 122,185 54,496 1,835,229
As of March 31, 2020
Cost 1,861,064 6,177,132 198,409 412,364 135,450 16,950 | 8,801,372
Accumulated depreciation and
accumulated impairment losses (1,522,330) | (5,363,784) (152,268) (23,706) (11,882) (9,649) | (7,083,621)
Carrying amount 338,734 813,348 46,141 388,658 123,568 7,300 1,717,751
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13. Goodwill and Intangible Assets
(1) Movement of goodwill and intangible assets
The movement of carrying amount for goodwill and intangible assets during the year is as follows:

Fiscal 2018 (April 1, 2018 — March 31, 2019)

(million yen)
Goodwill Software Other Total
Balance at the beginning of the year 4,473 64,238 8,925 77,637
Acquisition 3 27,690 511 28,206
Sale or disposal - (434) 3) (437)
Amortization - (18,909 (347) (19,257)
Impairment losses - (129) (25) (154)
Exchange differences on translation of foreign operations, etc. (31) 1,697 (545) 1,019
Balance at the end of the year 4,445 74,052 8,014 87,012
Fiscal 2019 (April 1, 2019 — March 31, 2020)
(million yen)
Goodwill Software Other Total
Balance at the beginning of the year 4,445 74,052 8,514 87,012
Adjustments due to application of IFRS 16 - - (30) (30)
Balance at the beginning of the year (modified) 4,445 74,052 8,484 86,982
Acquisition 6,209 32,427 1,073 39,711
Sale or disposal - (1,475) 5) (1,481)
Amortization - (20,281) (355) (20,636)
Impairment losses (4,043) (4,946) (1,302) (10,292
Exchange differences on translation of foreign operations, etc. (114) 1,276 (146) 1,016
Balance at the end of the year 6,497 81,054 7,747 95,299

Note: Amortization of intangible assets is included in “Cost of sales” and “Selling, general and administrative expenses” in the consolidated statement of profit
or loss.

The cost, accumulated amortization, accumulated impairment losses and carrying amount of goodwill and intangible assets are as follows:

(million yen)
Goodwill Software Other Total
As of March 31, 2019
Cost 4,445 337,652 23,031 365,128
Accumulated amortization and accumulated impairment losses - (263,600) (14,516) (278,116)
Carrying amount 4,445 74,052 8,514 87,012
As of March 31, 2020
Cost 10,540 364,810 23,970 399,321
Accumulated amortization and accumulated impairment losses (4,043) (283,756) (16,222) (304,022
Carrying amount 6,497 81,054 7,747 95,299

(2) Research and development expenses
Research and development expenses recorded in “Cost of sales” and “Selling, general and administrative expenses” for the fiscal years ended March 31,
2019 and 2020 amounted to 37,271 million yen and 38,716 million yen, respectively.

JFE Holdings, Inc.

14. Lease Transactions
Fiscal 2018 (April 1, 2018 — March 31, 2019)

The Group leases machinery, ships, buildings and other assets as a lessee and buildings and other assets as a lessor. Certain lease arrangements include
renewal options, but no significant lease arrangements include escalation clauses. In addition, there are no material restrictions (such as restrictions related to
additional borrowings and additional leases) imposed by the lease arrangements.

(1) Finance lease obligations
Future minimum lease payments for leased assets recorded under finance leases and their present value for each payment period are as follows:
(million yen)

As of March 31, 2019

ini S
Future minimum lease p—

payments
Within one year 7,977 7,427
Later than one year and within five years 29,071 27,939
Later than five years 16,392 16,008
Total 53,441 51,375
Less: Future finance costs (2,065) -
Total present value 51,375 51,375

(2) Operating leases
As lessee
Future minimum lease payments under non-cancellable operating leases are as follows:

(million yen)
Within one year 8,462
Later than one year and within five years 20,811
Later than five years 3,990
Total 33,264

Future minimum sublease payments expected to be received under non-cancellable subleases are as follows:
(million yen)

Minimum sublease payments received 14,046

Minimum lease payments under operating leases and minimum sublease payments received that are recognized as expenses are as follows:

(million yen)
Fiscal 2018 (April 1, 2018 — March 31, 2019)
Minimum lease payments 39,231
Minimum sublease payments received 4,054
As lessor
Future minimum lease payments under non-cancellable operating leases are as follows:
(million yen)
As of March 31, 2019
Within one year 1,130
Later than one year and within five years 3,550
Later than five years 3,488
Total 8,170
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Fiscal 2019 (April 1, 2019 — March 31, 2020)
(1) Lease transactions as a lessee

The Group leases machinery, ships, buildings and other assets as a lessee. Certain lease arrangements include renewal options, but no significant lease
arrangements include escalation clauses. In addition, there are no material restrictions (such as restrictions related to additional borrowings and additional

leases) imposed by the lease arrangements.

(i) Disclosure on profit or loss and cash outflow for leases

(million yen)
Depreciation of right-of-use assets 10,848
Buildings and structures 11,577
Machinery and vehicles 2,105
Toals, furniture and fixtures 1,155
Land 948
Other 26,635
Total 8,170
Interest on lease liabilities 639
Expense relating to short-term leases 4,034
Expense relating to leases of low-value assets 835
Income from subleasing right-of-use assets 1,388
Total cash outflow for leases 48,113

(i) Disclosure on the breakdown of the carrying amounts of right-of-use assets
(million yen)

As of March 31, 2020

Buildings and structures 32,775
Machinery and vehicles 52,139
Tools, furniture and fixtures 3,528
Land 11,145
Other 2,732

Total 102,322

Right-of-use assets increased by 20,944 million yen for the fiscal year ended March 31, 2020.

(2) Lease transactions as a lessor

The Group leases buildings and other assets as a lessor and receives security deposits as a risk management strategy:

(i) Income from operating leases

(million yen)
Fiscal 2019 (April 1, 2019 —March 31, 2020)
Lease income 10,698
(ii) Maturity analysis of non-cancellable operating lease payments
(million yen)

As of March 31, 2020

Within one year 1,179
Later than one year and within two years 976
Later than two years and within three years 963
Later than three years and within four years 963
Later than four years and within five years 896
Later than five years 2,658

Total 7,636

127  JFE Holdings, Inc.

(i) Income from finance leases

(million yen)

Fiscal 2019 (April 1, 2019 —March 31, 2020)

Finance income on the net investment in the lease

984

(iv) Maturity analysis of lease payments receivable

(million yen)

As of March 31, 2020

Within one year 7,565
Later than one year and within two years 5,622
Later than two years and within three years 3,749
Later than three years and within four years 3,364
Later than four years and within five years 4,832
Later than five years 16,404
Total 41,538

Unearned finance income 5,813
Net investment in the lease 35,724

15. Investment Properties
(1) Movement of investment properties

The movement of carrying amount for investment properties is as follows:

Fiscal 2018

(million yen)

Fiscal 2019

(April 1, 2018 — March 31, 2019) (April 1, 2019 — March 31, 2020)

Balance at the beginning of the year 59,682 59,425
Acquisition 508 251
Reclassification from property, plant and equipment 3,931 451
Reclassification to property, plant and equipment (1,458) (265)
Depreciation (1,092) 971)
Impairment losses (1,933) (4)
Sale or disposal (213) (728)

Balance at the end of the year 59,425 58,158

Cost (balance at the beginning of the year) 129,154 132,849

(Ab%clgr:réugaatidhgebpggeﬂﬁit[l%noafntgeaggggulated impairment losses (69,471) (73,424)

Cost (balance at the end of the year) 132,849 127,821

ﬁ)(;ﬁg;noga;f?hg%pnrg%?ttﬁg ;:;ir)accumulated impairment losses (73.424) (69,662)
(2) Fair values

The carrying amount and fair value of investment properties are as follows:
(million yen)

As of March 31, 2019

Carrying amount Fair value

Investment properties 59,425

133,615

As of March 31, 2020

Carrying amount
58,158

Fair value
136,545

The fair value of investment properties is principally based on the real estate appraisal values provided by independent licensed real estate appraisers.

The fair value hierarchy of investment properties is categorized within Level 3 because unobservable inputs are included.

Fair value hierarchy is described in “37. Financial Instruments.”
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(3) Income and expenses arising from investment properties
Rental income and direct sales expenses arising from investment properties are as follows:

(million yen)
Fiscal 2018 Fiscal 2019
(April 1, 2018 — March 31, 2019) (April 1, 2019 — March 31, 2020)
Rental income 11,053 10,698
Direct sales expenses arising from investment properties which generated income 3,095 3,223
Direct sales expenses arising from investment properties which did not generate income 64 40

16. Impairment of Non-financial Assets

When the Group assesses whether there is an indication that non-financial assets may be impaired, in principle, the assets are classified as idle assets, leased
assets, assets for various projects and assets for business use, and then those classified assets are grouped by the smallest unit that generates independent
cash flows.

Fiscal 2018 (April 1, 2018 — March 31, 2019)

The carrying amount was reduced to the recoverable amount mainly for the business assets in Indonesia due to the deteriorated business environment, and
the reduction was recorded as an impairment loss. Impairment losses in the consolidated statement of profit or loss totaled 10,252 million yen, consisting of
4,976 million yen of machinery and vehicles, 2,042 million yen of buildings and structures, and 3,232 million yen of investment property and others. The
recoverable amount of the business assets was primarily measured at their value in use, which was calculated by discounting the future cash flows at a
discount rate of 10.9%.

Fiscal 2019 (April 1, 2019 — March 31, 2020)

Major impairment losses are as follows:

JFE Steel Corporation, a consolidated subsidiary of the Company engaged in the steel business, faces an unprecedented difficult business environment
including a decline in demand for steel primarily in the manufacturing sector caused by the U.S.-China trade friction, soaring material prices due to China's
growing crude steel output, and increases in auxiliary and other materials and logistics costs. Over the medium to long term, a decline in demand is
anticipated in the Japanese market against the backdrop of the decreasing population. Moreover, overseas markets will become increasingly competitive due
to expansion in steel production capacity in emerging nations and an increase in exports from China given a decline in domestic demand. In such a climate,
JFE Steel has endeavored to improve its works and manufacturing bases in Japan and strengthen manufacturing capabilities by positioning them as key
measures under the Medium-Term Business Plan. However, it is expected that a significant amount of investment must be made to renovate aged facilities
over a long period.

In consideration of these structural changes in the environment, JFE Steel strives to focus business resources thoroughly and selectively on products and
areas that are competitive with a view to maintaining and increasing its competitive advantage in the global market and aiming to become a streamlined, resilient
company. For that purpose, JFE Steel decided to shut down a blast furnace at the East Japan Works which is heavily burdened with fixed costs and implement
structural reforms toward establishing an optimal production system in Japan. On the premise of the structural reforms to be implemented at Chiba and Keihin
under the East Japan Works, JFE Steel calculated future cash flows of both sites in light of the current difficult business climate. As a result, the recoverable
amounts were lower than the carrying amount of business assets owned by the East Japan Works. Therefore, the carrying amount was reduced to the present
value of future cash flows of 350,983 million yen (Chiba: 131,151 million yen, Keihin: 219,831 million yen), and the amount of decrease of 232,418 million yen
(Chiba: 146,652 million yen, Keihin: 85,766 million yen) was recorded as impairment losses.

Major assets for which impairment losses were recognized are as follows:

(million yen)
Segment Cash-generating unit Amount

Steel business East Japan Works (Chiba) Machinery and vehicles 90,243
Buildings and structures 42,813

Construction in progress and other 13,595

Total 146,652

East Japan Works (Keihin) Machinery and vehicles 55,565

Buildings and structures 24,260

Construction in progress and other 5,941

Total 85,766

JFE Holdings, Inc.

The recoverable amount is determined at value in use, and the value in use is determined by discounting future cash flows based on a management-approved
five-year-or-less business plan and a subsequent growth rate to the present value at a pre-tax discount rate. Major assumptions used for calculating the value
in use include crude steel production, shipments, selling price, iron ore and coking coal prices, future capital expenditures, pre-tax discount rate, and growth
rate. The crude steel production, shipments, selling price, iron ore and coking coal prices, future capital expenditures, and other items are estimated based on
observable market prices, past trends, and management’s forecasts, and reflect the risks specific to the cash-generating unit. The growth rate is determined
at 0.0% by taking into account the long-term average growth rate of the market or country to which the cash-generating unit belongs. Moreover, the pre-tax
discount rate is determined at 4.6% and 4.3% for Chiba and Keihin under the East Japan Works, respectively, based on the weighted average cost of capital
of the cash-generating unit.

Additionally, due to an economic slowdown caused by COVID-19, a significant decline in demand for steel materials was anticipated in Japan and overseas
at the end of the fiscal year ended March 31, 2020. Accordingly, future cash flows were calculated on the assumption that such effect will continue for
approximately six months.

17. Subsidiaries

Major subsidiaries
Overview of major subsidiaries at the end of the fiscal year ended March 31, 2020 is described in “I. Overview of the Company, 4. Overview of subsidiaries
and affiliates.”

18. Investments Accounted for Using Equity Method

(1) Material associates
JSW Steel Limited
JSW Steel Limited, located in Mumbali, India, engages primarily in manufacture and sales of steel products.

The condensed consolidated financial statements of JSW Steel Limited are as follows,

For JSW Steel Limited, provisional financial statements are prepared based on December 31 as the reporting date because local legislation imposes
restrictions on when certain information becomes available to the Company.

However, in the accompanying notes, the condensed consolidated financial statements of JSW Steel Limited that were already released at the end
of each fiscal year are disclosed. Accordingly, financial information as of September 30 is stated in the statement of financial position, and financial
information for the first nine months of the reporting period ended December 31 is stated in the statement of profit or loss and the statement of
comprehensive income.

(million yen)
As of March 31, 2019 As of March 31, 2020
Current assets 456,584 572,156
Non-current assets 1,197,047 1,362,946
Total assets 1,653,631 1,935,102
Current liabilities 547,421 773,634
Non-current liabilities 616,315 600,415
Total liabilities 1,163,736 1,374,049
Total equity 489,894 561,052
Equity attributable to owners of parent 497,781 568,768
Non-controlling interests (7,886) (7,715)
(million yen)
Fiscal 2018 (April 1, 2018 — March 31, 2019)  Fiscal 2019 (April 1, 2019 — March 31, 2020)
Revenue 1,016,940 864,848
Profit 98,272 58,203
Other comprehensive income (2,135) (4,071)
Comprehensive income 96,137 54,132
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An adjustment between the amount of equity attributable to owners of parent in the above condensed consolidated financial statements and the carrying
amount of interests in JSW Steel Limited and the fair value of interests in JSW Steel Limited are as follows:

(million yen)
Equity attributable to owners of parent 497,781 568,768
Ownership interest (%) 15.0 15.0
Equity attributable to the Group 74,667 85,315
Consolidation adjustment 4,443 1,920
Carrying amount of interests in JSW Steel Limited 79,110 87,235
Fair value of interests in JSW Steel Limited 168,268 77,420

Dividends received from JSW Steel Limited for the fiscal years ended March 31, 2019 and 2020 were 1,846 million yen and 2,335 million yen,
respectively.

(2) Immaterial associates and joint ventures
The carrying amount of investments in immaterial associates and joint ventures is as follows:
(million yen)

As of March 31, 2019

As of March 31, 2020
Associates 117,964 114,017
Joint ventures 117,988 134,787

Financial information on immaterial associates and joint ventures is as follows, which represents the amounts attributable to the Group based on the
Group’s interest in those associates and joint ventures.

(million yen)
Fiscal 2018 (April 1, 2018 —March 31, 2019)  Fiscal 2019 (April 1, 2019 — March 31, 2020)
Associates
Profit 5292 (9,193)
Other comprehensive income (1,152) 4,110
Comprehensive income 4,140 (5,083)
Joint ventures
Profit 15,185 4,725
Other comprehensive income (79) (17)
Comprehensive income 15,105 4,707

JFE Holdings, Inc.

19. Income Taxes
(1) Deferred tax assets and deferred tax liabilities
The breakdown of deferred tax assets and deferred tax liabilities by major cause of accrual is as follows:
(million yen)
As of March 31, 2020

As of March 31, 2019

Deferred tax assets

Retirement benefit liability 34,996 38,510
Impairment losses 2,828 37,137
Accrued bonuses 14,611 13,454
Unused tax losses 6,561 11,942
Accrued expenses 9,850 10,326
Other 44,695 47,431
Total deferred tax assets 113,543 158,803

Deferred tax liabilities

Net change in fair value of equity instruments designated as measured at fair

value through other comprehensive income 45052 A
Retained earnings of subsidiaries and associates 11,290 14,223
Reserve for tax purpose reduction entry of non-current assets 6,691 6,605
Other 17,438 17,846
Total deferred tax liabilities 80,484 67,596
Net deferred tax assets 33,059 91,207
The breakdown of changes in net deferred tax assets (liabilities) is as follows:
(million yen)
Fiscal 2018 Fiscal 2019
(April 1, 2018 — March 31, 2019)  (April 1, 2019 — March 31, 2020)
Balance at the beginning of the year 19,304 33,059
Adjustments due to application of IFRS 16 - 558
Balance at the beginning of the year (modified) 19,304 33,617
Deferred tax expense 4,183 39,747

Deferred taxes on items of other comprehensive income
Effective portion of cash flow hedges 164 19

Net change in fair value of equity instruments designated as measured at fair

value through other comprehensive income 7.013 13,799
Remeasurements of defined benefit plans 1,957 2,070
Other 434 1,953
Balance at the end of the year 33,059 91,207

Deductible temporary differences and unused tax losses for which deferred tax assets are not recognized in the consolidated statement of financial
position are as follows:
(million yen)

As of March 31, 2019

As of March 31, 2020
Deductible temporary differences 217,001 340,667
Unused tax losses 229,253 366,250

Unrecognized deferred tax assets for the above deductible temporary differences were 65,871 million yen and 104,328 million yen as of March 31, 2019
and March 31, 2020, respectively. Unrecognized deferred tax assets for the above unused tax losses were 8,084 million yen and 16,243 million yen as of
March 31, 2019 and March 31, 2020, respectively.
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The breakdown by expiration date of unused tax losses for which deferred tax assets are not recognized in the consolidated statement of financial position

is as follows:
(million yen)
As of March 31, 2019 As of March 31, 2020
Year 1 177 109,540
Year 2 to Year 5 148,915 115,379
Later than 5 years 78,053 140,447
No specified expiration date 2,112 882
Total 229,253 366,250

Taxable temporary differences arising from investments in subsidiaries and associates for which deferred tax liabilities were not recognized as of March 31,
2019 and March 31, 2020 amounted to 94,548 million yen and 50,023 million yen, respectively.

Deferred tax liabilities are not recognized for such temporary differences, where the Group is able to control the timing of the reversal of the temporary
difference and it is probable that the temporary difference will not reverse in the foreseeable future.

Deferred tax assets of 1,371 million yen and 131,818 million yen were recognized as of March 31, 2019 and March 31, 2020, respectively, for taxable
entities that incurred net loss in the current or previous period, and whose recoverability of deferred tax assets depends on future taxable income.

In assessing the recoverability of deferred tax assets, the Group considers the scheduled reversal of deferred tax liabilities, projected future taxable
income and tax planning strategies.

(2) Income tax expense
The breakdown of income tax expense is as follows:

(million yen)

Fiscal 2018 (April 1, 2018 — March 31, 2019) ~ Fiscal 2019 (April 1, 2019 — March 31, 2020)
Current tax expense 43,671 19,564
Deferred tax expense (4,183) (39,747)
Total 39,488 (20,183)

(3) Reconciliation of effective tax rate

The breakdown by major cause of a difference between the effective statutory tax rate and the burden ratio of corporation tax, etc. after application of tax
effect accounting is as follows:

(%)
Fiscal 2018 Fiscal 2019

(April 1, 2018 — March 31, 2019) ~ (April 1, 2019 — March 31, 2020)

Effective statutory tax rate 30.0 30.0
(Reconciliation)

[tems permanently not tax-deductible, such as entertainment expenses 0.8 (0.6)
[tems permanently not taxable, such as dividend income 0.2) 0.3
Share of prafit (loss) of entities accounted for using equity method 6.1) 1.2
Tax credits 2.5) 0.0
Changes in valuation allowance 0.8) (21.8)
Other 2.2) 0.4
Burden ratio of corporation tax, etc. after application of tax effect accounting 18.9 9.5

JFE Holdings, Inc.

20. Trade and Other Payables

The breakdown of trade and other payables is as follows:

As of March 31, 2019

(million yen)

As of March 31, 2020

Notes and accounts payable — trade 522,098 477,048
Accounts payable — other 62,840 80,204
Total 584,939 557,252
Trade and other payables are classified as financial liabilities measured at amortized cost.
21. Bonds Payable, Borrowings, and Lease Liabilities
(1) The breakdown of bonds payable, borrowings, and lease liabilities is as follows:
(million yen)

As of March 31, 2019

As of March 31, 2020

Short-term borrowings (Note 1) 135,601 123,505
Current portion of long-term borrowings (Note 1) 103,371 122,846
Commercial papers (Note 1) 83,000 88,999
Bonds payable (Note 2) 109,706 230,066
Long-term borrowings (Note 1) 1,040,824 1,097,012
Lease liabilities 51,375 151,877

Total 1,623,879 1,814,308
Current liabilities 329,400 376,473
Non-current liabilities 1,194,478 1,437,835

Total 1,623,879 1,814,308

Bonds payable, borrowings, and lease liabilities are classified as financial liabilities measured at amortized cost.
Bonds payable and borrowings are not subject to financial covenants that have significant effects on the financing activities of the Group.

(Note 1) The weighted average interest rate and repayment date for the balance of short-term borrowings, current portion of long-term borrowings,
commercial papers and long-term borrowings as of March 31, 2020 are as follows:

Average interest rate (%)

Repayment date

Short-term borrowings 2.41 -
Current portion of long-term borrowings 1.05 -
Commercial papers 0.00 -
Long-term borrowings 0.85 April 20, 2021 to March 22, 2078
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(Note 2) Terms and conditions of issuance of bonds are summarized as follows:

(million yen)
. As of March 31, As of March 31, Redemption
Company name Issue Date of issuance 2019 2020 Interest rate (%) Collateral e
The 17th June 8, June 8,
The Company unsecured bond 2011 29,974 30,524 1.326 None 2021
The 21st March 13, March 13,
The Company .- 2014 9,973 9,978 0.804 None 2024
The 22nd September 19, September 19,
The Company unsecured bond 2014 19,945 19,955 0.703 None 2024
The 23rd May 23, May 23,
The Company unsecured bond 2017 9,970 9,980 0.090 None 2022
The 24th March 1, March 1,
The Company unsecured bond 2018 9,963 9,972 0.110 None 2023
The 25th May 21, May 21,
The Company unsecured bond 018 19,922 20,168 0.260 None 2025
The 26th November 22, November 22,
The Company unsecured bond 2018 9,956 9,966 0.150 None 2023
The 27th May 27, B May 27,
The|Gompany unsecured bond 2019 29.699 g Ao 2024
The 28th May 27, B May 27,
The Company unsecured bond 2019 9,959 0.260 None 2026
The 29th May 27, B May 25,
The Company unsecured bond 2019 19,909 0.365 None 2029
The 30th September 20, September 20,
The Company unsecured bond 2019 B 9,959 0.120 None 2024
The 31st September 20, September 18,
The Company unsecured bond 2019 a 29,886 0.250 o 2026
The 32nd September 20, September 20,
The Company unsecured bond 2019 B 19,906 0.320 None 2029
Total = = 109,706 230,066 - - -
(2) Assets pledged as collateral and corresponding secured obligations
Assets pledged as collateral
(million yen)
As of March 31, 2019 As of March 31, 2020
Cash and cash equivalents 763 852
Trade and other receivables 10,300
Property, plant and equipment 13,519 12,644
Right-of-use asset 161
Investments accounted for using equity method 1,376 2,332
Other financial assets (non-current) 294 679
Other non-current assets 171 -
Total 16,124 26,970

Note: Industrial foundation’s assets of property, plant and equipment as mortgage
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Property, plant and equipment

(million yen)
As of March 31, 2020
11,152 10,351

As of March 31, 2019

In addition, shares of consolidated subsidiaries have been pledged as collateral.

Shares of consolidated subsidiaries

(million yen)
As of March 31, 2020

As of March 31, 2019

(book value posted on the non-consolidated financial statements 5563 553
of the consolidated subsidiaries)
Corresponding secured obligations
(million yen)
As of March 31, 2019 As of March 31, 2020
Trade and other payables 252 164
Bonds payable, borrowings, and lease liabilities (current) 882 960
Bonds payable, borrowings, and lease liabilities (non-current) 10,568 12,427
Total 11,702 13,552
Note: Those corresponding to the industrial foundation’s assets in the above obligations
(million yen)
As of March 31, 2019 As of March 31, 2020
Bonds payable, borrowings, and lease liabilities (current) 559 559
Bonds payable, borrowings, and lease liabilities (non-current) 6,133 5,574
Total 6,692 6,133
22, Other Financial Liabilities
The breakdown of other financial liabilities is as follows:
(million yen)

As of March 31, 2019

As of March 31, 2020

Financial liabilities measured at amortized cost
Deposits received 93,763 85,377
Other 18,091 14,713
Subtotal 111,855 100,090
Financial liabilities measured at fair value through profit or loss
Derivative liabilities 4,383 5,621
Total 116,238 105,712
Current liabilities 99,097 89,465
Non-current liabilities 17,140 16,246
Total 116,238 105,712
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23. Provisions
The breakdown and movement of provisions are as follows:
Fiscal 2019 (April 1, 2019 — March 31, 2020)

(million yen)
P;SZLSE}?;‘J(SL Is(i]::sosn Other provisions Total

Balance at the beginning of the year 13,448 31,327 44,775
Increase during the year 796 12,561 13,357
Interest expense incurred over the discount period 162 ) 161
Decrease due to intended use (4,245) (12,751) (16,997)
Decrease due to reversal - (3,224) (3,224)
Exchange differences on translation of foreign operations and others — 176 176
Balance at the end of the year 10,161 28,087 38,248
Current liabilities = 12,507 12,507
Non-current liabilities 10,161 15,579 25,740

Total 10,161 28,087 38,248

(2) Reconciliation of defined benefit obligations
The movement of defined benefit obligations is as follows:

Fiscal 2018

(April 1, 2018 — March 31, 2019)

(million yen)

Fiscal 2019
(April 1, 2019 — March 31, 2020)

Provision for loss on specified business

A provision for loss on specified business is provided for possible losses on a certain specific business of industrial waste disposal at an estimated
amount of losses to be incurred from the following fiscal year onwards.
These expenses are expected to be paid primarily after one year; however, the timing of the payment is subject to change due to future business plans

and other factors.

24, Post-employment Benefits

The Group has adopted mainly retirement lump-sum payment plans, defined benefit pension plans and defined contribution pension plans. Retirement
lump-sum payment plans and defined benefit pension plans are exposed to general investment risk, interest rate risk, inflation risk and other risks. However,

the Group determines that those risks are immaterial.

The defined benefit pension plans are operated by corporate pension funds legally separated from the Group. The corporate pension funds and pension
fund trustees are required by laws and regulations to act in the best interests of the plan participants, and are responsible for managing the plan assets in

accordance with the designated policies.

(1) Reconciliation of defined benefit obligations and plan assets
The reconciliation of the defined benefit obligations and plan assets to the retirement benefit liability and asset recognized in the consolidated statement of

financial position is as follows:

As of March 31, 2019

(million yen)
As of March 31, 2020

Balance at the beginning of the year 259,347 254,878
Current service cost 14,533 14,842
Interest expense 1,688 1,502
Remeasurements

Actuarial losses arising from changes in demographic assumptions 57 615

Actuarial losses arising from changes in financial assumptions 1,864 (2,215)

Experience adjustments 1,302 540
Past service cost 15 70
Benefits paid (23,485) (18,605)
Exchange differences on translation of foreign operations, etc. (445) 1,408
Balance at the end of the year 254,878 253,037

The weighted-average duration of defined benefit obligations is as follows:
(years)

As of March 31, 2019

As of March 31, 2020

Weighted-average duration 1.0 11.0

(3) Reconciliation of plan assets

The movement of plan assets is as follows:
(million yen)
Fiscal 2018 Fiscal 2019
(April 1, 2018 — March 31, 2019) (April 1, 2019 — March 31, 2020)

Balance at the beginning of the year 147,465 137,259
Interest income 862 758
Remeasurements

Return on plan assets (excluding interest income) (3,002) (8,055)
Contribution to the plan by employer 2,084 2,201
Benefits paid (10,099) (8,809)
Effects of business combinations and disposals - 2,025
Exchange differences on translation of foreign operations, etc. 61) (138)
Balance at the end of the year 137,259 125,241

Funded defined benefit obligations 202,208 197,765
Plan assets (137,259) (125,241)
Subtotal 64,948 72,524
Unfunded defined benefit obligations 52,670 55,272
Total 117,619 127,796
Amqgnts recognized in the consolidated statement of financial
position
Retirement benefit liability 133,999 143,316
Retirement benefit asset (16,380) (15,520)
Net defined benefit liability (asset) recognized in the consolidated 117,619 127,796

statement of financial position

JFE Holdings, Inc.

The Group expects to contribute 2,118 million yen to its defined benefit plans in the fiscal year ending March 31, 2021.
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(4) Major breakdown of plan assets
The breakdown of the total plan assets by major category is as follows:
(million yen)

As of March 31, 2019 As of March 31, 2020
With quoted With no quoted With quoted With no quoted

market price in market price in Total market pricein  market price in
an active an active . an active an active
NELGH market market market

Equity instruments
Domestic stocks 56,979 474 57,453 47,741 268 48,009
Foreign stocks 6,524 667 7,191 6,017 698 6,715
Debt instruments
Domestic bonds 16,222 3,423 19,645 16,043 3,003 19,047
Foreign bonds 3,038 2,229 5,267 2,965 2,218 5,184
Cash and deposits 3,122 - 3,122 5,185 - 5,185
Life insurance general accounts — 42,942 42,942 - 39,431 39,431
Other - 1,636 1,636 - 1,667 1,667
Total 85,886 51,373 137,259 77,953 47,288 125,241

The Group's management policy for the plan assets is to secure stable returns in the medium and long term for ensuring future payments of defined
benefit obligations pursuant to internal regulations. Specifically, the target rate of returns and the asset mix ratio by investment asset class are determined
within the acceptable risk range every fiscal year, and the plan assets are managed with the asset mix ratio maintained.

(5) Actuarial assumptions
Major actuarial assumptions are as follows:

As of March 31, 2019 As of March 31, 2020
Discount rate Mainly 0.5 Mainly 0.6
Anticipated rate of salary increase Mainly 0.9 to 3.0 Mainly 0.9 to 3.0

Note: The sensitivities of defined benefit obligations due to changes in the discount rate as of each fiscal year are as follows. Each of these sensitivities
assumes that other variables are held constant; however, they do not always change independently. Negative figures indicate a decrease in defined
benefit obligations, while positive figures indicate an increase.

The Group does not expect any significant changes in the anticipated rate of salary increase.

(million yen)
Change in assumptions As of March 31, 2019 As of March 31, 2020
‘ Increase by 0.5% (12,681) (12,580)
Discount rate
Decrease by 0.5% 13,673 13,616

(6) Defined contribution pension plans
Contributions to the defined contribution pension plans are as follows:
(million yen)

Fiscal 2018 Fiscal 2019

(April 1, 2018 — March 31, 2019) (April 1, 2019 — March 31, 2020)

Contributions to the defined contribution pension plans 3,774 3,329
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25. Equity and Other Equity Items
(1) Share capital
(i) Authorized shares
The number of authorized shares as of April 1, 2018, March 31, 2019 and March 31, 2020 was 2,298,000 thousand common shares.

(ii) Fully paid and issued shares
The movement of the number of issued shares is as follows:

Number of issued common shares (thousand shares)

As of April 1, 2018 614,438
Increase (decrease) =
As of March 31, 2019 614,438
Increase (decrease) =
As of March 31, 2020 614,438

Note: All the shares issued by the Company are non-par value common shares that have no restrictions on the rights.

(2) Treasury shares
The movement of the number of treasury shares is as follows:

Number of shares (thousand shares)

As of April 1, 2018 37,919
As of March 31, 2019 38,590
As of March 31, 2020 38,601

Note: Treasury shares as of March 31, 2019 and March 31, 2020 include the Company shares held in trust accounts for employee stock ownership plans.

(3) Capital surplus and retained earnings
Under the Companies Act of Japan, at least one-half of the proceeds from issuance of shares shall be credited to share capital, while the remainder
of the proceeds shall be credited to capital reserves included in capital surplus. In addition, the Companies Act of Japan provides that one-tenth of
the dividends of retained earnings shall be appropriated as capital reserves or as retained earnings reserves until their aggregate amount equals
one-quarter of share capital.

26. Dividends
(1) Amounts of dividends paid
Fiscal 2018 (April 1, 2018 — March 31, 2019)

. Total amount of Dividend per share .
Date of resolution Type of share dividends (million yen) (yen) Record date Effective date
Ordinary General
Meeting of Shareholders Common stock 28,834 50 March 31, 2018 June 22, 2018

held on June 21, 2018

Board of Directors
Meeting held on October Common stock 25,950 45 | September 30, 2018 November 30, 2018
30, 2018

Note: The total amount of dividends of 25,950 million yen includes dividends of the Company shares held in trust accounts for employee stock ownership
plans of 27 million yen.
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Fiscal 2019 (April 1, 2019 — March 31, 2020) Fiscal 2019 (April 1, 2019 — March 31, 2020)

(million yen)
. . . Elimination of
. Total amount of Dividend per share . . Engineering - . .
Date of resolution Type of share dividends (million yen) (yen) Record date Effective date Steel Business i Trading Business |nt(re£3:gumeent
Ordinary General Region
Meeting of Shareholders Common stock 28,831 50 March 31, 2019 June 24, 2019 Japan 1,780,582 473,539 504,159 (231,157) 2527123
held on June 21, 2019
Other 900,767 38,756 579,977 (316,908) 1,202,594
Note: The total amount of dividends of 28,831 million yen includes dividends of the Company shares held in trust accounts for employee stock ownership Total 2.681.350 512,295 1,084,137 (548,065) 3729717
plans of 30 million yen. ‘
Transfer of goods or services
. Total amount of Dividend per share . Ao o
Date of resolution Type of share T St T Record date Effective date Ata point in time 2,456,287 4,205 1,084,075 (521,463) 3,023,105
Over time 225,062 508,090 62 (26,602) 706,612
doard of Dieclors Total 2,681,350 512,295 1,084,137 548,065 3,729,717
Meeting held on Common stock 11,532 20 | September 30, 2019 December 6, 2019 ol g : el (548,065) =D

November 12, 2019

Note: The total amount of dividends of 11,532 million yen includes dividends of the Company shares held in trust accounts for employee stock ownership (2) Contract balances
plans of 11 million yen. (million yen)
As of April 1, 2018 As of March 31, 2019 As of March 31, 2020
(2) Of the dividends for which the record date belongs to the fiscal year, those dividends for which the effective date will be after the Receivables from contracts with customers 728,275 718,931 639,997
end of the fiscal year Contract asses 126,935 124,039 142,075
Flscal 2018 (Apr 1, 2078 — March 31, 2019) Contract iabities 53,588 59,060 44,813

Total amount of Source of funds for Dividend per share Rocord dat Ettoctive dat The amount recognized as rece\vab\‘es that was included in the opening balance of contract assets was 100,460 million yen and 85,824 million yen as of
dividends (ven) el e HBINE ORE March 31, 2019 and 2020, respectively.
The amount recognized as revenue that was included in the opening balance of contract liabilities was 40,847 million yen and 45,878 million yen as of

March 31, 2019 and 2020, respectively.

Date of resolution ~ Type of share dividends
(million yen)

Ordinary General
Meeting of
Shareholders held

onJune 21, 2019 (3) Remaining performance obligations

Common stock 28,831 | Retained earnings 50 March 31, 2019 June 24, 2019

(million yen)
As of March 31, 2019 As of March 31, 2020

Note: The total amount of dividends of 28,831 million yen includes dividends of the Company shares held in trust accounts for employee stock ownership
plans of 30 million yen.

Transaction price allocated to performance
. . _ obligations that are unsatisfied or partially 1,040,707 932,447
Fiscal 2019 (April 1, 2019 — March 31, 2020) unsatisfied as of the end of the fiscal year

There is no applicable item. - o
Expected timing of revenue recognition

27. Revenue Within one year 404,960 377,370

(1) Disaggregation of revenue Qver one year 635,747 555,076
Fiscal 2018 (April 1, 2018 — March 31, 2019)

(million yen)

28. Selling, General and Administrative Expenses
The breakdown of selling, general and administrative expenses is as follows:

Elimination of
Trading Business intersegment

Engineering

Steel Business Business

revenue (million yen)

Region Fiscal 2018 (April 1, 2018 — March 31, 2019) Fiscal 2019 (April 1, 2019 — March 31, 2020)

Japan 1,861,015 450,628 550,678 (251,297) 2,611,024 Employee benefit expenses 137,593 136,824

Other 969,633 35,187 575,182 (317,365) 1,262,637 Product shipping-related expenses 97,190 92,056

Total 2,830,649 485,815 1,125,861 (568,663) 3,873,662 Provision of allowance for doubtful accounts 219 120

Transfer of goods or services Other 122,319 127,991

At a point in time 2,595,794 3,904 1,125,801 (542,751) 3,182,749 Total 357,323 356,992
Over time 234,854 481,910 59 (25,912 690,912
Total 2,830,649 485,815 1,125,861 (568,663) 3,873,662
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29. Employee Benefit Expenses
Employee benefit expenses are as follows:

(million yen)
Fiscal 2018 (April 1, 2018 — March 31, 2019) Fiscal 2019 (April 1, 2019 — March 31, 2020)

Employee benefit expenses 486,211 492,785

Employee benefit expenses include salaries, bonuses, legal welfare expenses and retirement benefit expenses, and are recorded in “Cost of sales” and
“Selling, general and administrative expenses.”

30. Share-based Payment
The Company has instituted a share-based payment plan through which a portion of the compensation of directors (excluding outside directors) and executive
officers (excluding non-residents under income tax law) (hereinafter referred to collectively as the “Directors/Officers”) of the Company and its operating
companies is provided in the form of employee stock ownership plans. The Group’s objective is to establish a clear link between compensation and the
Group’s operating performance and equity value and encourage the sharing of value with shareholders, thereby creating a greater incentive to contribute
toward enhancing shareholder value over the medium and long term.

The plan is a compensation plan whereby shares in the Company are acquired through a trust funded by cash contributed by the Company, and the
Company’s shares and an amount of cash equivalent to the market price of the Company’s shares (hereinafter referred to as the “Company’s Shares”) are
provided through the trust to the Directors/Officers, pursuant to the Stock Grant Regulations for Officers established by the Company and its operating
companies.

The Company’s Shares are granted to the Directors/Officers, in principle, upon their retirement.

Compensation under the plan is granted to the Directors/Officers as consideration for their execution period of duties, provided the Directors/Officers have
been in office for at least a month during the period specified as follows (the “Execution Period”):
e Directors of the Company: From the date of the Ordinary General Meeting of Shareholders of the Company for the respective year to the date of the
Ordinary General Meeting of Shareholders of the Company for the following year
o Others: From April 1 of the respective year to March 31 of the following year

The Company and its operating companies calculate points equivalent to the performance-linked portion and the service-length portion for each Execution
Period and grant them to the Directors/Officers.

The points granted for each Execution Period are accumulated until retirement, and the number of the Company’s Shares is calculated by converting the
accumulated points as “one point = one share.”

Part of the plan that provides the Company’s shares is accounted for an equity-settled share-based payment transaction while part of the plan that provides
cash is accounted for a cash-settled share-based payment transaction.

Expenses recognized for the plan as “Selling, general and administrative expenses” in the consolidated statement of profit or loss are as follows:

(million yen)
Fiscal 2018 (April 1, 2018 — March 31, 2019)  Fiscal 2019 (April 1, 2019 — March 31, 2020)
Equity-settled 170 54
Cash-settled 64 (16)
Total 234 37

The carrying amount of liabilities for the plan is as follows:
(million yen)

As of March 31, 2019

As of March 31, 2020
Other non-current liabilities 64 21

The number of points granted and the weighted-average fair value of points at the grant date for the equity-settled portion of the plan are as follows:

Fiscal 2018 (April 1, 2018 —March 31, 2019)  Fiscal 2019 (April 1, 2019 — March 31, 2020)

Number of points granted (points) 79,832 29,880
Weighted-average fair value of points at the grant date (yen) 2,136 1,867

Note: The fair value of points granted approximates the share price at the grant date, and thus represents the share price at the grant date.

JFE Holdings, Inc.

31. Other Income
The breakdown of other income is as follows:

Fiscal 2018

(April 1, 2018 — March 31, 2019)

(million yen)

Fiscal 2019
(April 1, 2019 — Mar:

Dividend income

Equity financial assets measured at fair value through other comprehensive income 8,544 9,478
Rental income 6,982 6,765
Gain on sale of investments in subsidiaries = 80
Other 15,350 14,493

Total 30,877 30,818

The breakdown of dividend income from equity financial assets measured at fair value through other comprehensive income is as follows:

(million yen)

Fiscal 2018 (April 1, 2018 — March 31, 2019)

Fiscal 2019 (April 1, 2019 — March 31, 2020)

Financial assets derecognized during the year 56 650
Financial assets held as of the reporting date 8,487 8,828
32. Other Expenses
The breakdown of other expenses is as follows:
(million yen)

Fiscal 2018 (April 1, 2018 — March 31, 2019)

Fiscal 2019 (April 1, 2019 — March 31, 2020)

Loss on retirement of fixed assets 14,462 20,251
Loss on sale of investments in subsidiaries 8 =
Other 14,839 20,072

Total 29,355 40,323

33. Finance Income and Finance Costs
(1) Finance income
The breakdown of finance income is as follows:
(million yen)

Interest income

Fiscal 2018 (April 1, 2018 — March 31, 2019)

Fiscal 2019 (April 1, 2019 — March 31, 2020)

Financial assets measured at amortized cost 2,083 2,727
Total 2,083 2,727
(2) Finance costs
The breakdown of finance costs is as follows:
(million yen)

Fiscal 2018 (April 1, 2018 — March 31, 2019)

Fiscal 2019 (April 1, 2019 — March 31, 2020)

Interest expenses
Financial liabilities measured at amortized cost 13,447 14,325
Other 201 161
Other 939 786
Total 14,588 15,273
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34. Other Comprehensive Income
The amount arising during the year, reclassification adjustments to profit or loss and tax effects for each component of other comprehensive income
are as follows:

(2) Basis for calculation of basic earnings per share and diluted earnings per share

B Fiscal 2018 Fiscal 2019
(million yen) (April 1, 2018 — March 31, 2019) (April 1, 2019 — March 31, 2020)
Fiscal 2018 Fiscal 2019 Profit (loss) attributable to owners of the parent company (million yen) 163,509 (197,744)
(April 1, 2018 — March 31, 2019) (April 1, 2019 — March 31, 2020) ) o
Amount not attributable to common shareholders of the parent company (million yen) - -
Remeasurements of defined benefit plans Profit (I0ss) used in calculation of basic earnings per share (million yen) 163,509 (197,744)
Amount arising during the year (6,228) (7,045) Profit adjustments (million yen) - -
Before fax effects (6,228) (7,049) Profit (loss) used in calulation of diluted earnings per share (million yer) 163,500 (197,744)
Tax effects 1,957 2,070 ‘ : : : :
Weighted average number of common shares used in calculation of basic earnings per 576117 575.854
Remeasurements of defined benefit plans (4,270) (4,975) share (thousand shares) ' '
Net change in fair value of gqqity instruments designated as measured at fair value Impact of dilutive potential common shares (thousand shares)
ST e Share-based payments (thousand shares) 114 -
Amount arising during the year 30,105 62,943 . ) . ‘ ‘
unt ansing during the y ( ) ( ) Weighted average number of common shares used in calculation of diluted earnings 576.231 575.854
Before tax effects (30,105) (62,943) per share (thousand shares) ' !
Tax effects 7,013 13,799
— — . ‘ Notes: 1. The Company shares held in trust accounts for employee stock ownership plans are included in treasury shares, which are excluded from the
\’;‘aﬁhgq;‘?gfg‘ﬁ (];?r‘{e\?a(‘;%inopfrgﬁggixl/gsitrqg(r)nrﬁgts designated as measured at fair (23,091 (49,143) calculation of the weighted average number of sha‘res used in the calcula?ion of basic earnings per share. The weighted‘ average number of treasury
shares excluded from the calculation of basic earnings per share for the fiscal years ended March 31, 2019 and 2020 is 378,000 and 589,000,
Exchange differences on translation of foreign operations respectively.
Amount arising during the year (4,445) (3,080) 2. Atotal of 118,000 shares of share-based payments have a reverse dilution effect and are not included in the calculation of diluted earnings per share
Reclassification adjustments - - for the fiscal year ended March 31, 2020.
Before tax effects (4,445) (3,080)
Tax effects B _ 36. Supplemental Information to the Consolidated Statement of Cash Flow
- : - : (1) Movement of liabilities arising from financing activities
Exchange differences on translation of foreign operations (4,445) (3,080) Fiscal 2018 (April 1, 2018 — March 31, 2019)
Effective portion of cash flow hedges Y ' (milion yen)
Amount arising during the year 4,638 286 Non-cash changes
Reclassification adjustment (5,186) (350 Changes from
S Justments ' ) Liabilities arising from financing activities Opening balance  financing cash  |ncrease due to Closing balance
Before tax effects (547) (63) flows s Other (Note)
Tax effects 164 19 Short-term borrowings 117,700 18,752 - 652) 135,601
Effective portion of cash flow hedges (383) (44) Current portion of long-term borrowings 172,410 (171,184 = 102,145 103,371
Share of other comprehensive income of investments accounted for using equity Current portion of bonds 14,996 (15,000) - 3 -
method
Commercial papers 6,000 77,000 - - 83,000
Amount arising during the year (11,948) (8,659) Bonds payable 79,778 30,000 B 72) 109,706
Reclassification adusiments 692 20 Long-term borrowings 954,972 184,196 - (08,344) 1,040,824
Sgig ?:1 ;tl?gé comprehensive income of investments accounted for using (11,255) (8,638) Lease obligations 45,371 (8,317) 14,106 215 51,375
Total 1,391,229 115,447 14,106 3,096 1,523,879
Total other comprehensive income (43,446) (65,882)
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Note: ltem “Other” in the non-cash changes mainly includes the transfer of long-term borrowings due within one year to current portion of long-term

borrowings and the transfer of bonds payable due within one year to current portion of bonds.
35. Earnings per Share

(1) Basic earnings per share and diluted earnings per share

Fiscal 2018 (April 1, 2018 — March 31, 2019)  Fiscal 2019 (April 1, 2019 — March 31, 2020)

Basic earnings (losses) per share (yen) 283.81 (343.39)
Diluted earnings (losses) per share (yen) 283.76 (343.39)
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Fiscal 2019 (April 1, 2019 — March 31, 2020)
(million yen)

Changes from Non-cash changes

Liabilities arising from financing activities Opening balance  financing cash  |ncrease due to
flows new leases

Closing balance
Other

(3) Credit risk
(i) Credit risk management
Trade receivables held by the Group are exposed to the credit risks of customers. To manage such risks, each company of the Group conducts regular
reassessments of the financial standing of business partners.
The Group does not have excessive concentration of credit risk on any particular counterparty.

Short-term borrowings 135,601 (11,500) - (595) 123,505
Current portion of long-term borrowings (Note 1) 103,371 (102,865) - 122,340 122,846
Commercial papers 83,000 5,999 - - 88,999
Bonds payable 109,706 120,000 - 360 230,066
Long-term borrowings (Note 1) 1,040,824 181,569 - (125,380) 1,097,012
Lease liabilities (Note 2) 157,087 (42,603) 36,377 1,016 151,877

Total 1,629,591 150,599 36,377 (2,259) 1,814,308

(ii) Maximum exposure to credit risk

Other than undrawn loan commitments and guaranteed obligations, the Group’s maximum exposure to credit risk is the carrying amount of financial assets
less impairment losses in the consolidated statement of financial position.
The maximum exposure to the credit risk of loan commitments and financial guarantee contracts is as follows:

As of March 31, 2019

(million yen)

As of March 31, 2020

Notes: 1. Iltem “Other” in the non-cash changes of current portion of long-term borrowings and long-term borrowings mainly includes the transfer of long-term
borrowings due within one year to current portion of long-term borrowings.
2. "Lease obligations” presented for the fiscal year ended March 31, 2019 was renamed “Lease liabilities” in line with the application of IFRS 16 Leases.
Further, due to the application of the standard, lease liabilities increased by 105,711 million yen at the beginning of the fiscal year ended March 31, 2020.

(2) Cash flows from operating activities
ltem “Other” in cash flows from operating activities for the fiscal year ended March 31, 2020 mainly consists of impairment losses (238,826 milion yen).

37. Financial Instruments
(1) Capital management
The Group’s capital management principle is to enhance capital efficiency and ensure sound financial conditions in order to achieve sustainable growth
and the medium- to long-term improvement of corporate value.
The Group's major indicators for capital management are as follows:

As of March 31, 2019

As of March 31, 2020

ROE * 8.6% (11.1)%
D/E Ratio * 68.2% 96.4%
Debt / EBITDA multiple™ 3.6x 6.7x

Notes: 1. *1 ROE = Profit attributable to owners of parent / Equity attributable to owners of parent
2. "2 D/E Ratio = Bonds payable, borrowings, and lease liabilities / Equity attributable to owners of parent
For debt with an equity component*®, a portion of its issue price is deemed to be equity attributable to owners of parent, as assessed by rating
agencies.
3. %3 Debt with an equity component (subordinated loans)

(million yen)
Borrowing date Amount borrowed Assessment of equity content  Amount deemed to be equity
June 30, 2016 200,000 25% 50,000
March 19, 2018 300,000 25% 75,000

4.4 Debt / EBITDA multiple = Bonds payable, borrowings, and lease liabilities / EBITDA
EBITDA: Business income + Depreciation and Amortization

These indicators are monitored as necessary and appropriate.
The Group is not subject to material capital regulation.

(2) Basic policy on financial risk management
The Group is exposed to financial risks (credit risk, liquidity risk, foreign exchange risk, interest rate risk, and market price fluctuation risk) in the course of
business activities. In order to mitigate these risks, the Group conducts risk management under certain policies. The Group uses derivative transactions to
avoid or mitigate the risks described later and does not use them for speculative purposes.

JFE Holdings, Inc.

L.oan commitments 1,170 1,456
Financial guarantee contracts 50,344 52,275
(iii) Movement of allowance for doubtful accounts
(million yen)

Fiscal 2018 (April 1, 2018 — March 31, 2019)

Lifetime expected credit losses
Allowance for doubtful accounts ’
measured at an amount equa‘ TO AHOV\/&HCE fOI dOUbﬁU‘ aCGOUHtS

12-month expected creditlosses  for trade receivables, contract
assets, and lease receivables

Allowance for doubtful accounts
for credit-impaired financial assets

Balance at the beginning of the year 214 886 1,637
Increase during the year 57 390 108
Decrease during the year (intended use) (130) 2 (148)
Decrease during the year (reversal) (45) (4398) (6538)
Other (14) 58 29
Balance at the end of the year 81 894 1,089
(million yen)

Fiscal 2019 (April 1, 2019 — March 31, 2020)

AT aee T Lifetime expected credit losses

accounts measured atan A"OWance fOI' dOUbth|

Allowance for doubtful
accounts for credit-impaired
financial assets

amount equal to 12-month _accounts for trade
expected credit losses receivables, contract assets,
and lease receivables

Balance at the beginning of the year 81 894 1,089
Increase during the year 46 282 229
Decrease during the year (intended use) (0) 2 (102)
Decrease during the year (reversal) (58) (328) (76)
Other ) 52 22
Balance at the end of the year 62 898 1,161

Note: An increase during the year and decrease during the year (reversal) in allowance for doubtful accounts for trade receivables, contract assets, and lease
receivables (lifetime expected credit losses) resulted from an increase and decrease in trade and other receivables mainly due to sale and collection.

JFE GROUP REPORT 2020 148

uoljewLIOU| [eloueUl]



(iv) Garrying amounts (before deducting allowance for doubtful accounts) of financial assets and receivables for which allowance
for doubtful accounts is provided

(million yen)
As of March 31, 2019 As of March 31, 2020
Financial assets with allowance for doubtful accounts measured at an amount equal to
12-month expected credit losses 38,096 33,649
Trade receivables, contract assets, and lease receivables 847,344 817,203
Credit-impaired financial assets 1,111 1,180

(v) Analysis of credit risk
Credit risk ratings are almost similar among financial assets with allowance for doubtful accounts measured at an amount equal to 12-month expected
credit losses.

Past due information on trade receivables, contract assets, and lease receivables is as follows:

(million yen)
As of March 31, 2019 As of March 31, 2020
Not past due 830,481 800,830
Past due within 30 days 10,442 8,351
Past due between 30 days and 90 days 4,194 3,703
Past due over 90 days 2,225 4,318
Total 847,344 817,203
(4) Liquidity risk

(i) Liquidity risk management
Liquidity risk is the risk that the Group may become unable to meet its payment obligations on their due date, including for trade payables and borrowings,
owing to deterioration in the financing environment and other factors.

The Group raises the necessary funds mainly through bank loans and the issuance of commercial papers and bonds, taking into consideration the
stability and cost of funds, while the due dates of those obligations are managed so as to avoid concentration of payments in view of the liquidity risk. In
addition, the Group manages the funds of the domestic Group companies intensively and efficiently in an attempt to mitigate the liquidity risk.

The Group is also maintaining sufficient liquidity by setting commitment lines with financial institutions (700,000 million yen at the end of the fiscal year
ended March 31, 2020).

(ii) Financial liabilities (including derivative financial instruments) by maturity date
As of March 31, 2019
(million yen)

Between Between Between Between
Carrying Contractual Withinone oneyear twoyears threeyears fouryears Over five

amount  cash flows year andtwo andthree andfour  and five years
years years years years

As of March 31, 2020
(million yen)

Between Between Between Between
Carrying Contractual Withinone oneyear twoyears threeyears fouryears Over five

amount  cash flows year andtwo andthree andfour  and five years
years years years years
Non-derivative financial liabilities

Trade and other payables 557,252 557,252 557,252 - - - - -
Bonds payable and borrowings 1,662,431 | 1,740,217 368,367 195,499 315,113 92,323 133,332 635,581
Installment payables 4,000 4,018 1,509 1,506 1,002 - - -
Lease liabilities 151,877 157,373 41,914 39,226 17,286 11,413 10,745 36,787
Subtotal 2,375,561 | 2,458,862 | 969,045 | 236,232 | 333,401 103,736 144,077 | 672,368
Derivative financial liabilities 5,621 (125) 1,590 (319 (308) (336) (386) (365)
Total 2,381,183 | 2,458,736 | 970,635 | 235913 | 333,093 103,399 143,691 672,003

Note: In line with the application of IFRS 16, lease liabilities by maturity date have been disclosed since the fiscal year ended March 31, 2020. Lease
obligations by maturity date for the fiscal year ended March 31, 2019 are presented in “14. Lease Transactions (1) Finance lease obligations.”

(5) Foreign exchange risk
(i) Foreign exchange risk management
Financial instruments denominated in foreign currencies held by the Group are exposed to foreign exchange rate fluctuation risk. Hedge transactions,
including forward exchange contracts, are entered into as necessary for the net balance of foreign currencies received from exports of products, etc. and
foreign currencies paid for imports of raw materials, etc. under transactions denominated in the relevant foreign currencies.

(i) Foreign exchange sensitivity analysis
The financial impact on profit before tax in the case of a 1% appreciation of Japanese yen against foreign currencies for financial instruments held by the
Group at the end of each fiscal year is as follows. The analysis is based on the assumption that all other variables are held constant.
The sensitivity does not include the effects of translating financial instruments and the assets and liabilities of foreign operations denominated in the
functional currency into the presentation currency.
(million yen)

Fiscal 2018 Fiscal 2019

BT (April 1, 2018 —March 31, 2019)  (April 1, 2019 — March 31, 2020)

Impact on profit before tax U.S. dollar (465) (496)

Non-derivative financial liabilities
Trade and other payables 584,939 584,939 584,939 — — — — -
Bonds payable and borrowings 1,472,503 | 1,540,838 | 336,214 | 137,135 141,858 | 277,747 90,319 | 557,562
Installment payables 8,000 8,036 4,018 1,509 1,506 1,002 - -
Subtotal 2,065,443 | 2,133,814 | 925,172 138,644 | 143,364 | 278,750 90,319 | 557,562
Derivative financial liabilities 4,383 (1,492) 150 39 (338) (343) (535) (465)
Total 2,069,826 | 2,132,322 | 925,323 | 138,684 | 143,026 | 278,406 89,783 | 557,097

JFE Holdings, Inc.

(6) Interest rate risk
(i) Interest rate risk management
Borrowings and bonds payable with floating interest rates held by the Group are exposed to interest rate fluctuation risk. Hedge transactions, including
interest rate swaps, are entered into for certain borrowings and bonds payable to cope with interest rate fluctuations and to reduce interest rate payments.

(ii) Interest rate sensitivity analysis
The financial impact on profit before tax in the case of a 1% increase in interest rate for financial liabilities with floating interest rates held by the Group at
the end of each fiscal year is as follows. The analysis is based on the assumption that all other variables are held constant.

The sensitivity does not include borrowings with floating interest rates which are converted to fixed rates by derivative transactions, including interest
rate swap agreements.

(million yen)
Fiscal 2018 (April 1, 2018 — March 31, 2019)  Fiscal 2019 (April 1, 2019 — March 31, 2020)

Impact on profit before tax (7,857) (6,783)
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(7) Share price fluctuation risk
(i) Share price fluctuation risk management
Equity instruments (stock) held by the Group are exposed to market price fluctuation risk. Most of the equity instruments are equities of the companies
with which business relationships are maintained, and the fair values of such equities are regularly monitored.

(i) Share price fluctuation sensitivity analysis
The financial impact on other comprehensive income (before tax) in the case of a 1% decrease in quoted price for each financial instrument (stock) with an
active market held by the Group at the end of each fiscal year is as follows.

(million yen)
Fiscal 2018 (April 1, 2018 — March 31, 2019)  Fiscal 2019 (April 1, 2019 — March 31, 2020)

Impact on other comprehensive income (before tax) (2,546) (1,694)

(8) Carrying amounts and fair values of financial instruments
(million yen)
As of March 31, 2019

As of March 31, 2020

Carrying amount Fair value Carrying amount Fair value
Long-term borrowings 1,040,824 1,050,235 1,097,012 1,104,809
Bonds payable 109,706 110,895 230,066 229,226

As of March 31, 2019

The fair value of financial assets and financial liabilities measured at amortized cost excluding long-term borrowings and bonds payable are not included as
they are close to their carrying amount.

Financial instruments measured at fair value on a recurring basis are also not included as the fair value and the carrying amount are equal.

The fair value of long-term borrowings is determined by discounting the total of principal and interest to present value with the estimated interest rate on
a similar new loan.

The fair value of bonds payable is based on market prices.

Long-term borrowings and bonds payable are categorized as Level 2 within the fair value hierarchy.

(9) Fair value hierarchy of financial instruments
The fair value hierarchy of financial instruments measured at fair value on a recurring basis after initial recognition is categorized into the following three
levels depending on the observability and materiality of inputs used in the measurement.
Level 1: Fair value measured using market prices in active markets for identical assets or liabilities
Level 2: Fair value measured using observable inputs other than those categorized within Level 1, either directly or indirectly
Level 3: Fair value measured using significant unobservable inputs.
When two or more inputs are used for the measurement of fair value, the level of fair value measurement is determined based on the lowest level input
that is significant to the entire measurement.
Transfers between levels of the fair value hierarchy are determined at the end of each fiscal year.
There were no transfers between Level 1 and Level 2 for the fiscal years ended March 31, 2019 and 2020.

JFE Holdings, Inc.

(million yen)
Level 1 Level 2 Level 3 Total
Financial assets
Financial assets measured at fair value through profit or loss
Derivative assets - 21,325 - 21,325
Other = 3,982 = 3,982
Equity financial assets measured at fair value through other
comprehensive income
Equity securities 254,609 = 57,701 312,311
Investments - - 6,499 6,499
Total 254,609 25,308 64,201 344,119
Financial liabilities
Financial liabilities measured at fair value through profit or loss
Derivative liabilities - 4,383 - 4,383
Total - 4,383 - 4,383
As of March 31, 2020
(million yen)
Level 1 Level 2 Level 3 Total
Financial assets
Financial assets measured at fair value through profit or loss
Derivative assets - 26,843 - 26,843
Other - 3,874 - 3,874
Equity financial assets measured at fair value through other
comprehensive income
Equity securities 169,472 - 50,089 219,561
Investments - - 6,494 6,494
Total 169,472 30,718 56,583 256,774
Financial liabilities
Financial liabilities measured at fair value through profit or loss
Derivative liabilities - 5,621 - 5,621
Total - 5,621 - 5,621

¢ Equity securities and investments

Listed equity securities are categorized within Level 1 as their fair value is determined based on the market price.

Unlisted equity securities and investments in capital are categorized within Level 3 as their fair value is determined using the comparable peer
company analysis or other appropriate valuation techniques, where one or more significant inputs are not based on observable market data. The major
significant unobservable input is a discount for illiquidity. The fair value decreases as a discount for illiquidity due to unlisted nature increases. A 30%

illiquidity discount has been applied.

¢ Derivative assets and derivative liabilities

Derivative transactions, such as forward exchange contracts and interest rate swaps, are categorized within Level 2 as their fair value is determined
based on the quoted prices from counterparty financial institutions.

The fair value of financial instruments categorized within Level 3 is determined by each Group company which directly holds the relevant equity securities
and other instruments, in accordance with the valuation policy and procedures for fair value measurements established by the Group. The results of fair
value measurements are approved by an appropriate responsible person.
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The movement of financial instruments measured at fair value on a recurring basis that are categorized within Level 3 for the fiscal years ended March 31,
2019 and 2020 is as follows:

(iii) Fair value of hedging instruments to which hedge accounting is applied

(million yen)

Fiscal 2018 (April 1, 2018 — March 31, 2019)  Fiscal 2019 (April 1, 2019 — March 31, 2020)
Balance at the beginning of the year 67,435 64,201
Other comprehensive income (Note) (2,637) (8,229)
Acquisition 578 1,722
Sale (235) (79)
Other (938) (1,031)
Balance at the end of the year 64,201 56,583

Note: The amount is included in “Net change in fair value of equity instruments designated as measured at fair value through other comprehensive income”
in the consolidated statement of comprehensive income.

(10) Derivative transactions and hedging activities
Derivative transactions used by the Group carry risks of market price fluctuations in the future, including that of currencies, interest rates, etc. The Group
uses derivatives that are only based on actual demand, such as export and import transactions, borrowings and bonds payable. Accordingly, these risks

(million yen)
As of March 31, 2019 As of March 31, 2020
Assets EES Assets Liabilities

Fair value hedges
Interest rate swap transactions 1,703 = 1,035 —
Option contracts 7,737 - 15,265 -
Subtotal 9,441 = 16,301 -

Cash flow hedges
Forward exchange transactions 371 428 516 1,198
Interest rate swap transactions - 2,035 - 1,341
Cross-currency interest rate swap transactions 11,009 1,850 9,348 2,965
Commodity futures transactions - - 215 43
Commodity collar transactions — 3 - -
Subtotal 11,381 4,317 10,081 5,549
Total 20,822 4,317 26,382 5,549

are limited within the scope of loss of opportunity gains. Furthermore, as the Group only conducts derivative transactions primarily with financial institutions
with high credit ratings, the risk of failure to perform contracts due to bankruptcy of the counterparty, etc., is considered to be close to non-existent. The
Company has established the internal rule on derivative transactions, and conducts transactions related to derivatives pursuant to the rule. On each actual
transaction, the Company conducts a transaction upon authority by the Corporate Officer for Finance pursuant to the rule stated above. Balances, market
prices and losses/gains on valuation of derivatives are to be reported to the management council regularly. The consolidated subsidiaries also conduct
derivative transactions pursuant to the respective internal rules.

If the risk management objective for a hedging relationship is altered, the application of hedge accounting is discontinued.

(i) Fair value hedges
The Group uses interest rate swaps primarily to hedge the fluctuation risk of the fair value of bonds payable and borrowings, and designates those interest
rate swaps as fair value hedges.

The amount recognized in profit or loss for the hedge ineffectiveness portion and the portion excluded from the assessment of hedge effectiveness was
immaterial for the fiscal years ended March 31, 2019 and 2020.

(ii) Cash flow hedges
The Group uses forward exchange contracts and interest rate swaps primarily to hedge the fluctuation risk of the cash flows associated with foreign
exchange fluctuations in foreign currency denominated transactions and interest rate fluctuations in borrowings, and designates such derivative
fransactions as cash flow hedges.

The amount recognized in profit or loss for the hedge ineffectiveness portion and the portion excluded from the assessment of hedge effectiveness was
immaterial for the fiscal years ended March 31, 2019 and 2020.

JFE Holdings, Inc.

The fair value of the hedging instrument as an asset is recognized in “Other financial assets (current assets)” and “Other financial assets (non-current
assets)” in the consolidated statement of financial position. The fair value of the hedging instrument as a liability is recognized in “Other financial liabilities
(current liabilities)” and “Other financial liabilities (non-current liabilities)” in the consolidated statement of financial position.

(iv) Notional amount and average price of hedging instruments to which hedge accounting is applied
The notional amount of hedging instruments to which hedge accounting is applied

(million yen)
As of March 31, 2019 As of March 31, 2020
Within one year Over one year Within one year Over one year

Fair value hedges

Interest rate swap transactions = 70,000 20,000 50,000

Option contracts - 27,265 - 27,265
Cash flow hedges

Forward exchange transactions 78,398 4,164 99,028 7,366

Interest rate swap transactions 1,000 136,728 12,993 123,734

Cross-currency interest rate swap transactions 8,376 99,521 22,868 89,626

Commodity futures transactions - - 6,066 =

Commodity collar transactions 946 - - -
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The average forward exchange rate of major currencies under forward exchange transactions and the average paid interest rate under interest rate swap
transactions and cross-currency interest rate swap transactions are as follows:

As of March 31, 2019

As of March 31, 2020

Cash flow hedges
Forward exchange transactions
U.S. dollar 110.34 yen 109.02 yen
Euro 126.64 yen 124.09 yen
Interest rate swap transactions
Receive floating / pay fixed 0.29% 0.29%
Cross-currency interest rate swap transactions
U.S. dollar 101.31 yen 101.88 yen
Receive floating / pay fixed 0.29% 0.28%

Fiscal 2019 (April 1, 2019 — March 31, 2020)

(v) Carrying amount of hedged items in fair value hedges and accumulated amount of fair value hedge adjustments
As of March 31, 2019
(million yen)

Including accumulated amount of
fair value hedge adjustments

Line item of the consolidated
statement of financial
position

Carrying amount

Assets Liabilities Assets Liabilities

) Bonds payable, borrowings, and 3 B
Interest rate swap transactions lease obligations 71,703 1,703

Option contracts Other financial assets 18,178 - (9,087) -

As of March 31, 2020
(million yen)

Including accumulated amount of

Garrying amourt fair value hedge adjustments

Line item of the consolidated

statement of financial position

Assets Liabilities Assets Liabilities
) Bonds payable, borrowings, and _ _
Interest rate swap transactions lease liabilities 71,035 1,035
Option contracts Other financial assets 9,213 - (18,052) -

(vi) Other components of equity and gains or losses on hedging instruments of cash flow hedges
Fiscal 2018 (April 1, 2018 — March 31, 2019)

(million yen)
Forward Interest rate ng::r-:sl{[r:g?:y Commodity Commodity
exchange swap T futures collar
transactions transactions i acE U transactions  transactions
Balance at the beginning of the year 924 (975) (577) 94 - (533)
Hedging gains or losses recognized in _
other comprehensive income (305 (838) 4,894 @) Sz
Reclassification adjustments
10 proft (Note) 182 389 (4,203) - - (3,630)
Reclassification amount to cost of
non-financial assets {7 - - () - (638)
Balance at the end of the year 58 (1,424) (386) - 2) (1,755)

JFE Holdings, Inc.

(million yen)
Forward Interest rate Cmfesr- :;tr:g{l:y Commaodity Commaodity
exchange swap S futures collar
transactions  transactions o c{)i S transactions  transactions
Balance at the beginning of the year 58 (1,424) (386) - 2 (1,755)
Hedging gains or losses recognized in
other comprehensive income (104) 331 48 (73) ) 200
Reclassification adjustments
to profit (Note) 162 154 (562) - - (245)
Reclassification amount to cost of
non-financial assets e B B 43 8 Q)
Balance at the end of the year 2 (938) (900) (30) - (1,871)

Note: Major line items for reclassification adjustments in the consolidated statement of profit or loss for the fiscal year ended March 31, 2019 are “Other
income” for forward exchange transactions and “Finance costs” for interest rate swap transactions and cross-currency interest rate swap transactions.
Major line items for reclassification adjustments in the consolidated statement of profit or loss for the fiscal year ended March 31, 2020 are “Other
expenses” for forward exchange transactions and “Finance costs” for interest rate swap transactions and cross-currency interest rate swap transactions.

(11) Transfer of financial assets
As of March 31, 2019 and March 31, 2020, trade receivables transferred without satisfying conditions for derecognition of financial assets of 6,977
million yen and 6,241 million yen were recognized in “Trade and other receivables,” respectively, and the amounts received due to the transfer of 6,977
million yen and 6,241 million yen were recognized in “Bonds payable, borrowings, and lease liabilities,” respectively.
With regard to these trade and other receivables, the Group will assume the payment obligations in case the drawer of the notes or the debtor fails to make
payment. For this reason, it has been determined that the Group holds aimost all of the risks and rewards related to ownership of the transferred assets.

38. Related Parties
Compensation for key management personnel is as follows:

(million yen)
Fiscal 2018 (April 1, 2018 — March 31, 2019)  Fiscal 2019 (April 1, 2019 — March 31, 2020)
Compensation and bonuses 1,744 1,523
Share-based payment 145 4
Post-employment benefits 3 3
Total 1,892 1,569

39. Commitments
Commitments for the acquisition of assets after the reporting date are as follows:
(million yen)
As of March 31, 2019
Acquisition of property, plant and equipment 251,365 239,716

As of March 31, 2020
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40. Contingent Liabilities

(1) Guarantees of obligations
Guarantees for borrowings from financial institutions to companies other than subsidiaries are as follows:

As of March 31, 2019 As of March 31, 2020

(million yen)

Joint ventures 17,286 15,146
Associates 857 938
Other 20,595 26,869
Total 38,738 42,953
In addition to the above, guarantees of obligations that may arise in the future for associates are as follows:
(million yen)

Guarantee limit for associates

As of March 31, 2019

11,605

As of March 31, 2020

9,322

(2) Litigation, etc.

There is no applicable item.

41. Subsequent Events
There is no applicable item.

(2) Other
(Significant lawsuits, etc.)

There is no applicable item.

(Quarterly information for the fiscal year ended March 31, 2020)

(Cumulative period)

Three months ended
June 30, 2019

Six months ended
September 30, 2019

Nine months ended
December 31, 2019

Fiscal year ended
March 31, 2020

Revenue (million yen) 927,409 1,871,292 2,791,524 3,729,717
Profit (loss) before taxes

(milion yer) 27,514 42,782 42,600 (213,473)
Profit (loss) attributable to

owners of parent (million yen) 19.740 31,934 26,922 (197,744)
Basic earnings (losses) per 34.98 55.46 4675 (343.39)

share (yen)

(Accounting period)

Basic earnings (losses) per
share (yen)

First quarter
(April 1, 2019 —
June 30, 2019

34.28

Second quarter
(July 1, 2019 —
September 30, 2019)

2117

Third quarter

(October 1, 2019 —
December 31, 2019)

(8.70)

Fourth quarter
(January 1, 2020 -
March 31, 2020)

(390.15)

JFE Holdings, Inc.

Emst & Young ShinNihon LLC Tel: +81 3 3503 1100
Hibiya Mitsui Tower, Tokyo Midtown Hibiya Fax: +81 3 3503 1197
1-1-2 Yurakucho, Chiyoda-ku ey.com

Tokyo 100-0006, Japan

EY

Building a better
working world

Independent Auditor’s Report

The Board of Directors
JFE Holdings, Inc.

Opinion
We have audited the accompanying consolidated financial statements of JFE Holdings, Inc. and
its subsidiaries (the Group), which comprise the consolidated statement of financial position as at

March 31, 2020, and the consolidated statements of income, comprehensive income, changes in
equity, and cash flows for the year then ended, and notes to the consolidated financial statements.

In our opinion, the accompanying consolidated financial statements present fairly, in all material
respects, the consolidated financial position of the Group as at March 31, 2020, and its
consolidated financial performance and its consolidated cash flows for the year then ended in
accordance with International Financial Reporting Standards (IFRSs).

Basis for Opinion

We conducted our audit in accordance with auditing standards generally accepted in Japan. Our
responsibilities under those standards are further described in the Auditor’s Responsibilities for
the Audit of the Consolidated Financial Statements section of our report. We are independent of
the Group in accordance with the ethical requirements that are relevant to our audit of the
consolidated financial statements in Japan, and we have fulfilled our other ethical responsibilities
in accordance with these requirements. We believe that the audit evidence we have obtained is
sufficient and appropriate to provide a basis for our opinion.

Responsibilities of Management, the Corporate Auditor and the Board of Corporate
Auditors for the Consolidated Financial Statements

Management is responsible for the preparation and fair presentation of these consolidated
financial statements in accordance with IFRSs, and for such internal control as management
determines is necessary to enable the preparation of consolidated financial statements that are free
from material misstatement, whether due to fraud or error.

In preparing the consolidated financial statements, management is responsible for assessing the
Group’s ability to continue as a going concern and disclosing, as required by IFRSs, matters
related to going concern.

The Corporate Auditor and the Board of Corporate Auditors are responsible for overseeing the
Group’s financial reporting process.

A member firm of Ernst & Young Global Limited
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Auditor’s Responsibilities for the Audit of the Consolidated Financial Statements

Our objectives are to obtain reasonable assurance about whether the consolidated financial
statements as a whole are free from material misstatement, whether due to fraud or error, and to
issue an auditor’s report that includes our opinion. Misstatements can arise from fraud or error
and are considered material if, individually or in the aggregate, they could reasonably be expected
to influence the economic decisions of users taken on the basis of these consolidated financial
statements.

As part of an audit in accordance with auditing standards generally accepted in Japan, we exercise
professional judgment and maintain professional skepticism throughout the audit. We also:

+ Identify and assess the risks of material misstatement of the consolidated financial
statements, whether due to fraud or error, design and perform audit procedures responsive to
those risks, and obtain audit evidence that is sufficient and appropriate to provide a basis for
our opinion.

+ Consider internal control relevant to the audit in order to design audit procedures that are
appropriate in the circumstances for our risk assessments, while the purpose of the audit of
the consolidated financial statements is not expressing an opinion on the effectiveness of the
Group’s internal control.

+ Evaluate the appropriateness of accounting policies used and the reasonableness of accounting
estimates and related disclosures made by management.

+ Conclude on the appropriateness of management’s use of the going concern basis of
accounting and, based on the audit evidence obtained, whether a material uncertainty exists
related to events or conditions that may cast significant doubt on the Group’s ability to
continue as a going concern. If we conclude that a material uncertainty exists, we are required
to draw attention in our auditor’s report to the related disclosures in the consolidated financial
statements or, if such disclosures are inadequate, to modify our opinion. Our conclusions are
based on the audit evidence obtained up to the date of our auditor’s report. However, future
events or conditions may cause the Group to cease to continue as a going concern.

+ Evaluate the overall presentation, structure and content of the consolidated financial
statements, including the disclosures, and whether the consolidated financial statements
represent the underlying transactions and events in a manner that achieves fair presentation in
accordance with IFRSs.

Obtain sufficient appropriate audit evidence regarding the financial information of the entities
or business activities within the Group to express an opinion on the consolidated financial
statements. We are responsible for the direction, supervision and performance of the group
audit. We remain solely responsible for our audit opinion.

We communicate with the Corporate Auditor and the Board of Corporate Auditors
regarding, among other matters, the planned scope and timing of the audit and significant audit

findings, including any significant deficiencies in internal control that we identify during our audit.

We also provide the Corporate Auditor and the Board of Corporate Auditors with a statement that
we have complied with the ethical requirements regarding independence that are relevant to our
audit of the financial statements in Japan, and to communicate with them all relationships and
other matters that may reasonably be thought to bear on our independence, and where
applicable, related safeguards.

A member firm of Ernst & Young Global Limited
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Interest Required to Be Disclosed by the Certified Public Accountants Act of Japan

Our firm and its designated engagement partners do not have any interest in the Group which is
required to be disclosed pursuant to the provisions of the Certified Public Accountants Act of
Japan.

Convenience Translation

The U.S. dollar amounts in the accompanying consolidated financial statements with respect to
the year ended March 31, 2020 are presented solely for convenience. Our audit also included the
translation of Japanese yen amounts into U.S. dollar amounts and, in our opinion, such translation
has been made on the basis described in Note 3 to the consolidated financial statements.

Emst & Young ShinNihon LLC
Tokyo, Japan

[June 19, 2020]
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Yusuke Nakamura

Designated Engagement Partner

Certified Public Accountant
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Yoshihiro Shibata

Designated Engagement Partner
Certified Public Accountant
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Tetsuya Yoshida
Designated Engagement Partner
Certified Public Accountant
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Takashi Inayoshi
Designated Engagement Partner

Certified Public Accountant
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