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Sustainability Management

Basic Policy

Based on its corporate philosophy of “contributing to society with the world’s most innovative technology,” the JFE Group will
continue to be a company that provides products and services for a prosperous global future for a long time to come.

We also consider it our mission to establish our position as a company essential to society’s sustainable development
and to create safe, comfortable lives for people everywhere, and become an organization that is highly regarded by society.
To realize this mission, we will ensure environmental and social sustainability and establish economic sustainability (stable
earnings power). By doing so, we will secure a resilient management foundation for achieving sustainable growth for the
Group over the medium to long term and enhance corporate value.

JFE Group Sustainability System

The Group established the JFE Group CSR Council (JFE Group Sustainability Council as of April 2023), chaired by the
president of JFE Holdings and comprised of the executive vice president (director), corporate officers, full-time Audit

& Supervisory Board members, the presidents of operating companies, and other members to oversee and direct the
sustainability initiatives of the entire organization, including risk management, from the perspective of preventing damage
to the JFE Group’s corporate value and enhancing it. Independent, cross-Group committees have been established under the
council, including the JFE Group Compliance Committee, JFE Group Environmental Committee, JFE Group Internal Control
Committee, JFE Group Information Security Committee, Public Disclosure Committee, and Corporate Value Enhancement
Committee. Overseeing and directing the Group’s sustainability initiatives, these committees deliberate on Group policies,
monitor how they are being instilled across the Group, and share information on the tasks at hand as well as on issues that
have materialized and relevant responses. Included in the agenda discussed by the JFE Group Sustainability Council, the
Group’s basic policies, action plans, content of key initiatives and response to critical circumstances are reported regularly to
the Board of Directors, which deliberates on the issues and provides the council with direction and supervision.

Activities of the Group Sustainability Council

The Group Sustainability Council meets approximately once every three months to discuss wide-ranging issues such as the
antimonopoly act, compliance with laws and regulations to prevent corruption such as bribery involving public servants and
other officials, human resources, labor issues, safety, disaster prevention, the environment, climate change, quality, financial
reports, addressing antisocial forces, risk management including information security and other ESG-related risks, and social
contribution. The council deliberates on policies related to Group initiatives, which also include providing instruction and
guidance on material issues, monitors the penetration of the policies, and shares information on and carries out horizontal
communication regarding our responses to issues and problems.

Cooperation with Operating Companies

The operating companies have also set up respective entities that operate in collaboration with the JFE Group Sustainability
Council to promote Group-wide initiatives from the perspective of preventing damage to the JFE Group’s corporate value and
enhancing that value. JFE Steel established the CSR Council (Sustainability Council as of April 2023) chaired by the president
in July 2005, following the establishment of the CSR Section in April 2005. Specific committees and sub-committees in areas
such as compliance, global environment, risk management, safety and disaster prevention, customer satisfaction, social
contributions, etc., established under the Sustainability Council have been actively conducting the activities in each area, while
promoting awareness of sustainability, together with the Group companies. JFE Engineering and JFE Shoji are also working to
achieve sustainability through the establishment of committees in areas such as compliance and the environment.
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Il Diagram of System for Promoting Sustainability
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Confirmation and Improvement through the Employee Awareness Survey

The JFE Group conducts a Corporate Ethics Awareness Survey on a regular basis (currently once every three years, twice a
year from FY2024) for directors and employees of JFE Holdings and its operating companies to confirm the penetration and
thorough compliance of the Group’s Corporate Vision, Corporate Values, and Standards of Business Conduct, along with the
identification of potential risks. The survey conducted in FY2022 confirmed that many employees acknowledged the vision
and corporate policy and are aware of compliance matters when carrying out their work. On the other hand, the survey also
brought to our attention issues to address going forward. These are reflected in the specific initiatives of each Group company
under the supervision of the JFE Group Sustainability Council and Board of Directors.

JFE GROUP SUSTAINABILITY REPORT 2024
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Initiatives and Relevant SDGs

The JFE Group engages in initiatives for achieving sustainable growth for the Group over the medium to long term and
enhancing corporate value.

The following chart summarizes all activities introduced in this report. Through these activities, the JFE Group intends to
contribute to the achievement of the SDGs.
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Group Sustainability Strategy

Formulating the Seventh Medium-term Business Plan and Identifying Material Issues of Corporate Management

Under the Seventh Medium-term Business Plan (hereinafter “medium-term plan”) formulated in 2021, the years FY2021 to
FY2024 are a time to take on the challenges of the most transformative period in the company’s history to ensure a prosperous
future for the planet. Our goal is to enhance medium to long-term corporate value by securing environmental and social
sustainability in balance with economic sustainability. We have designated KPIs for material issues of corporate management
that were identified for the policies and initiatives of the medium-term plan. We have also been pursuing sustainability
initiatives focused on environmental and social issues as well as essential economic issues for the sustainable growth of the JFE
Group.

In particular, we have positioned climate change as a top-priority business issue and formulated the JFE Group
Environmental Vision for 2050. The vision provides a roadmap to decarbonization based on the dual goals of reducing
CO:2 emissions at JFE Steel and for society as a whole. We are developing technologies to address these challenges as an
opportunity for growth. JFE will continue to systematically ensure a stable supply of steel, the core of JFE's business, to society
as an indispensable material for social development and daily life.

Refer to the following on the progress of the Seventh Medium-term Business Plan.
» Seventh Medium-term Business Plan (https:/www.jfe-holdings.co.jp/en/sustainability/sus/plan/)

Material Issues of Corporate Management

Action on Material Issues

The JFE Group’s actions related to management issues are based on identifying materiality and setting KPIs to minimize
negative societal impact and maximize societal value by investing JFE Group’s resources from the standpoint of meeting
stakeholder needs. In 2016, we determined our material CSR issues (13 issues in 5 focus areas) by comprehensively identifying
35 issues that reflect society’s expectations in the context of JFE's business and then by prioritizing the issues through the two
criteria of stakeholder expectations and relevance to business (societal impact).

In FY2021, we formulated the Seventh Medium-term Business Plan, recognizing that ensuring environmental and social
sustainability (helping to solve critical issues) and establishing economic sustainability (stable earnings power) are key to the
JFE Group’s sustainable development. Accordingly, we reorganized our materiality by adding economic issues to our
existing CSR issues to identify all our material issues of corporate management. We will demonstrate the Group’s
vision of “contributing to society with the world’s most innovative technology” by working in concert to address these issues.

Process for Identifying Material Issues of Corporate Management

The JFE Group has been promoting actions that address the material CSR issues identified in 2016 (13 issues in 5 focus areas).

Refer to the following on how we identified material CSR issues up to FY2020.
» Material CSR Issues (CSR REPORT 2020) (https://www.jfe-holdings.co.jp/en/sustainability/pdficsr2020e.pdf)

Refer to the following on the process we used to identify material issues of corporate management in FY2021.

» Process for Identifying Material Issues of Corporate Management (CSR Report 2021)
(https://www.jfe-holdings.co.jp/en/sustainability/pdf/csr2021e.pdf)
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Contribution to the Sustainable Development Goals (SDGs)

In September 2015, a UN Summit adopted 17 SDGs to be addressed through worldwide efforts to achieve sustainable
development. The JFE Group will respond to global community needs and contribute to SDGs through our initiatives on
material issues of corporate management.
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Risk Manag nt

JFE Holdings is responsible for comprehensive risk management in accordance with its Basic Policy for Building Internal
Control Systems. The JFE Group Sustainability Council, chaired by the president of JFE Holdings, consolidates information and
strengthens management across the Group to reduce the frequency and impact of risks.

The executive officer responsible for risk strives to identify potential ESG risks such as those associated with climate
change. As necessary, the council confirms and evaluates risks and discusses and determines countermeasures. Key managerial
issues are deliberated by the Group Management Strategy Committee.

The Board of Directors supervises initiatives on ESG risks such as those related to climate change and CSR by discussing,
making decisions on, and receiving reports about these matters.

Monitoring Method for ESG Risks

Issues that may affect management are monitored by the JFE Group Sustainability Council, Group Management Strategy
Committee, and Management Committee. The JFE Group Environmental Committee consolidates information and
strengthens management to reduce the frequency and impact of risks and to maximize opportunities.

KPIs for Material Issues of Corporate Management

Performance Evaluation for FY2023 KPIs and Establishment of FY2024 KPIs

We assessed the performance of KPIs for FY2023 that were established to address material issues of corporate management
identified in FY2021 and established KPIs for FY2024 based on the results of the evaluation and third-party opinions. FY2023
performance and KPIs for FY2024 were finalized following discussions by the Management Committee and other organs of
each operating company and deliberation by the Group Management Strategy Committee and Board of Directors. Going
forward, the Group will continue to work in concert to set KPIs that reflect the characteristics and realities of each operating
company and effectively implement the PDCA cycle to promote its initiatives.

» Material Issues of Corporate Management and KPIs (P.18)
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Enhancing ROE by Achieving the KPIs

The KPIs for each material issue are closely tied to the financial targets. Achieving the KPIs for each issue affects various drivers
of improvement, leading to the achievement of the financial target (10% or higher ROE) and results in increasing corporate
value over the medium to long term. The connection between these initiatives for material issues and financial targets is deeply
shared at operating companies and on the front lines, increasing the effectiveness of these initiatives.

H Connection between KPI-Related Elements and Financial Targets

KPI-related elements

e Expansion of growth business Improvement drivers

e Expansion of solutions business

® Increase in ratio of high value-added
products and profitability

e Research and development in new
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o Improvement of labor productivity
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Manufacturing cost rate '——' Operating profit margin '—

ROIC

10% or higher

 Improvement of labor productivity

e Increase in production and engineering
efficiency, improvement of cost
competitiveness

 Reduction of inventory based on higher

; L A Working capital
production efficiency and yields orking capital tumnover rate

Invested capital turnover rate '—

| Optimal capital structure '7

o Reduction of fixed costs based on
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 Improvement of production efficiency

111 1 1
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