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Q

Will the measure to address any antitrust concerns increase the likelihood of approval
being granted by The Committee on Foreign Investment in the United States (CFIUS)
through its review on your potential acquisition of U. S. Steel?

The transfer of equity interests in AM/NS Calvert aims to proactively address any antitrust
concerns that may arise from Nippon Steel’s ongoing ownership in AM/NS Calvert following
the acquisition of U. S. Steel. We determined that the transfer of equity interests in AM/NS
Calvert was the most assured path to receive timely regulatory approval for the U. S. Steel
acquisition, and entered into a definitive agreement with ArcelorMittal (AM) with the aim of
achieving that goal.

The CFIUS review is limited by law to consideration of potential impacts to national security
and is not related to this transfer of equity interests.

It has been reported that the CFIUS review period has been extended due to the
reapplication for the review. In the meantime, since approval under antitrust law has
already been obtained in countries other than the United States, and you plan to
conduct this equity transfer, are you expecting the antitrust review in the United States
to be completed earlier than the CFIUS review?

We will not comment on the timing of the ongoing CFIUS or antitrust processes. We will
continue to hold discussions in good faith and work to obtain clearance as soon as possible.

Could you please explain, even in a qualitative way, why the losses associated with
the equity transfer are expected to be substantial?

Nippon Steel determined that the most assured path to obtaining antitrust clearance for the
acquisition of U. S. Steel was to transfer our equity interests in AM/NS Calvert. We have been
operating AM/NS Calvert with AM as a joint venture partner, with each party holding a 50%

interest. We have made significant technical contributions to AM/NS Calvert. After
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comprehensively assessing the necessity of such transfer to obtain timely regulatory
approval for Nippon Steel's pending acquisition of U. S. Steel as well as the strategic
significance of such acquisition to Nippon Steel, Nippon Steel has determined that it is in its
best interests to effect such transfer. Following good faith negotiations with AM, we agreed
to transfer the shares in this form. Furthermore, even taking this loss into account, we believe
it remains within the range that would ensure the economic viability of the U. S. Steel
acquisition.

The loss with cash outflow is estimated to be approximately 100 billion yen. Will you
clarify the nature of this loss and to whom it will be paid?

The agreement regarding the amount that Nippon Steel will bear for its withdrawal from the
jointly managed AM/NS Calvert was reached after constructive discussions with AM. Please
understand that we cannot answer regarding specific items or details.

According to AM's disclosure, AM/NS Calvert earned $700 million of annualized
EBITDA in the first half of the year. Is it correct to understand that the loss incurred in
connection with the transfer of equity interests is not due to management problems at
AM/NS Calvert itself, but due to your exit from the joint venture?

Also, if the acquisition of U. S. Steel is not completed, AM/NS Calvert will remain as
the current joint venture. In that case, is it correct to understand that some kind of
management problem will not emerge?

Yes, both of these understandings are correct. The valuation loss arising from the transfer is
not directly related to the management or performance of AM/NS Calvert itself and the sale
of our equity interests in AM/NS Calvert will not occur if the U. S. Steel acquisition is not

consummated.

Could you explain how the transfer of equity interests would affect the technical rights
you have provided to AM/NS Calvert, such as the know-how regarding high-tensile
steel sheets and licensing agreements?

We are unable to provide details on the know-how regarding high-tensile steel sheets and
licensing agreements due to confidentiality obligations. However, we have operated AM/NS
Calvert together with AM and AM/NS Calvert has for years provided steel products that satisfy
Japanese automakers and other customers. Since AM/NS Calvert’s operations will be under
the management of AM, AM would be in a better position to discuss subsequent operations
of AM/NS Calvert.



Q Gaining the understanding of the United Steelworkers (USW) is also a consideration
moving forward with U. S. Steel. Will the transfer of equity interests help resolve the
USW’s concerns?

We remain fully committed to our commitments to the USW, including those we have
announced that go beyond what is provided for in the Basic Labor Agreement, which are not

impacted by the transfer of equity interests in AM/NS Calvert.

You expect a loss with cash outflow of about 100 billion yen. What are the specific
measures to lower the post-acquisition D/E ratio to less than 0.7? Please also tell us
about your financing methods, such as any issuance of new shares and bonds.

The transfer of equity interests is expected to result in a cash outflow of about 100 billion yen.
On the other hand, we are working on asset reduction, including the sale of POSCO shares
that we recently announced, and we will continue to work on this.

We will then continue to consider the optimal capital and debt structure, and, after the
consummation of the U. S. Steel acquisition, we will look into adopting more specific financing
methods. We believe a capital increase is one option worth considering, but we have not
decided whether to implement this at the present stage. If we do consider such an option, we
intend to do so based on the assumption that it will be conducted to the extent that
shareholders’ interests are not diluted.

The most important thing is to improve the D/E ratio by leveraging the synergies from the
acquisition of U. S. Steel and increasing profits. In light of the restructuring of the domestic
steelmaking business and the progress of other projects, we will aim to improve the D/E ratio
to below 0.7 as soon as possible through a variety of measures.
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