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Introduction

This Integrated Report 2020 summarizes Nippon Steel’s value creation process, current business situation, risks
and opportunities, and strategy. In addition to updating changes since the 2019 version, we have prepared this
report from the following two perspectives:

1-The entire Integrated Report (IR) is constituted along the lines of the value creation process model of
the International IR Framework, developed by the International Integrated Reporting Council (1IRC).
The overall composition of the report can be seen in “The value creation process and Nippon Steel’s
strengths” on pages 13 and 14.

2-Concerning the Environmental and Social aspects of ESG (Environmental, Social, Governance), this
Integrated Report takes up materiality and relevance to factors of the value creation process while details
on initiatives are written in the Nippon Steel Sustainability Report 2020.

We sincerely hope that this Integrated Report helps stakeholders better understand Nippon Steel. Your
comments and feedback are welcome as we intend to continue improving the Integrated Report.

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

Nippon Steel Corporation and Nippon Steel Group companies

(526 companies as of March 31, 2020 comprised of 408
consolidated subsidiaries and 118 equity-method affiliates)

October 2020

e The International Integrated Reporting Council (IIRC) International Integrated Reporting Framework
e The Guidance for Collaborative Value Creation (the Ministry of Economy, Trade and Industry)
e Environmental Reporting Guidelines 2018 (the Ministry of the Environment)

In preparing this report, we have referred to the following guidelines and materials in identifying
materiality among ESG initiatives.

e Sustainability Reporting Standards (Global Reporting Initiative)
® [SO 26000
e Various ESG ratings and evaluations
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Corporate Philosophy
our Nippon Steel Corporation Group will pursue world-leading technologies
Values and manufacturing capabilities, and contribute to society by providing

excellent products and services.

Management

anal We continue to emphasize the importance of integrity and reliability in our actions.
Principles

We provide products and services that benefit society, and grow in partnership with
our customers.

We continually anticipate and address future changes, innovate from within, and
pursue unending progress.

We develop and bring out the best in our people to make our Group rich with energy
and enthusiasm.

1

2

3 We pursue world-leading technologies and manufacturing capabilities.

4

5

The Nippon Steel Group’s Corporate Philosophy consists of “Our Values,” which are our most precious values
representing our raison d’étre, and “Management Principles,” which put down in writing the attitude and policy we
emphasize in realizing Our Values.

Steel is one of the most familiar materials of which things are made and is indispensable for our daily life. Because
of its diverse properties, such as strength and easiness to work with, steel has been chosen as the most superb
material for creating social infrastructure. Steel is for here for all of us now and will be with us in the future.

We have been leading the world as a steelmaker for many decades, and have supported growth and development
of society, by providing this indispensable basic material for all industries and infrastructure building.

Along with global population growth and associated economic growth, the world’s crude steel production is
expected to continue increasing. At the same time, significant long-term structural changes in society and
industries are certain to increase demand for steel to provide more advanced performance. This includes advanced
functions as material as well as considerations to the environment and society.

We are pledged to maximize the potential of steel and enhance its competitiveness as a material. On this basis
we intend to deploy our accumulated technology and integrated power, by means such as in combining steel with
other materials in new ways, and develop and provide total solutions, which incorporate utilization and processing
technology in addition to supply of materials. By doing so, we are determined to contribute to a sustainable
development of society - a commitment of us, engaged in steelmaking.

Nippon Steel Group’s brand mark

@ NIPPON STEEL

As a global steelmaker with origins in Japan, Nippon Steel is incorporating

a diversity of DNAs of people and companies, and growing into the future. The brand mark is a combination of the
K . hat d L ind d L “Ni Steel corporate mark and the English logo.

eeping t at etermlnatlon in mind, we rer?ame ourselves as “Nippon Stee T o e o e 0 5 & sl
Corporation” on April 1, 2019. On that occasion, a common brand mark for typeface, representing a strong but yet
Nippon Steel and the Nippon Steel Group companies was adopted in order to flexible image of steel.

unify the branding of the entire group.

Our Thoughts Incorporated in the Corporate Logo

Aiming to become the best steelmaker o : Representing the unlimited
with world-leading capabilities ) £18 12 ST future of steel

The triangle in the logo represents a blast furnace and the people who create steel.

It reflects the fact that steel, indispensable for civilization, brightens the world. The

center point can be viewed as a summit, representing the best steelmaker. It can be
also viewed as the destination of a road, representing the unlimited future of steel as
a material. The blue color represents leading technology and reliability.

Integrated Report 2020 NIPPON STEEL CORPORATION
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Message from the President

On April 1, 2019, we renamed ourselves as “Nippon Steel Corporation” (from Nippon Steel and Sumitomo Metal Corporation), to keep
in pace with our advance as a growing global steelmaker with origins in Japan, and as a company incorporating a diversity of DNAs
of people and companies. With the aim of securing a position of the best steelmaker with the world-leading capabilities, using our

» «

three key drivers of “technology,” “cost,” and “being global,” we have worked hard; 1) to rebuild our profit base by restoring our
“strength in manufacturing*” and enhancing our “strength in sales and marketing*?”; 2) to expand profit of the overseas business;
and 3) to promote business innovation, standardization, and workstyle reform. These efforts are, as always, based on all possible
measures related to safety, environment, disaster prevention, quality assurance, and compliance.

Our Group’s mainstay steelmaking business is expected to remain subject to an extremely harsh business environment partly due
to the COVID-19 crisis, which has further aggravated the unprecedented environment of “higher raw material prices and lower steel
product prices.” Despite being in such situation or because of this, we focus on early transition to an optimal production framework
in Japan, enhancement of globally-competitive strategic products in terms of quality and quantity, and execution of initiatives to
deepen our overseas business in response to the global trend of “local production and local consumption” and “favoring domestic
production.” Our intended result is to enhance our profitability. In the post-COVID-19 world, we are determined to restore profitability
in the parent steelmaking business whatever the ambient circumstances may be and aim at “becoming the best steelmaker with
world-leading capabilities.” We are also tackling measures against climate change by development of innovative technology, thereby

contributing to achieving Sustainable Development Goals (SDGs) adopted by the United Nations.

*1: Capability of stable production as planned in line with demand, with a focus on cost control
*2: Capability to realize appropriate pricing that matches our product value and contribution

Representative Director
and President

Eiji Hashimoto

Integrated Report 2020 5

The business environment and Nippon Steel’s operating
results up to the first half of fiscal 2020

In fiscal 2019 (ended March 31, 2020), the sluggish trend of the
world’s manufacturing industry, prompted by the U.S-China
friction since the latter half of fiscal 2018, worsened and we
experienced a significant decline in demand from the
manufacturing sector - our mainstay customers. At the same time,
China boosted infrastructure investment and continued high-level
production of blast furnaces, and hence high prices of iron ore and
other main raw materials took hold. As a result, we were plunged
into the unprecedented environment of “higher raw material
prices and lower steel product prices.” Natural disasters and other
factors also affected our results. Due to continued loss of the
parent company’s steelmaking business and recording of
impairment losses, Nippon Steel Group’s earnings deteriorated
significantly in fiscal 2019, to record a business loss of ¥284.4
billion and loss attributable to owners of the parent of ¥431.5
billion. As a brighter spot, with regard to restoring of our “strength
in manufacturing,” our efforts to enhance line management
capability in both operation and maintenance finally achieved
some progress, as evidenced by a significant drop in the number of
unscheduled operational and equipment events that tended to
lead to production cuts, and improvement in variable costs.
Moving on to fiscal 2020 (ending March 31, 2021), there were

initially good prospects of generating a profit in the parent
company’s steelmaking business, driven by improvement in
variable costs from stable production, enhanced measures for
long-term contractual prices*?, and reduction in fixed costs
(including repair costs and capital expenditures) by carrying out
stringent selection. However, the COVID-19 outbreak sharply
depressed demand for steel products, and output and shipments
dropped substantially. As a result, operating results for the first
half of fiscal 2020 are projected to be poor with the estimate of
¥150 billion as consolidated business loss.

We are taking appropriate steps concerning the impact of the
spread of the COVID-19 infection. Responding to a significant drop
in steel demand, we swiftly decided to temporarily stop production
in six blast furnaces out of 15 in total and have adjusted
manufacturing process operations according to the demand status
of each product type with a focus on cost and in line with demand.
Foreseeing potentially prolonged implementation of the COVID-19
measures, we are resolute in thoroughly taking infection
prevention measures, based on the guidelines of the government,
concerned organizations, and other factors, and are promoting on
a company-wide basis a new workstyle that could further enhance
business efficiency.

*3: Prices of order-made steel products for customers

The changing environment of the steelmaking business and
Nippon Steel’s business strategy
Medium- to long-term outlook

Our projected medium- to long-term environment of the
steelmaking business is as follows.

First, we anticipate an accelerating structural change in the
steel market. On the demand side, the base demand in Japan
may be depressed further, along with declining, aging
population, while a decline in indirect exports has to be
assumed due to reduction in trade flows, driven by the spread
of nation-to-nation confrontation. Overseas steel demand is
expected to increase over the long term, thanks to economic
growth, associated with population growth. However, demand
growth cannot be expected near term if investment in the
energy sector, caused by the current oil price declines, remains
depressed and if emerging countries continue to be in
difficulties due to spread of COVID-19 and weaker currencies.
The COVID-19 outbreak is likely to accelerate the
manufacturing industry’s “local production and local
consumption” and “favoring domestic production” and to
further disrupt the globally-connected market, leading to a
harsher environment for exports.

Looking at the competitive landscape, China is the biggest
threat in the steel market, as we all know. On the back of swift
resumption of post-COVID-19 economic activities, Chinese
major steelmakers are expected to expand their relative

predominance. Moreover, a decline in domestic demand in
China - the world’s largest steel consuming country - and an
increase in integrated steel production capacity in China’s
coastal regions and ASEAN will intensify competition in the
export market.

In sum, the COVID-19 pandemic is accelerating the pre-
existing structural changes in the steel market, which makes
our steelmaking business exposed to a dire environment.

Next | will address the social, industrial structural changes
we anticipate. The rapid advance in IT, and automakers’
growing needs for lighter vehicles, emergence of electric
vehicles and other vehicles with a new energy source, and
autonomous driving and other developments, are likely to lead
to advanced demand for performance of materials. In
anticipation of competition with other materials, we have to
maximize the potential of steel and respond to advanced
needs. While initiatives for Sustainable Development Goals
(SDGs) adopted by the United Nations are being undertaken,
an important mission for the steel industry, in particular, is
reduction in greenhouse gas and establishment of a circular
economy, as measures against climate change. We need to
appropriately address these megatrends of society and
industry.

NIPPON STEEL CORPORATION
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Our business strategy in light of medium- to long-term changes in the steelmaking business environment

How will Nippon Steel restore its profit base and continue sustainable growth in the changing environment of the steelmaking

business? Let me explain our policies and strategies.

\ Stable production, price improvement, and reduction in fixed costs as primary factors determining profit

Concerning the restoring of our “strength in manufacturing” - a source of profit - we seek to make stability of our production

completely embedded. Despite the sluggish demand environment, the improvement in long-term contractual prices has progressed,

though somewhat less than expected, and we intend to make efforts for further improvement. We will also carry out the dual
tactics of selection and concentration and reduce fixed costs (including repair costs and capital expenditures).

\ Medium- to long-term business strategy: stringent selection of facilities, products, and businesses

1. Early transition to an optimal production framework in Japan and enhancement of competitiveness

The role of the Nippon Steel Group is to accurately respond
with superior technology, products, and services to diverse
needs and challenges of customers and society, such as for
advanced performance of materials in the automotive industry
and measures against climate change. Requirements for R&D
and production capability have risen compared to the past. For
us to prevail in global competition in the future, jointly with
our customers, we have to be more sophisticated and improve
our strength in development and technology, and raise the
ratio of our strategic products, such as high-tensile steel
sheets and electrical steel sheets, so as to be unrivaled by
global competitors.

Our sources of strengths in development and technology lie
in integrated blast furnace steelmaking. In order to maintain
and advance these strengths, maintaining integrated

steelworks at a certain level of production in Japan is a must.
As mother mills, our domestic steelworks are the bedrock
base that supports our global strategy, while securing cost
competitiveness and generating profit. We will therefore
invest in adopting new, powerful equipment in our major
steelworks and increasing supply capacity of advanced
strategic products. By concentrating production of high-
value-added products, cost will be reduced. Along with
execution of this measure, we cannot avoid stringent
selection of products and facilities. Implementation of
drastic measures, including the production facility structural
measures announced in February 2020, is difficult and
painstaking but we are determined to move forward certain
measures, consider and implement additional ones, and
enhance competitiveness of our domestic mother mills.

2. Enhancement of globally-competitive strategic products in terms of quality and quantity

We have expanded solutions concerning material development,
utilization of processing technology, and other matters in
response to customers’ needs, given that properties required for
materials are now more diversified and advanced. We pride
ourselves on making stable supply of high-grade steel products
and enhancing their functions, contributing to customers and
creation of value in society. These products include: high-tensile
steel sheets, which enable energy saving due to their high
strength and weight reduction; electrical steel sheets for Eco
Cars and high-efficiency transformers; high-corrosion-resistance
seamless steel tubes, used in drilling of natural gas and other

energy resources; and steel products for the high-pressure
hydrogen environment. In case of ultra-high-tensile steel sheets
and electrical steel sheets, we have decided to build a new
manufacturing facility to respond to demand growth from the
automotive and electric power sectors and needs for higher-
grade products. We thus intend to further enhance
manufacturing capacity and product quality. By making use of
our world-class scale and world-class technological prowess, we
will proactively enhance globally-competitive, unrivaled, strategic
products in quality and quantity, maximize marginal profit, and
contribute to the creation of a sustainable society.

3. Deepening of overseas business, addressing to local production and local consumption

The global trend of “local production and local consumption”
and “favoring domestic production” is expected to get
stronger due to travel restrictions and global supply chain
disruption, caused by the COVID-19 pandemic. We were ahead
of our peers in establishing overseas production and sales
bases, as well as a global production and supply framework.
Going forward, with a focus on “markets where we see
assurance of demand growth potential” and “areas where our
technology and product capacity can be used,” we are
committed to contributing to development in key countries
and regions and to creating corporate value.

Integrated Report 2020

In the target countries and regions, we seek to collaborate
with a major company or work on M&A in an agile, flexible
manner and become an insider. In India in December 2019 we
acquired an integrated steelmaker Essar Steel India, jointly
with ArcelorMittal and made a fresh start as ArcelorMittal
Nippon Steel India. We plan to steadily capture steel demand
in India, which is expected to expand.

We will also withdraw from businesses that cannot be
returned to the black, those that have completed their roles,
or those that are losing synergies, and redistribute and
optimize management resources.

4. Innovative technology development as a response to climate change issues

Among the Sustainable Development Goals (SDGs), measures
against climate change, such as reduction in greenhouse gas
emissions and creation of a circular economy, are also critical
challenges for the steel industry.

Nippon Steel has been working on CO, emission reduction
through the “Three Ecos” initiatives and “innovative technology
development.” We are also making efforts to recycle 100% of
plastic containers and packaging and to help create a circular
economy , such as by use of by-product gas generated in
steelmaking and reuse of waste water. Toward tackling climate
change issues, we are recognized as playing a leading role in 1)
formulation of the Japan Iron and Steel Federation’s long-term
vision for climate change mitigation, “A challenge towards
zero-carbon steel” (including development of hydrogen reduction
steelmaking technology, which enables zero CO, emission at the
time of steelmaking); 2) use of the Life Cycle Assessment (LCA)-
based environmental impact calculation method of the
International Organization for Standardization (ISO) and the Japan
Industrial Standards (JIS); and 3) a proposal to promote the

“Creation of Sea Forests” and “Blue Carbon” (the carbon captured
and sequestered by oceans and coastal ecosystems).

We also signed the statement of support for the Task Force on
Climate-related Financial Disclosures (TCFD) and since 2019 we have
disclosed the results of scenario analysis concerning the impact of
climate changes in our business activities. In June 2020 we stated
our agreement with the Challenge Zero declaration, announced by
Keidanren, toward realizing a decarbonized society. Through this, we
disclosed 10 specific challenges, including “development of
hydrogen steelmaking process for zero emission” Moreover, we have
established a cross-divisional committee, which began discussion
on subjects such as individual companies’ scenarios for Zero Carbon
Steel and R&D and technology adoption related to low CO, emission
technologies. We plan to disclose individual companies’ specific
scenarios within the current fiscal year.

Our innovative technology development aims to respond to a
future increase in global steel demand and simultaneously resolve
climate change issues.

Management reform measures: Revised corporate governance structure and
revised organization and business management

For the purpose of appropriately responding to greater fluctuation in
the business environment and an acceleration of the speed of
change, and of solidly implementing business strategy and
sustainably raising corporate value, we are reforming our corporate
governance, organization, and business management.

Concerning the corporategovernance structure required from the
viewpoint of corporate governance, we made a transition from a
“Company with an Audit & Supervisory Board” to a “Company with
an Audit & Supervisory Committee” in June 2020. The objective is to
enhance the supervisory function of the Board of Directors over
management, and at the same time expedite and increase
efficiency in management decision making by delegating part of the
decisions regarding execution of important operations to the

Representative Director and Chairman, and Representative Director
and President.

In line with the revision in corporate governance structure and
given the absorption of Nippon Steel Nisshin on April 1, 2020, we are
in process of enhancing efficiency of the entire corporate
organization and businesses, including the integration and
reorganization of steelworks into six steelworks and streamlining of
divisions and departments. In addition, with the aim at proactively
using data and digital technology to strengthen our business
competitiveness, a Digital Innovation Division (division to promote
Digital Transformation, or DX) has been established. Enhancement
of data management is another way to speed up decision-making,
promote business and production process innovation.

In closing

We declare in our Management Principles that we are dedicated to
pursuing world-leading technology and manufacturing capabilities,
and to provide products and services that benefit society. This
precisely echoes the concept of the Environment, Social, and
Governance (ESG). | recognize that ESG initiatives are one of the
priority issues and form part of the base that supports the very
existence and growth of our company. We intend to steadily

promote its execution and follow-up of our materiality in ESG
issues, by checking the Key Performance Indicators (KPI), and strive
to contribute to sustainable social development, as well as
improvement of our corporate value.

I would like to thank all our stakeholders for their continued
understanding and support of Nippon Steel Corporation.

NIPPON STEEL CORPORATION
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Attractiveness of steel

Steel is an abundant, sustainable material that can be reborn endlessly

N

Iron is believed to constitute
one-third of the Earths weight.

\_

steel is an affordable material
and is cheaper than water in a plastic bottle
(in comparing price per unit weight).

Steel represents 90% OF MOre of metal
products, as steel being abundant,
cheap, and having good workability,
/ \ and has a wide range of applications /

Steel is a sustainable material recycled endlessly into all kinds of steel products

Iron
Steel is easily sorted from a mixture with other ore

materials and can be endlessly recycled without Coal

causing deterioration in quality - quite a unique ResoUrCes
characteristic. Steel is a perfect material for recycling
as it can be recycled endlessly into all kinds of steel

products after the end of its product life.

Diverse properties and a wide range of applications

Due to diverse advantages such as strength and easiness
to work, steel has been used in a wide range of
applications and deserves recognition as the most
outstanding material for the infrastructure of society, a
material that supports people’s lives and overall economic
development. Steel is close to us and we cannot live
without steel products.

Steel is for here for all of us now and will be with us in

dJ»p.ar-a8

the future.

M

or more

Metal

products

oooooo
oooooo

fuBrlr?aSEe Processing and
production

Used as various types of
products by people

Electrlc
furnace X
Industrial %
Infinite recycling product life O
of steel

PHT B

Iron scrap

Infinite potential

Steel is a material with great potential due, in part, to its having a
much higher theoretical strength than other materials.

In addition to adjusting carbon and other content to give a certain
steel product specific desired characteristics, steel’s properties can be
finely controlled to meet function and performance requirements,
including requirements that did not exist in the past. We do this by
controlling the combination of its temperature and rolling at the
manufacturing stage or by adding alloys. Further development in

steel and its usage will push the potential horizon further outward.

Potential capacity and present application level of material strength

Major properties that enable diverse applications

Strength Weldability Heat resistance
Toughness Paintability
Cold resistance
Robustness Magnetism
i . . Weather
Workability Corrosion resistance resistance

etc.
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M M Present application level [ Strength of sheet materials for automobiles
@ ® Theoretical strength*?

Tensile strength (GPa*1) O 1 2 3 4 5 6 10
Iron and steel ; [NMENE—  (10. 4GPa) o
Aluminum and alloy | B CNER SGPa) :

Concrete (compressive strength) 4 | 1 : >> :

CFRP! N : » :

*1:Gigapascal (GPa) is a unit to measure tensile strength. Giga denotes a factor of one billion (10°).
*2:Theoretical strength is said to be 1/5 to 1/7.5 of the modulus of rigidity. The above data uses 1/7.5.

High

1oedW) [RIUBWIUOIIAUT

Low

Steel is one of the most familiar materials of which things are made and is indispensable for

our daily lives. With its diverse properties and infinite potential, steel can be recycled endlessly,

contributing to a sustainable society.

Steel - an excellent material from the Life Cycle Assessment (LcA) perspective

D

cycle, even if its environmental impact is low when used.
-
Why the Life Cycle Assessment is important

LCA-based assessment

Environmental impact highlighted in

Environmental impact of a certain material can be high in its entire life

comparison to other materials
BAD

. )| ®

® oo ®

Overlooked
phase

Overlooked
phase

1 39npoud
Z 1Pnpoud

1 19npoud
Z 39npoud

Impact in waste

Impact in Impact in treatment Total impact
production use Recycling in life cycle
effect
) S —

Comparing product materials...

WV

Comparison of CO, emission in producing an automotive part that
has the same strength as conventional steel (kg-C05)

1106 990
3
230 173 + +
|| [ |
. High Carbon fiber
on\ﬁg;llonal strength Aluminum @ reinforced
steel plastic
Weight per equivalent performance
(kg-material) 100 75 67 45
CO, emissions per unit weight
(0.COn Jkg-material) 2.3 2.3 16.5 22.0

Steel’s environmental impact in production is
extremely low, despite steel being heavier than other materials.

*The high strength steel weighs 25% less than conventional steel and causes less
environmental impact.

J

Source: WorldAutoSteel
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Thinking of the environment in a product life cycle

The Life Cycle Assessment method (LCA) is a
way to evaluate environmental impact of a
product over its entire life cycle. While many
aspects of environmental impact cannot be
seen, the LCA is an attempt to visualize the
impact over the life cycle of a product. From the
LCA perspective, steel can be regarded as a
sustainable material with very low
environmental impact relative to other

materials.

Environmental impact of BF and EAF routes
using LCA approach

Focusing only on the steelmaking process itself, the
blast furnace (BF) route to reduce iron ore to make
steel may appear to generate a higher
environmental impact than the method that melts
steel scrap in an electric arc furnace (EAF) to make
steel. However, the BF route creates steel products
that generate scrap that, through recycling, has an
effect of CO, emission reduction. As that scrap
recycling effect offsets the CO, emissions in the BF
process, environ-mental impacts of the BF and EAF
routes in total terms are the same over the life cycle
of steel.

This approach is recognized in the ISO 20915 and
the JIS Q 20915 and is becoming a global standard.

NIPPON STEEL CORPORATION
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Nippon Steel’s history of development

Nippon Steel has been growing as a global leading steelmaker for many decades, overcoming changes in the business
environment and crises many times through industry consolidation, rationalization efforts, product development, global
expansion, and other ways. “We continually anticipate and address future changes, innovate from within, and pursue
unending progress,” as defined in our Management Principles. Our aim is to advance toward “the best steelmaker with
world-leading capabilities” by incorporating a diversity of DNAs of people and companies and taking up the challenges of
making major reforms, which can be described as the second foundation of the company, to achieve further global growth.
While providing products and solutions that contribute to world sustainable growth, we strive to enhance corporate value
and also contribute to realization of the United Nations’ Sustainable Development Goals (SDGSs).

[economyj

Management
issues

Domestic
reorganization

Domestic
production
framework

Global
production
framework

Product
technology

Process
technology

N

Nippen Steels

apanese] glebal 1950

1960

1970 ——— X 1980

@ First and second
oil crises

@ Plaza Accord

1990

@ China’s rapid growth

2000 — 2010

@ Global financial crisis

2020 — 0

@ covib-19

growth period Stable growth period Eﬁé‘;‘céﬂ%"a%%ﬁse‘éa%n Bubble economy

Expansion of integrated
seaside steelworks

Material mining development

Yawata Steel ~ EEIEEES
Fuji Steel

Sumitomo Metals
Nisshin Steel

Promotion of energy efficiency

Business diversification

and higher-grade products

Restructuring and
cost reduction

@1970 -2000 (ex. 1998 and 1999)

Nippon Steel being No. 1 in crude steel production volume
in the world

@1970 Nippon Steel Corporation was formed.

Start of operation in major steelworks

@1961

Nagoya Works

@1958
USIMINAS

@1965
Kimitsu Works

(Brazil)

@1971 Yawata
Oita Works 27 unit
@1969 Kamaishi
1—0 unit

Kashima Works

Overseas integrated steel mills’ capacity L L C R IUIT W = 0 11111011 R 70| SO R

High-tensile steel sheet
for vehicles

(Received technical assistance and in
2006 became a group company)

Overseas downstream production capacity

General high-tensile steel

(below 440Mpa)
© Extreme-thick © vibration- @1988
H-shaped steel damping steel Fire-resistant steel
sheets and
plates

Leading the world in process innovation, energy efficiency, and high-grade steel technology

@ Switch from open-hearth furnaces to converters

@ Technical assistance to Posco in South Korea

@ Development of larger blast furnaces

@ Technical assistance to Shanghai-Baoshan Steel in China

@ Progress in using the continuous

casting technology

@ Development of the world’s first continuous annealing furnace
@ Installment of activated coke-type, dry desulfurization equipment to

greatly reduce emissions of SOx and NOx

Selection and concentration

of diversified businesses

1988~1993 Rationalization of blast furnaces

Sakai

1—>0 unit Hirohata
Wakayama 10 unit
3—2 units

@®1990 I/N Tek (US.A)

©1992 ICI (USA)
@1995 SUS (Thailand)

High-tensile steel
(below 590MPa)

©1988 High-strength steel wire rods for Akashi-kaikyo Bridge cables
@1996 High crack-arrestability endowed steel plate

Global expansion

Pursuit of lean & optimal
production framework

Response to China’s overcapacity issues

Response to rising raw material
prices and commoditization

@2012 Merger of Nippon Steel and

Sumitomo Metals to establish

Nippon Steel &
Sumitomo Metal
(NSSMC)

@2017 - @2020

@©2019 Corporate name change

Nippon Steel
Corporation

Became a
subsidiary

Merger

Into a large-scale refurbishment period for

infrastructure facilities, coke ovens, etc.

@2016 @2020
Kimitsu BFs Kokura BF
3—2 BFs 1—0 BF

""""""""" 19 million tons ~ J+++++>>

Electric) trend in

@2000 UNIGAL (Brazil)

@2010

High- to ultra-high-tensile
steel (780-980Mpa)

@1999 Lead-free bars and rods

@2005 BNA (China) @203 NS Bluescope

©2013 Tenigal (Mexico) @2019

VSB (Brazil)

Ultra-high-tensile steel
(1,580Mpa and above; hot stamp)

@2015

4 million tons ~ Jreeeeeeeneeeeseneneeeens 9 million tons ~ reeeeeeeeeeeees 20 miltion tons |+ >

AM/NS India (India)
@2014 AM/NS Calvert (U.S.A)

Stainless steel HRX19™ tubes for

use in high-pressure hydrogen

environments

Technology development that supports the “global environmental” era

@ Oil-less operation of
all blast furnaces

@ Developed a Continuous on-
Line Control (CLC) Process
for cooling steel plates

@2000

Developed a waste
plastics recycling
process using coke

@2010 Started use of biomass resources in power stations

@2074 Completed construction of the first
commercial model of an energy-efficient CO:
separation and recovery facility

ovens @2076 Started a blast furnace test of the
COURSES0 project
@2005 Developed the next-generation CLC-u Process for
cooling steel plates

Risks and opportunities,
and business strategy

Risks]
) p.61,63-64
opportunities; [Drper
Declining
population in
Japan
Economic growth Decline in
In emerging domestic steel
countries demand
Decline in
Trend of “local exports
production
and local
consumption” Increase in
and “favoring steel demand
domestic in emerging
production” in countries
various regions Increase in
market shares by
. insiders
Intensifying
competition
with Chinese
steelmakers
Demand growth
The CASE in new sectors
(Connected,
Autonomous,

Shared, and - .

Rising cost in

environmental
measures

Demand growth

in eco-products™

and for national
resilience

the automotive
industry

Climate change
measures

strategy;

Early transition to an optimal
production framework in Japan and

' enhancement of competitiveness

[ »p.65-68

Enhancement of globally-
competitive strategic products in
terms of quality and quantity

[ » p.69-70

Deepening of overseas business,
addressing to local production
and local consumption

drpn-74

Innovative technology
development as a response to
climate change issues

[T »p.75-82

Promotion of digital
transformation

Integrated Report 2020
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The value creation process

Overview

The value creation process and
Nippon Steel’s strengths

Corporate Philosophy [@I»p4

Nippon Steel Corporation Group will pursue
world-leading technologies and manufacturing
capabilities, and contribute to society by
providing excellent products and services.

Corporate Governance [T] ) p.85-100

In response to the delegation of responsibilities by and trust

of all stakeholders, Nippon Steel has established a corporate
governance structure appropriate for the Group’s business, for its
sound and sustainable growth, and improvement of its corporate
value in the mid- to long-term.

Nippon Steel has made a transition to a “Company with an Audit &
Supervisory Committee” to enhance the supervisory function and
to accelerate speed in decision making, responding well to greater,
more speedy changes in the business environment.

m

SG Materiality [T]»p.15-18

1 Safety, environment, disaster prevention 2 Quality 3 Production

4 Securing and fostering personnel 5 Harmony with local
communities and society 6 Corporate value enhancement and profit
distribution; Thorough implementation of compliance

+, Nippon Stedbs

Products and solutions that contribute to customers’
WSS value creation

Cost competitiveness, enabled by our process technology
and operational technology

Being global Global expansion in response to Japanese customers’
overseas expansion and local demand

Technology m Being global

Global top-level R&D resources as a

steelmaker p-25 ® ®
Practical use of advanced technology by R&D
centers and steelworks research divisions p-19 L °
O e velationships of rust | P44 @
Rich product portfolio p.47 o
The world’s top-class energy efficiency p.24 [ ]
The top-runner approach in many steelworks p.39 [ )
Large blast furnace operating technology ~ p.39 (]
Stable, mass proguracgieogt;eeﬁhnology of high- p.39 PY
Synergy with the non-steel segments p.45 (] [ ]

Global production framework p.20

Alliances with some global leading

steelmakers p-40

Presence in the growing Asian market p.44

High domestic shares; No. 3 in the world in
production volume

p.44

Integrated Report 2020 13

Business model

INPUTS

Manufactured Global production capacity
capital approx. 90 mn tons/yr

ug

Tangible fixed assets

v

p.19-22 approx. ¥2.8 tn in book value

“aia Ironore 57.77 mn tons/yr
Ny Coking coal 26.24 mn tons/yr

p_2;.24 Industrial water 700 mn me/yr

R&D expenses ¥77.6 bn/yr
Intellectual
capital R&D staff (non-consol.)  approx. 300
Ev[j Patents (non-consol.)
p.25-28 Japan  approx. 15,000
Overseas - approx. 21,000

Human Number of employees (consol.)
capital 106,599

Elj (non-consol.)
B 27,096

Financial Interest-bearing debt  approx. ¥2.5 tn
Gl Equity attributable to
Nl owners of the parent  approx. ¥2.6 tn

A 4

p.31-34  D/E ratio approx. 0.74 times
Social and . . ors
relationship  Coexistence with communities

capital . . .

ED Relationship of trust and cooperation
= .
p.35-36 with customers

History of our development
OJ» p11-12

Continual growth as a global leading steelmaker,
overcoming crises many times.

Established a business model with strengths
in terms of “technology,” “cost,” and “being global,”
such as Process technology (incl. world top-class energy
efficiency) High-grade steel product technology
Global production framework Four-segment structure, incl.
the steelmaking business

The Nippon Steel Group creates value by long-term stable provision of diverse products and solutions through its

business activities that harmonize with stakeholders and the natural environment in its mother mills in Japan, which
are a source of its development and technological prowess, and its overseas manufacturing bases, which support
Japanese customers’ overseas expansion and respond to local customer demand.
The Group thereby contributes to industrial and social development.

FUSINESS ACTVITIES

T » p.37-46

Mother mills in Japan - a source of
technological prowess

Long-accumulated operational and equipment
technology under the large blast furnace and

seaside integrated steelworks model

Technology in high-grade steel products
developed while responding to customers’
advanced needs

Global production system

Support Japanese customers’ overseas
expansion and meet local growing
demand, based on the strengths of

mother mills in Japan

Synergies between the steelmaking
and three other segments

-

Steelmaking

Engineering’ Segment B stem
& .
Construction Solutions
Business Business
\ Chemicals & l
Materials
Business
-

Operating results and outlook

[T » p.55-60

FY2019 results

Record-high loss, partly due to impairment loss,
under the environment of “higher raw material prices

and lower steel product prices”
-

FY2020 outlook

Significant loss in the first half due to a drop in demand,
caused by COVID-19. Aim at business profit in the second half.
Resolute in a profit turnaround in the parent steelmaking

business, post-COVID-19.

QUTPUTS QUTCOMIES

[T » p.47-54

Contribution to SDGs in society

SUSTAINABLE
8 O DEVELOPMENT

Wealth of steel products and solution
proposals for diverse applications

Material
Pipes & tubes Titanium . é""
Design Method = =
Railway, '4 L~
automotive &  Stainless steel
machinery parts ‘l‘

.

Vehicles, Ships, Energy,
Electric appliances, Containers,
Industrial machinery, Civil engineering,
Construction

Creation of economic value

Creation of sustainable corporate

value and profit distribution
ECO PRODUCTS
e Securing sustainable profit

e Profit distribution
e Investment for further growth

Steel slag products, coal « Enhancement of corporate value
chemical products

Products using by-products

Non-steel business
products and services

Environment and energy; urban
infrastructure, steelmaking plant,
chemicals, functional materials,
composite materials; IT consulting; DX
promotion; IT outsourcing; modernization

Creation of social value

e Jobs for employees and growth in

community
ECO SOLUTION « Safe, reliable living
e Energy preservation, climate action,
Overseas transfer of environmental, recycle-oriented society
energy preservation technologies e Disaster prevention and reduction,

National Resilience

e Infrastructure to build in emerging
countries and to rebuild in
developed countries

e Products and technological

Minimal emissions

Curbing of CO; emissions; 99% solutions in growth areas
recycling of by-products; air, water, soil e Education for employees and
contamination risk management communities

Risks and opportunities, and business strategy

I » p.61-84

w . e Early transition to an optimal production framework
e Trend of “local production and local X e
P w . . in Japan and enhancement of competitiveness
consumption” and “favoring domestic

production” in various regions ® Enhancement of globally-competitive strategic
® The CASE (Connected, Autonomous, Shared } products in terms of quality and quantity

® Japan’s aging and declining population

and Electric) trend in the automotive industry © Deepening of overseas business, addressing to local
production and local consumption

e Innovative technology development as a response
to climate change issues

® Promotion of digital transformation

e Intensifying competition with Chinese
steelmakers

e Climate change measures
® Aging facilities

14 NIPPON STEEL CORPORATION



Materiality

Materiality

Materiality of ESG Issues

Nippon Steel recognizes that ESG initiatives are one of the priority issues and form the base that
supports the very existence and growth of the company.
Among these initiatives we have identified our materiality in due consideration of requests from
stakeholders, the corporate philosophy and values, as well as growth strategy.

Corporate Philosophy

Nippon Steel Corporation Group will pursue world-leading technologies and
manufacturing capabilities, and contribute to society by providing excellent products
and services.

1. We continue to emphasize the importance of integrity and reliability in our actions.

2. We provide products and services that benefit society, and grow in partnership with
our customers.

Management| 3. We pursue world-leading technologies and manufacturing capabilities.
Principles | 4. We continually anticipate and address future changes, innovate from within, and
pursue unending progress.

5. We develop and bring out the best in our people to make our Group rich with energy
and enthusiasm.

Nippon Steel Group’s Values

Paying every possible attention to critical matters of safety, environment, disaster prevention,
quality, and compliance is basic to our existence as a responsible manufacturing company that

Nippon Steel Group’s Contribution to SDGs

In keeping with our dedication to the Nippon Steel Group’s
pursuit of world-leading technologies and manufacturing SeeraNAELEGIALS

capabilities, and to contribute to society by providing excellent =
products and services, we have taken up numerous challenges A E
in order to play an important role supporting social
Y = H—l 12 ===
=
2 :
<

infrastructure through steelmaking. We firmly believe that
contributing to the development of a sustainable society
through our group’s initiatives will also work for achievement
of the United Nations’ 2030 Agenda for Sustainable
Development, featuring Sustainable Development Goals (SDGs).

Nippon Steel’s E [environment | ; S [ sociat | , G [ Governance | Materiality

Safety, environment, . . Securing and fostering
a disaster prevention ) e Quality ) e Production ) e of personnel

- Industrial Safety and Health - Quality control and assurance - Stable production and supply - Respect for human rights and

- Environment - R&D and intellectual property Diversity & Inclusion
Measures to prevent global warming management - Utilization and fostering of
Contributing to construction of - Solutions that result in personnel
Circular Economy customer satisfaction - Health enhancement

Environmental risk management
- Disaster prevention

Harmony with local Corporate value enhancement . . :
G communities and society ) G and profit distribution Thorough implementation of compliance

- Adhering to laws and regulations as a
base of all activities

- Environmental preservation/creation
activities in communities

- Contribution to society mainly in the
support of education, sports, and arts

- Generation of profit and corporate
value enhancement
- Profit distribution

delivers excellent products and services.

The development of excellent personnel is a prerequisite for our production of excellent products.

Nippon Steel Corporation Group
Code of Conduct

2 https://www.nipponsteel.com/en/company/group-code-of-conduct/

Process to identify materiality

Consider requests

from stakeholders on Generalize the issues

in due consideration of
the company’s corporate
philosophy and values

environmental, social
issues and listing
candidate issues

Verify the issues
from the viewpoint of
the company’s value
creation process and
strategy

Discuss and approve
issues in the Board
of Directors meeting

Nippon Steel’s Materiality

Materiality with due consideration of the corporate
philosophy and priorities in manufacturing

Our Corporate Philosophy (Our Values) states: “The Nippon
Steel Corporation Group will pursue world-leading
technologies and manufacturing capabilities, and contribute
to society by providing excellent products and services.”

Concerning “provision of excellent products and services,”
our critical mission as a responsible manufacturing
company is to reliably produce and deliver quality products
that satisfy customers. Needless to say, the prerequisites
to enable this mission include “safety, environment, and
disaster prevention” as well as thorough compliance to rules
and regulations.

The “world-leading technologies and manufacturing
capabilities” are realized by our human capital. Securing
and fostering of outstanding personnel is an important
challenge to be overcome in order to strengthen overall
manufacturing capabilities. We firmly believe that respect
for human rights and diversity & inclusion, as well as

Integrated Report 2020
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promotion of physical and mental wellness strength are the
basics for our employees to work vigorously.

With regard to the relationship with society, we must
maintain good relationship with the community where our
steelworks or other facilities are located.

This is indispensable for us to continue operating business in
the future. We are pledged to operate in an environmentally-
friendly manner and maintain good communication with local
communities, as a corporate citizen.

Materiality with due consideration of the
company’s value creating process and potential
changes in business environment

A base of our value creation process is to use a diverse
range of financial/non-financial assets and competitive
advantages, and to provide products and solutions

to customers. In order to reproduce such processes,
stable production and continual profit generation are
indispensable.

We have also been engaged in building of a circular
economy through reduction of CO, emissions by the three
“Eco” initiatives and innovative technology development,
and recycling of industrial waste (such as plastics).

As our recent initiatives, we have played a leading role
in solving various global environment-related challenges,
including formulation of the Japan Iron and Steel
Federation’s long-term vision for climate change mitigation
“A challenge towards zero-carbon steel”; calculation of
environment impact based on the Life Cycle Assessment
(LCA) to be adopted by the International Organization for
Standardization (ISO) and the Japan Industrial Standards
(J1S); and a proposal to promote the “Creation of Sea Forests”
and “Blue Carbon” (the carbon captured and sequestered
by oceans and coastal ecosystems). We are confident that
such initiatives for raising long-term corporate value will
contribute to sustainable social development.

16

Corporate value enhancement and profit distribution

We are committed to continuing operations as a sustainably
growing company by generating profit and raising corporate
value from business activities, including ESG initiatives.
We will also contribute to society by providing excellent
products and services, and distributing profit to employees,
government, shareholders, and other stakeholders.

Thorough compliance

As a responsible leading company, we thoroughly adhere
to laws and regulations, which is fundamental to all of our
activities.

It should be achieved by our independent efforts, based on
our corporate philosophy, value, code of conduct and alike.

NIPPON STEEL CORPORATION



Materiality

Materiality

Nippon Steel’s ESG Materiality and KP!

Materiality KPIs and status of major initiatives

Nippon Steel recognizes that ESG initiatives are one of the priority issues and form the base that supports the very
existence and growth of the company. Among these initiatives we have identified our materiality in due consideration of
requests from stakeholders, the corporate philosophy and values, as well as growth strategy.
We express our ESG materiality in and out of the company, steadily promote its execution and follow-up by checking the
Key Performance Indicators (KPI) to assess outcome, and strive to contribute to sustainable social development, as well
as maintenance and improvement of our corporate value.

: Sustainability Report 2020

Materiality Key Performance Indicator (KPI) Major Initiatives and Achievements in FY2019 Page
1. Safety, environment, and disaster prevention
« Prevention and risk reduction of accidents, based on safety risk evaluation
(1) Safety and health + Accident frequency rate of 0.10 or less « Promotion of disaster prevention aimed at prevention of repeated disasters (thorough adherence to the six company-wide « Accident frequency rate: 0.09 “
y « Zero fatal accident compliance requirements and promotion of greater machine safety) « Number of fatal accidents: 3 P
« Acquisition of 1S045001 for management systems of occupational health and safety (OH&S) to enhance safety level
. e « JISF's Commitment to a Low-Carbon Society’s CO, emission reduction target (down 3mn tons-CO, from Business . N . « Down 2.21mn tons-CO, from BAU1
Three ecos to reduce CO, emissions As Usual (BAU) in FY2020 vs. 2005) Promotion of Eco Process (enhancement of energy efficiency) (ISF result in FY2018) p.75
« Use of byproduct gas: 100%
‘ « Maintaining high-level effective use of energy « Effective use of byproduct gas (coke oven gas, blast furnace gas etc.) and waste gas « Use of waste gas in steam generation: 83% p.23-24
1) Promotion of * Implementation of “Eco Process” « In-house generated energy use in in-house power generation: 81%
Egu;::\:emﬁfsures « Promotion of adopting advanced energy-saving technology « Adoption of high-efficiency power generation equipment and oxygen plant; regeneration burner in reheating furnace « Investment cost for energy-saving: ¥5.2bn p.19
global warming * Acquisition of the EcoLeaf Environmental Label for ten H-shaped steel products, including the newly-launched Mega NS Hyper Beam™ p.52/
« Enhancement of “Eco Products” « Supply of high-performance steel products to help reduce CO, emissions through use of their end products « Proposal of a next-generation vehicle structure concept, “NSafe™-AutoConcept” i
« Development of the CLEANWELL™ DRY ST, which further enhanced the strength and anti-corrosion properties of OCTG fastening screw joints p-27, P29
. . e - « Transfer and dissemination of the world-leading energy-saving technology to help CO, emission . . . . . P « 106 CDQ cumulative units (contributing to 20.74mn
@) Environment Contribute with “Eco Solutions’ reduction globally Growing cumulative CDQ delivery record by Nippon Steel Engineering in the group tons-CO; reduction, FY2018) p.53
. ion i i 9 - i
2) Contribution to * Realization of zero emissions within the company iec?ﬁrl\znfg?nqZ?Ldisﬁgszlt:gmgr%m 70% vs. FY2000; less than 273,000 tonsyear in FY2020, « Promotion of recycling of byproducts (slag, dust, sludge, etc.) in and out of the company « Final waste disposal: 289,000 tons p.54
construction of a
circular economy | , i i ; . ibuti : : " : . " : : : . . « Packaging/container plastic waste treatment: 210,000 tons
Recycling of waste generated in society Contribution to constructing of a recycle system of plastic containers and packaging Aggressive promotion of recycling treatment, according to the Chemical Recycling Act (equivalent to 32% of Japans total plastic waste) p.37
- . 3
« NOx and SOx; Keep low-level emissions « Installment of equipment that reduces SOx and NOx emissions; shifting to low-sulfur fuel; adoption of low NOx regenerating burners . z%); 124;::1 NNrrT:]Z p-42/ sk p.38
3) Promotion of * Air environment preservation + Maintaining of lower discharge levels than voluntary targets in chemical substances +VOC: 639 tons
environmental VOC (volatile organic compounds): 1106 tons/year (down 30% vs. FY2000, including former Nippon Steel Nisshin) « Continual efforts based on the voluntary reduction plan ) p.42/ 58 p.40

risk management Benzene: 172 tons/year (voluntary target, along with the government target, including former Nippon Steel Nisshin)

« Benzene: 88 tons

< Water environment preservation « Recycling of water; high-level stable use of recycled water

« Water treatment, recycling and reuse of freshwater used by the company

« Use of recycled water: app. 90%

p.42/ [sR] p.40

(3) Disaster

* Prevention of recurrence via corporate-wide implementation of measures against risks emerged from the accidents

prevention 1) Elimination of disaster risks and group-wide sharing of effective measures | « Zero serious disaster-related accident « Risk assessment to detect new disaster risks; execution of measures from hard/soft aspects to reduce risk and control residual risk « Serious disaster-related accidents: 0 p.42/ [sR| p.45
« Self-monitoring (auditing) by those in charge of disaster prevention in steelworks; and management by the head office management through interviews
2. Quality
(1) Quality control and guarantee « Systemization and automation aimed at more credibility in testing and inspection < Automatic input of inspection results from testing/analytical devices and measurement devices p.43
. ) ) « Creation of the Qigital Innovat‘!on Division asa planning division to tackle company-wide issues of utilization of information « R&D expenditures: ¥77.6bn (consolidated)
. « Strategic R&D, aimed at sustainable growth telecommunication technologies (ICT) (April 2020) 5
(2) R&D and intellectual property management . X N . . . . L « Number of patents: app. 36,000 (15,000 in Japan and p.25-28
« Protection and use of intellectual property « The eighth consecutive year of being named as one of the world’s most innovative companies in the Top 100 Global Innovator 21,000 overseas)
2020; award in intellectual property and patent areas ’
* The 66th Okochi Memorial Production Prize; the 52nd Ichimura Prize in Industry for Distinguished Achievement and in Industry | | Number of awards from customers, government, and
(3) Solution that result in customer satisfaction « Number of awards from customers, government, and institutions against Global Warming for Distinguished Achievement; 2019 Minister of MEXT Award (Prize for Science and Technology, P g 9 ? p.13,57
e - e ) institutions: 15
Development Division); the 8th Monodzukuri Nippon Grand Award (METI Minister’s Prize and Excellence Prize), etc.
3. Production
« Start of operation of a leading-edge continuous casting facility in the Kyushu Works; coke oven refurbishment in the East Nippon p.68/
(1) Stable production and supply « Initiatives for more stable production and supply (hardware and software) Works Kimitsu Area and the Muroran Works
« Standardization of operational skills of veteran workers and active use of experts p.46-47
4. Securing and fostering of personnel
« Number of women as managers (2x by 2020 and 3x by 2025 vs. 2014) « Number of women appointed in managerial positions
(1) Respect for human rights, diversity & inclusion Number of women appointed in managerial positions (assistant managers and above) [of which (assistant managers and above) [of which non-union p.29-30

non-union members]: 48 [21] in 2014 — 96 [42] in 2020 — 144 [63] in 2025

(2) Utilization and fostering of personnel « Promotion of measures to develop human resources

Details in the section “Initiatives for Human Resources Development” Dj ) p.29-30

members]: 123 [39] in 2020

« Ratio of women in hired staff: 34% in staff, 14% in
operation and maintenance, and 20% in overall hired staff
(average of FY2018-2020)

« Hours of training and education: 1.54 million hours/year (57
hours/person, year)

p.29/ [5Rl p.50

« Enhancement of health promotion measures for wellness of employees, and encouragement of

(3) Health enhancement employees’ own efforts for wellness improvement

« Review of subject age and frequency for each type of cancer test, aimed at early cancer detection and a higher response rate to cancer test

p.30/[sR] p.51

5. Harmony with local communities and society

(1) Environmental preservation/creation activities in communities « Green space development to contribute to the local environment

« Tree planting activities by new employees in steelworks
« Funding for green space development and maintenance

« Greenery space: 830ha

« Expenses for green space development and maintenance:
¥29bn

p.35/
p.19, p.42-43

« Ongoing promotion of hosting plant visits « Proactively accepting plant visits by shareholders, investors, and junior high/elementary school students « Number of plant visitors: app. 130,000 p.36
(2) Activities mainly in the support of education, sports, and arts
« Continual execution of corporate philanthropy in the support of music via Nippon Steel Arts Foundation « Support of music activities via presentation of Nippon Steel Music Awards and operation of the Kioi Hall p.36
6. Corporate value enhancement and profit distribution
s . £ brofit and enh ¢ " L « ROS of 10% (2020 Mid-Term Management Plan)
(1) Securing of profit and enhancement of corporate value « ROE of 10% (2020 Mid-Term Management Plan) « ROS of 1.3% (4.8% in case including impairment loss, etc)
* ROE of -14.7% p.31-34
1) Payment of salary to employees of the company and related/ « Bonus payment amount « Base bonus amount: ¥1.00mn 560
subcontracting companies * Revised amount of salary Refer to the sections “Financial Capital” and “Financial Results and Outlook” of the Integrated Report for further information | « Salary revision: ¥3,700 (¥0 in wage revision + ¥3,700 in P
@ PFOﬁ.t . 2) Appropriate tax payment « Tax payment (consol) periodic wage increase) p99-104
distribution y Y Dj » p.31-34,p.55-60

« Dividend payment according to the dividend policy of about 30% in consolidated payout ratio (2020 Mid-Term

3) Dividend payment to shareholders Management Plar)

« Tax payment (consol): ¥92.5bn
« Dividend per share: ¥10/year

Fact Book p.54

Thorough implementation of compliance

Adhering to laws and regulations as a base of all activities

Details in the section “Corporate Governance” in the Integrated Report Dj ) p.85-100

p.85-100
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* BAU(Business as usual)
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Manufactured
capital

Mother mills in Japan

as a source of advanced
technology and a strategic
global expansion

Inputs

Inputs

Global crude steel
production capacity

Tangible fixed asset
book value

Approx. 90 MmN tons/year Approx. ¥2.8 tN* w203

The Nippon Steel Group’s annual crude steel production
capacity is approximately 54 million tons in Japan and 17
million tons outside Japan. The Group’s steel product capacity
totals approximately 37 million tons/year.

Manufacturing bases in Japan (¥,) nippon steets strength

Manufacturing bases outside Japan

Leveraging our strengths accumulated in the mother mills
in Japan, we have developed overseas bases in production
and sales, ahead of our peers, in order to support our
Japanese customers’ overseas expansion and to meet

overseas growing demand.

At present, the Group’s overseas crude steel production
capacity is approximately 17 million tons per year and its

steel product capacity, approximately 37 million tons.

d»p39

Global Production Framework @ Nippon Steel’s strength

Upstream process

Downstream process

In Japan, six steelworks of Nippon Steel Corporation has 14 manufacturing
bases, which we call areas, in aggregate. We also have group companies’
factories or mills using electric arc furnaces and for secondary processing of
steel products. Domestic crude steel production capacity totals about 54
million tons per year.

In addition to three large-scale research centers, R&D laboratories at each
steelworks put research outcome from the research centers to practical use
in advanced technology, by improving equipment closely with the
manufacturing sites and developing products closely with customers.

The manufacturing bases in Japan have a close relationship with customers
nationwide and play a forefront role in product development and operational
and equipment technology, jointly with R&D bases. They are our mother mills

- a source of value indispensable in our creation of value on a global basis.

Blast furnace
(BF) @ Steelworks

é Electricarc A R&D base
furnace (EAF)

Setouchi Works

Kure area Hirohata area Hanshin area
' ' é . (Toyo)  (Osaka) (Sakai)
ik i it 6l Plan to refurbish the (Kanzaki)

melting process (and

all facilities by 1H 5
2023 install EAF) in FY2022

Kyushu Works l

(Yahata)
(Kokura)
(Hikari Titanium

’—L Muroran Works

Qe

East Nippon Works

©——— Kamaishi area

Naoetsu area

—————————— Kashima
area
———— Kimitsu
area

p — Hasaki R&D Center
A————  Research &Engineering

Center (Futtsu)

Yawata 1 —
area
(Tobata) . Nagoya Works

Production Div.)
Oita area . .
Amagasaki  Osaka area

(Oita) —M88M88™ area é
(Hikari Pipe & Tube Div.)

Amagasaki R&D Center 1H 2022

Wakayama No. 1 BF
Plan to shut down by

Wakayama area

(Wakayama) (Kainan) (Sakai)

e

Kansai Works
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© s

Domestic crude steel
production capacity

approx. 54 mn tons/yr*!
(worldsteel basis*? 53)
S

Global crude
steel production

(worldsteel basis*2 18)
> — -
'\ : dmuo
~—

Overseas integrated steel mills’ crude
steel production capacity

approx. 17 mn tons/yr*'
(worldsteel basis*? 7)

Semi-finished products
approx. 4 mn tons/yr

capacity ) capacity
Overseas Approx. ﬁ — = approx. _%

Integrated steel mill
downstream production capacity

approx. 19 mn tons/yr*'
(worldsteel basis* 8)

Domestic

q consumption
_% Domestic P
market

-1

Indirect
exports

EXpOrts s \J,

Global >

steel production

71 mn stee?\;:)er':;jstion 9 0 mn
tons/yr*! Downstream production capacity capacity tons/yr*
(worldsteel basis* 60) : ;ﬁ%aeLrS approx. 19 mn tons/yr*! approx. (worldsteel basis* 67) .
(worldsteel basis*2 11) 37 mn market
tons/yr*'

——

As of Oct. 2020

*1: Simple sum of crude steel production at full capacity of 1) companies with a 30% or more stake (parent company, subsidiaries, and equity method affiliates, incl. USIMINAS), subject
to World Steel Association’s crude steel production statistics; and 2) equity method affiliates with less than 30% stake, to which Nippon Steel provides semi-finished products or for
which Nippon Steel sells their products (AGIS, PATIN, STP, VSB). Excl. double counting due to intra-group supply of original sheet (I/N KOTE, STP) *2: worldsteel basis: Among companies
stated in *1, calculation at full capacity for the parent company and subsidiaries with more than 50% stake; at pro-rata capacity for companies with a 50% or less stake *3: Excl. double

counting in USIMINAS and UNIGAL from the above-stated *1

Overseas steel product manufacturing capacity*' (by region and sector)

(10,000 tons/year)
i Downstream
e mg o S Wemews B TRy
1,200 170 45 15 145 440 145
ASEAN 148 13 25 271%10 43 470 470
China 264 9 5 4 100 380 380
India 984 60 24%4 2 4 70 1,050
Middle East 43 45 90 90
N onural 20 626* 11 11 8 1 125%¢ 760 780
South America 790 103*° 100*° 100 790*"
Europe 110 113*7 5 115

*1: Companies subject to World Steel Association’s crude steel production statistics (incl. USIMINAS) and AGIS, PATIN, STP, and VSB; *2: Calculated by basic unit conversion As of Oct. 2020
*3 Excl. double counting with integrated mills (Mahindra Sanyo, VSB, Standard Steel, and OVAKO) and double counting due to intra-group supply of original sheet (I/N KOTE, STP)

*4: Incl. Mahindra Sanyo 0.24 MMT/Y; *5: Incl. VSB 1.00 MMT/Y; *6: Incl. Standard Steel 0.20 MMT/Y; *7: Incl. Ovako 1.10 MMT/Y

*8: Excl. I/N KOTE 0.86 MMT/Y; *9: Incl. UNIGAL 1.03 MMT/Y; *10: Incl. STP 0.24 MMT/Y; *11: Excl. double counting of USIMINAS and UNIGAL 1.03 MMT/Y
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Inputs Introduction The value creation process Regtftlltso?(nd opportunities, g%(\)/:epr%;a;cee ;ijomlaetslf;r
Overview Materiality Inputs Business activities Outputs and outcomes and strategies information

The NS Group’s
steel product

The NS Group’s production capacity

steel product
production capacity

115 mn

tons/year

Elope

Steel product
demand

159 mn

Steel product

demand
t
ons/year 1 35 mn
North/ tons/year
Europe @hﬁ[ﬁ]@ N@ﬁtﬁﬂ I Central

America

Capacity

Establishment Company Sector Product (10 thousand ratlir:)‘{::f'tﬂeecz%) ntra .
tons/year) ’ ish Caﬁa £y Investment
Suzuki ) Bars & Establishment Company Sector Product (10 thousand ratiozpartner(%)
02009 garpyetan oo witioss 2 W00 Middle! America B
Pipes &
E Vall
© 2014  KISWire  Automotive (Bas&  q I 100 Hﬁﬂ@ﬂﬂ@ ©@1984 VAM lleA nergy tubes W34 Vallourec
ntegrated EESE ® Integrated steel mill © 1984 N‘i"’hgﬁ“sntg'el nfrastructure | FAC 60 100
© 2018 OVAKO  steelmit  B2s& 410 W 53 P : bP ,
(Automotive) AgIEAN utomotive © 1989 NSPA Automotive Ptlﬂgzs& 8 [—
© Energy & Resources O 1987 I/NTek  Automotive | H3t = 154  pgao
@ Infrastructure 018 Nkt - ot " ArcelorMittal
. . ote Automotive
The NS Group’s @ Home appliances, containers, etc. products 7 I 50
steel product g(:)ﬂﬂ‘@[m . mn
production capacity As of Oct. 2020 0 1990 ICI Automotive ~ Crankshafts |\ e I 80
0.9 mn 2 AmeErica  owe o  mew  EmE 1 ms
tons/year 4 0 1996 IPF Automotive B 4 100
: © 2008 NSI Automotive  Crankshafts B s0
ki . Bars &
@ 2009 Suzu Automotive > 2 I 100
Garphyttan wire rods
Steel product ) The NS Group’s @ 2010 Tenigal  Automotive pr(féitcfs 40 W49  Ternium
demand The le Grgup s steel product Integrated
steel product i i Standard ¢ Railwa
: . production capacity 201 steel mill 4 20 B 65
49 mn production capacity 3 8 o @ Steel  (nfrastructure)  "eels
) tons/year 4.7 mn tons/vear ®2012 MNSP  mmomoe  CPSE 2 mmm
Middle tons/year Y @ 2013 NSBS  Infrastruct Flat 44 S0 nsslues
East nfrastructure products ueScope
e estment ® 2014 é\:%yrst Automotive prcleie\litcts 430 [ 50 ArcelorMittal
Establishment  C Sect Product (10 thousand !
stablishment - Company ector roduct  ( tonsl/);es:g ratio;partner(%) ® 2015 SMM Automotive w?n?ersrzﬁ‘js I 91

@ 1978 NPC Energy Ptiﬁggs& 43 . 52
® 2005 AGIS* Infrastructure prgéztcts 45 Izo

* Companies to which Nippon Steel plays an important role in supply of semi-
finished products are added in the Group’s worldsteel-based steel product
production capacity.

Steel product
demand

908 mn

tons/year

Steel product
demand

78 mn

tons/year

The NS Group’s ¥ .
steel product .
production capacity
7.9 mn

tons/year

The NS Group’s

steel product Chma

production capacity ASEAN - Capacity : -
. tment
= Establishment Company Sector Product (10 thousand _n\{es
1 0 . 5 mn Establi Capaety) Investment tons/year) IR
stablishment Company Sector Product (10 thousand el
tons/year tons/year) ratio;partner(%) @ 1994 PATIN* Containers  Tinplates 20 W25
- Pipes & Ningbo Sanyo
Automoti . .
01963 NSPT Utomotive tubes 16 I 100 ® 2001 Special Steel Automotive | BarS& [ EN
© 1988 STP* Containers  Tinplates 27 e Products Co., Ltd.
; Flat Huizhou Nippon ] 21 mn
Stede[ proc:]uct © 1995 NS-SUS Automotive v 100 [ s0 © 2003 Steel Forg[i)r'?g Automotive  Crankshafts Units I 60 stede[ prodduct
eman A Bars & A p - eman
O 1997 NSSPT  Automotive &% " 10 67 © 2003 Nlp(pzagnS;ze:églpe Automotive  FiPES & 2 s
102 mn O 1997 VNSP Automotive Ptiﬂgzs& 5 I 60 ° Flat Baowu 42 mn
tons/vear . 2004 BNA Automotive 262 Bl 50  Steel tons/year
1y 0 2005 INSP  Automotive  FIPESS 4 9% products fres South ”
. N - Wauxi Nippon Steel . Pipes & .
India @ 2006 LATINUSA  Containers  Tinplates 16 W3 Krakatau 0 2004 Pipe Automotive tbes 2 7 America
Flat
Capacity R © 2009 CSVC  frastructure  cfh 120 W30 csc @ 2006  Suzuki Garphyttan Automotive ~ Bars& 1 [ 100 T estment
Establishment Company Sector Product (10 thousand foe Pipes & Establishment. Compan Sector Product (10 th d N EStmen
ratio;partner(%) 2010 NPV Infrastructure ipes 6 I 76 Baowu stablishme pany ectol rodu ousan tio:partner(%
) ° tubes O 20m WINSteel Containers  Tinplates 80 M s0 Gsteel tons/year) PR
i 2.2mn O 201 TSW Automotive ~ Barsé& 2 M roup Flat
. i Int ted .
@ 2010 SMAC Automotive  Crankshafts units M 40 wn':l:ds 2013 Nsch oot W?;rsnﬁ‘js 4 = @ 1958 USIMINAS :teeeglr?niell p;?:tu:sts 690 W31 Ternium
@ 2010 NSPI Automotive Pipes&tubes 2 [NENN99 ® 2012 KNSS  Awomothve proguces 48 W80 Krakatau Nippon Steel Nisshin ©1999  UNIGAL® Hat 103 H30
H . Automotive Usiminas
© 2012 JCAPCPL Automotive  Flat products 60 B 49  Tata Steel @ 2013 NSBS Infrastructure pr(fé‘:fm 926 Il 50 NS BlueScope @ 2013 (Nagﬁong)cngﬂgeCh Automotive p,[fé?fcts 1 I 90 e e products
eet Co., Ltd. ntegrated stee .
f Integrated . Pipes & - 2 *3 f Pipes &
O 2012 Mghlndra steelmill SpecialSteel 24 |57 Ml\,alh;]'?d;a & @®2015  VAMOBRN  Energy thbes M0 Vallourec Taiwan Nippon ot © 2010 vsB (Infras'l‘r'll}cture) tubes 100 15 vallouree
aNY0  (automotive) aninda Construction @®2016  SteelStainless  Automotive M3t 1 s
ArcelorMittal ) P @ 2017 KOS Infrastructure products 50 I 80 Krakatau Precision P g SEtodeqwnﬁrﬁTé%Kvith voting |f'ight N L total d fnished brod b e
Flat products : Excluding ’s capacity from the regional total due to semi-finished products being supplie
B Integrated . . R . R . . o . . . . P R .
2019 Nippon Steel . Plates 960 M 40  ArcelorMmittal * Production capacity of STP, to which Nippon Steel plays an important role in supply of semi-finished * PATIN, to which Nippon Steel plays an important role in supply of semi-finished products, is added in the by USIMINAS . . . 5
5 PFI’ di steel mill Pipes & tubes products, is added in the Group’s worl steel—basefsteel product production capacity. However, the Group’s worldsteel-based steel product production capacity. *3: VSB, whose products are sold by Nippon Steel, is added in the Group’s worldsteel-based steel
ndia gompany’s capacity is excluded from the regional total due to semi-finished products being supplied product production capacity.
y NS-SUS.
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Inputs
Inputs

Natural . . \
capital Iron ore Coking coal Industrial water \ ﬁ]

The world’s top-class Sf T mition 26,04 miion 700 miion miear

7,

N

N
N

; ! .®
2 /////////////////7

Water resources Electricity 7

"

energy efficiency
and efficient use of

Nippon Steel strives to efficiently utilize limited resources
and energy at every stage of operations. Through this Eco

Of water used in cooling and cleaning

of products and manufacturing Rate of reuse and

recycling of watery

&,
Nippon Steel itself generates 89% of the ~ Rate[of use of in-house
generated energyjin

electricity it uses at steelworks, 81% of power generation

Process approach we have achieved the world’s top-class facilities, 90% is reprocessed a”"j ' which is from internally generated energy 81 %
resources energy efficiency and reduction in environmental impact repeatedly used, while the remaining sources such as exhaust heat and by-
10%, which disappears mainly due to product gases.

and cost for a steelmaker.

g2
i, ) Eco process

Numbers represent FY2019 performance

evaporation, is replaced.

Recovery of by-product gas

Electricity consumed within the
Nippon Steel Group ///////////

89% i 11%

Electricity generated by the Group*

Ratio of in-house
power generation

89%

icity

" Purchased
electr

INPUTS QUTPUTS By-product gases, such as coke oven :
gas generated when coal is thermally 37% 63%
Manufacturing process cracked inan OXygen_free environment gya'ﬁ':;uucsteggz Electricity supplied to the Fiscal 2018
Sinterin Basic  Continuous ) Plating i i local community performance
H Uﬁf&rg?? ggﬁélig’eegn furnace f(zjx%gaiz fgac?ﬁit?egs Dog/rgzgsesa y Rr?1[illllr;g F:gl:-[r’nrgi?r:/g Lr:-::tefﬁf::cr:az:fa::]lél::tgez ;Org(:;sb?ar:: 1 O O % *1: Including electricity purchased from cooperative
57t.07n75/r;;gi—0n H equipment gasg N thermal power companies
Approx. 1.7 furnaces, are fully utilized as fuel gas As much as 37% of the generated electricity

tons per 100%
ton of steel @
Crude steel
, 'ﬁef°3'§drﬁ§§ Recovery of Recovery of Recovery of production
nglarl'.g (st{elrslag = waste heat  by-product gas backwater 39.54
' . million

tons/year

for steel heating furnaces or energy
sources for power generation plants on
the premises of steelworks.

©,

is provided to local communities via electric
power companies.

26.24 million 909% J/
tons/year
Approx. 0.9 @
ons per Steel prod .
ton of Steel Water teel products o Recycling of by-products
81% Use of exhaust heat 7, S
. Use of exhaust By-products generated in steelmaking are [ Recycling ratio of
4} Fuels N Exhaust heat, generated in the blast heat via recovery, ) by-products
83 o ] o of steam recycled for reuse in the same process or o
5 furnaces, incineration facilities, coke . /0
Generation of /N . 8 3 O/ for commercial use. We thus promote
3 electricity ovens, converters, and other facilities, 0 Lo L .
In-house gOWef AN X ) achieving zero emission and contribute to
Generation generation is recovered and used in steam .
of steam 89% . . conservation of resources and energy.
generation and power generation.
By- Purchased
Qoducty Fuels from | Fuels from ,—esupp[\y?;g i(:/ctrlaty
outside outside 10% °
7% 19% ) A .
Recycling of waste plastics
Nippon Steel recycles 100% of waste plastic containers and packaging that are collected from households, via a

’ ©
Recycling

\——————— Recycling of waste plastics @

(chemical recycling)
210,000 tons

3.8 billion kwh/year

chemical recycling method using a coke oven. In recycling, 40% is recycled into hydrocarbon oil and transformed into

7 99% protats "\ plastic products by some group companies; another 40% is recycled into coke oven gas and used as fuel at a power
chgtr’nailcal plant within a steelworks; and the remaining 20% is used in the ironmaking process as a part of coke.
products We are in alliance with local governments across Japan and handle about 200,000 tons per year from them, equivalent
(Fjllggtgﬁste to roughly 30% of waste plastics collected all over Japan.

1%

\—< Scrap

< Use in society < End products &~
&

The world’s top-class energy efficiency (#;) viopon steets strength

Diverse efforts described above have enabled the Japanese steel industry, including Nippon Steel,
achieved significant energy saving and the world’s top-class energy efficiency at present.

Energy intensity for converter steel in 2015 128 130
Nippon Steel uses as raw materials iron ore mined overseas, manufacturing process, and utilize limited resources and (Japan =100) 119 122 123
17
coal as material of coke for reduction of iron ore, and steel energy so as there can be no waste. Specific efforts include Energy efficiency 109
scrap generated by society, and produces steel products by improvement in product yield, efficient use of equipment, in s;ec‘zlg:ﬁ'ﬁ;"g 100 103
using industrial water and energy, such as electricity and fuel. enhancement of efficiency in combustion, and reduced .
Japan  South Korea Germany UK France Brazil India Russia USA

Nippon Steel’s manufacturing bases make utmost efforts at

achieving efficient use of resources and energy in every

Integrated Report 2020 23

electricity use.

Source: International Comparisons of Energy Efficiency (Sectors of Electricity Generation, Iron and steel, Cement), RITE, 2015
(Numerical values were provided by the Japan Iron and Steel Federation (JISF))
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Inputs

Inputs
Intellectual
. R&D R&D staff t
capital &D expenses R&D sta Patents the integration of R&D and engineering; (2) an R&D network with solutions based on steelmaking process technology; (5)
e e, *2 %2 %2
R&D act v |t Ies an d *11.6 bnjyr Approx. BO0™ sapan Approx 15,000 overseas Approx.21,000 having locations near customers; (3) integrated solutions collaboration between industry and academic institutions,
*1: FY; It; *2: FY. i - lidated
use O.I: I CT sources Nippon Steel has identified “strategic 1R 8??)19 r:;r;é d ;0: st (omconeited enhanced by Group companies’ products and technologies; (4) overseas alliances, and joint research with customers; and (6) an
. sustainable growth” and “protection and u s:e of intellectual the ability to address environmental and energy-related concerns extensive portfolio of fundamental and platform technologies.
Of Va I.U e cre at 10N an d property” as a part of materiality. Use of advanced IT in
com pet|t|ve ness business has also been identified as an important element Materiality 2 (2)
lall
to enhance competitiveness. Intellectual property e an] e lesE pn‘,’pmy management
iality 2 (2) Nippon Steel secures the most advanced newly created divisions to support the Company’s global strategies. We have
Research & development ntelloctont.
P 240 BT AN A RS R R technologies and other proprietary technologies related to steel been focusing on enriching and accumulating IP as “an effective
Top-level R&D resources among world steelmakers @ Nippon Steel’s strength as intellectual property (IP) and utilizes them according to its means of leverage to compete with others anywhere in the
: . ~ medium- and long-term IP strategy. The Intellectual Property world” both in terms of quality and quantity of products and
Nippon Steel has approximately 800 researchers (non Technology development as potential key drivers for innovation L . . L . o
consolidated basis) working on steel-related projects. No other Division collaborates with the business divisions and the R&D have also been enhancing the strategic utilization of our IP.

PN
: Ultimate light- Making CO.
steel company in the world has such a large research staff. R&D I:Ieca;syﬁrestfor weighted | couRsEso | valuabie and
electrification § - yehjcles sequester it Specific activities

expenses of the 2020 Mid-Term Management Plan have been

Deve'lopment of high- . .
raised from ¥210 billion to about ¥220 billion, up ¥10 billion. This function products, and Sustainable issues,
design and processing incl. €0, emission
financial resource is allocated according to priority and each technology, in advance 7 reduction and more q . ' ;
o . . O tomer needs deea L h « Build the IP portfolio and plan its strategy
project is carried out according to a road map which sets Support the ) : o : : : :
Comosion- §  Addressing creation of * Enrich the function of establishing rights for inventions, discoveries, and IP
milestones, goals and delivered returns. Four major areas of resistance a hydrogen- new IP
. 0OCTG oriented society
development that our research emphasizes and that foresees « Consider technical levels of patents in a totally global perspective and actively utilize
potential change in customer needs are 1) development of YRR FIFRESS ICT and Al overseas registered patents (recognized by being named a Derwent Top 100 Global Innovator for
. . . . an eighth consecutive year by Clarivate Analytics)
high-function products, and related design and processing - 2 e Increase the overseas assignment of personnel in charge of IP and establish a strategic
technology; 2) development of innovative processes; 3) response for degraded M Enhance the public relations (PR) organization
R . terials i ; ;
to challenges of sustainability issues, such as CO, emission S prﬂi?lci::fc?o?‘nd * Establish brand strategies
reduction and recycling; and 4) use of advanced ICT and artificial The largest number of steel  R&D expenses of IP * Establish a c?('je of conduct.for 'safeguarfjlng business secrets
o . " researchers in the world e Share and utilize technological information
intelligence (Al). We are resolved in our determination to develop Approx. ¥220 bn . . . .
Approx. 800 (2020 3-year Management Plan) e Strategically use IP in global business and alliances
technology which can become a key driver for innovation, and « Strictly deal with counterfeit products as well as any violation and illegal use of our
continue to lead the world in steel technology in the future. corporate name, brands, IP, and other assets

R&D organization

Nippon Steel's approximately 800 R&D employees work in three —— Strengths in R&D =y : : HF
pp pp y 800 R&D employ Comoretone ) gd et facitated by Strategic establishment of brand families
- H H i omprenensiveness and speed OT development, Tacilitate Yy the

core research centers—Futtsu in Chiba Prefecture, Amagasaki in integration of R&D and engineering . . .
Hyogo Prefecture, and Hasaki in Ibaraki Prefecture—as well as R&D network having locations near customer locations At the occasion of our name change into Nippon Steel
; : : o Integrated solutions enhanced by Group companies’ R&D organization Corporation, we adopted a brandmark suitable to a global
in the Plant Engineering and Facility Management Center (Head products and technologies ‘ ‘ . Corporate brand ) . NIPPON STEEL
Office) and R&D laboratories at steelworks across Japan. They Ability to address environmental and energy-related concerns with corporation, which was also adopted by our group companies = Group brand
collaborate to ensure integrated R&D activities that encompass solutions based on steefmaking process technology as a master-brand to enhance our group identity.

Collaboration between industry and academic institutions, overseas X N .
basic and fundamental research, application development alliances, and joint research with customers Concerning the SteeLinC™, a brand of the Bar & Wire Rod

. . Extensive portfolio of fundamental and platform technologies Unit. we are committed to increasin
, g the value of
and engineering | | ©o vonainbanss |\ SteeLinC
In April 2018, a new R&D unit was established which is central to R&D organization customers’ products resulting from the combination of our NEW STEEL AGE

processing methods. We are also taking strategic measures

development of materials and products that respond to steel-user

needs for flat product (among other products), and their
corresponding advanced application technology development and R&D Planning Division appealing power in our other businesses and product areas
so that our customers can accurately recognize their

to establish brand products with strong messages and

HRXIS.

solutions. We also established the Intelligent Algorithm Research

Center which is engaged in enhancing our research on use of Anf:;g:;i? Sn&%ngiennetzrri?%‘g::&?;gg%:ﬁ)ter Lagfrgfé?ies a features and V?lU?S. The.se brands incl%Jde tita.nium ggng: gi Bﬁggﬂﬁ% )

advanced IT. The Nippon Steel Group’s top-class researchers in this CEIWORS products TranTixxii™" designed for use in prominent works g . ) ;

field have been assigned to this new facility. Sst::rlch Tﬁ‘cjﬁﬁﬂfggy R‘gggaefcsh of architecture such as the roof of Sensoji Temple, the new ABREX’ WDYHM
Our R&D capabilities feature six strengths: SRS La%%i:atlcrycr?es bR stainless steel HRX19™ for use in high-pressure hydrogen

(1) comprehensiveness and speed of development, facilitated by < Cooperation ™ environments, and the abrasion resistant steel plate

Plant Engineering and Facility Management ™ : :
[ Center (Head Offi ce) ABREX™ in use for construction machinery.
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Use of ICT

Information and Communication Technology (ICT) and Digital
Technology are rapidly becoming indispensable in people’s

lives. Nippon Steel believes that they also have become a

critical element that encourages business innovation and
affects corporate competitiveness. We are therefore focusing

on how to make best use of ICT.

Expanding human resources in ICT sections

Nippon Steel’s information system is managed by the System
Section in each steelworks and the head office Information &
Communication Technology Division. The latter division is
engaged in management of corporate-wide information
systems as well as planning and promotion of efficient
adoption of the latest ICT devices and systems for the entire
company. Nippon Steel alone has over 100 persons involved in
systems work but NS Solutions (NSSOL) - a Group company and
one of Japan’s top-level IT services companies - has over 10
times more staff than in Nippon Steel steel-related divisions
who are engaged in actual system development, maintenance,
and management.

The Intelligent Algorithm Research Center (established in April

2018), one of research divisions of Nippon Steel, and NSSOL’s
Systems Research & Development Center are in charge of new
information system-related technology development, in
cooperation with the Information & Communication Technology
Division. In order to accelerate adoption of the leading-edge
technology and advance of digital innovation, these
organizations cooperate with the Digital Innovation Division
(established in April 2020; details in p. 84) - a planning division
that on a one-stop basis works on corporate-wide issues
related to use of ICT. They prepare the roadmap for overall ICT
promotion, while making specific technological trend studies
and enabling prompt actual adoption with the support from
many divisions of NSSOL.

e Nippon Steel N\
Information system section

Head office
Muroran Works

Information & Communication Technology Division
System Division

East Nippon Works System Division

Kyushu Works System Division

Intelligent Algorithm Research Center

Digital Innovation Div.

NS Solutions Group N\

Steelmaking System Solutions Units Regional system subsidiaries

Hokkaido NS Solutions Corp.
Tohoku NS Solutions Corp.

Head office section in charge
System center
System center

System center Kyushu NS Solutions Corp.

Systems Research & Development Center

ITl

loX Solution Business Promotion Department

nfrastructure Solutions & Service Units DX & Corporate IT Consulting Center

ICT realizes a new workstyle

We plan to use ICT to reduce to a bare minimum our employees’
primary and incidental tasks at their work stations and to
support their intelligent work, not just physical work, with the
aim of 1) making possible communication at any time, anywhere,

with anyone, 2) enabling work to be done regardless of the

o
=
o
=
Y
=f
o
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=
o
o
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® Diverse estimation logic
and judgment logic

® Map information
® Device information

— Platform

environment, wherever the employee is, and 3) enabling people
to focus more on intelligent work. We call this a Smart Plartform.
Basic to the Smart Platform is use of mobile devices (i.e,
smartphones, tablets) in all working environments. As a first

step, we are currently distributing handheld devices to on-site

Smartphone
Device information (location, air pressure, acceleration rate, etc.)
\l/ Push button for notification

Smartwatch or a physical activity meter
Sensor information (temperature, humidity)

™) Portable thermo-hygrometer
Sensor information (pulse rate)

Further expansion plan
<> [—Mobile (diesel locomotives,_]
Adoption of a etc.) information

self-operated
wireless network
(= Local 5G)

workers. This will enable them to do better and more efficient safety
checks and instantly retrieve or enter actual site/product
information, leading to greater assurance of stable quality and
stable operation and at the same time raise yield and productivity by
preventing trouble. Using the on-site workers’ feedback and
suggestions on new ways of using the devices, we are already
creating smart production sites. Moreover, we have started
verification of a self-operated wireless network, in anticipation of
adopting local 5G communication. This is in order to ensure greater
security and enhanced functionality.

In the case of our staff who work behind the manufacturing
scenes, we plan to distribute mobile devices to more of our staff, and
to promote efficient operation by use of telework as a new workstyle

and for enhanced functionality. As we had already set up an intermnal

network and started using web conferences and chat tools, we have
been able to smoothly introduce working at home after the COVID-19
outbreak and have seamlessly continued business.

Going forward, we intend to establish an environment where all
our information can be handled anywhere. Specific means to this
include to automate incidental work by use of the Robotic
Process Automation (RPA) and Self Business Intelligence (BI)
processes, and to use NS-DIG™, a platform for comprehensive
data analysis, to support intelligent production. In addition, by
adopting KAMONOHASHI™, NSSOL’s new Al development tool,
NS-DIG™ enables staff who are not system experts to develop Al
models. We are hence promoting development of citizen
scientists by use of this environment. Our corporate-wide efforts

to promote Al will continue.

How the Smart Platform changes workplaces

Operatlng data

Steelworks

C::::?\b
ﬂ -d rﬂ Cost data
-r ‘:.“ I II = @
G e &
o mer |
& Electronic archives

Microsoft365
f?

Telework at home

VPN

Electronic
request

“Wow, | can

look at the
shared folder
even at home.”

. Dashboard
“Please give me Tableau
an update on the
implementation
status of the

measure.”

I can see the reference
data or store the
data wherever | do
telework.

Sasd o

Conference room

Head office

“The dashboard
shows gradual
improvement in
operating rate.”

Supervisor

Draft 6’-:’
¢ =% a

Electronic clearance
(from a business trip
destination)

“Oh, I need
clearance of my
supervisor, who

Workflow system
SHIPS*

P oo e

/-lan to expand the-\
ctabase for search.

R

“I found good
materials

from another
division.”

A corporate-wide %un

information
search solution
WatsonExplorer Qq&j} Wl
ety

Advanced analytics
{

i Analytics work
NS-DIG

01010111001000

Data d|g|tal|zat|on
RPA |
Chat ﬁ

Teams

ek

“l found the
cause of the
trouble!”

“Please share
yesterday’s data
on production
output and
operating rate.”

Promote .
dissemination of Let’s do web
smartphones ) conference,
rather than

making a
business trip.”

Web conference
Teams
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Cybersecurity

Cybersecurity is becoming ever more important in the new
workstyle using ICT: Information is exchanged in all different forms,
in all kinds of situations and fields. Mobile devices make data
literally fly out of mobile objects and that data is stored and
analyzed by using the cloud. In such an era, we find it important to
provide the reliable environment for employees to be comfortably
engaged in the new workstyle. For that purpose, the latest security

measures that incorporate the Zero Trust concept are to be
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implemented in addition to promoting employees’ enhanced IT
literacy and resultant sensitivity to cybersecurity, not to neglect the
conventional centralized cybersecurity measures. Zero Trust means
to never trust and always verify security before being connected.
Cybersecurity of the entire Nippon Steel Group must also be
ensured. The Nippon Steel Group - Computer Security Incident
Response Team (NSG-CSIRT) is steadily increasing the number of

member companies, which is 14 as of June 2020.
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Number of employees Number of employees
(consol.) (non-consol.)

Human
capital

Initiatives for human
resources development

Utilization and development of human resources

Nippon Steel’s basic approach to personnel development is on-the-
job (0JT) training and the Personnel Development Basic Policy has
been adopted in order to clearly express and share the policy with
all employees. For employees in office positions, diverse types of
off-the-job training sessions, which include training that matches
job levels, to acquire certain skills, and to learn international
aspects of work, are conducted to complement OJT. In the recent
years, we have been making efforts at training supervisors, such as
the middle-management seminars to develop personnel capable
of assuming responsibility in the future for work in domestic and
overseas business, and to train line manager candidates.

With regard to employees in manufacturing and maintenance,
upon clarifying the skill to be acquired, their status of
development and skill transfer is evaluated by using a skill map
and, based on this evaluation, their specific development plan is

ascertained and implemented.
Diversity & inclusion

In an aging society that has a declining birthrate, Nippon Steel
has promoted diverse measures aimed at establishing such a
work environment, whether at clerical, manufacturing, or
maintenance work sites, that empowers diverse people,
including elderly persons and women.

We have introduced programs such as a childcare leave system which
is more generous than legally required, a leave program to assist
overseas relocation of the spouse, and a temporary exempting program
for employees who have difficulty in relocation for child or elderly care
and other reasons. Moreover, we have opened 24-hour childcare centers
for use by shift work employees in steelworks. We are thus enhancing
programs to support employees’ worllife balance.

At present, the ratio of women in overall hiring is about 20%. \We
are committed to steadily implementing various measures toward
our target to double the number of women in managerial positions
from the level in 2014 by 2020 and triple it by 2025.

Concerning promoting the empowerment of elderly, we have
decided to raise the retirement age from 60 to 65 in fiscal 2021. This
change reflects the decline in the working population and the raising
of pension eligibility age, and was made also from the perspective of

maintaining and enhancing our on-site manufacturing capacity.

Integrated Report 2020

106,599 27,096

Based on the belief that the development of excellent
personnel is a prerequisite for the production of excellent
products, Nippon Steel is rolling out robust programs

to strengthen the overall capabilities of the Company’s

human assets. Dj P Please see p.48-51 of our Sustainability Report 2020

ESG Materiality 4-(2) Utilization

and fostering of personnel
Personnel development policy
(1) Personnel development is nothing but one aspect of business.

@ OJT training is a basic of personnel development and is
complemented with off-the-job training.

@ A supervisor shares clear objectives and outcomes of personnel
development with his/her subordinates.

@ Every employee ceaselessly strives to develop skills and knowledge.
Number of training/learning hours (FY2019)
1.54 million hours/year (57 hours/year per employee)

Status of employees (non-consolidated basis)

Number of employees

(number of women in parenthesis) 27,096 (2,670) (March 31, 2020)

Number of new hires

(number of women in parenthesis) 1,438 (228) (Fv2020)

Average years of service 15.1 years (March 31, 2020)

Rate of voluntary termination 1.6% (FY2019)

ESG Materiality 4-(1) Respect for human
rights, diversity & inclusion

Recognizing employment of the disabled as an important social
challenge, we are implementing an action plan for their
employment, using special-purpose companies, and by providing
a friendly working environment.

Achievement related to diversity & inclusion

Number of users of the childcare leave system 265

. B 0,
Achievement related  Ratio of returnees after childcare leave 96.3%

to childcare support  Number of users of the short-work hour

system (resultin  system for childcare 108
FY2019) Internal childcare centers 5 centers
Users of internal childcare centers 100

The ratio of women in overall hiring (average ratio from FY2018 to FY2020)
Office staff and engineers 34% Operators and maintenance personnel 14%
Overall hiring 20%

Number of women appointed in managerial positions
(assistant managers and above) [of which non-union members]

48 [21]in 2014

123 [39] in 2020 —

Target to double the number of women in
managerial positions by 2020 and triple it
by 2025, compared to that of 2014

Number of those re-employed Disabled-person employment rate

(Fr2019) 2 927 (as of June 2020) 2 26%
M .
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Promotion of balanced work-life

Nippon Steel complies with labor laws and regulations of each
country where it operates, and strives to create a work
environment that allows each and every employee to do best. We
promote balanced work-life by encouraging employees to fully
use their paid holidays and to control the number of hours
worked, and to keep the time worked at a suitable level. This is
done with cooperation by labor unions. As a part of initiatives on
Workstyle Innovation, we are expanding the working system

from the viewpoint of fully utilizing the optimized work time and

Promotion of the health of employees

To help ensure we are an energetic company where all employees
work at their best and stay healthy from joining the company until
retiring it, we implement health promotion measures with a focus
on disease prevention. The company is committed to providing a full
health checkup menu and enhanced aftercare to benefit the mental
and physical wellness of employees, while employees are expected
to also be committed to implementing measures for their own
health maintenance.

Specifically we use the corporate-wide medical checkup system,
thoroughly manages health guidance on the basis of managing

risks, and run a recurring event to promote specific health guidance

Respect for human rights

Respect for human rights
In compliance with the Universal Declaration of Human Rights and
other international norms on human rights, the Nippon Steel
Group is in the business of creating and delivering valuable and
attractive products and ideas, by respecting our employees’ diverse
views and individualities and utilizing them for the good of all.
Based on the United Nations Guiding Principles on Business and
Human Rights, the Nippon Steel Group Conduct Code has been set.
By adhering to its nine principles, Nippon Steel conducts business
ethically, while paying full heed to human rights issues arising
with the increasing globalization of the economy. Nippon Steel
gives due attention to the rights of workers, and staunchly
opposes the use of forced or child labor. These are prerequisites of
our corporate activities. We have also prohibited as unjust the
discriminatory treatment of workers based on nationality, race,
belief, creed, gender, age, sexual orientation, and disability. In
addition, we give careful consideration to the traditions and
culture, business practice, and labor practice of each country or
region as we accelerate overseas business development.
Communication on human rights with stakeholders
within and outside the company
Nippon Steel considers it important to communicate with
stakeholders within and outside the company to deal with human

rights risks. We have set up a Compliance Consulting Room to
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to help enable all employees to realize their full capacity. In fiscal
2019 we began a telework program. In addition to being
concerned with workstyle and operation management that leads
to more efficient, higher-value-added output, the program is
proactively utilized to cope with the COVID-19 infection problem.
Nippon Steel also has diverse welfare programs to support
employees’ personal life: provision of housing, including
dormitories and company housing, and a cafeteria plan (work-life
support program).

ESG Materiality 4-(3)
Health enhancement

and lifestyle modiffcation named the Health Challenge Campaign,
as a measure to prevent and combat lifestyle-related diseases.

In addition, cancer screening tests are broadly conducted for
stomach cancer and bowel cancer, or for breast cancer and uterine
cervix cancer, depending on age and gender of employees, with the
aim of early detection.

Concerning mental wellness, we provide a consulting service for
prevention and early detection in the area of mental health, and
have incorporated the issue of mental health in in-house seminars.
Using an annual stress check of employees, various measures are
implemented according to the issues of a team or an individual.

ESG Materiality 4-(2) Utilization and
fostering of personnel

receive notifications or inquiries concerning harassment and other
abuse of human rights from the Group’s employees and family
members, and from business partners. Notification and
consultation from other stakeholders are accepted in the form of
responses to an inquiry menu on Nippon Steel’s website. Each of
these whistleblowing and consultation matters is given
appropriate attention, including our providing guidance or training
to the related parties, consistent with advice from lawyers and
other professionals when needed.

Prevention of forced or child labor

Adhering to international norms concerning forced or child labor,
Nippon Steel has the policy of prevention and eradication of both
types of labor. We conduct regular monitoring surveys of our group
companies to prevent such violations in our business activities.
A Respect the rights to organize and to bargain

Adhering to laws and the group-company labor agreements, and
respecting the rights to organize and to bargain, Nippon Steel strives to
establish sound labor relations by sincere talks with organized labor.
We hold regular meetings to discuss diverse issues including
management issues (i.e, safety and health, production), labor
conditions (i.e, wages and bonuses), and balance in worlelife. Through
exchange of opinions with union representatives, we seek close

labor-management communication.
Labor union membership and ratio

f March 31, 2020
(as ofare ) 25,765 (Membership ratio: 100%)

NIPPON STEEL CORPORATION
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Financial |nterest-
capital bearing debt equity

Shareholders’
Debt/Equity ratio

Financial discipline for

achieving both financial
soundness and corporate >
growth inv

aoprox 2.5 t* sopron ¥2.6 tn* approx 0.74 timeg* Edeted foreasivs

*2020.3E

We maintain sound financial positions, using the D/E ratio as
benchmark, and carry out cash management with financial

cipline, meaning to aggressively inject capital in growth
estment with which we can expect return that exceeds the

cost of capital.

How we think about capital structure

The debt-to-equity (D/E) ratio is identified as an important
benchmark in financial management. While we aim to achieve
the D/E ratio of around 0.5, a level that allows us to maintain a
long-term A rating by international credit rating agencies over
the long term, our immediate target is to maintain the D/E ratio
of around 0.7. This will be by offsetting an increase in interest-
bearing debt with an increase in shareholders’ equity during
the 2018 - 2020 Management Plan when investing cash flow will
be at a high level because we need large-scale refurbishment
for domestic facilities and intend not to miss opportunities for
overseas growth investment.

As of March 31, 2020, due to a decrease in shareholders’ equity,
caused by posting of impairment loss, the D/E ratio rose from a
year ago to 0.94 times or 0.74 times after recognizing equity
credit attributes of the subordinated loan and the hybrid bonds.
The steel industry is a gigantic equipment-based industry,
which uses a massive amount of fixed assets, including
machinery equipment and other tangible fixed assets, in its
business. Procurement for fixed assets is financed by
shareholders’ equity and long-term borrowings, ensuring
financial stability.

Shareholders’ equity, Interest-bearing debt, and D/E ratio

- : D/E ratio (adjusted for 5 : | ;
D/E ratio -e- equity cre(dltJ attributes) |1 shareholders’ equity Interest-bearing debt
1.06 FY2020
mid-term
1.06 - 0.94

_~- plan target

_________ 0.7
3 e 074 e
068 068 06
063 g
31369 32,307
23.940 26 36 27786 27 198 29.482 Long -term

26416 it
0.5
»22 963 2@ 082 2,577 4,887
(100 mn) 25,430 19, 765 21,048 23,692

13.3E 143E 15.3E 163E 17.3E 18.3E 19.3E 20.3E

Nippon Steel’s asset and liability management (March 31, 2020)

Fund Capital
procurement injection

Working Short- Current assets
liabilities, etc. term
' capital ¥2.8tn

ST liabilities
Interest-

bearing Lol

Purchased value
¥13.0tn Total assets
Non-

current D&A and ¥T7.4tn
assets impairment loss,
7L cumulative

¥4 Tin ¥10.2tn

— Investment in
equity- method

Other affiliates

¥1.0im ¥05tn

term
liabilities

D/E ratio

0.94 times

Adjusted

D/E ratio .

0.74 times Shareholders’  |3¢4 8
equity

¥2.6tn

term
capital

Asset compression

Following the integration of Nippon Steel and Sumitomo Metals in
2012, we generated ¥780 billion on a cumulative basis in asset
compression over six years to 2017. In the 2018 -2020 Mid-Term
Management Plan, we planned to achieve ¥100 billion in asset
compression but given deteriorating performance and the status
of operating cash flow, we already accomplished ¥380 billion asset
compression in fiscal 2018 and 2019 combined. In fiscal 2020 we
are considering and implementing an additional ¥120 billion or
more asset compression, which is expected to bring the three-year
cumulative asset compression to over ¥500 billion (additional ¥400
billion or more to the initial planned amount) during the current

Mid-Term Management Plan period.

Asset compression by disposing of strategic shareholdings

200 L g i AN
¥100 ¥20 +0/3yrs 400 bn+a i
bn

[ | BE-100 bn/3 yrs

Initial Mid-Term
Management Plan

Accumulation
since FY2012

¥1,280 bn

¥780 bn

2012 2018 2019 2020 (FY)
~17

Actual results m

Columnl

Most of the asset compression comes from sale of strategic shareholdings.

Strategic shareholdings are judged to contribute to maintaining and strengthening its business foundation such as the business relationships and

alliance relationships between Nippon Steel and the investees, enhancing the profitability of both parties, and thereby contributing to sustainable

growth and improving mid- to long-term corporate value of Nippon Steel and the Group. However, we dispose of holdings of companies, with whom
we confirmed, based on sufficient dialogues with them, that the above objectives could be achieved without holding their shares.
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compression
¥100 bn/3 yrs

How we think about cash flow management

During the 2018-2020 Mid-Term Management Plan, we are
making a high level of investment, such as for large-scale
refurbishment of domestic facilities and overseas growth
investment. These investments will be financed within the
aggregate amount of operating cash flow and asset
compression and while maintaining the financial position
in terms of the D/E ratio of around 0.7 times, thereby

exercising financially-disciplined cash flow management.

As a significant change in the business environment for the
plan period, operating cash flow is significantly expected to
undershoot the initial forecast. We therefore intend to
make an additional asset compression of ¥400 billion or
more and increase own funds, while reducing capital
expenditures by over ¥300 billion so as to maintain

financial soundness.

FY2018-2020 revised cash flow plan

Initial Mid-Term
Management Plan

BT

Refinancing Sggfggﬁtd

¥600 bn/3 yrs ¥600 bn/3 yrs

New financing Dividend payment

Asset

Revised forecasts
—cahin

Procurement by Scheduled
refinancing payment

¥600 bn/3 yrs ¥600 bn/3 yrs

Procurement of ¥450 billion in funds
with equity credit attributes

Issued a ¥300 billion subordinated loan
Other finance CF (Sep. 2019)

Refinanced the subordinated loan from
¥300 billion to ¥450 billion (July 2020)

Additional asset compression

Capex ¥400 bn+a New Dividend and
Decision- other financing
malfiﬂ;lggsis [PEEIRRTEE e cash flow
¥1,700 bn
Reduction in capital expenditures compression
¥500 bn
over ¥300 bn +0/3 yrs

Operating
CF

e Business inv’t
Decision-
making basis

¥600 bn

escc0cccee Capital
expenditures

Decision-making
base

Undershooting of ¥1,400 bn
operating cash flow

Operating

cashiflow Business

investment

0 Capital expenditures  Reduced by ¥300 billion from the initial plan to ¥1,400 billion for three years. Aim at an overall

IRR to exceed the cost of capital.

Other ]

Investment for infrastructure

Investment for profit improvement
Investment for cost improvement

Investment aimed at greater
capacity and higher quality in
growth areas

e Business investment

Adoption of latest facilities, maintain soundness (refurbishment of blast furnaces, coke ovens, etc.)
Aimed at stable production and full use of integrated capacity
Aimed at improved productivity and efficiency for improving cost

Execute strategic investment flexibly in and out of Japan.

e Return to shareholders Target at around 30% in consolidated payout ratio.

o Asset compression

Proceeds are generated mainly from sale of strategic shareholding, but also from sale of

properties, inventory compression, etc.
Increased by ¥400 billion or more from the initial plan to ¥500 billion or more for three years.
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Capital injection in investment

In injecting capital as investment, we focus on investment
profitability that exceeds the cost of capital.

For capital expenditures, we set a hurdle rate of the
number of years to recover capital in the case of
investment aimed at profit improvement. Even for the
overall capital expenditures, including refurbishment of

aging facilities, we manage to secure an internal rate of

return (IRR) that exceeds the cost of capital.

As for business investment, we set a hurdle rate for the
IRR that exceeds the cost of capital, even with
consideration of diverse risks and with running a PDCA
system, which enables us to track the execution status and
make judgment on restructuring, withdrawal, and other
options if needed.

Capital expenditures

Many of our steelworks were built during Japan’s high-
growth era and are passing a 50-year milestone. Since
construction, the facilities have been appropriately
maintained and refurbished and are in good condition but
some facilities are in an extremely long refurbishment cycle,
as is the case for coke ovens and infrastructure equipment,
which are approaching refurbishment time. Due to the
concentration of refurbishment investment for these
equipment and facilities, capital expenditures will be at a
high level for the near term.

Given the assumptions for the future steel market in and
out of Japan, we have decided to suspend less-competitive
facilities and consolidate production to competitive ones
via the production facility structural measures (pp. 65-67). In

addition to curbing investment in facilities to be shut

down, we intend to make strategic selective investment.
We also seek to efficiently inject capital based on the
long-term refurbishment plan, aiming for reduction in
overall capital expenditures.

We will concurrently make investment to capture demand
in growth areas in the context of changes in social and
industrial structure.

We initially planned to implement domestic capital
expenditures of approx. ¥1,700 billion over three years during
the 2018 - 2020 Mid-Term Management Plan but have
decided to reduce the amount by around ¥300 billion to
about ¥1,400 billion, mainly by taking the above measures.

For determining capital expenditures, we set a hurdle rate,
designed at such a level that the internal rate of return (IRR)

of overall capital expenditures exceeds the cost of capital.

4,813 4,800

Capital expenditures and depreciation expense (consolidated basis)

M Capital expenditures [ Depreciation expense (¥100 mn)

3,510

3,318 3,200 3,082

3,043 3,046 3,047

2,570

3,407

4,408

4119 4173

3,700

Business investment

Business investment, such as for M&A and establishment of
new overseas manufacturing bases, is set at around ¥600
billion over the three-year term (fiscal 2018 - 2020). In fiscal
2018, we invested around ¥60 billion in restructuring the
special steel business by acquiring Ovako AB in Sweden and
making Sanyo Special Steel Co., Ltd. a subsidiary. In fiscal
2019, together with ArcelorMittal, we invested about ¥310
billion (including approximately ¥103 billion in equity
investment) in acquisition of Essar Steel India Limited, the

fourth largest steelmaker in India.

We also intend to look at capturing growth investment
opportunities - by product, customer sector, and region in Japan
and abroad; and acquisition of interests in raw materials.

In terms of increasing overseas businesses’ profit and
reallocation of management resources, we thoroughly examine
past investments and decide what to do, including sale of
assets and withdrawal, in the case of businesses that cannot
move into the black, businesses that have completed their
roles, or businesses that are losing synergies. We will thus
intend to improve our asset portfolio.

Business investment management system

Nippon Steel has embedded in its business investment procedures a management system with a clearly-defined PDCA cycle, in order to (1)
make appropriate decisions on business investments, such as for founding and equity investing in companies in Japan and overseas, as well
as for M&A deals, (2) identify early and solve promptly issues during the stage of execution of those deals, and (3) share and preserve such
know-how within the organization.

1 2 Execution evaluation

. Discussion Start-up and Interim
and planning /' 314 decision progress reporting
making following (achievement report)

Deal finding

Evaluation of
soundness

w Criteria for judgment

Judgment on business continuity

Proposed projects are considered in terms of significance to business strategy, market growth, competitive landscape, and
individual risks (country, partner, foreign exchange, and other risks). In the case of M&A deals, based on due diligence, their risks
are to be understood and appropriately hedged. After such a procedure and given consideration to risk scenarios, the certainty of
generating return that matches investment is confirmed.

j] Discussion and decision making

Investment and Loan Committee

The Investment and Loan Committee discusses projects from a professional perspective of each corporate unit and division.
The business investment projects are submitted to the Corporate Policy Committee after being discussed at the Investment and Loan Committee.
Very important projects are then submitted to the Board of Directors.

2 Execution evaluation

Start-up and progress to follow

For about three years since start-up, KPIs for operation, production, shipment, financials, and other items are set up for each project, and the

corporate division follows its performance relative to the plan once every three months, and reports to the Investment and Loan Committee
and the Corporate Policy Committee. The status of particularly important projects is reported to the Board of Directors once a year.

Accomplishment report

About three years from the start-up, the entire processes from decision making to full-scale operation are reviewed and
reported to the Investment and Loan Committee and the Corporate Policy Committee.

Evaluation of soundness

Every half year, all Group companies in which Nippon Steel has made direct or indirect investment are evaluated in
terms of financial soundness, based on their financial data, and the results are reported at the Corporate Policy
Committee. They are also reported to the Board of Directors once a year.

Decision on exit or restructuring

Concerning group companies that are determined not contributing to raise the company’s corporate value in terms of financial soundness based on
quantitative standards (future cash flow, financial position) and qualitative standards (sustainability, compliance, etc.), the Investment and Loan
Committee discusses whether to continue business and the status of particularly important project are to be approved by, or reported to, the
Corporate Policy Committee to determine whether to exit (or be reorganized) or restructure.

2013 2014 2015 2016 2017 2018 2019 2020 (FY)

JGAAP IFRS

The amounts of capital expenditures are construction based (about a 2-year time lag from decision-making basis).
The scope of investments and depreciation has expanded since fiscal 2018 due to a change in the financial accounting system.
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Social and
relationship
capital

Coexistence with
communities and society

Having many manufacturing bases all over Japan, Nippon Steel
has a long history of being engaged in business activities
rooted in local communities and supported by local residents.
In accordance with our attitude of maintaining harmony

with local communities and society, we have implemented
distinctive social contribution programs, mainly through
promotion of environmental preservation, and through
education, music, and sports.

Dj D Please see p.52-53 of our Sustainability Report 2020

Initiatives on Conservation of Biodiversity

As a member of Nippon Keidanren (Japan Business
Federation), Nippon Steel has affirmed the Declaration of
Biodiversity by Keidanren and Action Policy (revised in
October 2018) and has accordingly taken initiatives on
biodiversity preservation under the following policy.
Among the initiatives, interesting programs thus far are
“Creation of Hometown Forests” and “Creation of Sea
Forests,” the world-leading pioneer projects. The “Creation
of Hometown Forests” began in the Kyushu Works in 1970
and our forests in aggregate have grown to total around
830 ha (about the size of 180 Yankee Stadiums). “Creation
of Sea Forests” is to use the iron content of steel slag to
stop loss of sea weeds caused by sea desertification in the
coast in various parts of Japan. The project has been

launched in 38 spots in Japan and shown some positive

Creation of Hometown Forests

Integrated Report 2020

Creation of Sea Forests

effects. (Details on the Sustainability Report 2020, p.42)

We are also a regular corporate member of the NPO, Mori
wa Umi no Koibito (The forest is longing for the sea, the sea
is longing for the forest), represented by Mr. Shigeatsu
Hatakeyama, a fisherman raising oysters and scallops in
Kesennuma City, Miyagi Prefecture, who received the Forest
Heroes award from the United Nations in 2012. Since 2012
we participated in the NPO’s tree planting activity at
Murone Mountain in lwate Prefecture, which began in 1989,
based on the theory that the chain of forests, villages, and
the sea nurtures the blessings of the sea.

Moreover, Nippon Steel is a co-sponsor of an NPO, “green
bird”, and participates in its garbage pickup events. Many
steelworks also voluntarily carry out diverse cleaning

activities of their surrounding areas.

Mori wa Umi no Koibito
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Monodzukuri and environmental education

With the aim of showing children the joy of product-
manufacturing, Nippon Steel held demonstrations on “tatara
ironmaking” — Japan’s indigenous ironmaking technique,
organized a scientific stand for school children, gave a “travelling
scientific lecture” at local primary and secondary schools and
introduced the fascinating properties of iron and the mechanism
of electricity generation to children, and took part in an Energy
and Environmental Workshop held by a junior high school.

We also donate to and support a project which aims at teaching
children in the stricken areas of the East Japan Earthquake and
Tsunami of 2011 to make appropriate judgment against risks of

natural disasters. For a better understanding of the steel

industry, Nippon Steel’s steelworks also host plant visits and

Training Program for Educators in Amagasaki Science class in Kashima

approximately 130,000 people participated in our plant visits in
fiscal 2019.

We have been offering internship opportunities to students
to help them learn our business and gain some work
experience. We also endow a university course, which also
contributes to one of our business strategies, “enhancement
of our technological superiority.” We also invite teachers for
the “Training Programs for Educators at Private Companies”, so
that teachers can better understand how the steel industry is
contributing to society and can better appreciate the
fascination of “Monodzukuri” (product-manufacturing). In 2019,
we hosted 128 teachers for the tours of our facilities and our

human development activities.

Travelling scientific lecture in Oita

Social contribution through art, music, and sports

We are active in corporate philanthropy activities in the
support of music, particularly through the work of the
Nippon Steel Arts Foundation. The Foundation manages Kioi
Hall in Tokyo, organizing performances of its resident
chamber orchestra and promoting Japanese traditional
music. We also give the annual Nippon Steel Music Awards,
established in 1990, to young classical music performers
and to those who have contributed to the development of

classical music. Nippon Steel manages or supports sports
teams in local communities of its steelworks. All of these
teams contribute to their local community through such
various activities as sports classes for children and making
our athletic facilities available to local residents. Together
with local residents who support our teams, we strive to
provide renewed vigor to our local communities, and at the

same time to support their healthy lifestyle.

Naoetsu baseball tournament
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Business activities
Business activities

Steel product manufacturing process

Stee ll I |a|<| n g Va lu e Cha I n an d th e The steelmaking process is divided into the upstream process, to melt and reduce iron ore at high temperature, and to solidify the
metal, and the downstream process, to make it into products of shapes and properties that meet needs of customers.

Nippon Steel Group’s business domains Spstream process Downstream process

. ) . ) The upstream process includes the ironmaking process to produce pig iron which is made mainly The downstream process is
The Nippon Steel Group’s business domains span from upstream to downstream of the steel industry’s value . ) . - - . .
in a blast furnace; and the steelmaking process that uses pig iron, scrap, alloys, and other divided into processes for rolling,
chain. Nippon Steel, engaged in integrated steelmaking business, and its group companies, are responsible for materials to manufacture steel products of diverse features. A large area of level land and a coating, refining and inspection,
each process of the value chain, share important strategies, and aim at maximizing the Group’s corporate value. massive amount of initial investment are required for the upstream process, which needs massive to name the most important
upstream facilities for diverse processes including reception of raw materials, distributing a high ones, enabling manufacturing of
Production level of supply of energy, and treatment of by-products. Moreover, a blast furnace once blown in products with features required
EUEEES G E TS ET LT will be kept operating ceaselessly for around 15-20 years, with shutdowns for only a few times of by customers.
— (pa;e"t Comp:"i R&D division few-day intervals a year. This also means a 24-hour-a-day operation of most other steelmaking
Business domains of the : — ; R L L X . .
Nippon Steel Group (Basic research, steel product and appllcatlon technology, L Joint development with customers R facilities as well, which is realized by four teams of workers engaged in three shifts.
process technology, equipment and maintenance technology, &= >
i i i tal technol
Major group companies environmental technology) - Sintered 5 —
$ Nippon ) 2 Sintering plant ore pr— <
Steel % @ Iron ore N “ Pig iron
Raw material mines Trading, s 14 Blast 9 Crude steel
v sales and e ) 3 = e ) ‘
NS Australia . = = = Cok f ‘
%] a ] o Oke oven Continuous
= Toen’ 2 E —— 82| A o AP X mongen s
- Manufacturing uczn = 2 -13 % g 7] Coke urnace
5 Lo K
Material vendors @ division £ 3 Secondary |y G 8| 9 &
— = . Quality T [“oprocessing 7 && | | 8| | 8 l 1 1 l 1
Krosaki Harima S Equipment assurance £ makers 0 3 é . l
c ; division e division Nippon Steel & 2 Hot-rolling  Electro-resistance- Seamless Plate rolling Bar/wire rod rolling Large rolling C,%Sl'l[ilr?g‘
£ (design, maintenance) Coated Sheet, 5 = welded tube
o Nippon Sdteel Metal | .9 E’ 4 %ﬁ
. = H Pi cts, (]
Equipment vendors 3 [0 » p19-20 ma?\:;é';]lgnt Nippon Steel Pipe — g - ® y gy % \
o « : ’ ag
NS Engineering > I mrigicwred < division &~ > g Cold-rolling & ™. \ E
NS Texeng ¢ Quality design 3 g =
©n q &
X N Coating Spiral
e Technical > l
services
IT vendors ﬁ L

Nippon Steel

NS Solutions Logistics = " g:_ ’
=4 -
Cooperative 0 < o <
companies Nippon Steel Chemical & Material [} & FLAT PRODUCTS (469 -
-46 “Busi » NS Cement £ €59 PIPES & TUBES (12% PLATE (10% BAR & WIRE ROD (11%) ~ CONSTRUCTION  RA|LWAY, AUTOMOTIVE &
Dj P p.45-46 “Business summary by segment (Ofutsources'work NS Slag Products S (12%) (10%) ) repues (7%) e e
or operatlon, > 0
maintenance, 3
distribution, etc) By-product recycling Global Production Framework

Upstream process Downstream process

Raw material concessions

Nippon Steel has invested in raw material mines in order to ensure stable procurement of raw materials. Roughly 20% of iron N\ Domestic 3 Domestic
' > —% market consumption
ore and coking coal used in the steelmaking business is procured from the invested mines. —|
Domestic crude steel K
production capacity I_ Exports = Lnxcgg?g
approx. 54 mn tons/yr*' Semi-finished products
Invested (worldsteel basis* 53) approx. 4 mn tons/yr \I/
mines Ratio of
Total —\
procurement .
A Iron ore from invested CO";‘:Z";_E’;'O" l Global
® Coal companies ( ) Global crude steel production H
20% 58 Canada Elkview 2.5% steel prod.uctlon —\ capacity
@ Other alloys Approx. 6 mn tons/yr ® Overseas capacity ﬁ JE— - approx. _%
% Invested ratio CIREE  1oprox 20% 26 mn tons/yr approx.71 mn Stee?\ﬁ.f::;tion 90 m[‘
i 1
tons/yr+ o Downstrce:pn;c?{;ductlon capacity ( tons/yr )
v worldsteel basis*? 67,
(worldsteel basis*2 60) partners approx. 19 mn tons/yr*' approx. Overseas
(worldsteel basis*2 11) 37 mn market
tons/yr*1

worldsteel basis*? 18]
(under exploration) NIBRASCO 31.4% '\ > ""Il ﬂ — ) || _%

e
i Beasley River 37.6% |
Mozambique Australia . Overseas integrated steel mills’ crude Integrated steel mill
P Warkworth — TZI[ steel production capacity downstream production capacity
A 0O A approx. 17 mn tons/yr*' approx. 19 mn tons/yr*'
A [ ) Foxlelgh 10.0% Moranbah 5.0% phat bbb rox. 19 mn tons/

«
( ) Boggabri 10.0% As of Oct. 2020

*1: Simple sum of crude steel production at full capacity of 1) companies with a 30% or more stake (parent company, subsidiaries, and equity method affiliates, incl. USIMINAS), subject to World Steel Association’s
crude steel production statistics; and 2) equity method affiliates with less than 30% stake, to which Nippon Steel provides semi-finished products or for which Nippon Steel sells their products (AGIS, PATIN, STP, VSB).
Excl. double counting due to intra-group supply of original sheet (I/N KOTE, STP) *2: worldsteel basis: Among companies stated in *1, calculation at full capacity for the parent company and subsidiaries with more than
50% stake; at pro-rata capacity for companies with a 50% or less stake *3: Excl. double counting in USIMINAS and UNIGAL from the above-stated *1
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Mother mills in Japan We have not globalized operation by merger of steelmakers marketing, and managerial methods, nurtured in Japan, to
in different countries. Rather, we have established our other countries, in order to support our Japanese
In our corporate journey of many years in the past and for years continuously create operational, equipment, and product J ; PP J P J J
overseas group companies, constructed new manufacturin customers’ overseas expansion and meet overseas demand.
in the future, jointly with our customers, our manufacturing technology, which is a core source of our strengths. We call them group P g P
bases, and extended our capacity in technology, sales and
bases and R&D bases in Japan are a source of value to mother mills, a base of value creation in our global expansion. pacity 9
i hiah d Lproduction in | blast f | [ | » a9 Becoming an insider in a most-suited way by region and product type @ Nippon Steel’s strength
Efficient, high-gra t:z st(_ee production in large blast furnace, @ Nippon Steel's strength . ' o . . . o
seaside integrated steelworks Anywhere in the world, steel demand increases in line with It is therefore crucial to become an “insider” of a target
All of Nippon Steels large blast furnace integrated steelworks in in Oita, these being among the world’s largest. economic development and is initially satisfied by imports. country or region for Nippon Steel to respond to overseas
Japan are located in seaside areas, appropriate locations for The large blast furnace integrated steelworks we operate are of a With further economic progress, fostering of the nation’s own demand growth and meet quality requirements.
import of raw materials and export of product shipments. From high-efficiency production model, originated in Japan. Our steel industry becomes a national policy as steel is a basic We have been ahead of peers in becoming an insider in
raw material landing places to upstream and downstream domestic manufacturing bases have established this model, ahead material of all industries. Steel demand then is filled by various regions in an optimal way by product type or region, by
processing facilities, product warehouses, and shipping quays, all of other countries, and have realized high productivity, cost domestic production. As a result of this process, steelmakers accurately assessing 1) steel market size and growth potential;
the sites are efficiently laid out to comprise a modern steelworks. competitiveness, mass production and stable supply of high-grade tend to develop on a country-by-country basis, making global 2) Japanese customers’ expansion in a region; 3) needs of local
Most of our 15 blast furnaces, a main facility in upstream process steel products, and high quality, using long-accumulated shares of top-tier makers less concentrated compared to other customers; 4) level of difficulty to enter a market via export
are ultra-big ones with an average furnace capacity of operational and equipment technology, and responding to industries. The steel industry therefore can be described as a (“favoring of domestic production”); 5) level of systematic
approximately 4,300 m® (to be raised to 4,900m?’ after planned customers’ advanced needs. gigantic compound local industry. difficulty to enter a market, etc.
3
shutdown of some), led by No. 1and No. 2 blast furnaces (5,775 m®) ASEAN North America and China
The top-runner approach for continuous improvement in technology level @ Nippon Steel’s strength In the ASEAN region which is geographically close to Japan and In areas such as North America and China, we have
Our top-runner approach is that all steelworks share their enhancement of technical levels. where many of our Japanese customers have production bases, made alliances with major local partners, such as
operational and technical know-how and experience as well as All the steelworks are also connected via a common facility we have built a framework to locally provide similar high-grade ArcelorMittal and Baowu Steel, to develop local bases
daily and monthly KPI data and arrangements work to have management system. Sharing enormous information, such as steel products to customers as we do in Japan. We have invested for downstream production processes by joint ventures.
newly set precedents and methods, and groundbreaking on the problem occurrence rate, component product life, and substantial capital to establish local bases for downstream Those joint ventures supply high-grade steel products by
advances transferred to and shared by all manufacturing installation or engineering work schedule, they seek to production processes which directly link to quality assurance and Nippon Steel’s technical assistance, using semi-products
bases. The PDCA system is in place, enabling the achieve more efficient, optimal maintenance and repair. reliable delivery to customers, while providing semi-finished provided by the partner.

Secondary processing group companies raise added value of steel products @ Nippon Steel’s strength products from our steel mills in Japan to thase local production

bases where they are processed to finished products.

Secondary processing companies of the Main se:gggi%gr;i)égcessing Rudfiness aativiiies
Nippon Steel Group are engaged in Nippon Steel Coated Sheet Galvanized sheets, colored galvanized sheets, coated steel sheets, construction Japanese customers’ Moderate favoring of domestic production Japanese customers’ entry Already moved ahead in favoring of
pp materials entry to the local market (Supply of original sheets from Japan is possible.) to the local market domestic production

manufactu ring and sales of higher—value- Nippon Steel Metal Products Construction materials, civil engineering materials, colored galvanized sheets

Carbon steel pipes for machine structure, welded stainless steel pipes, carbon steel
pipes for building structure

Nippon Steel SG Wire Piano wires, coated wires, oil tempered wires Invested by local majors and established a structure to manufacture ] [ Established a structure to manufacture and provide equally

Nippon Steel Pipe

added secondary processed products, that

respond to end customers’ needs, mainly Geostr RC segments, steel segments, other civil engineering RC products from original sheets supplied from Japan and provide equally high- high-quality products to customers, in alliance with local
quality products to customers, major partners

Nippon Steel Welding & Engineering  Welding materials, plasma devices, optical fiber products

using steel products of Nippon Steel’s

Nippon Steel Drum Drums
parent company as material and the Nippon Steel Stainless Steel Pipe ~ Seamless stainless steel pipes India
Nippon Steel Wire Steel wires for cold heading, hard steel wires, high carbon chrome bearing steel wires
group’s advanced technologies. e Sl ZeiEn High-tension bolts India is anticipating steel demand growth but tends to have Limited, one of India’s four major steelmakers, and entered
. a protectionism trend. The steel market is difficult to enter the Indian market as an integrated steelmaker, to be
How we think about global development [T p20-22 , o o , , ,
) . ) via exports or by building a new steel mill. This is especially engaged in the full range of activities, from raw materials
Overseas steel product production capacity*' (by region and sector) (10,000 tons/year)
the case when by foreign capital. In December 2019, Nippon procurement to upstream and downstream processes,
. Downstream
'::::l"::f Automotive Energy & ap;}’a’ﬂﬁes processing Total Steel and ArcelorMittal jointly acquired Essar Steel India under a new company name, AM/NS India. |:|j b p.71-74
pr(fé?ltcts Bar?_ 6% ;Nlre P'!Bg: s& Crankshaftsz  Resources containers, etc. capacity*?
m 11900 3’700 Medium- to long-term demand expansion and High domestic production ratio (res[?tiri::il:)lr:sn;ﬁr:ce;ueizitt?;:{)::;v;eprliz?(y:i:es
ASEAN 148 13 25 271*10 43 470 470 AR (f) sideel eslusE SIS T 2k particularly for foreigners) .
China 264 9 5 4 100 380 380
- ) v v v
nda 984 60 24 2 4 70 1’050 Maximum use and potential Entered the Indian market as Brown-field acquisition and use of
Middle East 43 45 90 90 expansion of production capacity an insider existing business infrastructure
North/Central *8 *6
America 20 626 1 M 8 1 125 760 780 Captured an opportunity presented by industry consolidation and acquired Essar Steel to profit from steady
South America 790 103* 100*° 100 790*M demand growth in India — Entered the market in India as an insider and expanded production scale
Europe 110 113*7 5 115

As of Oct. 2020 We intend to continue expanding overseas markets with a focus on “markets where we see assurance of demand growth
*]: Companies subject to World Steel Association’s crude steel production statistics (incl. USIMINAS) and AGIS, PATIN, STP, and VSB; *2: Calculated by basic unit conversion s of Oct.

*3 Excl. double counting with integrated mills (Mahindra Sanyo, VSB, Standard Steel, and OVAKO) and double counting due to intra-group supply of original sheet (I/N KOTE, STP) ial? « : »
*4: Mahindra Sanyo 0.24MMT/Y; *5: Incl. VSB 1.00 MMT/Y; *6: Incl. Standard Steel 0.20MMT/Y; *7: Incl. Ovako 1.10MMT/Y potential” and “areas where our technology and product capacity can be used.
*8: Excl. I/N KOTE 0.86MMT/Y; *9: Incl. UNIGAL 1.03MMT/Y; *10: Incl. STP 0.24MMT/Y; *11: Excl. double counting of USIMINAS and UNIGAL 1.03MMT/Y
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Premise in manufacturing: Safety, the environment, and

protection against disasters are the most valuable factors that

take precedence over all other things

Gigantic movable equipment, high-speed rotating equipment, high-temperature molten materials, and flammable gas are
among what are employed in making iron and steel, which therefore is a process of high risk in terms of safety and disaster
prevention, and contaminating the air, water, and soil. It is therefore essential that we assign the highest and most crucial
priority to safety, the environment, and protection against disasters, minimizing the risks. We make sure to operate our
steelworks while adhering to these manufacturing priorities.

[T ¥ sustainability Report 2020 pp. 44-45

ESG Materiality 1-(1)

Safety and health initiatives Safety and health initiatives

In keeping with the corporate philosophy that “safety and
health are the most valuable factors that take precedence
over all other things and they are the basis that supports
business development,” we have firmly kept our
manufacturing priorities in all of our activities. We have

been improving our Occupational Safety and Health
Management System (OSHMS) and strive at making safe
and secure workplaces. The Basic Policy on Safety and
Health is applied to Nippon Steel as well as to related or

subcontracting companies.

Reducing labor disaster risks to zero, and group-wide sharing of effective measures

When planning a new facility investment, we make a safety risk
assessment and for existing facilities, we also make regular
scheduled assessments, to prevent accidents and reduce risks.

We also put in place safeguards and follow safety tips, aimed
for even-greater safety of equipment, and take

countermeasures against human error. We also actively

Safety training

We make efforts to improve training for accident
prevention. The safety training programs are attended by all
newly-appointed managers of manufacturing worksites. Our
Taikan Program (an experience-based safety education
program) allows employees to experience worksite risk
through simulation, with installing new devices such as VR
systems, so as to better prepare them in anticipating and

managing risk.

Accident frequency rate
2.00

promote use of IT in safety measures, such as checking worker
location data via GPS, safety surveillance cameras, and helmet-
mounted cameras.

We compile and make known effective examples of accident-
preventive measures and measures based on analysis of

actual accidents.

Acquisition of third-party certification

In fiscal 2019 Nippon Steel adopted a plan for all our
workplaces to obtain the I1SO (JIS Q) 45001 Health and
Safety certification (published in March 2018) by the end of
fiscal 2021. The Kansai Works Wakayama Area became the
first steelmaker in Japan to obtain it in December 2019,

followed by the Amagasaki District of the same works.

1.50

Domestic manufacturing
industries’

2012 2013 2014 2015 2016 2017

Integrated Report 2020

2018

M

.
1.20 )
Accident frequency rate 0.10 or less
~ e .
~ 089 Zero fatalities accidents
0.30 Domestic steel industries’ (JISF members)
’ *1 JISF “Safety Management Overview, 2018”
Target: 0.10 '
Numbegoglacpld_edntstand
recordable Incidents,
2019 (Fv) accompanied by lost work time

Accident - x1,000,000
frequency rate = “gotal number of hours worked
by all employees

ESG Materiality 1-(2)-®

Promotion of environmental risk management  promation of environmental

risk management

Nippon Steel is promoting management of environmental risk with the aim of continually enhancing preservation of the
environment in various regions, with due consideration of environmental risks, which differ by each steelworks and factory,
and with due consideration to compliance with Japan’s Air Pollution Control Act and other regulations.

Atmospheric risk management
In order to reduce emissions of sulfur oxides (SOx) and
nitrogen oxides (NOX), we are taking measures such as
using low-sulfur fuel, adopting low NOx generating burners
and installing effective equipment, including equipment
that eliminates SOx and NOx emissions. To curb emissions
of soot and dust, we install dust collectors, windbreak net,
and sprinklers and prevent scattering of particles, based on
air pollution risk analysis through scientific simulation. We

also conduct constant monitoring and regular patrols.

Soil risk management
We are taking appropriate measures in compliance with the

Soil Contamination Countermeasures Act, guidelines issued
by the Ministry of the Environment, local government
ordinances, and so on. We report to the local government
when performing landform modification work such as
excavation which is required to be reported. We conduct

pollution surveys when needed.

Disaster prevention

In order to reduce risk of and minimize impact from natural
disasters (i.e., earthquakes, tsunamis, typhoons) and
accidents and disasters (i.e., fires, explosions), we promote
essential disaster prevention improvement measures in
manufacturing sites.

It is critically important to implement disaster preventive

Water risk management

We use approximately 6 billion m® of freshwater a year at all of
our steelworks and factories combined. Approximately 90% of
this is recycled or reused to reduce wastewater discharge. We
have also installed devices such as automatic detectors,
wastewater shut-off gate, and made emergency water storage
pits. Our operational bases in Japan are evaluated by the World
Resources Institute (WRI) Aqueduct to confirm that we are not

prone to high-level water stress.

Management of discharged chemical substances
We appropriately manage the production, handling, and discharge
or disposal of chemical substances in accordance with the laws
concerning the management of chemical substances and the
voluntary control manual developed by the Japan Iron and Steel
Federation (JISF) and ourselves. We developed a voluntary
reduction plan of hazardous air pollutants specified in the
environmental standard, such as benzene and volatile organic
compounds (VOC). As a result of our undertaking, we have already
reached the targets and have maintained the target levels. We
also took the lead to promote use of alternatives to steelmaking
materials and equipment that contain hazardous materials such
as polychlorinated biphenyl (PCB) and mercury.

ESG Materiality 1-(3)
Disaster prevention

and emergency response measures and to protect people,
facilities, and local communities. We have established
autonomous, continual scheme for disaster preventive
initiatives, aimed at enhancing the management function,
while reducing risks and preventing occurrence of accidents
and disasters.

Initiatives on reduction in disaster risks

Our initiatives to reduce disaster

o Corporate-wide implementation of measures against risks exposed by disaster to prevent recurrence

risks include three key initiatives
as shown on the right. We

promote essential disaster

Q Identification of disaster occurrence risks based on risk assessment plant by plant and by each of their
process technology divisions; and implementation of measures in software and hardware to reduce risks
and control residual risks

© Voluntary monitoring (auditing) concerning appropriate implementation of points @ and @, by persons

in charge of disaster prevention in each works; understanding of the control status through sessions with

prevention improvement

managers at the head office; and implementation of corrections if needed

measures in manufacturing sites,
with a goal set at zero serious Specific initiatives

disaster-related accidents.

Group companies disaster prevention

Prevention of disaster recurrence
(mitigating risks exposed by disaster)

Disaster prevention risk assessment

management (identification of new potential disaster risk)

Third-party monitoring toward
enhancing safety competency in
steelworks

Measures against earthquakes and
tsunami disaster prevention

Measures to mitigate existing risks
(measures for disaster prevention equipment)

Auditing concerning
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ESG materiality 2-(1)

Quallty management Quality control and guarantee

Quality management is one of the most important aspects in obtaining the trust and satisfaction of customers in the

provision of products and services. All of our relevant employees are responsible for thorough quality management.

In coordination with product units and individual steelworks, the Company's Quality Assurance Department promotes
measures to cope with Groupwide quality control and assurance issues.

Concrete measures to enhance the quality management system

Nippon Steel’s quality management system is based on
autonomous quality management activities of each product
type business division of a Group company, including overseas
ones and each steelworks. The status of each is checked
through auditing of the Quality Management Division in the
Head Office.

The key points of this inspection include compliance with the
guidelines* of the Japan Iron and Steel Federation; compliance
with standards and specifications; and confirmation of
continual improvement activities for quality internal control.
The auditing plan is written once a year for each steelworks
and once every three years for each office of group companies,
in order to reduce quality risks. We also receive external
reviews, such as I1S09001 and JIS certifications to raise the
credibility of the quality management system. Information on

quality-related examples is promptly shared across the group

and at appropriate times measures are launched to resolve
issues through standardization, systemization,
automatization, and other action, to raise the credibility of
identification as well as testing and inspection of actual
products.

In addition, diverse opportunities to acquire basic knowledge
on quality compliance and quality management are provided
internally and for group companies, and an e-learning program
is offered to those in charge of quality compliance and quality
management every year, to assist them to expand knowledge.
For overseas group companies, the e-learning program is
developed and delivered in each local language. We thus
strive to raise quality awareness of all group employees.

Using leverage of our quality management organization, we
will continue our daily efforts to improve customer

satisfaction and further raise our branding power of trust.

* Guideline Toward the Enhancement of Quality Management System(JISF, revised August 2016)

Quality management structure

Board of Directors
(receive reports)

Corporate Policy Committee
(deliberate important issues)

Quality Management
Committee
Members: Executive Vice
President in charge; Head
of each Unit; Head of each

Group companies Auditing by the

Quality Management

Meeting of Unit Heads
in charge of quality

> Committee of
Department Heads in
charge of quality

Auditing by the J/
Quality Management T ST .

Quality Division Quality Management Division ;
Coordination ( ) Division Quality Management
Meeting Sharing information (head office) Sharing information™: Divisions
on quality-related on quality-related Quality Control
examples Divisions

examples :
ﬁ: Steelworks
External institutions 'J : : )
Alliance Internal management
The Japan Iron and External examination R g ............... :
Steel Federation, bodies

ASTM, etc.

Integrated Report 2020

1S09001, JIS, and Internal
other external
auditing

manufacturing bases

IEE® Broad-based customer base () nippon steets strength

In terms of Nippon Steel’s sales by industry, the manufacturing sector represents

60-70%, of which roughly 30% is the automotive sector, and the civil engineering

and construction sector occupies the remaining 30-40%.

The sales contracts to the manufacturing sector tend to have a higher portion of
tied (long-term contract) sales contracts, based on our long-term business
relationships with customers. We carry out R&D activities jointly with these
customers, develop and manufacture steel products with high functionality, and
make proposals for solutions and improvements, such as relating to component
design and manufacturing method, in addition to supply of materials, responding
to their needs. Moreover, we have established an overseas supply network of steel
products, to satisfy needs arising from the customers’ global expansion. We have . Industrial

thus strived hard to be a partner contributing to these customers’ value creation.

Shipment breakdown by customer sectors

Domestic  Exports g Automobiles ﬁ
—

Il Shipbuilding

machinery

manufacturing

The high-grade steel product technology and solution proposal capacity of g Other E

Nippon Steel have been developed by responding to needs of internationally-
competitive manufacturers in Japan. Together with our global production Civil engineering & m

framework, which supports the customers’ global development, they have

» p.a7-52

become a part of Nippon Steel’s strength.

Sales contracts of steel products

@ Tied (long-term contract) sales contract

Based on full sales of Nippon Steel (non-consolidated; FY2019;
excluding semi-finished products)

Columnl

@ Retail sale

Contract that a steelmaker produces steel products according ~ Contract that a steelmaker sells steel products to retailers and trading firms
to a customer’s specified order (price, volume, specifications, without end users being specified. The retailers and trading firms stockpile the

etc.) and sells them to the customer via an intermediary
trading firm.

steel products which are purchased at their responsibility and risk, and sell them
by their own sales efforts, taking into account the market and other conditions.

IEX® High presence in growing Asian region () nippon steets strength

Out of Nippon Steel’s steel products produced in Japan, roughly 50-60% are consumed in Japan and the remaining 40-50% are

exported. ASEAN countries, South Korea, China, Taiwan, and elsewhere in Asia represent about 70% of the exports. Being

closely located to the Asian market with its high growth potential in steel demand is one of advantages of Nippon Steel.

Japan’s No. 1 and the world’s No. 3 in market share (3:) Nippon steets strengtn

Nippon Steel is Japan’s top steelmaker, dominating
roughly half of the market.

In global terms, former Nippon Steel had had the No:1 share from
1970 to 2000 (except 1998 and 1999). Subsequently, there were
consolidations and reorganizations of global steelmakers, and

emergence, consolidation, and reorganizations of Chinese

steelmakers, along with China’s rapid growth in steel demand and

production volume. At present, Nippon Steel is No. 3 in the world.
We now aim at “becoming the best steelmaker with

world-leading capabilities,” not the largest in scale, by

» «

using our three key driving forces, “technology,” “cost,”

and “being global.”

Other World ranking in crude steel production volume

17% 849 million tons in 2000 1,346 million tons in 2007 1,842 million tons in 2019

° 1 Nippon Steel 28.4 % 1 ArcelorMittal 116.4 1 ArcelorMittal 97.3

Company B ‘ . 2 POSCO 217 2 Nippon Steel 357 — 2 BaoWu 95.5

7 Nippon Steel 3 Arbed 241 — 3 JFE 340 >3 NipponSteel 517

% 47 4 LNM 224 — 4 POSCO 311 4 HBIS 46.6

Japan’s % 5 Usinor 21.0 = 5 Baosteel 7.7 5 POSCO 431

crude steel * Thyssenkrupy 117 oy vl W A— T —

. yssenKrupp g ngang . ngang .

production 8 Baosteel 1.7 8 Shagang 229 8 Jianlong 312

volume by 9 NKK 160 - 9 Tangshan Steel 233 9 TATA 294

Company A——~ makers 10 Riva 15.6 10 U.S. Steel 23.2 10 Shagang 29.3

29% 11 Kawasaki Steel  13.0 =

12 Sumitomo Metals  11.6 20 Sumitomo Metals 11.6 = Source: World Steel Association
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Business summary by segment

Three non-steel segments support the steelmaking business and provide

excellent products and services to society () Niopon steet

The Nippon Steel Group generates close to 90% of revenue

from the steelmaking business.

Chemicals and

s strength

Materials — System Solutions
Nippon Steel’s three business segments, which are derived 4% 1 5%

from the steelmaking business, support and generate
synergy with the steelmaking business, and are also
engaged in business with companies outside the Nippon
Steel Group, by using technology, products and services
developed in the Group. Each of the three segments has
grown to have revenue of ¥200-400 billion, achieving top-

class profit levels in their respective business field.

Engineering and
Construction

(consolidated basis)

6% ¥5,921.5bn

Steelmaking and
steel fabrication

86%

Customers

i

Steelmaking and steel fabrication

Steelmaking by-product recycling

Design and installment of steelmaking
facilities

Use of development seeds and basic

technology

Response to multi-material needs

{

Engineering and Construction

{

Chemicals and Materials

Environment and energy Coal chemicals Chemicals

Urban Steelmaking Functional Composite

infrastructure plant materials materials
v v

IT consulting

IT outsourcing

Provision of IT solutions to the
steelworks and head office

{

System Solutions
DX promotion

Modernization

v

Customers

Revenue
(consol.)

(billion yen/year)
Net sales (JGAAP) up to FY2016
Revenue (IFRS) from FY2017

Business profit
(consol.)

ROS (Return on Sales)

Regional Revenue
(consol.)

FY2019 results (billion yen/year)
Ordinary income (JGAAP) up to FY2016

Business profit (IFRS) from FY2017

NIPPON STEEL

61779
56100 59215
55162 5130

2013 2014 2015 2016 2017 2018 2019 (FY)

North America

361 336
Europe ‘ ’ .
’—~ 65% .
Middle East
Asia— |
(120.0)
o
Japan 8%

4517 [dJ» p.55-58

Central/South America
’—Afrlca

(884)
2013 2014 2015 2016 2017 2018 2019 2020 (FY)
(]

Engineering and Construction

Chemicals and Materials

System Solutions

Segment company Nippon Steel Engineering Co., Ltd.

Nippon Steel Chemical & Material Co., Ltd.

NS Solutions Corporation

Synergy with the Design and installment of steelmaking
steelmaking business facilities

By-product recycling; use of development
seeds and basic technology

Provision of IT solutions

Sectors developed from

steelmaking Environmental and energy engineering

Functional chemical products; circuit board
materials

Operational solutions to the financial sector
and government offices

FY2019 revenue ¥340.4 billion

¥ 215.7 billion

¥ 273.2 billion

Ratio of intra-group

0,
revenue Around 20%

Less than 10% (procurement of tar as raw
material from steelworks)

Around 20%

Based on long-accumulated steelmaking
and other technologies, Nippon Steel
Engineering undertakes many projects
worldwide in six fields: steelmaking
plants; environment; energy; offshore
steel structures; building construction
and steel structures; and pipelines.

This segment strives to develop demand
for functional products for electronics
materials, such as display materials,
epoxy resins, circuit board materials and
organic EL materials, in addition to needle
coke, diverse aromatic products, and other
diverse carbon-related original products.
Based on materials expertise gained
from steelmaking, this segment provides
original materials and components

that are indispensable to leading-edge
technology fields, with primary focus

on the three areas — semiconductor

and electronics, industrial basics, and
environmental and energy area.

In keeping with the advent of widespread
use of digital innovations in IT for
business, NS Solutions provides IT
business solutions, including uses of

the cloud, 10T, and Al, to a wide range of
sectors by applying its extensive insight
and advanced practical IT capabilities
acquired in the steel manufacturing
business.
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Steelmaking and
steel fabrication

Engineering and
Construction

Chemicals and
Materials

4,939.2 94545

4,877.9

2013 2014 2015 2016 2017 2018 2019 (FY)

3567
3486 3404

2013 2014 2015 2016 2017 2018 2019 (FY)

2673
2491 247.0

2013 2014 2015 2016 2017 2018 2019 (FY)

2675 2732

2442

2013 2014 2015 2016 2017 2018 2019 (FY)
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52573  North America

Middle East

Asia—

Central/South America

e “*’—Afrlca
u

(130.0)
Japan -6.2%

(3253)

2013 2014 2015 2016 2017 2018 2019 2020 (FY)
®

77 187
4%

Europe
Asia— i

Japan

North America
Europe ‘i

Asia—+—

2013 2014 2015 2016 2017 2018 2019 2020 (FY)
®

Asia 05% 95% 2220 _96%
o
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Japan
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&------ Major applications and product examples ---+-->

Products and applications

The Nippon Steel Group manufactures almost all types of steel products manufactured in the
world and has a comprehensive supply system, which includes secondary processed products.
Applications also extend to the manufacturing, resources and energy, civil engineering and
construction and all other industry sectors.

Technological prowess that brings out diverse properties and infinite
potential of steel (¥,) Nippon steets strength

Diverse properties and infiniie potsnifal of steel

Strength Weldability Heat
resistance MafeHals
Paintabilit
Toughness Yy cold Secondary
Robustness | Magnetism resistance Proiesfed
- Corrosion Weather I_S deect
Workability resistance resistance o products

Design Methods

Abundant resources Mass production

Wealth of product groups (%) nippon stees strength

Supply of steel products Contribution to customers

Lightweight| Process Energy Reduction in
saving saving environment impact
Lon
pmducgufe High yield Safety Appearance design
te. }

No hazardous substance
=)

Long-term Global Product Overseas
stable suppl: b production
supply systen); capability

Steadily, globally, and over a long time we have been providing products and services that respond to customers’
needs, contributing to their value creation and to sustainable growth of society. What we offer includes materials
that bring out diverse properties and infinite potential of steel, solutions such as for customer-specified
component design and production method, and diverse secondary products.

Contribution te SDES in SeCiEky ==
SUSTAINABLE ™ s
DEVELOPMENT ‘«..SALS

Safe, reliable living

Disaster prevention and reduction, National Resilience

Vellue realized by Mippen Stzel

Infrastructure to build in emerging countries
and to rebuild in developed countries

“Lavorsaving | comtor: |

Products and technological solutions in growth areas

L Energy preservation, climate action, recycle-oriented society

y

<............................................................................................ Product types -....................................................................................................................................)

Steel sheets Flat products Bar & wire rod Construction products

Hot-rolled steel
sheets

Cold- rolled steel
sheets

Electrical steel

Steel pipe piles
Structural
shapes

Galvanized steel
sheets

(%)

=3 > =3 =
m
m

~ o+ ~ -
0

Electrolytic
tinplate
............... AUtOMOtive +-vv+severeneees  eeeeeneenees ShipbUilding «+eeereeesees eeeeiiiii s AULOMOLIVE s v v reeeneeies sreeeeieeeneens RAlWAY e eees

High-tensile steel sheetas NSafe™-Hull (highly ductile steel plates)  Steel cords for tires 150-meter rails

= Absorbing Ultra-lightweight
ot C on energy -
4 ; j

High strength

No need of welding

Reduction in rail
maintenance

High strength
Lightweight

Preventing oil
Workability spill o
Enhanced passenger .
-+ Electrical appliances, office equipment - - comfort rﬁﬂ
VIEWKOTE™ (pre-painted steel sheets) .
- - R . . Steel for high-strength
= IEEEIRELEEEY Industrial machinery = «-++«---- suspension springs - -+ Civil engineering and construction - -+
™ 1 1
Appearance design ABREX™ (abrasion resistant steel plates) NSHyper Beam™
" Abrasion- Uniform depth and
N~
— size series

................. CONtAINErS s+ vvvvneneunennns Workability _

™ (tin- Design simplification
CANSUPER™ (tin-free steel) Weldability

Corrosion resistance

Printability
Hat-type sheet piles

Workability

Reduction in
constru me

7% nickel steel

Ultra-low-
temperature

Lacquer adherence

strength and

Low iron loss
toughness

Energy saving

----- Civil engineering and construction ----+  --- Civil engineering and construction --- "~ Civil engineering and construction ---  NM segment
SuperDyma™ CORSPACE™ Steel for high-tension bolts Sré : Ct;f al
Corosion
vag, High strength Reduction in
Reduction in Durability
High-corrosion resistance in the frequency to - - Redu
plane and end surfaces paint Lightweight waste soil
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Stainless steel
(Nippon Steel Stainless)

Titanium
sheets
oo einidien
PR )
dﬁ ——
Titanium
foil

R
Titanium
ingots

Railway, automotive and

machinery parts Titanium

Pipes and tubes

Q)P

Railwa
Seamless pipes and tubes Crankshafts

............. AUtOMOtiVe «+-v-e-eveeeee  weweoeoe Railwaysand aircraft «-e-o-oco eeeececiiie AULOMOLIVE <weveverecres  eeeeeeiiiies AULOMOLIVE oeeeeeresenes

Bar and rod materials

Welded pipes and tubes

Pipes and tubes for hydroforming Railway wheels Titanium alloys for mufflers Stainless cold-rolled sheets

Pipes and tubes for suspensions - —
(Pip P ) High strength
Closed-section '
structure Sound insulation | &
High strength Brake heat
resistance

Lightweight

[ Corrosion resistance ] [Lightweight] [ Corrosion resistance ]

High-temperature
resistance

Lightweight

Bogietrucks L RCrat e, Consumer electronics «=«-----

................ Afrcraft seeeeeeeeeeeenen i
................ ENergy «-eeeeeeeeeeens Durability Titanium alloys for aircraft Stainless cold-rolled sheets
Pipes and tubes for ultra-supercritical
thermal power plant boilers Comrfggabm
ides

High-
strength

Corrosion
resistance

High-
temperature

corrosion

Crankshafts
resistance | MMNEMEIMMESEE @ ——————— =000 ceeeeeeeees

High strength . TranTixxii™
W Appearance
w =

OCTG, line pipes
High strength

Durability
--------- Industrial machinery ---------

Corrosion
resistance
Permanent magnet retarder
-+« Civil engineering and construction - -- Ener T
X rgy
Pipes and tubes for structures saving
High strength o 2

Corrosi
b

--- Civil engineering and construction -- -
........... Civil engineering ««+-««--- Stainless cold-rolled sheets

TP method and Titanium foil method Corrosion
resistance
g Lightweight

Appearance
design

rrosion
stance

Appearance
design
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Products and solutions that design
the future of automobiles

Mission: to design the future of automobiles Total solution
proposal for
responding to
underlying
needs

Realize energy Seek ultimate

saving performance Raise safety 5

Advanced
technological

Global
achievements

E ol — nen Five strengths | Know-how in
. . .. and credibilit, q . N
Nippon Steel’s role in designing IS Y/ in designing materials
the future of automobiles / the future of

automobile

: -

Infinite

Making steel- potential of

based multi-

Harmonize with the

Pursue comfort NextGen Environment Support safety materials ste(;:aa;:;tlure
Automobiles are changing with the changing times: no more production. We propose comprehensive solutions desired for
need to drive, emergence of alternative energy sources, and new kinds of automobiles.
vehicle-to-vehicle communication. New concept cars are We imagine not only the future of automobiles but also
going to be on the road in various parts of the world. In such matters of the surrounding future of the automobiles,
an environment, what can Nippon Steel do? including the lives of drivers and passengers, the streets,

We pursue infinite potential of steel and strive to develop roads, and highways used, and the global environment.
steel-based multi-materials. We keep trying to advance We take it as our mission to be a partner in designing
materials as well as their structural design and method of such a future.

Method solution Structure and Performance
technology and Material development function design evaluation
equipment solution technology solution technology

Exclusive parts for
hybrid, electric, and

Inner/outer
panels

Suspension and Power train/ Electric
wheels drive shaft components

Body framework

fuel cell vehicles
(HV, EV, FCV)

A High - Iness, High
Downsizing eﬁ’lcli?ancy Durability Safety Pmmgg; prodL:gtivity

Pursuit of innovative Improved function of Coping with the Coping with
body structure powertrain environment electrification
Column!

An all-steel vehicle body that achieves an approx. 30% weight ®_
reduction (equal weight to an all-aluminum body) NSafe AutoCancept

Nippon Steel is proposing an automobile design concept NSafe™-AutoConcept, which enables a 30% weight
reduction with an all-steel body. Our solution proposal is to use enhanced properties of steel, mainly by use
of high-tensile steel sheets, and to make maximum use of the structure and function designs, method of
development (including joint design), and performance evaluation, all of which could effectively bring out the
material properties. The NSafe™-AutoConcept can make an all-steel vehicle body achieve weight reduction
equal to that of an all-aluminum body. It can also contribute to enhanced collision safety.

For achieving further lightweight, we intend to continue targeting maximal use of the potential of steel but at
the same time we will make groupwide efforts at other approaches to making multi-material mainly from steel.
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Unique products that assist drilling for
energy (natural gas) resources

Nippon Steel provides products and technology, aimed at assuring stable supply of energy to people day after day.

Emerging countries’ economic growth is projected to expand the
global energy demand. Need to develop gas fields has been increasing
in particular, as natural gas has lower CO, emission at the time of
combustion, relative to coal and oil, and is hence regarded as
preferable energy in terms of environmental preservation and
economic development.

Nippon Steel’s seamless pipes
We help enhance efficiency in natural gas production and
reduce development cost in gas fields, contributing to energy

infrastructure building in various countries.

We provide high-strength high
alloy seamless pipes with excellent
corrosion resistance, to be used in
the harsh corrosion environment of
natural gas drilling.

Nippon Steel’s material line-up and the drilling environment

We have developed high alloy steel products, which can be used in the environment, for containment of high-pressure
carbon dioxide gas and hydrogen sulfide. Our line-up includes martensitic stainless steel, duplex stainless steel, and nickel
alloy, select of which is made according to the usage environment.

We were the first in the world to establish mass production technology of large-diameter high-alloy OCTG, using the
piercing and mandrel mill rolling method. We are thus providing solutions to help reduce gas field development cost.

10° High alloy OCTG

-~
S
_% £ 102
§ E 10 High nickel alloy
2
L
107
102 Corrosion resistance low alloy steel
. (sour service steel)
10°

10 10 10 107 1 10 102 10®

CO, partial
pressure

H.S partial pressure > Harsh environment

Nippon Steel is committed to supporting natural gas development by providing the world’s top-class
energy-related products and solutions.
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Solutions for National Resilience

In recent years in Japan, natural disasters such as earthquakes,
tsunamis, powerful storms, and typhoons have occurred more
frequently and with greater severity geologically and
geographically due to crust fragility associated with being
located in plate boundaries, and due to impacts of global-scale
climate changes.

The national land and diverse infrastructure have to support
and protect people’s everyday life and safety from these
disasters. Construction of new and added facilities and
measures against the aging or declining performance of
existing facilities are in urgent need. Other important
challenges are to eliminate missing links for rapid post-disaster
restoration and subsequent speedy reaction for supporting
functions. Policy also assigns importance of measures aimed at
becoming a tourism-oriented country.

Among 169 Sustainable Development Goals adopted by the

United Nations is included a goal to “develop quality, reliable,

sustainable and resilient infrastructure, including regional and
transborder infrastructure.”

The Japanese Government is also taking up “Sustainable and
Resilient Land Use, Promoting Quality Infrastructure” as one of
issues. The Government has promoted a “three-year emergency
response plan for disaster prevention, disaster mitigation, and
building national resilience” budgeted at around ¥7 trillion
since fiscal 2018. The next plan named the “Basic Policies on
Economic and Fiscal Management and Reform 2020,
overcoming crisis towards a new future,” was approved by the
Cabinet and measures to build national resilience are
anticipated to be seamlessly enhanced and implemented.

The Nippon Steel Group is committed to providing various
solutions for national resilience, making use of its diverse
manufacturing methods, product development capacity,
abundant achievements in technology proposals, and

nationwide product supply capacity.

Measures against natural disasters, triggered by climate change, etc.

eCo ECO p I’Od u CtSTM (What we produce is “Eco-friendly”)

PRODUCTS
@ Nippon Steel’s eco-friendly products help reduce environmental burden.

Our products have advanced or highly specialized functions and reliability, that are based on our
technological capabilities, and are widely used in diverse areas of society. They contribute to promote
(1) measures against climate change by energy saving and COz emission reduction; (2) creation of a
circular economy by prolonging product life and improving recyclability; and (3) environmental risk
management by preservation of the environment and control of chemical substances.

Promoting measures against

climate change Nippon Steel is contributing to reduction in CO; emissions through improved fuel efficiency such as
(Saving of energy and a by customers’ use of high-tensile-strength steel sheets, which are thinner and more lightweight.

reduction in CO, emissions)

Improved construction efficiency Energy conservation from
for civil engineering lighter, faster-speed railways

Wire rods for high-strength X K
suspension bridge cables Wheels for high-speed railways

Improved construction
efficiency for civil engineering

Hat-type steel sheet piles

i i Restoration Aging
RISkzé{]uitiJﬁgu"e Earthquakes Tsunamis Szor?osoanr;d (emergency and | | infrastructure
yp permanent) (extended use)
P . . . .
High . Short .
requred tosieel  Strength  Impact RS construction  OHERE
R Toughness resistance Touahne time, Rapid Variabilit
products Lightweight oughness —installation ariapriity Outcomes to be
. . .

.

Enhanced efficiency of
motors for hybrid vehicles
Highly-efficient non-oriented X

electrical steel sheet Steel cords for tires

Promotion of energy conversion

achieved Seamless pipes and
tubes for hydrogen refueling stations

Weight reduction and
better fuel efficiency for automobiles

Agricultural
water use

Application areas
of steel products

Harbors,
airports,
and fishing

Nippon Steel’s solution examples for national resilience

Control of

sediment
s and

landslide

Disaster
prevention;
disaster
mitigation

Labor-Saving, Reduction in

REV] impact

Seashore

Manpower- environmental

Promoting environmental

risk management

(preservation of the environment
and control of chemical substances)

Enhanced maritime safety of ships
Steel plates for enhancing collision safety steel sheet for home appliances

NSafe™-Hull

Promoting the creation of
circular economy
(prolonged service life and
improved recyclability)

Nippon Steel is contributing to reduction of environmental risks by realizing the same performance,
which used to be achieved by adding lead and other substances of concern, without doing so, and
by providing steel products that curb noise generation in the use of the products.

Chemical conversior
0% Threadingareainpipeedge | [ldi® Connection (Coupling)

Electrolytic chromatefree zinc-coated Eco-friendly products for the energy
sector OCTG connections

NS ZINKOTE™ Black CLEANWELL™DRY

Nippon Steel is contributing to prolonged product lives by providing corrosion-resistant, abrasion
resistant steel products, that respond well to usage and the environment to be used. We are also
contributing to promoting a circular economy by adding various functions to steel, which has
extremely high recyclability.

Storms and typhoons; control of - Earthquakes and tsunamis; road and railway;
sediment and landslide Storms and typhoons; rivers buildings and structures

Steel-slit dams Hat-type steel pile sheets NS ECO-PILE™ method

Capturing of giant rubble and
driftwood in debris flow

Construction with no waste soil, and
high pull-out strength

Enhancement of river banks
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Prolonged service life and enhanced Enhanced corrosion resistance for home

Highly recyclability and
weight reduction durability and reliability for the appliances and construction products
Ultra-thin tin laminated steel foil construction industry High corrosion resistance coated
(steel cans) Titanium roofing steel sheet, SuperDyma™
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eco ECO SO I.Ut' O n (Sharing our “Eco-solutions”)

SOLUTION

&

The Nippon Steel Group’s technologies help solve the environmental challenges of
various countries throughout the world.

With the understanding that the transfer of Japan’s advanced energy-saving technologies overseas
can be one of the most effective ways to globally reduce CO: emissions, Nippon Steel is participating
in global energy-saving and environmental initiatives in various ways including multinational and
binational undertakings, such as cooperative activities with China and India.

—

Overseas steel industry’s CO. emission reduction effects by introducing Japan’s
energy-saving equipment (Cumulative basis to FY2018, JISF)

The CO; emission reduction effects achieved by Japanese companies’ energy-saving technologies transferred
overseas have amounted to 65.53 million tons a year in total.

€O emission 65 53
reduction effects Total ° million tons per year

Dj ) Please see p.30 of our
Sustainability Report 2020

)

—

A q Sinter
Sintering

Iron ore % 2 e B

Waste heat recovery

CO, emission reduction effects

0.88 miltion tons per year

By-product gas ‘
Coking coal %

Coke dry quenching equipment

(«b[0}106 units

€O, emission reduction effects

Coke oven Coke

20.74 mittion tons per year

[

Top pressure recovery

€O, emission reduction effects

11.50 miltion tons per year

; Blast p ;
) furnace

ig iron

|

Oxygen converter gas

€O, emission reduction effects

By-product gas

8.21 mittion tons per year

, 4

% Steel

Power generation
facility

Oxygen
conggrter

High-efficiency gas turbine
combined cycle

GrCC
€O, emission reduction effects

23.30 miltion tons per year

Converter gas sensible heat recovery

€O, emission reduction effects

0.9 mittion tons per year

J

Japanese steel industry’s international
cooperation in energy conservation

As a core member of the Japan Iron and Steel
Federation (JISF), Nippon Steel is involved in
multinational projects, such as those for the
Environment Committee of the World Steel
Association. In addition, the JISF is promoting
1) joint meetings of public and private steel-
related parties, 2) preparation of customized
list of technologies, and 3) assessment of
steelworks as to energy-saving status. These
are the three pillars of collaboration for
bilateral energy-saving and environmental
cooperation with India, Southeast Asia, and
other countries and regions.

.y w—
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Expansion of world use of the Japanese steel industry’s energy-saving technologies

(Numbers represent the number of units)
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The Coke Dry Quenching (CDQ) power generation equipment uses the waste

heat, which is recovered while the hot coke is quenched with inert gas.

*106 units of CDQ equipment are all from the Nippon Steel Group (Nippon Steel Engineering).
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Minimizing waste

Measures to prevent climate change (CO. emission reduction)

Nippon Steel has been working on CO, emission reduction
from diverse starting points: improving efficient use of
energy generated in steelmaking process (i.e., power
generation from recovered by-product gas and waste heat);
making operational improvements in each process; and use
of waste plastics. As a result of these continual efforts, the
Nippon Steel Group emitted 94 million tons of CO, in fiscal
2019, which represented reduction of about 12% compared
to fiscal 1990.

* Please see page 75 for calculation method, aggregation range etc.

Nippon Steel Group’s energy-derived CO: emissions

CO: emissions, Scope 1 (left scale)
(million

CO:2 emissions, Scope 2 (left scale)
— €Oz emission for each ton of crude steel production (tons of CO/ton)

tons of C02) .
120 (right scale) 290
106 107 2%) 270
100 99 9% 9 f
927 7117107107107972'50
89 89
78 86 87 2.30
— i — B ——
64 5 210
— | 202 g9 201 2.02 N =
0 0
1990 (2015 2016 2017 2018 2019 (FY)
(preliminary)

Promotion of in-house zero emissions
Contributing to construction of Circular Economy

In the iron and steel-making process, over 600kg of by-
products, such as steel slag, dust, sludge, and used
refractory bricks, are generated for each ton of crude steel
produced. In fiscal 2019, Nippon Steel produced 39.54 million
tons of crude steel and generated 24.93 million tons of
by-products.

The majority of these by-products are recycled inside and
outside the company. In fiscal 2019 our final disposal of
industrial waste amounted to approximately 290,000 tons,
partly due to one-off factors, but the recycling rate was
maintained at a high level of 99%.

Nippon Steel’s final disposal amounts
(10,000 tons [wet]/year)

100 Recycling
91.1 rate
80 99%
National
60 | _target
52.8 FY2020 vs.
FY2000
40 - 381 334 38.0 70% decline
250 24.8 263 256 266 289
20
0
2000 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 (FY)

Including one-off generation of discarded bricks and other waste (26,000 tons) resulting
from construction works in fiscal 2019

Past figures are retrospectively revised by adding the amount generated by Nippon Steel
Nisshin, which was absorbed in April 2020.

Promotion of environmental risk management

Nippon Steel is promoting atmospheric, water, and soil risk
management. Specific measures include installation of effective
equipment to reduce emissions of sulfur oxide (SOx) and
nitrogen oxide (NOx) and to curb emissions of soot and dust;
enhancement of constant monitoring and regular patrols;
installation of devices such as automatic waste water detectors,

waste water shut-off gates, and emergency water storage pits.

Emission of SOx and NOx

In accordance with the laws concerning the management of
volatile organic compounds (VOC) and other chemical substances
and the voluntary control manual developed by the Japan Iron
and Steel Federation (JISF) and Nippon Steel, we appropriately
manage and try to improve the control of production, handling,

and discharge or disposal of chemical substances.

Emission of VOC

(10°Nm?) sox [l NOx (ton/year)
100 1,500
e Target
80 arge
1.200 1,106 —
60 900
“0 = 600 630 624 573 627 639
28 29 28 27
20 25 26 200
— 13 14 14 14 14 14
0 0
1973 1975 2014 2015 2016 2017 2018 2019 (FY) 2015 2016 2017 2018 2019 (FY)

Past figures are retrospectively revised by adding the amount generated by Nippon Steel
Nisshin, which was absorbed in April 2020.
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AN

FY2019 Results

2020 Mid-Term Management Plan targets

Nippon Steel’s crude steel production

Decline in steel demand in Japan Japan’s steel product demand (non-consol.)
Nippon Steel set ROS (Return-on-Sales) of 10% and ROE to refurbish production facilities. The tactics for profit (MMT/FY) (MMT/FY)
. . . . . ! . In Japan, demand for indirect exports, 6972 os 45.67
(Return-on-Equity) of 10% as its targets for fiscal 2020 in improvement include the following measures: 1) restoration : T ass 1 4496 -
) . ; . . mainly for automotive parts and industrial 4292 42.62
due consideration of the cost of capital, expected return for of production and shipment volume to the crude steel 8510 o 250 148 4217 41.00
. . . . . machinery, had been depressed, breakin T 6217 [ ™5 :
shareholders, desirable profit level for becoming the “best production level of 45 million tons/year; 2) margin i o P ) 9 soa2 1 6142 o o I e e N EEEEE I 39.54
. . e . - . past the 60 million ton level in fiscal 2019, el I B B e B W | 58.86
steelmaker with world-leading capabilities,” maintenance improvement; 3) ¥150 billion annual cost reduction over the s12
. . ) . . for the first time in 10 years since the -A-+-+-HHH+HHHHHHH —
and improvement of credit ratings, and other factors. three years; and 4) profit improvement of group companies, NN BN BN BN BN BN BN NN BB -
lobal financial crisis.
We have made a specific plan to achieve 10% in both ROS including generation of synergy with Nippon Steel Nisshin, g I B B B EEEEEEEN |
. . . . . Nippon Steel’s crude steel production B BB BB BN —
and ROE in the 2020 Mid-Term Management Plan (FY2018- Sanyo Special Steel, and Ovako, which recently joined the oo iRl ppppEpERERRBORRD
. . . (non-consolidated) was alsobelow40 T T T T T T T T T TTT I TTITTIITITITIIT
FY2020) by profit improvement, which should more than Nippon Steel Group. B2 2:c2ELEEER Ly

2008
2009

) . _ ) million tons at 39.54 million tons for the
offset an increase in depreciation expenses for investment

first time in a decade. NP St P S esars
Fiscal 2019 business environment Increase in purchasing cost, other than that of main raw materials
The business environment surrounding Nippon Steel has significantly changed from what we initially assumed in devising Further aggravating the situation is an increase in other materials, and prices of coke purchased from outside
the Mid-Term Management Plan to the unprecedented harsh environment. purchasing cost, other than that of main materials of iron have all been rising. As a result, the cost per ton of steel
ore and coal. In the last several years, prices of alloy metals product has cumulatively risen by about ¥5,000 since 2016.
Higher raw material prices and lower steel product prices . . . . . .
g P P P (i.e., manganese, molybdenum, vanadium, etc.), freight This cost increase has not been fully reflected in sales
Demand for steel products had been relatively favorable up has been at all-time high, mainly driven by long products rates for imported raw materials, oil prices used for prices, hence, resulting in a slimmer sales margin for us.
to 2018 but has slowed down and has been depressed since used in civil engineering and construction, resulting in shipping fuel and fuel in steelworks, cost of refractory and
2019. On the back of the prolonged U.S.-China trade friction, boosting prices of iron ore and other material prices.
the global economic slowdown has depressed the global That is why “depressed demand and market for steel Fiscal 2019 result summary
steel market, mainly through a drop in demand from the products” and “high-level prices of raw materials and fuel”
L . S Under that harsh business environment, we recorded a The recording of ¥482.6 billion impairment losses mainly
manufacturing industry. occurred simultaneously, resulting in an unprecedented
. . , N s . . consolidated business loss of ¥284.4 billion and loss on tangible fixed assets of domestic steelworks has
In the meantime, China - the world’s largest steel combination of “higher raw material prices and lower steel
. . . ., ) . attributable to owners of the parent of ¥431.5 billion - the significantly affected the results. However, even excluding
producing and consuming country - has been actively product prices.” In the export commodity market, in
. L . . . . worst loss ever in both. the impairment losses, the fact remains that consolidated
investing in infrastructure, as a part of stimulative particular, the sales margin of steel products has become
. . . . business profit substantially deteriorated.
measures by its government, and its crude steel production slimmer.
Consolidated busines profit
China’s average daily crude steel production  Market price of iron ore Market price of steel products (bn) I Consolidated busines profit (consolidated ordinary profit, up to FY2016) — ROS %)
(MMT/D) (US$/dmt) — Fine iron ore market (Us$/ty  — East Asia hot coil market price (CFR) 500 10
35 120 700 451.7
400 8.1 8

361.0 Down ¥260.4 bn due to

300 6.5 business deterioration

3.0 / 90 I\ 525 /\/\/\ 200 . 4

VV‘W 100 87.7 . 2

. 0

2.5 /\/\ 60 ‘ A ﬂ 350 100 )

V U W E -

l\/ w W\"\}‘l Down ¥360.9 bn due to

500 impairment losses, etc. 4

-300 -6

; . . 4284.4 o
4 7 10 1 4 7 10 1 4 7 10 1 4 7 4 7 10 1 4 7 10 1 4 7 10 1 4 7 4 7 10 1 4 7 10 1 4 7 10 1 4 7 Before posting of _After posting of
2017 2018 2019 2020 (FY) 2017 2018 2019 2020 (FY) 2017 2018 2019 2020 (FY) 201220132004 2015 2016 2017 2018 impairment losses  impairment losses
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Business deterioration

Consolidated business profit, excluding impairment losses,
decreased by ¥260.0 billion from the previous year to ¥76.5
billion in fiscal 2019, mainly due to a decrease in production
and shipment volume and margin deterioration, particularly
in the export spot market.

FY2018 b FY2019 (before impairment loss, etc.)
Business profit (consol) Down ¥260.0 bn (¥336.9 bn-¥76.5 bn)

1 Volume -70.0 bn
2 Steel prices, product mix, raw material prices -119.0 bn
3 Cost reduction +60.0 bn
4 Inventory valuation difference (39.0—1.0) -40.0 bn
5 Group companies, non-steel -58.0 bn
6 Disaster damage (-35.0—42.0) -7.0 bn
7 Others -26.0 bn

Noteworthy is the non-consolidated operating loss of ¥119.3
billion, which represents earnings of Nippon Steel’s core
business of manufacturing steel products in Japan and their
sales in and out of Japan. Effective non-consolidated
operating profit and loss, excluding inventory evaluation
difference, has been in red for the past three years since fiscal
2017 and the level of loss has been expanding.

We think there are mainly two external factors and three

internal factors behind our profit deterioration (see right side).

Impairment losses

According to the accounting rules, we calculated the present
value of expected cash flow concerning steelworks which had
been in the red for three years in a row, with due consideration
of the current harsh business environment. As the estimated
present value turned out to be less than the book value of
fixed assets, impairment loss was recorded.

Three of our steelworks conformed to this situation and
posted impairment losses of ¥317.9 billion in total. The Kashima
Works has a high export ratio of steel sheets, the margin of
which had been sluggish; the Nagoya Works has a high sales
ratio of automobiles, where improvement in long-term

contracted prices was half way toward achieving its target; and

FY2019 dividend payment and

Nippon Steel’s basic profit distribution policy for

shareholders is to pay dividends from distributable

funds at a consolidated annual payout ratio target Dividend

of around 30%.

Giving due consideration to recording of net loss -

Full-year div.

in fiscal 2019, management regretfully decided to ~ Year-enddiv. -
Interim div.

forgo a year-end dividend payment for 2019 and to —L

leave the full-year dividend at ¥10 per share, which 10

28.4% 28.4%
payout ratio 93.4% //-\\

4% 187% 0

(billion yen)
FY2017 FY2018 FY2019
288.7 336.9 -2,844
Business profit and
loss (consol.) before 288.7 336.9 76.5
impairment losses
ROS 5.2% 5.5% 1.3%
Operating profit and loss 6.4 251 1193
(non-consol., ex. inventory o ™ o
valuation difference) (57.0) (14.0) (117.0)
Steelmaking group
companies 256.9 231.3 161.8
Non-steel segments 49.8 61.1 55.3
Non-operating items (non-consol), R _
inter-company eliminations, etc. 244 19.4 21.3
Impairment losses - — -360.9
Exceptional items - -718 -121.7
Profit attributable to
owners of the parent 180.8 2511 -4.315
ROE 6.0% 7.9% -14.7%

Total impairment losses A 482.6 billion

External, @® Deteriorating business environment
one-off factors @ Natural disasters, etc.
@ Increase in the scale of fixed cost

@ Operational and maintenance-
related troubles

@ Insufficient correction in long-term
contract prices

Internal,
inherent factors

the Hirohata Works has a high upstream processing cost
burden caused by the concentration there of treating dust of
the entire company and having steel scrap as raw material.

Regarding former Nippon Steel Nisshin’s Kure Works, an impairment
loss of ¥78.7 billion for its entire fixed assets was generated, as a
shutdown of the facility has been decided as a part of the production
facility structural measures announced on February 7.

In addition, from the perspective of becoming more
selective in businesses in and out of Japan, potential loss
that can be expected of related companies was also posted
as another one-off loss. All of these resulted in posting

of ¥482.6 billion in total impairment losses.

remuneration for directors

Dividend policy : : (ven/FY)

Around 20% as a base Around 20-30% Around 30%

304% _ 311%
80

55 40
50 45 45 40
¥10 interim div.

30 35 15 No year-end div.

30 5 30 < 10
10

20 20

was paid as an interim dividend. 2012

2013 2014 2015 2016 2017 2018 2019 I(FY)

Nippon Steel’s compensation for Directors is all based upon performance of the Company and the compensation from July

to June of the next year is determined by the previous fiscal year

’s results. Due to deteriorated earnings in fiscal 2019, the

compensation for Directors from July 2020 has been cut back (down less than 30% to 40+%, depending on the position rank)

but prior to this, from February 2020, Directors immediately returned their compensation by 10-20%.
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Factors for current operating profit on a non-consolidated
basis deterioration and measures for each

We recognize that mainly five factors have deteriorated our current operating profit and loss on a non-consolidated basis. We have

identified issues to be addressed regarding these factors and are making efforts for early return to operating profit on an non-

consolidated basis and for securing of a sufficient level of consolidated business profit.

Moreover, we are carrying out structural measures, growth investment, and other strategies, addressing medium- to long-term risks

and opportunities. (More on medium- to long-term measures on pages 61-84, “Risks and opportunities, and Nippon Steel’s strategy.”)

Deteriorating business environment

Due to “higher raw material prices and lower steel product
prices” and “a decline in domestic demand,” our production

and shipments has been cut back and margin has

Natural disasters, etc.

Unprecedented levels and frequency of lightning, heavy
winds and rains, etc. caused disaster-related loss of ¥35
billion in fiscal 2018 and ¥42 billion in fiscal 2019. We are

Increase in the scale of fixed cost

Nippon Steel’s main steelworks have been in use for more
than 50 years since construction and are in need of large-
scale facility refurbishment. Capital expenditures, primarily
in the upstream steelmaking process and energy sectors,
boosted depreciation expenses and maintenance cost,
thereby raising overall fixed cost.

We have decided to shut down some facilities as part of

A operational and maintenance-related troubles

Since around 2017, operational and maintenance-related
troubles occurred one after another, which has deteriorated

per-ton fixed cost and variable cost. Our group-wide efforts

Insufficient adjustment in long-term contract price

We have been striving to correct sales prices of our
products on long-term contracts, which are mainly for
customers in the manufacturing industry in and out of
Japan. Concerning a cost increase of as much as ¥5,000 per
ton of steel product, this being caused by price increases of
alloy and other raw materials, and distribution, we have
been asking the entire supply chain, including customers,
to fairly share the burden.

We are also asking customers to help us achieve prices
that reflect our product value and contribution to them,
prices that we need in order to realize sustainable

production. Our contribution means that we have
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deteriorated, mainly for exports to spot market. We are
controlling the level of production to the economically
justifiable level of filling the orders.

working on disaster preventive measures both on their hard
aspect, such as equipment, as well as on their soft aspect,

such as training.

the production facility structural measures, as stated on
pages 65-67. In FY2020, we plan to reduce fixed cost by
approximately ¥200 billion. This includes reduction in
maintenance cost due to less maintenance needs resulting
from facilities to be shut down, and a decline in
depreciation expenses, associated with recording of

impairment loss and a change in the depreciation method.

to restore our strength in manufacturing have finally led to
stabilizing production in many facilities in FY2019. We will

continue efforts to raise our ability to produce as planned.

devoted management resources in R&D expenses, capital
expenditures, business investment, and other items in
order to develop and manufacture high-grade steel
products that meet the needs of customers, make
solution proposals to address diverse needs, and build a
supply network in response to customers’ global
expansion. Up to fiscal 2019 we were able to make some
progress in improving long-term contractual prices,
though less than sufficiently, which therefore was one of
the factors for depressed earnings. We will continue to
make efforts to improve the long-term contract prices in
and after fiscal 2020.
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outlook

FY2020 outlook and toward returning
to generate operating profit (non-consol.)
post-COVID-19

Impact of the COVID-19 outbreak

Steel demand

Domestic steel demand has dropped sharply since April 2020
and demand in the first half of fiscal 2020 is expected to be
24 million tons, down 20% y-o-y. In particular demand from
the manufacturing sector is likely to be 15 million tons, down
24% y-0-y. Demand, however, is expected to bottom out in the
first half and slightly recover to around 26 million tons in the
second half, mainly driven by the manufacturing sector.

Production
In response to a sharp drop in demand, we promptly put 6
out of 15 blast furnaces in banking (a method to temporarily
stop blast furnace production in a condition that enables
production to restart) and, together with reduced blast furnace
productivity and extension of blowing-stop times, cut back
production by a method that minimizes the associated cost
increase.

Our crude steel production (non-consol.) was 7.2 million tons
in the first quarter and is expected to be 14.9 million tons in the
first half and around 16.9 million tons in the second half.

Temporary closure

As a part of measures to maintain employment, all domestic
workplaces have implemented temporary closure since April
and applicable workplaces have received the employment
adjustment subsidy from the government.

Procurement and supply chain

Domestic steel consumption Domestic steel consumption
(manufacturing sector) (civil engineering and construction sector)

Other M Automotive Civil engineering M Construction

\ (MMT/FY) (MMT/FY)

19.9 20520,020.4 19.6
184 X/ >

16.6

14.9
1.0 10.8 %
10.6 10.6
10.5 09

8.9 11 M4 109 111 10710, >
8.5 : 94 93
3439 3438 35 44

36 40

TH 2H 1H 2H 1H 2H TH 2H ) TH 2H 1H 2H 1H 2H TH 2H ™
2017 2018 2019 2020 2017 2018 2019 2020

(mntonsy Nippon Steel’s crude steel production (non-consol.)
15.0

125 Former Nisshin Steel (ex. Stainless)

| | 28 it
Ll LM |
e Hres ! [ 1]
—H uiFormery
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.5

5.0

25

In procurement of iron ore, coal, and other raw materials, a decline in the operating rate of material suppliers in countries which
imposed lockdown had a little impact but the overall shipment to us was little affected, with no problem in procurement, partly
thanks to alternative procurement. Also, procurement of other materials and equipment has been affected little, as we closely
coordinated with the suppliers and adjusted delivery timing, if needed.

Measures to prevent COVID-19 infections

Based on the policies and action plans of the Japanese government and municipalities, we place safety of customers and
employees first, thoroughly take measures to prevent COVID-19 infections, and strive for efficient, appropriate continuity of
business. Foreseeing potential prolonged needs against COVID-19, we are promoting new work styles, which could further raise

operating efficiency.

New workstyle

@ Active use of telework (work-at-home) € Meetings

e Active use of IT tools, such as video or web conferencing, for internal meetings

@ In case of work in the office

e Flexible work time and staggered
commuting hours are encouraged.
Thorough adoption of infection
prevention measures: wear masks, wash
hands and fingers, and avoid the “Three
Cs”-Closed spaces, Crowded places, and
Close-contact settings.

® Active use of video or web conferences for meetings with outside parties
e |n case of face-to-face meetings, thorough adoption of infection prevention
measures: wear masks, wash hands and fingers, and avoid the “Three Cs.”

@ Business travel

® Only essential business travel shall be allowed but thorough comply with
infection prevention measures, even during movement.
e Overseas travel shall be prohibited, in principle.
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Fiscal 2020 initiatives toward returning to generate operating profit (non-consol))

Prior to emergence of the COVID-19 outbreak, we had a good prospect of returning to operating profit (non-consol.) and

recovering some business profit (consol) in fiscal 2020 by implementing the following measures.

Fixed cost in cash, down approx. ¥90 billion/year: Selective input (suppressing input to facilities scheduled

Reduction in fixed cost
¥200 billion/year

to be shutdown); enhancement of maintenance
efficiency in reorganized steelworks; thorough facility
inspection management by use of advanced IT, etc.

Depreciation expenses, down approx. ¥110 billion/year: Impairment loss-related (¥60 billion); change in

depreciation method (¥50 billion)

Reduction in variable cost Operational improvement and cost improvement through capital investment planned in the
- medium-term management plan; additional improvement measures; operation optimization
More than ¥50 billion/year  ;ccompanying facility structural measures, etc.

Ongoing efforts for

Aim to realize “fair sharing of burden across the supply chain for cost increase of raw

improvement in long-term  materials and others,” and “appropriate sales prices that reflect Nippon Steel’s product value

contractual steel prices and contribution to customers*

Fiscal 2020 earnings outlook

The COVID-19 outbreak severely depressed demand for steel
products, which forces us to record a substantial loss in the
first half of fiscal 2020, but we forecast a return to profit in
the second half.

Sharp production cuts are causing an increase in variable
cost but we are making utmost efforts to improve

profitability by improved variable cost control, reduction in

Additional cost reduction,
driven by low-level
production, to offset
cost increase caused by
production cut

0 efforts to minimize demerits;

fixed cost, and additional cost reductions, driven by making
use of low-level production, to offset the cost increase
caused by production cuts.

We are determined to implement the stated measures
and restore profitability in the parent steelmaking business
whatever the ambient circumstances may be in the post-
COVID-19 world.

Substantial increase in variable cost (i.e., low production rate to depress per-unit cost; decrease in by-product
gas generation to change the energy structure) caused by production cuts will be offset by

@ tighter cost control under conditions of low-level production (i.e., greater use of low-cost raw materials); and

©) additional reduction in fixed cost, driven by low-level production
(i.e., temporary closure, employment adjustment subsidy, less maintenance expenses, and less general expenses)

Further profit-oriented ; —ori - i
prgductlon We seek downward production tolerance and profit-oriented order receipt and production.

FY2019 H @) 2H (B) FY2020 ()  2019-2020()
Consolidated business profit| g, im;gzifm loss| 275 i  -150.0 30.0 200 (/fimeabment loss)
FY2019 (before impairment loss) P FY2020 estimated
Consolidated business profit decrease of ¥197.0 billion (Profit of ¥76.5 bn to loss of ¥120.0 bn)
(billion yen) —
1 Volume 280 Improvement in variable cost +50 ®
2 Steel prices, product mix, raw material prices -53 Reduction in fixed cost in cash +90 @
3 Cost reduction (incl cost increase caused by production cuts) +140 @ Decrease in depreciation expenses +110 ©
4 Depreciation expenses +110 O Reduction in fixed cost +200
5 Inventory valuation difference -38 Cost increase caused by production cut
6 Group steel companies, non-steel segments -108 Improvement in additional variable cost, Almost
7 Disaster damage +42 Caused_by %ow-le\./e.l production offsetting
Reduction in additional fixed cost,
8 Others 10 caused by low-level production

Columnl

Change in the
depreciation method

Nippon Steel has changed its depreciation method from the declining-balance method to the
straight-line method since the first quarter of fiscal 2020 due to the following reasons:

0 Increase the ratio of capital expenditures for facility refurbishment in total investment;

@) Promote preventive, planned maintenance and normalized maintenance expenses over
the equipment service life; and

9 Improve comparability to other global steel companies and IFRS-adopted companies.
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Being immersed in changes, Nippon Steel must take a strategy that accurately captures risks and opportunities for
its continual sustainable growth.

The first strategy is the dual tactics of selection and concentration in facilities, products, and businesses. Specifically,

we are shifting into an optimal production framework in Japan at an early stage to enhance competitiveness, while

promoting the quality/volume enhancement of globally-competitive strategic products and deepening our overseas

business, which responds to the trend of favoring local production and local consumption.

The second strategy is to tackle environmental issues -an important mission for the steel industry. We respond to
climate change issues, using our innovative technology development, such as by reduction in greenhouse gas.
The third is digital transformation. By proactive use of data and digital technology we are promoting business

Risks, opportunities,
and strategies

A decline in steel demand in Japan, associated with a declining and aging population, gives cause for concern, but
global steel demand is expected to continue growing, mainly driven by emerging countries.
Demand for high-grade steel products is expected to increase in terms of quality and volume, because improvement
in functions and quality of steel, a basic material that supports society and industry, is critically important for
changing social/industrial structure, realization of a sustainable society, and improvement in labor saving efficiency

and labor productivity needed in society with a declining and aging population.

Changes in the environment Risks

Opportunities

~ Changes in the steel supply/demand structure

Peaking out of
steel demand

automotive industry

Increase in demand for
electrical steel sheets

high-tensile steel sheets
for reduction in vehicle

Expecting accelerated changes in the
post-COVID-19 world

process reinvention and production process reinvention to become more competitive.

Nippon Steel’s strategy

facilities, products,

~
Early shift to an optimal production framework in Japan and
Declining and aging ind d enhancement of competitiveness I:lj b P.65-68
- Increase in deman
population in Japan Decline in steel related to labor saving Growth strategy Streamlining strategy
Economic growth in demand in Japan o _
emerging countries Increase in steel Selectlvg investment in Shutd.oyvn of l'e's§
. demand in emerging competitive facilities competitive facilities
Trend of f‘local producthn and loca[ TS to raise productivity and Consolidate production to
consumption” ar]d “fayorlng dpmestlc enhance capability competitive ones
production” in various regions Decline in .
export sales Increase in a share
Intensifying competition of insiders in various - =
with Chinese steelmakers countries and regions Quallty(volume enhancement of globally-competitive Elj b P.69-70
S ) strategic products
Dual tactics of selection Growth strategy
Changes in the social and industrial structure H H . -
. 9 N and concentration in Capacity expansion, stable supply, and further enhancement of

functions of high-grade products, i.e., ultra-high-tensile steel
sheets, high-efficiency electric steel sheets, high-corrosion-

for internal for motors and businesses resistant seamless steel pipes, materials for high-pressure
The CASE (ConneCte.d’ Autonomous, T e i hydrogen, and high-strength rails
Shared, and Electric) trend in the engines Increase in demand for

Deepening of the overseas business to cope with the trend of Dj b P71-74

body weight favoring local production and local consumption
Shl'llfgvzrr?']rgtse'l:'ie:llsto Increase in demand ( Growth strategy Streamlining strategy h
. . for carbon fiber and « ;
Rapid progress in advanced IT T R T Focus on “areas where our Withdrawal from or
technology and product capacity restructuring of businesses
S J can be used” and “regions where that have completed their
Realizati f tainabl iet we see assurance of market roles or those that are
~ Realization or a sustainable society ) growth potential” losing synergies
Greenhouse gas reduction: Increase in cost .
Energy efficiency for environmental IR demaPMd s ~
) i ) RS for Eco Products . Sustainability strategy
S m::ﬁ_ gﬁg,czec-gr::,’er:;ed SO Shift to the Innovative teCh nOlOgy “Three Ecos” that comprise of Eco Process,
. ™ .
electric arc furnace InCI'?aSE |rt|'den:and development to cope  Eco Produr(]:ts " ang Ecol Solutions f '
. . steelmaking or Nationa . th |. t h Promotf-: |(1novat|ve 'Fec nology deve oPment in ourgspects.
National Resilience e athod Resilience with climate change 1) COz emission reduction; 2) CO separation and collection; 3) CO.
\_ ) is sues recycling; and 4) CO: fixation
L [J» prs-82 )
Internal factors
(" Growth strategy )
Aging facilities Increase in fixed Installation of . .. ] . ]
costs due to leading-edge Promotion of d|g ital Collaboration of digital technology with people and empowerment
investment for facilities via . of the workforce by digital technology in promoting the business
Generational shift refurbishment refurbishment transformation process innovation and production process innovation
b P.83-84
_ Dj J
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Risks,
opportunities,
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The steel market’s potential risks and
opportunities

The world’s steel demand keeps increasing, mainly in emerging countries

Steel production is indispensable in “leaving no one behind” and realizing an affluent world

Steel products that have been manufactured have been
stocked in society in the form of end products, such as in
infrastructure (i.e., buildings and bridges), industrial
equipment in plants or vessels, and consumer durables (i.e.,
vehicles and consumer electronics). The aggregate present
steel stock per capita is about 4 tons for the world, and
about 8 - 12 tons in developed countries. The level of
per-capita steel stock can be said as a barometer of an
affluent, safe, reliable life. The amount per capita is
expected to reach 10 tons in China within the first half of
the 21st century and in India by the end of the century.
Let’s make an estimate. Assuming a global population
growth (from approx. 7.4 billion in 2015 to 9.8 billion in

2050), economic growth mainly in emerging countries,

implementation of SDG initiatives, and 7 tons in steel stock
required per capita in the world, the world’s crude steel
output that satisfies such demand can be estimated to be
approx. 2.7 billion tons per year in 2050. An increase of this
magnitude cannot be satisfied by steelmaking that uses
recycled steel scrap and about 1.4 billion tons of steel per
year is estimated to Steel stock per capita
be made from ironore " |
using the blast
furnace and other

methods even in 2050.

Steel stocks per person

Year

Source: “Sustainable steel: at the core of a green economy”, World Steel Association, 2012

Demand growth in emerging countries

Steel demand for each country or region changes along
with economic growth. At the initial stage of economic
development, construction demand for infrastructure
facilities is robust and industrialization boosts steel
demand from the manufacturing industry. In export-
oriented countries that ship large quantities of
manufactured goods, demand for indirect exports increases
and steel demand per capita remains at a high level. In the
case of Japan, the annual steel demand per capita
increased to approx. 800kg during the high-growth period
when infrastructure was being actively built, and since then
has been at around 500kg. In South Korea, where the
manufacturing industry’s export ratio is high, the same
steel demand is as high as 1,000kg. China has already
reached 500kg, while the U.S. and European countries have
declined to about 300kg, along with a decline in the ratio of
the manufacturing industry in the overall economy.

In ASEAN countries, India, and other emerging countries,
the annual steel demand per capita is about 100-200kg and
is expected to increase. Along with population growth, a
significant growth in steel demand can be anticipated.

In 2020, steel demand has decreased in various countries
due to the impact of the COVID-19 outbreak. Particularly in

emerging countries, it may take time before a recovery as
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their currency depreciation depressed their purchasing
power and lower oil prices deteriorated the economy of
resource-rich countries. Nevertheless, even with a delay,
steel demand in emerging countries is expected to return

to a growth path over the long term.

Growth in emerging
countries, i.e., India 27
Promotion of SDGs

Global crude steel production
(billion tons/year)

M Crude steel production

M Pig iron production China’s high

growth period

Sluggish steel
production period
Steel production
growth period

1950 ’55 ’60 ’65 70 75 ’80 ’85 90 95 ’00 05 10 15 19 2050 (Year)

Steel demand per capita (kg/person, year)
1,250

1,000

750 A ~

500 W \,’\/\//\ PNy JC:;;Z?\
\/\/\ %

30 /\/ \/\/V\%/\/U'S'A'

7
ASEAN

0 India

1960 65 70 75 80  ’85 90 95 2000 05 10 "5 (Year)
(Source: World Steel Association) Equivalent to crude steel

Japan’s steel market anticipates a gradual decline

Domestic demand

Japan’s annual crude steel production passed 100 million
tons for the first time in 1973 and has been in a range of
100-110 million tons up to now. Domestic steel demand
peaked at around 90 million tons per year during the
bubble period and has since been on a downtrend due to a
fall in demand for civil engineering and construction after
the bubble burst, manufacturers’ overseas shift in
production mainly in the strong-yen period after the
2008-2009 global financial crisis, and other factors. A
decline in domestic demand has been offset by an increase
in exports of steel products, thereby maintaining steel
production at above 100 million tons.

At present, about 100 million tons of steel products
produced per year can be roughly broken down to 40
million tons for the domestic manufacturing industry, 20
million tons for the domestic civil engineering and
construction sector, and 40 million tons for direct exports.
Roughly half of 40 million tons for the domestic
manufacturing industry, or 20 million tons, are exported in
the form of vehicles, machinery, and other end products
made of steel, hence equivalent to indirect exports.

There is a concern that Japan’s declining and aging
population is likely to depress or reduce domestic steel
demand for the domestic civil engineering and construction

sector and the manufacturing industry.

(Million tons/year)

120 Crude steel production in Japan

100 \/\/\ . \V/\/\,_\

80 - v

LU _ N
0 Domestic steel demand for manufacturers

Domestic steel demand for civil engineering and construction

Direct exports
Approx. 40 mn tons/year

For domestic
consumption
Approx. 20

Declining
population

Crude steel
For

pf;::;;on } manufacturers D B/
. . Approx. 40

100 For domestic mr?'gons/year For indirect =
mn tons/year } demand } exports 8
Approx. 60 Approx. 20 %
mn tons/year mn tons/year @ o
C +~
22
For civil engineering and 23
} construction =9
Approx. 20 mn tons/year E

Increasing difficulty to export

Direct exports of steel products are expected to be difficult
in the future, due to intensifying competition with overseas
emerging steelmakers and the ongoing trend of “local
production and local consumption” and “favoring domestic
production.” The trend may accelerate, driven by the

economic impact of the COVID-19 crisis. On the back of

swift recovery (as of this writing) from the COVID-19 impact,
Chinese major steelmakers are expected to expand their
predominance and make the market more competitive. The
supply chain disruption, caused by the COVID-19, may also
speed up the above trend.

The high-grade steel market is promising with potential growth in
quality and quantity

High-grade steel products are products which make use of
various properties and limitless potential of steel, are
designed to meet various specifications for steel quality,
depending on the needs of customers, demonstrate superb
functionality in use, and contribute to value creation of end
products. Prime examples are Eco Products™, which
contribute to preservation of resources and energy and

reduction in environmental impact, and products that
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provide solutions for national resilience, contributing to the
creation of safe, reliable infrastructure, resilient in
disasters.

In the changing social, industrial structure and progress in
SDG initiatives in the world, properties required for
materials are more diversified and advanced, and demand
for those high-grade steel products is anticipated to

0> par-52

increase both in quality and quantity.
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and strategies

Pursuit of lean &
optimal production framework

Basic concept of the production facility structural measures

In Japan’s steel market, demand is expected to decline mainly
due to shrinking construction demand, driven by the aging
and declining population, and customers’ expansion of
overseas production. The overseas steel market is likely to
grow in the long term but the export market is expected to
become more competitive as the trend of “favoring domestic

production” will progress in the midst of rising protectionism

Market outlook Nippon Steel’s structure of fixed cost

in many countries and as Chinese steelmakers are increasing
integrated steel production capacity in China’s coastal regions
and ASEAN.

In the meantime, more than 50 years have passed since the
construction of Nippon Steel’s main steelworks and large-
scale capital expenditures for facility refurbishment have to be

made as we enter into a so-called “second foundation stage.”

Decline in domestic

Shrinking construction demand, due to
aging and declining population

Decline in indirect exports, driven by

steel demand in China

Progress of “favoring domestic
production,” along with Chinese

Passing of 50+ years since
construction of Nippon Steel’s
main steelworks

Japanese customers’ expansion of steelmakers’ integrated capacity -
production outside Japan increase in China’s coastal regions Need for large-scale capital
- and ASEAN expenditures for facility
> refurbishment even when smartly

Risk of decline in
domestic demand

Based on these assumptions, our plan for domestic
facilities is to consolidate production into more
competitive facilities in terms of comprehensive
assessment of integrated production and output capacity,
cost and product competitiveness, and other factors; and to

shut down less-competitive facilities, which correspond to

Risk of intensifying competition in
the export market

Basic concept

controlled by selection and
concentration of resources

excessive upward tolerance, in order to achieve optimal
production capacity levels and become more competitive.
By establishing a lean and optimal production framework,
we intend to keep fixed cost at an appropriate level,
increase the ratio of high value added products, maximize

marginal profit, and ultimately enhance our profit base.

To build an efficient optimal production framework centered on
competitive integrated steelworks

Specific plans

cﬂ Comprehensively review competitiveness of integrated steelworks, from the perspective of
system and capability of integrated manufacturing of high-value-added products

Shut down less-competitive facilities and concentrate production in competitive facilities
A 4

Strategic selective investment to improve productivity and strengthen the business structure

.

Pursuit of lean & optimal production framework

Increase in the ratio of high-value-added products

Maximization of marginal profit under adequate fixed cost level
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Structural measures to realize a lean & optimal production framework

Target steelworks

Target facility for shutdown Approximate time of

competitiveness

shutdown
Upstream facilities Se
LIPSt . p. 2021
. (BF, sintering, and steelmaking)
Strengthening Setouchi Works Kure Area All other facilities Sep. 2023

(incl. hot strip mill and pickling line)

in upstream > Kansai Works Wakayama Area

#1 BF, #5-1 sintering machine, #4/5 coke .
ovens, and part of #3 continuous caster First half of FY2022

of the steel sheet

integrated
production Kyushu Works Yawata Area (Kokura) Upstream facilities First half of FY2020
Setouchi Works Hirohata Area A melting furnace (installation of EAF) Sep. 2023
.. . Continuous annealing and processing line,
Raising efficiency Setouchi Works Hanshin Area (Sakai) electro-galvanizing line, and #1 continuous March 2021

aluminizing line

business

production system } Setouchi Works Hirohata Area Tinplate mill Second half of FY2020
Strengthening of
the steel plate Nagoya Works Steel plate mill Second half of
s FY2022
business
Withdrawal from Kansai Works Osaka Area Titanium round bar line March 2023
the unprofitable -
h . N Kyushu Works Oita Area N .
titanium business ()Ifﬁkari Pipe & Tube Div.) Titanium ERW line Sep. 2021
tﬁgi?gﬁn:g;"&gél Nippon Steel Stainless Steel Hot strip mill Dec. 2020
Kinuura Works Precision product lines Sep. 2020

U0 pipe mill Done by Oct. 2019

the pipe & tube

business East Nippon Works Kimitsu Area (Tokyo)

Strengthening of } East Nippon Works Kashima Area

Small-diameter seamless pipe mill Done by May 2020

Enhancing competitiveness of upstream
integrated production

In consideration of comprehensive competitiveness of each
steelworks, the Kyushu Works Yawata Area Kokura blast
furnace was shut down and the Setouchi Works Kure Area
and the Kansai Works Wakayama Area No. 1 blast furnace
will also be shut down. We will focus on strengthening
other steelworks and improving their competitiveness in

upstream integrated production.

Strengthening of tinplate production

In response to a decline in domestic demand for tinplate
and a decline in profitability, caused by an overseas supply-
demand gap, tinplate production will be consolidated into

two lines in Yawata Works and Nagoya Works.

Withdrawal from the unprofitable titanium business

Considering the business environment and absence of
prospects for profit recovery in the titanium round bar (mainly
for aircraft engines) and titanium welded pipe business
(mainly for nuclear/thermal power plants), we will terminate

their production and withdraw from the business.

Pipe & tube business (UO pipes)
The East Nippon Works Kashima Area’s UO pipe mill was

shut down and its production was consolidated into the
Kimitsu Area. The business targets the high-end market and

will be strengthened.

Enhancing efficiency of the steel sheet
production system

With a focus on production near a high demand area, shut
down a part of production lines of the Setouchi Works
Hanshin Area (Sakai) and consolidate production into

competitive lines, such as in Kimitsu and Nagoya.

Strengthening of the steel plate business

Consolidate the production of steel plates into the Kashima
Works, the Kimitsu Works, and the Oita Works, considering
the overall competitiveness of the entire manufacturing
process, to strengthen the business by improving the

capacity utilization ratio and productivity.

Strengthening of the stainless steel business

Nippon Steel Stainless Steel Kinuura Works’ hot strip
mill will be shut down and their production consolidated
into Nippon Steel.

Nippon Steel Stainless Steel Kinuura Works’ precision
product lines was shut down and their production was
consolidated into the company’s Yamaguchi Works.

Pipe & tube business (seamless pipes)

A small-diameter seamless pipe mill in the East Nippon Works
Kimitsu Area (Tokyo) shut down and its production was

consolidated into the Kansai Works Wakayama Area (Kainan).
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Risks,
opportunities,
and strategies

Expected effects of the production facility structural measures

By implementing the production facility structural
measures decided so far, the number of blast furnaces will
be decreased by 4 from 15 (as of April 2020) to 11, and
annual crude steel production capacity will decline by

approx. 5 million tons. The effects are expected to save

approx. ¥100 billion per year mainly in reduction in fixed
cost, and improvement in variable cost. We will make
efforts to realize the effect early and at maximum and at
the same time to raise labor productivity and improve

variable cost so as to reinforce our profit base.

77N

Number of BFs

@i

Crude steel production capacity Expected profit improvement

(@

~

Down four ¥100
bn/year
Before After Actual Non-consolidated base 39.54 million tons/year
crude steel . o
production in Nippon Steel Nisshin ~ 2.31
1 5 ' 1 1 FY2019 Consolidated base 47.05

Breakdown of profit improvement

Variable cost Maintenance

cost
Approx.
¥100
bn/year
Depreciation
cost ‘
Labor cost

Prior to the facility shutdowns, the following
effects are to be realized:

e Suspension of maintenance expenses ;;;?g)?

for facilities to be shutdown
L ¥35bn
® | ess depreciation cost due to
recognizing of impairment loss in Kure

Maintenance Suspend maintenance prior to shut-down while

Labor cost

COs! maintaining facility soundness until then

Ensure employment of our workers without
offering early retirement, etc.

Deprceé:ggtlon Reduce depreciation cost due to facility closings

Variable Cost reduction by transferring production to

cost highly competitive facilities

Aiming for earlier realization of the effects

2019 2020 2021 2022 2023 2024
Kashima/ UO pipe mill Oct. 2019
Kimitsu (Tokyo)/ Seamless pipe mill May 2020
Yawata (Kokura)/ Upstream facility;
Kinuura/Precision product lines TH of FY‘ZOZO
Kinuura/ Hot strip mill Dec. 2020

Hanshin (Sakai)/ a part of the flat steel sheet mill;
Hirohata/ Tinplate mill

Kure/ Upstream facility; Oita (Hikari)/ Titanium pipe mill

Wakayama/ BF and related facilities

Nagoya/ Steel plate mill,
Osaka/Titanium round-bar mill

Kure/ Hot strip mill, etc.; Hirohata/Melting furnace

(Excluding) Investment

2H of FY2020

1H of FY2021
1H of FY2022
2H of FY2022

1H of FY2023
|

Avoid capital expenditures, which would be needed for BFs, coke ovens,

avoided by facility shutdown  sintering machines, energy equipment, etc. over the next 10 years or so.

Pursuit for more optimal production framework

In addition to the measures being implemented, we will
continue considering other measures for establishing more

competitive framework and implement additional ones in
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response to the changing environment, while adapting to
the supply-demand balance in Japan and overseas and our

potential profit trend.

Facility refurbishment

We will selectively make strategic investment in facilities
that are competitive in terms of integrated production and
output capacity, cost, product, etc. and will be indispensable
in our future optimal framework. We thus aim at improving
productivity and profitability.

Our plans for relining and other investments in blast furnaces,
coke ovens, and other facilities are summarized below.

The Nagoya Works has decided to reline its No. 3 blast
furnace, where it has been about 20 years since the previous
relining, as a part of strengthening competitiveness of
upstream integrated production, so as to appropriately
respond to customers’ needs and jointly succeed in global
competition. The Nagoya Works is a main base for high-
grade steel sheet integrated production, and is leading the
world in optimal integrated production technology for steel
sheets for automobiles. After relining, the blast furnace will

May 2018: Completion

Feb. 2019: Completion

1H/2019: Completion
d ._

Nov. 2018: Decision TH/2021: Completion

May 2019: Completion

Approximate
amount of FY2018
investment
Nov. 2018: Decision
Muroran Works A -
(Hokkai Iron & Coke) #2 BF relining ¥35 billion "
Nagoya Works #3 BF relining ¥49 billion
East Nippon #2E CO -
Works Kashima installment ¥31 billion
East Nippon #5 CO -
Works Kimitsu refurbishment +33 billion
Coke oven
(co
Muroran Works #5 CO .
(Hokkai Iron & Coke)  refurbishment 13 billion
#3 CO -
Nagoya Works e ¥57 billion "
Installment of a
Koot Wit bloom continuous ¥38 billion
Yawata (Tobata) BT
setouchi Works Installment of
Mialata a scrap melting ¥28 billion
process
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adopt advanced IT and other new technologies in order to
realize stable production and higher productivity.

The Setouchi Works Hirohata Area - a base for high-grade
steel sheet, such as electric steel sheets and sheets for
automobiles - will renovate its scrap melting process,
making it to an electric arc furnace (EAF), which enables
more flexible production with excellent energy efficieny. The
state-of-the-art EAF will make use of our strong smelting
technology and high-quality raw materials, originating from
the blast furnace process, and manufacture electric steel
sheets and other high-purity, high-grade steel sheets.

In the Kyushu Works Yawata Area, when its Kokura plant
was shut down, the most advanced bloom continuous caster
with the world largest class radius was newly installed in its
Tobata plant, with the aim of improving quality,
merchanizability, and productivity of wires, rods, and rails.

FY2019 FY2020 FY2021 FY2022

2H/2020: Completion

June 2020: Decision 1H/2022: Completion

—._

A

1H/2022: Completion
() 3

Nov. 2019: Decision

A
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Risks,
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Enhancement of globally-
competitive strategic products in
quality and quantity

Global change in the social and industrial structure and progress of SDG initiatives, are making properties required for
materials to be more diversified and advanced.

By making use of our strength in technology to provide solutions concerning material development, utilization and

processing technology, and other matters in response to changing needs of customers and society, we are investing in the

high-grade steel area, which contributes to customers’ value creation and a sustainable growth of society.

As shown below, electrical steel sheet is an example of high value added products, in which we have competitive

advantage and in which we are currently investing.

Electrical Steel Sheets: investments for greater capacity and quality
improvement, with the aim of meeting demand growth in electricity and eco cars
and of enhancing the energy-saving function

What are electrical steel sheets?

Electrical steel sheets are materials used power generators
used in power plants, transformers (on transmission lines
to factories and residences), and in the iron core of motors
of various electric appliances. By controlling the orientation
of iron crystals, the favorable magnetic properties of steel
can be used and energy loss generated in iron cores (iron
loss) can be reduced. Electrical steel sheet is one of highly
functional steel materials.

There are two types of electrical steel sheets: Grain-oriented
(GO) and Non-oriented (NO). The GO type is processed in such a
way that the optimal properties are developed in the rolling
direction for efficient magnetism and electricity conversion,
and is mainly used for transformers. The NO type is processed
so that crystal orientation is evenly randomly arranged, and is

mainly used for motors.

Grain oriented (GO) electrical steel sheets

Global demand for electricity is estimated to double by
2050. In the meantime, from the perspective of energy

saving and environmental protection, regulations on energy

The world’s electricity demand outlook (trillion kwh)

efficiency of transformers have been tightened in various

countries. In order to raise energy efficiency of

transformers, GO electrical steel sheets are indispensable.

Tightening of electric transformer efficiency regulations

County/ . Outlook (Nippon
region Reollatioy SRS Steel’s estimates)
Top Tier 2 Tier 3
£&]  Non-OECD Japan R 7% improvement  10% improvement
27 unner vs. T1 vs. T2
22 . .
14
Tier1 Tier 2
EU Ecodesign 40% improvement  10% improvement
n 13 13 14 OECD vs. pre-regulation vs. T1
2016 2030 2040 2050 FY) Figures: Improvement rate in energy loss (iron loss) of electrical steel sheets,

Source: The Institute of Energy Economics, Japan
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as required by regulations

Non-oriented (NO) electrical steel sheets

Electric vehicles (EVs), Plug-in Hybrid Vehicles (PHVs),
Hybrid Vehicles (HVs), and other eco cars, which have a
driving motor, are increasing their share in the world
vehicle market. Along with a growth in eco cars, demand for
NO electrical steel sheets is projected to increase.

Moreover, demand for the highest-grade electrical steel

World vehicle production outlook

Gas-powered vehicle (left) [l HV (left) B PHV (left) EV (left) [l FCV (left)
— Ratio of eco cars (right)

sheets, that have various high-performance properties such
as minimized core loss, enabling higher efficiency, high
magnetic flux density, higher torque, and high strength
against higher rotation, will increase as a valuable means
of realizing efficient, lighter-weighted driving motors that

would help improve electricity saving of eco cars.

World demand outlook for electrical steel sheets for vehicles

(10,000 units) ) 2oll

12,000 30 Approx.
14 times

8,000 20 Highest grade 4.3
Approx.
5 times

4,000 10

0.2 High grade
0 o 0.8
2017 2018 2019 2020 2021 2022 2023 2024 2025 (FY) 2017 2018 2019 2020 2021 2022 2023 2024 2025 )

(Estimates by Nippon Steel)

Market needs F[

Needs of eco cars Space saving

l

Performance required for
driving motors

Performance required for
electrical steel sheets

*Magnetic flux density: ability to generate
high magnetic force

(Estimates by Nippon Steel;FY2017 level = 1)

HEV-PHEV |  BEV-FCV )_\L
v

Good
. . performance ..
FuEt:cﬂ?é?tgcy’ Start, acceleration, Longer cruising
- climbing, urban distance
efficiency driving, highway
driving

Compact High efficiency  High torque ~ High rotation =~ Lightweight

Minimized JHigh magnetic High Easy
core loss flux density* strength workability
A AN ZNN N

The required improvements in performance conflict with each other

and are difficult to achieve at the same time.

v

Collaboration with customers of many years

Nippon

Steel’s R&D of our proprietary “seed” technology

response Improvement in engineering and operational
technologies in steelworks

Satisfy and balance conflicting needs at a high level.

+

Achieve both stable quality and cost
competitiveness even in mass production.

Promoting investments for greater capacity of electrical steel sheets and their quality improvement

We are investing in capacity increase and quality
improvement of electrical steel sheets, in response to the
demand growth and greater needs for quality improvement
of electrical steel sheets, and in order to contribute to
energy saving and climate control measures.

We will continue capital expenditures for these objectives
and announce when specific plans are decided.

Similar investments are to continue to be carried out for

70

high-tensile steel sheets - another area in the high-grade
steel with high demand growth, where further investments
are also under consideration.

Approximate

Area investment amount Announcement
Kyushu Works  First  ¥46billion  Aug.1,2019
Yawata Area  gecond  ¥10 billion May 8, 2020
Setouchi Works 14 billion Nov. 1, 2019

Hirohata Area
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Risks,
Risks, opportunities, and strategies opportunities,
and strategies

Deepening of overseas business,
ad d reSS i n g to lo Ca l p rOd u Cti O n a n d I.O Ca l The acquisition and implementation of the resolution plan Going forward, the company will maintain sound operation

. will resolve the reasons that former Essar Steel was forced and financial management and steadily benefit from India’s
C O n S u I I I pt I O n to apply for the Insolvency and Bankruptcy Code status. market growth.
Acquisition of an integrated steelmaking base in India (BN | ow operating rate () Excessive interest burden
The Nippon Steel Group is expanding overseas with a focus on ArcelorMittal, with rich experience in business reconstruction, ® Low operating rate of MIDREX, a main upstream 2 ® Heavy investments resulted in an increase in interest
y - ) facility, due to the procurement problem of LNG, bearing debt, and hence excessive interest burden
markets where we see assurance of demand growth potential has been a proven JV partner of Nippon Steel for many years duci

areducing agent Endof  Totalassets INR543.6 bn

and “areas where our technology and product capacity can be and the joint acquisition of Essar Steel was a precious @ Strived to expand capacity of the upstream F\r(]2027 Interest bearing debt INR642.7 bn
. e . ) ) . . ili ich di A interest rate 14.2%
used.” In December 2019 Nippon Steel and ArcelorMittal jointly opportunity for Nippon Steel to enter into the market in India. facility, Wh'Ch.d'd not depend on LNG but could verage interest rate
) o . ) L ) not complete it due to a shortage of funds. @ Recorded positive EBIT but significant net loss.
acquired Essar Steel India Limited, one of India’s four major The total acquisition amount of INR500bn can be economically
steelmakers, and started its joint operation as equal partners, justified as investment in an integrated steelworks. The JV’s response The JV’s response
under a new company name AM/NS India. The steel market in Our plan is to make use of existing manufacturing facilities, Make capital spending based on the resolution plan e INRA20D ot the total - i, .
India is one of the promising steel markets in the world over workforce, sales force, and sales channels of the former Essar and reorganize production processes to expand € n out of the Lota acquisition amount to pay off.
production capacity and reduce cost. P Interest burden on the existing debt to be clear off.
the medium- to long-term but an extremely difficult market to Steel, use management know-how and technology of Nippon
Resolution plan
enter via exports or local investment due to there being a Steel and ArcelorMittal, and invest in production capacity \\-p/[
preference for domestically produced steel products. In 2016 expansion and environmental measures, with the aim of Productivity improvement via completion Sl G TR (T
the Insolvency and Bankruptcy Code entered into force and responding to demand growth in India’s steel market and of ongoing capital spending projects
heavily-indebted steelmakers became targets for acquisition contributing to the country’s economic growth. Coke oven, CSP (Compact Strip Production), 15
Dabuna be_neﬁC|at|on plant, Paradeep pellet,
and reorganization - Essar Steel being the largest target. environmental investment, etc. I:I
Nippon Steel (NS) ArcelorMittal (AM) . -
Investment in upstream facilities for Potential capacity=8.5MMT/Y
Total acquisition amount INR500bn (approx. ¥770bn) [& NIPPON STEEL A capacity expansion o g

L. ArcelorMittal
Acquisition amount INR420 bn. (650 bn) P Repayment of Essar’s existing debts Blast furnace, coke oven, oxygen furnace, etc.

L. L fiet i i i 9 i 9 aimed at full capacity production
Initial cash injection INR8O bn (¥120bn) b G/l\:lll'(\:ﬁglr::c:i\lgifaclagtl?l expenditures, Investment ratio 40/0 Investment ratio 60/0 ( pacity p )

® Longer-term possibility to expand capacity to

Ni Steel' t 310 bn (INR500bn X 40% = INR200b -4
| |ppor.1t eets amounts :¥103 bn ( 310 b ;1 5 ° ) (Former Essar Steel ESSAR’ ) approx.12-15MMT/Y(under consideration)
nequity ¥ n (¥ n / ) AMIN s NS and AM nominate the same number of directors. ® Timing and details of future capital spendin
In debt guarantee ) ¥207 bn (¥310 bn X 2/3) AM/NS India is managed by NS and gll Moo ot [P < g 2016 T i e
) AM as equal partners. artia epends on the business environment. P i
All figures are approximate amounts. INDIA NS and AM consolidate AM/NS India P e term aspiration
as an equity method affiliate. plan
AM/NS India
Faci[ity Legends: () Year of start up Capacity
¢ An integrated steel mill in Western India - an area of high
Locati consumption of steel materials Eastern area Hazira
0Cations | ¢ a pelletization plant in Eastern India to supply raw materials. ~ Establishment 1976 (Former Essar Steel)
e Service centers in major areas of demand in India Nominal capacity steel approx.9.6 MMT/Y (crude steel) Sinte[%rr:g -> 'S
Revenue (non-consolidated) INR 260.3 bn. — —
Delhi Dabuna Thakurani (Fiscal 2017 ended March 31, 2018) Beneficiation Blast furnace (2010) CONARC (2011) Hot-strip mill (1995) Spiral pipe mill (1996)
® . ciciation plant  Mine Number of employees 3,806 (as of March 31, 2018) 'E,';?,Tﬂ;l ((22811:)) 17 MMT/Y (Electrlsc ;:I:T;L(Jrnace)l 4MMT/Y 0.3 MMT/Y
Indore @MMI7Y) 16 MMT/Y
Uj ales mix ellets 1.5 MMT/Y
Bhuj L J Sal Pellets
Hazira * Hazira Kolkata Tubes & pipes 4% o _’ 5 2 o=
(Gujarat) <* Mumbai N * p» smﬁw Others 5% el COREX (2011/2012) ¢ I
':tt:glrar;ﬁf - ./Pune Egs;te%m L ( Hot-rolled sheets Direct reduction by coal Thin-slab caster & Hot strip mill (2011/2018)
: ® Krandul \ d Paradeep 2% 31 MMTY 1.7 MMT/Y Electric arc furnace 3.6 MMT/Y »
Pune Beneficiation ¢ Pelletization plant Plates — 48% E (1996/2006/2010) g ‘
(Maharashtra) plant 6MMTY) 0.4 MMT/Y 4.6 MMT/Y 71/
Downstream (8MMTM 7% ﬁ .
rerolling plant Crude steel . :
Cold-rolling/CGL/Color coating . Pelletilgi?ogn ant Color coated sheets — Pelletization MIDREX production 2LEEheh JCO pipe mill
hotrai < (SMMT/Y? 0.3 MMT/Y Vizag (2005/2006) (1990/1992/2004/2006/2010) | apacity o (1C0)(2009)
’ s 8% Paradeep (2014) Direct reduction by gas 9.6 MMT/Y Plate mill (2010) 0.3 MMT/Y
W Integrated steel mill . o o 14 MMTY 67 MMT)Y 1.5 MMT/Y
@ Downstream facility & '." Marine transportation
A Beneficiation plant . —din- f __ Pickling, cold-rolling in Hazira (2004/2005) Hot-dip galvanizing in Hazira (2004/2005)
enel ., - Hot-dip-galvanized sheets
- Plpellrle o e . 0.6 MMT/Y 1.4 MMT/Y 0.5 MMT/Y Color coating
[} Pelleltlzatlon plant 12 in Pune (2006)
: i;rwce center % Cold-rolled sheets 0.8 in Pune (1996/2005)  ml) in Pune (1996/2005) sy 0.4 MMT/Y
ne MMT/Y Pune 0.7 MMT/Y 0.5 MMT/Y

14%
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India’s steel market, a secular, steady growth market

High growth potential

India’s steel demand is expected to steadily increase from the
current approx. 100 million tons level to approx. 230 million
tons by 2030, according to India's National Steel Policy (NSP).

India’s current population is about 1.3 billion and its
demographic composition is now shifting from a bottom-heavy
type to a middle-heavy type. The population is expected to
keep growing and exceed that of China in 10 years to become
the world’s most populated country.

India’s annual steel demand per capita is 71 kg, which is lower
than ASEAN countries (132 kg) or Brazil (@approx. 100 kg).

Per-capita steel demand increases in line with GDP growth. In

Steel demand (vim1)

250
Domestic
200 steel demand
in India
150
.~ ASEAN
100
Japan
50 |
21 ................ Brazil
0

1985 1990 1995 2000 2005 2010 2015 2020 2025 2030 (Year)
Source: World Steel Association, Nippon Steel’s estimation etc.

India’s steel demand by sector

Other Infrastructure
& construction
Bt Infrastructure 28% 60%
28§r & construction
%

62%

2030(f)
Approx.
230 mmT
Automotive Automotive‘
10% 12%

Source: India National Steel Policy (NSP): Ministry of Steel 2017
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case of Japan, the annual steel demand per capita increased to
800 kg during the high-growth period when there was a surge
in infrastructure building, and has since been at around 500 kg.
India’s GDP per capita is at a low level of about $2,000 but
industrialization and urbanization will boost GDP and steel
demand per capita, mainly for infrastructure, will surely
increase to approx. 158 kg by 2030, according to the NSP.
Anticipating synergies of population growth and economic
growth, India therefore is the most certain promising growth

market in steel demand in the world.

2000 2005 2010 2015 2020 2030 2040 2050 (Year)

Steel demand per capita (kg/person)

600
500
400 (cf. Japan 514)
300

ASEAN 132
200 Brazil 100
100 P e )/ 158

1985 1990 1995 2000 2005 2010 2015 2020 2025 2030 (Year)

Japan's steel demand (2018)
For
reference Other Infrastructure
349 & construction
Approx. 36%

63 MmT

e’

Automotive 30%

Anticipating India’s supply-demand balance in steel will be tightened

While steel demand is expected to increase significantly,
new integrated steelworks are unlikely to be constructed in
the near future. This is because of restrictions in
acquisition and utilization of property sites and some past
cases which took a long time to get started or which were
canceled. The supply-demand balance therefore may get
tightened as a growth in supply capacity cannot catch up
with growth in demand. (According to the Indian National
Steel Policy, a certain level of supply and demand

tightening is projected.)

India’s steel supply/demand balance forecast
(India's National Steel Policy; 2017) (100 mn tons/year)

* Domestic demand: product-based

4 Capacity: 90% of crude steel capacity
Domestic demand 85%
/Capacity* >Se
3 2% e o
@
23
2
1.2
1
0.8
O I
Domestic  Crude Steel Domestic  Crude Steel
demand Capacity demand Capacity
2016 2030

High domestic production rate

India’s steel market has had a high domestic production
rate and demand growth so far has been covered by supply
growth by India’s steelmakers.

India’s government, under its “Make in India” policy, is
resolutely protecting India’s steel industry as a key industry.
Major steel materials, such as hot-rolled sheets, plates, and
cold-rolled sheets, are currently protected by trade measures
and 90% of their demand were satisfied by domestic
steelmakers (domestically-produced products) in 2018.

This structure of domestic steelmakers filling demand
growth is expected to remain unchanged even if demand

continues growing in the future.

Steel demand in India (MmT/v)

100
96

89
80
65
60
Domestic
demand 90%
40 40

2/ Domestic
products
20
0 PR mporis [

2000 2005 2010 2017 2018 (Year)

Rapid progress in industry consolidation

India’s steel market is fragmented with low concentration
in top-tier companies and little progress in industry
consolidation. In 2016 the Insolvency and Bankruptcy Code
entered into force and heavily-indebted steelmakers
became targeted for acquisition and reorganization. Large-
scale industry consolidation is rapidly progressing and
further concentration into top-tier makers is expected with

a possibility for a more stable market.

74

Top-three share in crude steel production (Fy201s)

Indi Corg%ggies Remaining 1,100 companies* Approx.
ndia
43% 57% 107 mmTy
Japan Co;opgﬁies Rﬁeomma[i)ginr}gsie, Approx.
80% 103 mm1/Y

* Numbers of remaining companies are as of FY2016.
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Coping with Climate Change

Nippon Steel recognizes climate change as a priority problem that threatens survival of the human race.

Adverse climate change would also severely affect our business environment and earnings. In order to make

our operation sustainable, we strive to curb impacts of climate change by promoting energy conservation,

CO; emission reduction, and improvement in energy efficiency throughout the entire supply chain, from

manufacturing to transportation, and at the stage of final use of products.

Nippon Steel’s current energy-conservation initiatives (Eco Process)

Nippon Steel has been working on energy conservation from
diverse starting points: improving efficient use of energy
generated in steelmaking process (i.e., power generation from
recovered by-product gas and waste heat); making operational
improvements in each process; renovation of older coke ovens
and other equipment; introduction of high-efficiency power
generation facilities and oxygen plants; conversion to
regenerative burners in reheating furnace. As a result of these
continual efforts, the Nippon Steel Group consumed 1,089
petajoules (PJ) of energy in fiscal 2019, down about 13% vs. the
volume in fiscal 1990. CO, emissions intensity increased from the
previous year to 2.06 t-CO,/ton in fiscal 2019 as production output
declined partly due to COVID-19, however CO, emission dropped
by about 12% relative to fiscal 1990 to 94 million tons

(preliminary).*

Nippon Steel Group’s energy consumption

Energy consumption — Energy consumption per ton of crude

As a core member of the Japan Iron and Steel Federation (JISF),
we are actively involved in the JISF’s Action Plans for a Low-
Carbon Society by promoting our “three ecos” and further CO,
emission reduction.

Japan Iron and Steel Federation’s Action Plans for a Low-
Carbon Society (“Three ecos and innovative technology development”)

Eco Process Eco Products

Contribute to emission  Contribute to worldwide

I(_:e%uecr{}:)sslon Aim at improving reduction when steel energy reduction by
lans energy efficiency materials are used in  technology transfer and

P final products diffusion
FY2018 ATH aps ATH

results 221 million t-CO, 34 million t-CO, ~ 65.53 million t-CO,

Phasel  3million tCO,+a> 34 milliont-CO; 70 million t-CO;

Phase ] 9 million t-C0,* 42 million €O, 80 million t-CO,

*1 The target reductions in CO, emission volume are set for FY2005 as the base year and
based on a certain crude steel production assumption.

*2 The primary focus is on a 3 million ton reduction in CO, emissions by steelmakers’ own
initiatives for efficient use of energy and other ways. Concerning collection of waste
plastics and other ways, only an increase in the collected volume compared to FY2005
is counted as the amount of reduction in emissions.

Nippon Steel Group’s energy-derived CO, emissions *¢

Scope1 (left scale) Scope2 (left scale)

®) (left scale) steel (right scale) @) (million tons of CO)  — CO, emission for each ton of crude steel (t-C0u/t)
1300 27 120 production (right scale) 2.90
1,255
1,200 26 106 107 G12%) 270
1153 1143 1128 99 9 % a2
1,100 116 1,089 25 92 1 10 94 2.50
— — 10— 10—y ——————
1,000 263 24 78 g2 £ 86 87 = 2.30
] —— 0
234 240
= 31 B4 B5 = £ 202,01 202 206 219
0 0 0 0
1990 (2015 2016 2017 2018 2019 (FY) 1990 ([ 2015 2016 2017 2018 2019 (FY)

Calculation method Based on the Action Plans for a Low-Carbon Society

Conversion factor ~ Source: METI, Agency for Natural Resources and Energy “Table of heat
generation and carbon emission coefficient by energy source” (Revised January 31, 2020)
Boundary of data collection Nippon Steel*, associated EAF mills (Osaka Steel, Sanyo

Special Steel, Nippon Steel Stainless Steel, Oji Steel, and Tokai Special Steel), Nippon Coke &
Engineering and three Sanso Center companies*®

(preliminary)*?

*3 Preliminary figure: The amount of CO, per unit of purchased electricity from a
General Electricity Utility in fiscal 2019 is assumed to be the same amount as in
fiscal 2018.

*4 Excluding energy consumption and CO, emission associated with the IPP operation
by the steelworks

*5 For these four companies, equivalent energy consumption required to manufacture
materials purchased by the Nippon Steel Group is included.

*6 CO, emissions associated with the use of electricity purchased from Cooperative
Thermal Power Companies are included in Scope 2 from fiscal 2019. Accordingly,
past figures are retroactively revised.

Contributing with eco-friendly products (Eco Products)

Nippon Steel has expertise in high-function steel products that help customers save energy when using final products made

of materials supplied by Nippon Steel. Eco Products are numerous and include high-tensile steel and electromagnetic steel

sheets. Making these high-function products emits a little more in CO, but use of these materials contributes to significantly

higher emission reduction when used in final products.
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Contribution in the global value chain (Eco Solution)

Japanese steel industry’s energy-saving technologies are spreading globally, contributing to worldwide CO, emission

reduction. In particular, Nippon Steel Engineering in our Group has transferred technology of its Coke Dry Quenching (CDQ)

facilities, which had the result of reducing CO. emission in FY2018 by 20.74 million tons.

Promotion of innovative technology development

Nippon Steel’s R&D divisions are engaged in R&D aimed at CO,
emission reduction and recycling and fixation of CO, as top-down
projects. As a core member of the JISF, we also participate in the
COURSES0 project — “Environmentally Harmonized Steelmaking
Process Technology Development” —which aims at reducing CO,
emissions from a blast furnace by converting a part of reduction by
carbon in the furnace to reduction by hydrogen. Moreover, we are
taking up the challenge of developing hydrogen reduction
steelmaking technology, which enables zero CO, emission during
steelmaking; we are doing so by participating in the public-private
cooperation project for technology development to realize zero-
carbon steel.

We are also actively engaged in development of technology to

fixate and utilize CO, such as by converting recycled CO, to use as raw

materials of plastics or fuels, and to extend sea forest development
that uses slag and further develop Blue Carbon technology that is
effective in absorbing CO,. Many of these diverse innovations toward
a decarbonized society are registered in “Challenge Zero,” an
initiative of the Nippon Keidanren (Japan Business Federation).

Development of technologies specific to iron & steel sector
2020 2030 2040 2050 2100 (year)
|

H, reductjon ironmakin
COURSES0 *in BF (internal Hy) 9
I

Super H, reductjon |ronmak|ng
COURSE50 in BF (external H,)
H, reduction  H, reduction ironmaking
ironmaking without using BF
|
[
Utilization of CO, from
I
I
ccs Recovery of CO2 from BF

s, etc.

Prepared by Nippon Steel based on the JISF’s Long-Term Vision for Climate Change Mitigation

Setting of individual companies’ goals on CO, emission reduction

Amid the intensifying awareness on the climate change issues worldwide, Nippon Steel has established a “Zero Carbon Steel

Committee,” attended by all five Executive Vice Presidents. The committee began discussion on subjects, such as individual

companies’ scenarios (targets for 2030 and 2050 vision) toward a decarbonized society and R&D related to low CO, emission

technologies. We plan to disclose individual companies’ specific scenarios within the current fiscal year.

Adaptation to climate change

In addition to taking mitigation actions against climate change,
Nippon Steel is making initiatives to prepare and adapt to potential
impacts of such change. We have many products that are used for a
long time as construction material for embankments and other public
infrastructure. They contribute to providing solutions for “National
Resilience,” such as protecting towns from flooding or high tides

caused by heawy rains or typhoons. Adaptation to climate changes

also leads to business opportunities for Nippon Steel. In various
steelworks in Japan and overseas, water storage tanks have been
installed and an administration office is built on a piloti structure,
which allows to create an open space with no walls on the lowest
floor and makes the building less vulnerable to tsunami. This is a part
of efforts of Nippon Steel to be well prepared for emergencies such as

flooding and high waves.

Work to achieve CO, emission reduction by raising efficiency in logistics

Nippon Steel maintains a high modal shift rate*' of 96.6%,
improves transportation efficiency by using large vessels
(changing from 700-ton vessels to 1,500-ton vessels) in
domestic coastal transport and taking other measures, and
improve fuel economy by introducing energy-saving tires,
lightweight vehicles, etc. As a new measure, we introduced

“Utashima” - a hybrid-type cargo vessel, equipped with lithium-
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ion batteries.

The Utashima was awarded the Small Cargo Vessel Award of
the Ship of the Year 2019** for realizing energy saving, low
vibration, low noise, reduction in labor burden, and improved

living quarter for crew members.

*1 Modal shift rate: Modal shift means replacing a means of transport from trucks to trains
and ships. The modal shift rate, according to the definition by the Ministry of Land,
Infrastructure, Transport and Tourism, is a ratio of volume transported by trains and
marine transportation (including ferries) in long distance transport of over 500km.

*2 Award by the Japan Society of Naval Architects and Ocean Engineers
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CO, emissions in the value chain

In addition to CO, emissions originated from energy source and generated in Nippon Steel’s manufacturing process (Scope 1*'
and Scope 2*%), CO, emissions in the value chain (Scope 3*°) are also calculated by using the Green Value Chain Platform of the
Ministry of the Environment and other methods.

Category (tﬁgsim'f;:g_'ggz) Calculation method**
1 Purchased goods and services 13,834 [Amount purchased of procured iron ore and coal®] X [Emission factor]
2 Capital goods 1,656 [Amount of capital expenditures] X [Emission factor]
Fuel and energy related activities not . L
3 included in Scope 1 or 2 305 [Amount of electric power procured and fuel used] X [Emission factor]
. . [Transportation distance reported in the Energy Saving Law document] X
4 Transportation and delivery (upstream) 683 [Emission factor]
5 Waste generated in operations [Amount of waste] X [Emission factor]
6 Business travel 4 [Number of employees] X [Emission factor]
7 Employee commuting 13 [Number of employees] X [Emission factor]
[Emissions by subsidiaries and affiliates that emit GHG of over 10,000 tons] X
15 Investments 1119 [Equity stake of each company]

[Boundary of data collection] Nippon Steel

*1 Scope 1: Direct emissions from owned sources associated with use of fuel 2 Scope 2: Indirect emissions from the generation of purchased energy

*3 Scope 3: All indirect emissions (not included in scope 2) that occur in the value chain of the reporting company

*4 Source of emission factors: the Ministry of the Environment’s emissions unit value database for accounting of greenhouse gas emissions throughout the Supply Chain (ver. 3.0)
*5 CO, emission associated with the purchased coking coal is calculated by using wet weight

Other initiatives (use of by-products and waste in CO. reduction)

Waste plastics Blast furnace cement Blue carbon

Using coke ovens at seven areas of Use of blast furnace slag in A basic research project was
Nippon Steel’s five steelworks, about production of cement enables launched on the impact of the
200,000 tons of used plastic containers us to reduce use of limestone carbon capture and storage by
and packaging collected from general and fuel, contributing to using steel slag in Nippon Steel’s
households nationwide are recycled 100%, reduction of 320kg in CO, initiatives to create sea forests.
in compliance with the Act for Promotion emission per one ton of cement  Our unique marine simulator (sea
of Use of Recycled Resources. This (over 40% reduction compared laboratory) is used for this.
contributes to reduction of about 600,000 to ordinary cement production).

tons of CO, a year.

Blue Carbon Initiatives Column!

Nippon Steel has promoted scientific analysis on usefulness and safety of use of steel slag — a by-product from the
steelmaking process. To improve this technology, we began a basic study on blue carbon (CO, absorption and fixation in
the marine ecosystem), which is getting more attention as a global warming measure. We started to collect basic data
on how much CO; can be fixated by using steel slag and creating shallow bottoms, tideland, and seaweed beds. A
massive amount of data collection is required as there are many research challenges concerning the evaluation method
of carbon fixation capacity in the blue carbon ecosystem, including understanding of the biomass amount, the ratio of
the amount to be fixated for a long time without being dissolved, and the dynamic of carbon in the complicated coastal
ecosystem. Those challenges stem from the fact that types of species and geographical differences substantially vary in
the marine ecosystem.

Nippon Steel’s approach is to use our own large water tank (sea laboratory), collect potential data of carbon fixation by
type of species (i.e., kelp seaweed bed, sargassum bed, and eelgram bed) and by area, and establish an evaluation method.
By doing so, we can launch a large-scale experimental project
aimed at social implementation of blue carbon. Such is how we
intend to contribute to creation of a blue carbon system with the
sea area utilization technology that uses steel slag.

Our initiatives to improve the marine environment by use of steel
slag is expected to be effective as a climate change measure that
fixates CO,, in addition to contribute to the preservation of
biodiversity and the protection of the bounty of the sea.

Large water tank Sea Laboratory
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Information disclosure according to recommendations of the Task Force on
Climate-related Financial Disclosures (TCFD)

Status of climate changes and actions of the steel industry

Since 2015 when the Paris Agreement that pledged to
advance greenhouse gas emission reduction across the
world was adopted, institutions in the international
community have been required to seek ways to enable
sustainable economic and social growth, while restraining

impact on the environment.

Steel is broadly used in our society an indispensable material
element for social infrastructure and durable consumer
goods, such as road, railway, buildings, automobiles, and
home electric appliances. This is because steel has
outstanding features required in many aspects as a basic
material, such as abundance as a resource, cost advantages,
diverse features, low environmental impact in the
manufacturing stage, and endless capability for recycling
into all kinds of durable products, in addition to having ideal

features for building of infrastructure.

Medium- to long-term growth in global steel demand is projected
(from 1.62 billion tons in 2015 to 2.68 billion tons in 2050), largely
influenced by population growth and economic growth in
emerging countries, according to the Long-Term Vision for
Climate Change Mitigation published by the Japan Iron and Steel
Federation in 2018. In contrast, as generation of end-of-life scrap
increases in proportion to an increase in steel stock, use of scrap
will increase in steelmaking (from 0.56 billion tons in 2015 to 1.55

billion tons in 2050). This increase is not enough to satisfy the

entire steel demand. It is therefore indispensable to make steel
from natural resources. Pig iron production in the blast furnace
route is also expected to increase (from 1.22 billion tons in 2015
to 1.40 billion tons in 2050).

In order to achieve goals of the Paris Agreement, the steel

industry is required to significantly reduce CO. emissions in
steelmaking, with an increasing focus on the shift to
production by electric furnaces, which have a lower CO;
emission coefficient than blast furnaces. However, as
recognized by international and Japanese industrial
standards, namely the ISO and the JIS, the environmental
impact is essentially the same for steel products made by the
blast furnace (BF) route and by the electric arc furnace (EAF)
route. This judgment is based on Life Cycle Assessment that
incorporates recycling impact. The BF route remains to be
indispensable as discussed above and we thus need to
establish technology that realizes lower carbon in its use.
Moreover, development of ultra-innovative technology that
may break through these routes is also desired for realizing

the Paris Agreement’s long-term goals.

In addition to containing CO. emission in steelmaking, we are
also required to respond to customers’ requirements for
lightweight, high-strength materials in the automotive area
due to tighter environmental regulations and increase in
electric vehicles.

Support for TCFD recommendations and Nippon Steel’s strategies

Climate-related risks and opportunities could be significant for
many companies’ financial positions and the related disclosure
could reduce risks of financial destabilization. Because of this, in
response to the request from the G20, the Financial Stability
Board (FSB) established the industry-led Task Force on Climate-
related Financial Disclosures (TCFD or Task Force) to develop
climate-related disclosures in December 2015 and the TCFD

released its recommendations in June 2017.

As companies are increasingly required to respond to climate
changes and to disclose related information, investors and other
stakeholders are increasingly interested in the steel industry’s
response to risks, such as (1) potential significant reduction in
COz emissions; (2) changing trends of steel users, including the
automobile sector (i.e., increase in electric vehicles, shift to
non-steel lightweight materials prompted by tightened

environmental regulations); and (3) adoption of carbon pricing
that leads to an increase in operating cost.

Given the international community’s commitment to achieving
long-term goals of the Paris Agreement, Nippon Steel signed the
statement of support for the Task Force on Climate-related
Financial Disclosures (TCFD) in May 2019, considering the climate

change as one of priorities that the planet is facing today.

In order to expand information disclosed as recommended by the
TCFD, we analyzed selected two climate change scenarios (2°C
scenario and 4°C scenario®) for a long-term span to 2050 and
after. Specifically, we identified our potential risks and
opportunities driven by climate change, considered their
significance, and organized their impacts and our initiative
options related to them. Please see the following page for details

on the TCFD scenario analysis.

*The 2°C scenario is a case that much-needed measures will be implemented to keep global average temperature increase below 2°C compared to pre-Industrial Revolution era.
The 4°C scenario is a case that global average temperature will increase by 4 degrees, without taking any economic or additional measures against climate change.
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TCFD scenario analysis
Scenario Factor

Transition factor 1
Advance in electric
vehicles (EVs); decline in
powertrain-related steel
demand

Events Impact to Nippon Steel Nippon Steel’s strategy

Estimates for 2050*'

EVs: 342mn units (17% of t

total) .
Internal combustion } Opportunities in
engine vehicles (ICEVs): demgfnstgg?wth
1656mn units (83%)

W Potential decline in the ratio of
powertrain-related steel demand, but
potential increase in demand for the
global cumulative number of vehicles
(ICEVs incl. HVs, PHVs).

W Increase in demand for high-performance
steel for EVs.

m Capturing growing demand by
providing high-performance steel
products (high-tensile steel, electric
steel sheet), using its global supply
network, and total solutions (NSafe™-
AutoConcept).

Transition factor 2

Shift to other lightweight
materials, prompted by
tighter fuel efficiency
regulations, etc. (multi
materials)

Shift to other lightweight
materials, prompted by

tighter fuel efficiency Opportunities in
regulations, etc. } demand growth
of high-strength
steel; capturing
demand for other
materials

m Switch to other lightweight materials is
possible but should not be significant as
steel remains superior in environmental
impact from the LCA viewpoint.

W Increase in demand for high-strength
steel, carbon fiber reinforced plastics
(CFRP), titanium steel, etc.

W Penetration of the LCA concept

m Advance in strength of high-strength
steel and provision of total solutions
(NSafe™-AutoConcept) to compete with
other lightweight materials

m Cooperation with Group companies
(Nippon Steel Chemical & Material) to
capture demand for CFRP, etc.

Transition factor 3
Shift to the electric arc
furnace (EAF) route

2°C

Progress in shift from the
blast furnace (BF) route
to the EAF route, which
has lower environmental

impact in manufacturing 1

Opportunities in
demand growth
for steel

| Increase in the ratio of use of scrap (25%
to 47%*2), due to more accumulation and
generation of scrap; an increase in blast
furnace steel production to continue up to
2050 to satisfy steel demand not satisfied
by steel made of scrap

B Penetration of the LCA concept (the
same LCA-based evaluation including
the recycling impact for steel products
made by the BF route and by the EAF
route)

m Outstanding low-carbon operating
technology to help capture the BF
steel demand (promotion of innovative
technology development including
top-level energy efficiency; COURSES0
aimed at commercial application by
2030, CCU, and hydrogen reduction
steelmaking)

M High-grade steel made by the EAF route
by the Group companies to capture
demand

Transition factor 4
Increase in operating cost
caused by adoption of
carbon pricing

Adoption of carbon pricing ‘

Possibility
} of loss of
competitiveness
if an increase
in cost cannot
be passed on to
product price

m Significant impact for steel being an
international product if carbon pricing is
adopted.

W Hydrogen reduction steelmaking and
use of scrap to reduce CO; emission

M Carbon pricing impact to be alleviated
by securing pricing advantages,
realized by our higher value-added
product strategy, based on our
technological strength and solution
proposals

m Need to discuss with customers on
passing cost increase on product price

Innovative technology development for

“Challenge Zero”

Columnl
a Challenge Zero

We recognize the urgent need to tackle climate change issues, the importance of boldly taking up the challenge for
innovation toward realizing a decarbonized society, and the significant role that Nippon Steel plays as a major innovator.
We therefore stated our agreement with the Challenge Zero declaration, announced by Keidanren in June 2020. Through

this, we disclosed the following 10 specific challenges.

Nippon Steel’s ten challenges

Type of innovation

Name of challenge Net zero emission - Adjustment and
Transition .
technology resilience
Achieving zero emission in the hydrogen reduction steelmaking process .
Development of COz emission reduction technology that uses hydrogen in blast furnace ’

reduction steelmaking

Development of chemical absorption method technology that enables separation and .

collection of CO: at low cost

Contributing to hydrogen infrastructure establishment via diffusion of HRX19™ for

hydrogen stations

Development and diffusion of Eco Products that help reduce COz emission when final

products are used (Nsafe™-AutoConcept, electric steel sheet)

Improved efficiency in recycling of waste plastics

Establishing a manufacturing method of dimethyl carbonate (DMC) from CO:

Zero-emission hydrogen manufacturing technology via artificial photosynthesis

CO:2 fixation by Blue Carbon, which uses steel slag

Provision of “National Resilience” solutions toward adapting to climate change

Transition factor 5
Heightened needs for
products and solutions
associated with a hydrogen-
oriented society

Increase in demand
for hydrogen-related
infrastructure and } Opportunities in
facilities demand growth

for products of
the Group

m Profit growth by provision of the Group’s
products and solutions that support a
hydrogen-oriented society

[Ex] Stainless steel for high-pressure

hydrogen (HRX19™); hydrogen station
(Nippon Steel Engineering)

W Enhancement of the Group’s product
menu and expanding sales in Japan and
overseas

Transition factor 6
Higher needs for energy-
efficient products and
technology in the world

Eco-friendly technology
solution to boost demand t

} Opportunities in

demand growth

for eco-friendly
technology

W Profit growth, driven by our Group’s long-
proven technology solutions
[Ex] Dissemination of CDQs, all of which are
handled by Nippon Steel Engineering,
into emerging countries

W Expansion in provision of Eco Products
in the world

m Government-private cooperation;
Technologies customized list; and steel
plant diagnosis to provide energy-
saving technologies to emerging
countries (contribution to the global
value chain)

Physical factor 1
Suspension of operation
by raw material suppliers,
due to abnormal weather

Difficulty to procure raw
materials, caused by
abnormal weather ‘
Limited impact
by taking
measures on risk
of suspended
operation by
raw material
suppliers

M Limited assumed risk in securing stable
procurement of raw materials by taking the
following measures, despite some possibility
in temporary procurement cost increase
caused by a deterioration in supply/demand
balance

* Material sourcing from multiple regions in
the world

+ Keeping raw material inventories in
steelworks and ships

M Continual procurement from multiple
sources

MW Appropriate days of inventory; risk
management

Physical factor 2

4°C Suspension of operation
and shipment, due to

Difficulty in operation,
caused by a natural

disaster ‘

M BCP measures have been adopted. Limited
risks in production disruption caused by
natural disaster. Excessively abnormal
weather may result in suspension of

MW Continual implementation of
adaptation measures, with
consideration of long-term trends:
Measures against typhoons and

abnormal weather } Limbited I‘meact operation, etc. heavy rain; measures to prevent
Y ta '.”% crane overturns; measures against
aﬁ]%?fﬂgse earthquakes and tsunamis (securing
emergency evacuation places,
embankment reinforcement, etc.)
Physical factor 3 Natural disaster caused by ' W Profit growth by providing products and B Enhancement of the Group’s product
Heightened needs for abnormal weather e solutions for Natlona} ReS|l|encg against menu and expanding sales in Japan
solL?tions for “National } %gfnoarﬁénglpoevitlr? earthquakes, tsunamis, heavy rain, and overseas
Resilience” against of steel for typhoons, etc.
natural disasters national land
resilience

*1 Source for EV-related data: IEA ETP2017

EVs only refer to battery electric vehicles (BEVs) with no internal combustion engine (ICE). ICEVs include plug-in hybrid vehicles (PHVs).
*2 The ratio of the use of the EAF route is calculated from the estimated crude steel production in the JISF’s paper “A challenge towards zero-carbon steel.”
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(OB EFLTLR SR I GI[[E  Technologies of not emitting greenhouse gas (GHG) or technology to absorb or use GHG
(2) iansitiontechnoloies Innovative energy-saving and other technology that contributes to significant GHG reduction in the world,
9 including emerging countries. This technology is needed in the course of realizing a decarbonized society
(3) Technology for adapta Innovative technologies against climate change that contribute to adaptation (preparation to curb the
resilience, etc. climate change impact), resilience, etc. in areas other than mitigation (GHG reduction)

Examples of Nippon Steel’s taken-up challenges

Roughly 70% of CO, emission in the steelmaking industry

are generated in the blast furnace pig iron making process
(reduction reaction to remove oxygen from iron oxides to
make steel). As the thermodynamic efficiency of Japan’s blast
furnace technology has improved close to a theoretical value,
further reduction in CO, emission is extremely difficult. That
is why we are taking up the challenge in hydrogen reduction
steelmaking process, in which hydrogen is used for reduction
of iron ore, replacing coal as a reducing agent. Strengths

in insights and element technology for hydrogen reduction
steelmaking, which have been accumulated in the COURSE50
project since 2008, are our strength in this challenge.

As hydrogen reduction reaction of iron ore is endothermic
reaction, what we need at this stage is to establish
technologies to supply heat to a reaction furnace from outside
and to stably supply a massive amount of hydrogen gas to
a reaction furnace with due consideration to hydrogen’s
combustion characteristics. Moreover, hydrogen is carbon-
free but its stable supply at low cost in massive volume is an
important requirement. We must therefore cooperate with the

Achieving zero emission in the hydrogen reduction steelmaking process ———

government and other companies.

Nippon Steel, JFE Steel, Kobe Steel and the Japan Research and
Development Center for Metals (JRCM), all being members of
the Japan Iron and Steel Federation, applied for participation in
a public offering project on “technology development toward
realizing zero carbon steel,” sponsored by the New Energy and
Industrial Technology Development Organization (NEDO) and
was accepted in June 2020. As this is an R&D project in the
frontier field efforts toward zero carbon steel, our objective is to
identify multiple promising innovative technologies focused on
decarbonization in the steelmaking process. We further aim at
drawing a road map for technology development that could be
used by Japan’s steel industry.

Reduction of Iron Ore Reduction of Iron Ore

by Carbon by Hydrogen
on 0 co o o H,
ron Ore ron Ore
( c® = (“

v @0 4 v 00
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Iron Iron
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Innovative Technology Development

Under development ‘

. ) . . . . . 2050
Since the 1970s, Nippon Steel has been striving for energy saving and reduction of CO, emission. At present, we are developing 2030 (vear)

innovative technology that will enable us to make zero-carbon steel*' by 2100. This effort has the four aspects of

reducing CO, emission,

separating and recovering CO,,

recycling CO,, and

storing CO,.

*1 Zero-carbon steel is produced from iron ore without using carbon (= zero carbon) but by using hydrogen. Aside from ultimately aiming at zero carbon, our research and
development teams are also working on reduction in use of carbon, as well as separation, recovery, reuse and storing of CO,.

1970

CO, emission reduction

Development of blast furnace
mathematical modeling

We properly adjust gas flow, solid flow, and
liquid flow, burden distribution, and other
basic factors in blast furnace route with the
result that we have reduced the ratio of coke
and other reducing agents, and this has

reduced CO. emissions.
Particle
dumeter

Coke Dry Quenching (CDQ) for large-
scale waste heat recovery

A

G flowand  Solid flowasd  Liguid flowand (10
WWGCTMY  LIpETMUNY  eTpOTMuRY wonceTon

Hot coke made in the coke oven is quenched
with inert gas, and the heat is used to
generate steam for power generation.
Compared to wet quenching, 40% energy
saving has been achieved. The first CDQ unit
was installed in the Kyushu Works Yawata
Area in 1976.

Integrated Report 2020

Development completed

Next generation coke oven Scope21

We developed the next-generation coke oven
that uses an advanced coke-making
technology, including prior rapid heat
treatment of coal, and enabled significant
energy saving. The first commercial models
started operation in the Kyushu Works Oita
Area in 2008 and the Nagoya Works in 2013.

2010 2020

Burden distribution three-
dimensional DEM model

Distribution of charged materials from the top of a
blast furnace is precisely shown by using a
three-dimensional discrete element method (DEM)
model, with the aim of arranging the burden
distribution that enhances reaction efficiency,
which leads to reduction in CO, emission.

CO; separation and frRCOVERY

The COURSES50 Project (Technological Development and
Innovative Steelmaking Process)’

Since 2008, the COURSE50 has been developing technologies to lower CO, emissions
by 30%: a 10% cut in CO, emissions from a blast furnace by adopting technologies to
reduce iron ore by use of hydrogen and a 20% cut in CO, emissions by adopting
technologies to capture — separate and recover — CO, contained in blast furnace gas.
Concerning the former case, a 10% cut has been verified at a 12m’ experimental blast
furnace at the Kimitsu Area of the East Nippon Works and we also undertook
simulation for the size of an actual blast furnace, moving the project closer to

adoption of this innovative reduction technologies in commercial-use blast furnaces.

COURSES5O test blast furnace

CO: recycling

Research on producing raw materials for plastics from CO,

Technology to synthesize a carbonate ester (shown as DMC, or dimethyl carbonate in the
figure below) from CO. and alcohol. Polycarbonate and other compounds are made from

carbonate ester.

Toward development of a

hydrogen recduction

steelmaking process
that takes blast furnace

production into a new phase

Project for the “Development of Zero-Carbon Steel
Technologies**” — hydrogen reduction steelmaking
technologies

With the aim of achieving net zero emission in steelmaking process, we
are taking up a challenge of developing hydrogen reduction steelmaking
technologies that replace coal with hydrogen as reducing agent. This was
adopted as a national project and we are getting engaged in this public-
private cooperative project.

*2 Commissioned project by the New Energy and Industrial Technology Development
Organization (NEDO)

A new hydrogen production process, which contributes
to reduction in CO; emissions

By developing a proprietary high-performance photocatalyst material, we aim at
hydrogen production with zero emission through use of solar energy.

Research on producing basic chemical
compounds and fuel from CO,

Technology to make basic chemical compound and fuel from CO,

by using a new catalytic technology. This is to realize a process
that does not use fossil fuel as raw material.

Commercializing ESCAP™ (Energy Saving CO. Absorption Process)
This technology for recovering CO: by using a particular liquid is used as the first
step in CO: recycling, with the world’s top-class performance. Two units are
currently in commercial operation in Muroran City and Niihama City.
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Carbon fixation

CO2

From “Creation of Sea Forests” to “Blue Carbon”
Technology to remediate the sea by increasing the growth of seaweed,
which absorbs CO.. Steel slag is used to create a rich ecosystem, which

contributes to development of fisheries.

Contribution to expanded absorption of CO; in

farmland
Fertilizers made with inclusion of steel slag promote growth of

agricultural products and help sequestrate CO; in farmland.
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Calcia modified soil

CO2

CO2 CO2

CO CO.

Tideland Hydrated form
Calcia modified soil
Hydrated form &
Iron supply unit
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Risks,
opportunities,
and strategies

Promoting digital transformation

Operational innovation via digital power

Digital transformation (DX) is a concept that means
penetration of IT improves people’s welfare on all fronts. For
companies, this means use of digital technology in business
innovation, which is becoming an increasingly important
decisive factor determining corporate competitiveness.
Nippon Steel has long worked on achieving higher quality
and stable production in safe, competitive manufacturing
sites and advanced general operations. We aim at
augmenting these achievements at a more advanced level by

Digital transformation (DX)

Use data and digital technologies,
reinvent operations, organization and
processes as well as corporate culture, and
establish competitive edges.

v
Nippon Steel’s DX initiatives

® Human-digital collaboration
e Human empowerment by digital technology

use of Al, loT, and big data. In promoting DX, we seek to
transform our corporate culture to use digital technology
and continually propose and implement innovation while
encouraging human-digital collaboration. In other words, we
aim at acquiring a continual operation innovation cycle:
people’s operational decision-making is to be speeded up
and made more advanced, gradually standardized and
automated, and we are to make new proposals and

innovations based on the resultant insights and resources.

Speeding-up and
¢ enhancement of precision
povation
oW

Digital
technology

H H St-andardiz
Hyma'?s Automati

o
S
o

o
decic " ™
cision-making Forecasti™®

The double foundation of DX: business process innovation
and production process innovation

We have so far worked on cost reduction and quality
enhancement by thoroughly collecting and analyzing a huge
amount of data from various manufacturing sites and business
workplaces. In production, sales, distribution, maintenance,
procurement, profit management, and other various operations,
we have established many internal business systems and have
accumulated an enormous volume of data. We believe this data
resource can give us strength, maximum use of which, however,
requires the “strength in connecting” of disparate data. Our DX
for business process information means we are to use
advanced IT and processing function and organically connect
enormous data volumes, some of which had been lost in the
past due to lack of capability for aggregation. Our aim is to
create a system of advanced, comprehensive decision-making,
enabling total optimization. By facilitating seamless access to

judgment data, we will make a system that allows users to

easily provide feedback and verify data and make appropriate
judgments and optimization, based on the changing situation. It
can only be achieved, because the Nippon Steel Group can use
its comprehensive capabilities.

Concerning Operational process innovation, we have led the steel
industry since 1960s in automation by use of computer systems,
and we are now pursuing optimal operation by use of digital
technology. Our DX for production process information starts from
proactive assessment and introduction of advanced digital
technology, such as 1) data collection using sensing loT or drones;
2) advanced image and language processing and predictive
diagnosis, using deep learning and other Al tools; and 3) local 5G
and other up-to-date communication networks. By doing so, we
acquire the desired “strength in maneuvering” through formidable
process control and automation based on highly accurate

information while we also enhance “strength in manufacturing.”

Operational process innovation, using “strength in connecting” (Basic concept)

Past operational style
Each operational department has its own specific data

Interpretation Interpretation Manufacturing
Sales data and sorting out Decision- and sorting out data
Accounting Interpretation making Interpretation Maintenance
data and sorting out and sorting out data
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Future operational style

Compilation and interpretation of big data = Being connected

e

Advanced decision-making and speedy operational feedback

1a

sa160j0uy2ay 1eb

By coordinating business process innovation and
production process innovation, we believe we can raise the
value of the information via our “strength in connecting,”

advance our “strength in maneuvering,” and enhance our

“strength in manufacturing” and “strength in sales and
marketing.” This will therefore become a source of our

continual value creation.

The double foundation of DX, as defined by Nippon Steel

Business process innovation

« Connect internal data assets to raise
operating efficiency and make advanced
decision-making

« Reduce communication cost

Production process innovation
« Formidable process control and
automation by use of the latest
advanced digital technology
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Sales and
accounting marketing
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Positioning of the Digital Innovation Division

The Digital Innovation Division, established in April 2020, works
comprehensively as one-stop solution provider on cross-
divisional issues related to use of digital technology.

First, in order to connect inconsistent data from different

divisions, the division focuses on the enhancement of data

management (data governance), such as standardization of
data items and creation of usage rules. The division also
centrally controls planning and verification of adopting the
latest technology (Al technology, local 5G, etc.) and provides it

in an easy-to-use structure to be adopted in actual machines.

Improving ICT literacy

We make efforts to improve ICT literacy of employees as all of
them should be capable of using ICT and engaged in
innovation by themselves in the forthcoming DX era. Since
2014, we have formed a company-wide organization to
disseminate experience and examples of present usage of
advanced IT. We also hold consortium meetings where
developers discuss technology development. In FY2018 we
launched an internal machine learning contest, using the
NS-DIG™ environment. As a step to improve ICT literacy of all
employees, the ICT literacy training has been included in the

training program for new employees since FY2019. Through
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employee training and promotion of advanced IT and Al, we
aim at increasing Citizen Data Scientists, who can use NS-DIG,
even without any advanced expert knowledge, and come up

with advanced solutions, using data. A

JAdvanced analytics experts;
(NSSOL; Nippon Steel’s staffj

Staff capable to handle
advanced solutions in specific
operational issues
(Citizen Data Scientists)

Level 111

Staff capable to handle advanced
daily analytics operations
(Staff in technology, sales, etc.)
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Corporate governance

The Nippon Steel Group is engaged in business activities based on its Corporate Philosophy - that we will pursue world-
leading technologies and manufacturing capabilities, and contribute to society by providing excellent products and services.
Heeding that Philosophy, the Nippon Steel Group has established a corporate governance system suited to the businesses

of the Nippon Steel Group in order to achieve the sound and sustainable growth of the Nippon Steel Group and increase

its corporate value over the medium- to long-term, in response to the delegation of responsibilities by and trust of all

stakeholders, including its shareholders and business partners.

Review of corporate design concerning corporate governance,
streamlining of the management structure, and increasing efficiency of
the corporate organization and operations efficiency

For the purpose of appropriately responding to greater
fluctuation of changes in the surrounding business
environment and accelerated speed of change, Nippon Steel
made a transition from a Company with an Audit &
Supervisory Board to a Company with an Audit & Supervisory
Committee.

Through this change, Nippon Steel 1) aims to enhance
discussions by the Board of Directors relating to matters

such as the formulation of management policies and
strategies and strengthen the supervisory function of the
Board of Directors over management; and 2) delegates part
of the decisions regarding execution of important operations
according to the policy and strategy to the Representative
Director and Chairman and Representative Director and

President, thereby expediting management decision-making.

[ General Meeting of Shareholders ]

N
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Election/Dismissal Election/Dismissal

N N

Reporting
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Corporate Governance System

Currently, the Board of Directors of Nippon Steel is comprised of
eighteen (18) members, of whom eleven (11) are Directors
(excluding Directors who are Audit & Supervisory Committee
Members) and seven (7) are Directors who are Audit &
Supervisory Committee Members, and is chaired by the
Representative Director and President. Outside Directors
account for more than one-third (7 out of 18) of all members of
the Company’s Board of Directors.

Of the above, the Directors (excluding Directors who are Audit
& Supervisory Committee Members) are comprised of eight (8)
Executive Directors who were employees of Nippon Steel with
intimate knowledge of Nippon Steel’s businesses, and three (3)
Outside Directors who have vast experience in, and deep
insights into, such areas as employment, labor, corporate
management, international affairs, economies and cultures. The
Directors who are Audit & Supervisory Committee Members are
comprised of three (3) Directors who were employees of Nippon
Steel with intimate knowledge of Nippon Steel’s businesses,
and four (4) Outside Directors who have vast experience in, and
deep insights into, such areas as laws, public administration,
public finances, corporate accounting and economies.

The execution of important matters concerning the
management of Nippon Steel and the Nippon Steel Group is
determined at the Board of Directors’ meeting (held about once
per month) after deliberations in the Corporate Policy
Committee (once a week, in principle) comprised of the
Representative Director and Chairman, Representative Director
and President, Representative Directors and Executive Vice
Presidents, and other members, pursuant to Nippon Steel’s rules.

As corporate organizations engaging in deliberations before
the Corporate Policy Committee and the Board of Directors,
there are 23 company-wide committees in total, including the
Ordinary Budget Committee, the Plant and Equipment
Investment Budget Committee, the Investment and Financing
Committee, the Fund Management Committee, the Technology

Development Committee, the Environment Management

AN

Committee, and the Risk Management Committee, depending
on each purpose and each area.

In fiscal 2019 the Board of Directors’ meeting was held 15
times.

The Nomination and Compensation Advisory Committee has
been established to conduct discussions and deliberations on a
wide range of topics relating to the nomination and
compensation of the Directors in general, including the
compositions of the entire Board of Directors and the Audit &
Supervisory Committee, the system and levels of the Directors’
compensation, and other topics.

The Nomination and Compensation Advisory Committee
comprises six members: the Representative Director and
Chairman, Kosei Shindo, the Representative Director and
President, Eiji Hashimoto, and Outside Directors Noriko Iki,
Tetsuro Tomita, Masato Kitera and Hiroshi Obayashi. The
Representative Director and President serves as the chairman
of the Committee. The Nomination and Compensation Advisory
Committee, as a general rule, is held twice a year. In fiscal 2019
the Nomination and Compensation Advisory Committee

meeting was held in June and December.

Enhancing the supervisory function over management and
expediting management decision-making
At Nippon Steel, by all Directors appropriately fulfilling
their roles and responsibilities, prompt decision-makings
are achieved corresponding to changes in the
management environment, and multifaceted deliberations
and objective and transparent decision-making by the
Board of Directors are secured.

Due to a transition to a Company with an Audit & Supervisory
Committee, Directors who are Audit & Supervisory Committee
Members have voting rights on the Board of Directors regarding
decisions on proposals for the election and dismissal of
Directors as well as on election and dismissal of Representative
Directors, and other decisions in general regarding business

execution (excluding decisions that have been delegated to

Measures implemented to enhance corporate governance

Reduction of the number of directors in the
Articles of Incorporation from 48 to 15*

(* Increase to 20 when Nippon Steel & Sumitomo
Metal Corporation was established in 2012)
Adoption of the Executive Management System
Adoption of a limited liability contract with
External Auditors

June 2006

Appointment of Outside Directors (two)
Adoption of a limited liability contract with Outside
Directors

June 2014
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Adoption of a limited liability contract with full-time

une 2015
/ Audit & Supervisory Board Members
Establishment of the Nomination and Compensation
October 2015 . . P
Advisory Committee
Increase the number of Outside Directors to three
June 2018 . .
(appointment of a female director)
Transition to a Company with an Audit & Supervisol
June 2020 i PSR

Committee
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Directors). The Audit & Supervisory Committee has the authority
to give its opinions at the General Meeting of Shareholders
regarding the election, compensation, etc. of Directors, excluding
Directors who are Audit & Supervisory Committee Members. This
structure enhances strengthens the supervisory function of the
Board of Directors over management compared to a company
structure with an Audit & Supervisory Board, which the Company
had previously adopted.

In accordance with the transition, the Board of Directors of
Nippon Steel delegates part of the decisions regarding execution
of important operations (excluding matters listed in each item of
Avrticle 399-13, Paragraph 5 of the Companies Act) to the
Representative Director and Chairman and Representative
Director and President, thereby expediting management
decision-making, while enhancing discussions by the Board of
Directors relating to matters, such as the formulation of
management policies and strategies, important business
strategic issues, safety, environmental issues, disaster
prevention, and quality assurance.

Streamlining of the management structure

In accordance with the transition to a Company with an Audit &
Supervisory Committee, Nippon Steel has streamlined the
management structure.

In light of the absorption of Nippon Steel Nisshin Co., Ltd. as of
April 1, 2020, the number of attendees at the meeting of the
Board of Directors of Nippon Steel was reduced by 2 from 20 (13
Directors and 7 Audit & Supervisory Board Members) prior to the
General Meeting of Shareholders held in 2020 to 18 (11 Directors
(excluding Directors who are Audit & Supervisory Committee
Members) and 7 Directors who are Audit & Supervisory
Committee Members).

Before integration and
reorganization of the
organization of steelworks

After integration and
reorganization
(as of April 1, 2020)

Bar & Wire Rod Unit : Muroran Works Muroran Works

Bar & Wire Rod Unit : Kamaishi Works

Kashima Works

East Nippon Works
Kimitsu Works

Titanium Unit : Naoetsu Works

Nagoya Works Nagoya Works

Railway, Automotive & Machinery
Parts Unit : Osaka Steel Works

Pipe & Tube Unit : Amagasaki Works }

Kansai Works

Wakayama Works

Hirohata Works
Kure Works of
Nippon Steel Nisshin
Sakai Works of
Nippon Steel Nisshin
Osaka Works of
Nippon Steel Nisshin
Toyo Works of
Nippon Steel Nisshin

Setouchi Works

Yawata Works

Kyushu Works
Oita Works
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Increasing efficiency of the entire corporate organization
and operations

In addition to expediting management decision-making and

streamlining of the management structure, Nippon Steel has

been further increasing efficiency in the corporate-wide

organization and business management.

As of April 1, 2020, as a part of reviewing the entire corporate
organization and operations with the aim of raising autonomy
and efficiency of manufacturing sites and restoring “strength in
manufacturing®” the biggest challenge, Nippon Steel integrated
and reorganized the 16 works  (including those of Nippon Steel
Nisshin) into an organization of six steelworks (Muroran, East
Nippon, Nagoya, Kansai, Setouchi, and Kyushu) and the
organization of each steelworks was substantially restructured
and the number of divisions was reduced by over 30% in order
to eliminate organizational redundancy and establish an
efficient management structure. The headquarters also reduced
the number of departments by 30% through bundling of the
current organization while the entire-company control function
of each division has been maintained. Similar streamlining
efforts to integrate and reorganize divisions and departments
have been carried out in domestic office and branches, R&D
Laboratories, and other organizations.

By taking these streamlining efforts of the entire corporate
organization, the Company strives to build an organization
that enables more efficient business operation with a smaller
staff and, at the same time, share technology, skills, and
know-hows by a broader organization. Through pursuit and
realization of merits from optimization and speedy problem
solving, the Company aims at the enhancement of the

steelmaking business.

* Capability of stable production as planned in line with demand, with a focus on cost control

\— Muroran Works

East Nippon Works

Kansai Works
°, .
Kyushu Works
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~ ‘ Nagoya Works

Setouchi Works

Internal control system and risk management

Internal control system based on autonomous
internal controls
To comply with applicable laws and regulations, and ensure
integrity of financial reporting and effectiveness and efficiency
of business, Nippon Steel has established internal control and
risk management systems, based on autonomous activities by
internal divisions and group companies, according to the Basic
Policy on Internal Control System, which was resolved by the
Board of Directors, and the Internal Control Basic Rules. The
Internal Control & Audit Division cooperates closely with each
area’s functional division in charge of risk management,
develops annual plans concerning internal control and risk
management, prepares a scheme for check and review,
regularly ascertains the status of internal control across the

entire Group, and works at continual improvement.

Risk management supervisory system

The Risk Management Committee, chaired by the Executive
Vice President in charge of the Internal Control & Audit
Division, receives regular reports from the Division on the
development and execution status of the internal control
annual plan, the compliance status of laws and regulations,
and the matters related to risk management, which include
adherence to the Code of Conduct of Nippon Steel Group
Company and other company rules as well as ESG risks, such
as labor safety, workplace sexual or power harassment and
other abuse of human rights, environmental issues, disaster
prevention, quality assurance, financial reporting, and
information security. The Committee then deliberates and
checks the status of measures taken. What was deliberated
and ascertained by the Risk Management Committee,
including important risks, is reported and deliberated by the
Corporate Policy Committee, attended by the Representative
Director and Chairman and Representative Director and
President among other members.

The Board of Directors evaluates effectiveness of
supervision of risk management and internal control by
receiving regular reports on managerial important risks,
including those originated by the Risk Management

Committee and the Corporate Policy Committee.

Business risks, etc. are stated in the
Securities Report, p.26-30.

https://www.nipponsteel.com/ir/pdf/
nipponsteel_jp_br_2019_all.pdf

(available only in Japanese)

88

Internal control system of the Group

Nippon Steel has established an operational organization
for its internal control systems. This organization consists
of the Internal Control & Audit Division (23 full-time and 22
concurrently with their other posts), which is responsible
for the internal control plan and internal audits, and
functional divisions responsible for managing risk in each
field (@bout 700 staff members). Nippon Steel has also
designated persons in charge of risk management (about
150 for Nippon Steel) and persons responsible for risk
management (about 550 in Group companies) who are
engaged in planning and promoting autonomous internal-
control activities in each division and each Group company.
Each division and each Group company are encouraged to
take autonomous initiatives and share information on
internal control and risk management in regularly-held
meetings and other venues.

Recognizing that creation of a sound and open organization
is indispensable in raising efficiency of internal control,
Nippon Steel emphasizes dialogues in and out of workplaces
and regularly conducts awareness surveys regarding internal
controls to all employees. By doing these, the Company
checks the employees’ awareness on the compliance and
internal control activities, carry out education and
enlightenment through the survey, and complement the
internal control system. Based on these results, the
effectiveness of the internal control system is regularly
reviewed for achieving greater efficiency in management and

is incorporated in an internal control plan of the next year.

A Whistleblower system

As a whistleblower system, the Compliance Consulting Room
(internal contact: the Internal Control & Audit Division; external
contact: an external professional organization) was established
to receive information not only from employees of Nippon Steel
and the Group companies, but also from their families,
suppliers, and others. The Room receives reports and
consultation (that may be made anonymously) on a wide range
of subjects - from violation of laws, regulations, or company
rules to ascertaining of rules thought to be needed for
operations. It is also positioned as one of the bodies that
monitors the status of internal control activities, in addition to
its functions on compliance and optimization of operations,
such as to prevent accidents and violation of laws, and to
improve operations. In fiscal 2019, there were 425 cases of

internal reporting and consultations.

NIPPON STEEL CORPORATION
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Supervision

Supervision by the Audit & Supervisory Committee

The Audit & Supervisory Committee acts with the obligation of
contributing to the establishment of a high-quality corporate
governance system that enables sound and sustainable growth of
Nippon Steel and its Group companies, by supervising the
performance of responsibilities by Directors and acting as part of
the Company’s oversight function, as an independent organ
fulfilling its roles and responsibilities that are recently expected, in
response to the delegation of responsibilities by the shareholders,
and social trust.

Specifically, Audit & Supervisory Committee Members who are
mutually elected by the Committee cooperate closely with Internal
Audit Departments, and proceed with daily supervisory activities in
a planned way, with a main focus on the development and
operation of the internal control system, the development of
business infrastructure, and the progress of various measures for
management plans, in accordance with, among others, the audit
and supervisory standards, and the policies and plans of audit and
supervision as set forth by the Audit & Supervisory Committee. In
addition, the Audit & Supervisory Committee Members attend
important meetings, such as meetings of the Board of Directors,
and conduct onsite audits of steelworks and other facilities.
Further, the Audit & Supervisory Committee Members ask
Executive Directors and employees, among others, to explain the
performance of their responsibilities, and other related matters,
and actively express opinions.

For the Group companies, the Audit & Supervisory
Committee Members of Nippon Steel exchange opinions and
information with the Directors of the Group companies and
the Directors, etc. of the responsible divisions of Nippon Steel,
and as necessary, receive business reports from them and ask
them for explanations. Further, the Audit & Supervisory
Committee Members of Nippon Steel seek to improve the
quality of the supervisory activities as the whole Group, by
establishing close cooperation with the Group companies’
audit & supervisory board members, through liaison
conferences and other opportunities.

The full-time Directors who are Audit & Supervisory
Committee Members strive to exchange opinions with the
Executive Directors and staff in Internal Audit Departments
and other departments, collect information, and prepares the
audit environment, pursuant to the audit policy and plan
stipulated by the Audit & Supervisory Committee. They also
attend the Board of Directors, the Corporate Policy Committee,
and other meetings, interview relevant people on the agenda

or matters to be reported and discussed and on other
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important matters, receive reports from the Accounting
Auditor, and conduct surveys on the status of business and
assets in the headquarters, steelworks, and other places.

The Outside Directors who are Audit & Supervisory
Committee Members contribute to Nippon Steel’s sound and
fair management by, among other tasks, expressing their
respective opinions independently at the Board of Directors,
the Audit & Supervisory Committee, and other opportunities,
and performing supervisory activities, including audits on the
business and affairs and the status of assets at major
steelworks, etc. and hearing of reports from the Accounting
Auditor, based on their vast experience in, and deep insights
into, such areas as laws, public administration, public
finances, corporate accounting and economies. In addition,
Outside Directors who are Audit & Supervisory Committee
Members strive to share information and understanding about
Nippon Steel’s management issues with the Representative
Director and Chairman, Representative Director and President
and Outside Directors (excluding Directors who are Audit &
Supervisory Committee Members) through liaison meetings
and other means, as well as opportunities for exchanging
opinions exclusively among Outside Directors.

Nippon Steel has established the Audit & Supervisory
Committee Members’ Office and has assigned dedicated staff
members, in order to assist the Audit & Supervisory
Committee in the smooth execution of its duties. In addition,
the Head of the Human Resources Division discusses with the
Audit & Supervisory Committee in advance the transfer and
evaluation, etc. of the dedicated staff members to ensure
their independence from the executive divisions and the
effectiveness of the Audit & Supervisory Committee’s

instructions to the dedicated staff members.

Cooperation between the Audit & Supervisory Committee
and Internal Audit Departments

The full-time Audit & Supervisory Committee Members attend

quarterly meetings of the Risk Management Committee. The

Audit & Supervisory Committee receives regular reports from

the Internal Control & Audit Division, and both parties

exchange opinions to ensure close collaboration.

In addition, the Audit & Supervisory Committee regularly
interviews functional divisions managing important risks, such
as safety, environment, disaster prevention, quality assurance
and other matters, on the status of their respective activities,
to enhance the effectiveness of audit activities. Moreover, the

Internal Control & Audit Division and functional divisions

formulate an annual plan based on the opinions of the Audit

& Supervisory Committee.

Cooperation between the Audit & Supervisory Committee
and the Accounting Auditor

At the beginning of a fiscal year, the Audit & Supervisory
Committee and the Accounting Auditor exchange opinions on
matters of concern from the previous fiscal year, items of
focus in the audit and other matters, based on the audit plan
drafted by the Accounting Auditor, so that an effective
accounting audit can be executed.

Moreover, at each quarter, the Audit & Supervisory
Committee Members, particularly the full-time Members,

receive a report on the progress and the results of the

quarterly review from the Accounting Auditor and exchange
opinions regarding matters stated in the quarterly report
including non-financial information. Furthermore, at the end
of a fiscal year, the Audit & Supervisory Committee receives
the Auditor’s Report and a report on the audit results
including the priority audit items for the period from the
Accounting Auditor, and uses such reports for the basis of the
Audit Report, which is subsequently prepared by the Audit &
Supervisory Committee.

In addition, the Audit & Supervisory Committee Members,
particularly the full-time Members, and the Accounting
Auditor cooperate and mutually contribute to forming their
respective audit opinions by exchanging opinions on audit

activities at regular liaison conferences.

Policies on and Procedures in the Nomination of Director Candidates and the
Appointment and Dismissal of Senior Management

Policies on the Nomination of Director Candidates and
the Appointment of Senior Management
For the nomination of Director candidates, and the
appointment of senior management, Nippon Steel’s policy is
to consider not only each individual’s experience, insight,
and expertise, but also the size of each of the Board of
Directors and the Audit & Supervisory Committee as a whole,
and the balance of candidates comprising these respective
boards (including the number of Outside Directors) so that
Nippon Steel will establish an optimum board composition in
which each individual is able to appropriately fulfill its role
and responsibilities and properly respond to the
management challenges of the Group’s business.

Nippon Steel believes the appointment of the President
and other senior management to be one of the most
important roles/functions of the Board of Directors. To
ensure that optimum human resources who are capable of
realizing the sustainable growth of the entire Group and
the mid- to long-term improvement of its corporate value
are appointed to the office of President and other senior
management in a timely manner, Nippon Steel provides
various opportunities for Directors and Executive Officers
who are to become successor candidates to improve their
credentials by strategically assigning and rotating them to

various positions, and by other means as well.

Procedures in the Nomination of Director Candidates and
the Appointment of Senior Management
The nomination of Director candidates and the

appointment of senior management are resolved at the
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Board of Directors after discussion at the Nomination and
Compensation Advisory Committee. The Nomination and
Compensation Advisory Committee conducts discussions
and deliberations from various perspectives, in accordance
with the policies stated in il above, taking into account,
among others, the sizes of the entire Board of Directors and
the Audit & Supervisory Committee and the balance among
the candidates who will comprise the members.

The nomination of candidates for Directors who are Audit
& Supervisory Committee Members is to be submitted to
the Board of Directors for deliberation, after the approval at

the Audit & Supervisory Committee.

Procedures in the Dismissal of the President and Other
Senior Management
In the event that any disqualification for Directors as
stipulated by laws and regulations occurs to the President
or other senior management, Nippon Steel shall dismiss
him or her from the President or other managerial positions
by the resolution of the Board of Directors. In addition, in
the event that the President or other senior management
has engaged in any acts suspected of committing fraud or
breach of trust, or in the occurrence of an incident to the
President or other senior management that has caused
significant hindrance to the continuation of duties, etc.,
Nippon Steel may dismiss him or her from the President or
other managerial positions by the resolution of the Board
of Directors, while also taking into account discussions and
deliberations at the Nomination and Compensation

Advisory Committee as necessary.
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Policies on and Procedures in Determining the Compensation of the Directors by
the Board of Directors

Policies on Determining the Compensation

(1)Directors (excluding Directors who are Audit & Supervisory

Committee Members)
Nippon Steel sets the base amount of compensation for

each Director’s rank taking into consideration each

Director’s required skills and responsibilities, and this base

amount varies within a specific range based on Nippon

Steel’s consolidated results, and the amount of each

Director’s monthly compensation is determined within the

limit approved by the General Meeting of Shareholders.

Such limit was approved at 140 million yen per month (of

which 12 million yen is for Outside Directors) by the 96th
General Meeting of Shareholders held on June 24, 2020.

(2) Directors who are Audit & Supervisory Committee
Members

Nippon Steel determines the monthly compensation for

each Director who is Audit & Supervisory Committee

Member, within the limit approved by the General Meeting

of Shareholders, by considering the Director’s
responsibilities, depending on its rank and whether the

Director is full-time or part-time.

Such limit was approved at 22 million yen per month by
the 96th General Meeting of Shareholders held on June 24,

2020.

(Performance-linked compensation)

Compensation for Directors (excluding Directors who are

Audit & Supervisory Committee Members and Outside

Directors) consists only of monthly compensation, and is all

based upon performance of Nippon Steel, in order to give

incentives for the Group’s sustainable growth and
improvement of its corporate value.
Although compensation for Directors who are Audit &

Supervisory Committee Members (excluding Outside

Directors) is fixed compensation in principle, the amount of

compensation will be increased or decreased only in the
event of significant changes in the consolidated
performance of Nippon Steel.

Although compensation for Outside Directors is fixed
compensation in principle, the amount of compensation
may be increased or decreased only in the event of
significant changes in the consolidated performance of
Nippon Steel.

As indicators for performance-linked compensation,
Nippon Steel uses consolidated annual profit/loss, which

clearly indicates its business performance, and business
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profit/loss in the steelmaking segment, which accounts for
about 90% of consolidated revenues, while taking into
account other factors including revenue targets in the
Mid-Term Management Plan.

Nippon Steel abolished its retirement benefits for
Directors in 2006. Furthermore, the policies relating to
bonuses were deleted from the “Policies regarding the
Decision on the Amount of Compensation for Directors” in
2013, and this has continued since the transition to a

Company with an Audit & Supervisory Committee.

Procedures for Determining the Compensation

The policies on determining compensation mentioned in [Ell
above for Directors (excluding Directors who are Audit &
Supervisory Committee Members) and the specific amount of
monthly compensation of each Director (excluding Directors
who are Audit & Supervisory Committee Members) are
resolved at the Board of Directors after discussion at the
Nomination and Compensation Advisory Committee.

The Nomination and Compensation Advisory Committee
conducts discussions and deliberations on a wide range of
topics including the system of Directors’ compensation and
the appropriateness of the compensation levels by position,
taking into account the survey results of directors’
compensation levels of other companies obtained from
third-party research organizations.

The policies on determining compensation for Directors who are
Audit & Supervisory Committee Members and the specific amount
of monthly compensation of each Director who is Audit &
Supervisory Committee Member are determined by discussions of

the Directors who are Audit & Supervisory Committee Members.

Total amounts of Compensation for Directors and Audit &
Supervisory Board Members (FY2019)

Aggregate amount of

Number of .
Category et remuneration
EEIEES (millions of yen)
Directors 15 910
Of which, Outside Directors 3 43
Audit & Supervisory Board 9 210
Members
Of which, Outside Audit & 5 57
Supervisory Board Members
Total 24 1,120

* The above number of recipients includes two (2) Directors and two (2) Audit & Supervisory
Board Members (including one (1) Outside Audit & Supervisory Board Member) who resigned
at the conclusion of the 95th General Meeting of Shareholders held on June 25, 2019.

Analysis and Evaluation of the Effectiveness of
the Board of Directors as a Whole

At Nippon Steel, the office of the Board of Directors (General
Administration Division) conducts quantitative analysis
through comparison of the number of the agenda items
submitted for deliberation or reported to the Board of
Directors and the number of hours of deliberation, as well as
the attendance rate and the number of opinions expressed by
attendees at the meetings of the Board of Directors with
these of prior years; and the Board of Directors, taking into
account self-assessments and opinions of each member of the
Board of Directors on the operation of the Board of Directors
obtained through individual interviews with them, annually
analyzes and evaluates the effectiveness of the entire Board
of Directors and utilizes such analysis and evaluation to
improve the future operation and administration of the Board
of Directors.

The Board of Directors, at its meeting held in June 2020,
analyzed and evaluated the effectiveness of the Board of
Directors for fiscal 2019, confirming that the Board of Directors

functions effectively because, among other reasons, all of the

matters submitted for deliberation or reported to the Board of
Directors pursuant to the Companies Act or Nippon Steel’s
rules were resolved or confirmed, after discussion among
Directors and Audit & Supervisory Board Members, from the
point of view of improvement of Nippon Steel’s corporate
value in the mid- to long-term or other various perspectives,
with relevant information being provided in advance. In
addition, from the standpoint of further enhancing the
effectiveness of the Board of Directors, Nippon Steel has
decided to take the opportunity of the transition to a
Company with an Audit & Supervisory Committee to enhance
discussions by the Board of Directors relating to matters such
as the formulation of management policies and strategies,
enhance the supervisory function of the Board of Directors
over management, and devise and improve the operation of
meetings that contribute to these efforts, based on the
opinions voiced by each Director and Audit & Supervisory

Board Member in the effectiveness evaluation for fiscal 2019.

Training Policy for Directors

Nippon Steel, via relevant officers, explains its corporate
philosophy and the Group business lineups, among others, to
each Outside Director individually once they assume their
positions. In addition, after the assumption, Nippon Steel
proactively provides opportunities for them to visit
steelworks, research laboratories, and to have dialogue with
the Chairman, the President, and the Vice Presidents. Nippon
Steel also explains anew to Executive Directors and Directors

who are Audit & Supervisory Committee Members, both of

whom were employees of Nippon Steel, their responsibilities
under important applicable laws and regulations such as the
Companies Act, and Nippon Steel’s rules, upon the
assumption of their positions. Moreover, Nippon Steel
provides opportunities for Directors to attend exchanges of
opinions with outside experts and executives of other

companies, as well as lectures and seminars.

Independence of Outside Directors, and supporting system for Outside Directors

Independence of Outside Directors

Nippon Steel decides the independence of Outside Directors in
accordance with the independence standards set by the
financial instruments exchanges in Japan (e.g. Tokyo Stock
Exchange), considering each individual’s personal relationship,
capital relationship, transaction relationship, and other

interests with Nippon Steel.
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Supporting System for Outside Directors

Nippon Steel supports the performance of responsibilities by
Outside Directors by assigning a sufficient number of staff
members in the General Administration Division and the Audit
& Supervisory Committee Members’ Office, and timely and
appropriately providing company information such as offering
prior explanations about the matters to be submitted for
deliberation or reported to meetings of the Board of Directors

and other important meetings.
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Reasons for designation as Independent Directors

Outside
Directors

Reasons

Noriko Iki

Although Ms. Iki serves as President of Japan Institute for Women’s Empowerment & Diversity Management, to which
Nippon Steel outsources a part of its in-house trainings and pays the membership fee, since the amount of outsourcing
fee paid to the said institute accounts for less than 1% of the consolidated selling, general and administrative expenses
of Nippon Steel, the said institute is not a specified associated service provider of Nippon Steel. The annual membership
fee paid to the said institute by Nippon Steel is 650,000 yen. She does not conflict with the independence standards as
set by each financial instruments exchange on which Nippon Steel is listed (e.g. Tokyo Stock Exchange), and does not have
any special interests with Nippon Steel.

Because Nippon Steel believes that there is no possibility of a conflict of interest between her and the general
shareholders as stated above, Nippon Steel has designated her as an Independent Director.

Tetsuro
Tomita

Although Mr. Tomita is engaged in the execution of business of East Japan Railway Company, which has a business
relationship with Nippon Steel for transactions of steel and other products/services, since the amount of transactions
with the said company accounts for less than 1% of the consolidated revenue of NIPPON STEEL, the said company is not a
specified associated service provider of Nippon Steel. He does not conflict with the independence standards as set by each
financial instruments exchange on which Nippon Steel is listed (e.g. Tokyo Stock Exchange), and does not have any special
interests with Nippon Steel.

Because Nippon Steel believes that there is no possibility of a conflict of interest between him and the general
shareholders as stated above, Nippon Steel has designated him as an Independent Director.

Masato
Kitera

Mr. Kitera does not conflict with either the independence standards or attribute information as set by each financial
instruments exchange on which Nippon Steel is listed (e.g. the Tokyo Stock Exchange), and does not have any special
interests in Nippon Steel.

Because Nippon Steel believes that there is no possibility of a conflict of interest between him and the general
shareholders as stated above, Nippon Steel has designated him as an Independent Director.

Hiroshi
Obayashi

Mr. Obayashi does not conflict with either the independence standards or attribute information as set by each financial
instruments exchange on which Nippon Steel is listed (e.g. the Tokyo Stock Exchange), and does not have any special
interests in Nippon Steel.

Because Nippon Steel believes that there is no possibility of a conflict of interest between him and the general
shareholders as stated above, Nippon Steel has designated him as an Independent Director.

Jiro Makino

Mr. Makino does not conflict with either the independence standards or attribute information as set by each financial
instruments exchange on which Nippon Steel is listed (e.g. the Tokyo Stock Exchange), and does not have any special
interests in Nippon Steel.

Because Nippon Steel believes that there is no possibility of a conflict of interest between him and the general
shareholders as stated above, Nippon Steel has designated him as an Independent Director.

Seiichiro
Azuma

Mr. Azuma does not conflict with either the independence standards or attribute information as set by each financial
instruments exchange on which Nippon Steel is listed (e.g. the Tokyo Stock Exchange), and does not have any special
interests in Nippon Steel.

Because Nippon Steel believes that there is no possibility of a conflict of interest between him and the general
shareholders as stated above, Nippon Steel has designated him as an Independent Director.

Hiroshi
Yoshikawa

Although Mr. Yoshikawa was engaged in the execution of business of The University of Tokyo until March 2016, to which
Nippon Steel makes donations, he currently does not engage in the execution of business of the university. Furthermore,
the university is not a specified associated service provider of Nippon Steel. Nippon Steel donates eighteen million
(18,000,000) yen annually for a corporate sponsored research program in the School of Engineering at The University of
Tokyo. He does not conflict with the independence standards as set by each financial instruments exchange on which
Nippon Steel is listed (e.g. Tokyo Stock Exchange), and does not have any special interests with Nippon Steel.

Because Nippon Steel believes that there is no possibility of a conflict of interest between him and the general
shareholders as stated above, Nippon Steel has designated him as an Independent Director.
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The Basic Policy on the Composition of Persons to Control the Decision-Making
over the Financial and Business Policies of the Company

Under the corporate philosophy that the Nippon Steel Group
will pursue world-leading technologies and manufacturing
capabilities, and contribute to society by providing excellent
products and services, the Nippon Steel Group aims to
improve its corporate value, and further the common
interests of its shareholders, by enhancing its
competitiveness and profitability through the planning and
execution of management strategies.

Nippon Steel believes that in the event a third party
proposes the acquisition of substantial shareholdings in
Nippon Steel (a “Takeover Proposal”), the ultimate decision
as to whether or not to accept the Takeover Proposal should
be made by the then shareholders of Nippon Steel. On the
other hand, Nippon Steel believes that such Takeover
Proposals could include those with the potential to cause
clear damage to the corporate value of Nippon Steel or the
common interests of the shareholders of Nippon Steel or

those with the potential to practically coerce shareholders

into selling their shares of Nippon Steel.

Consequently, Nippon Steel pays close attention to the
status of trading of shares of Nippon Steel and changes of
its shareholders in order to prepare for such disadvantages
to the shareholders of Nippon Steel in the event a Takeover
Proposal is made by a third party, and, for the occasions
where a Takeover Proposal is actually made, makes efforts to
enable its shareholders to make an appropriate informed
judgment based on sufficient information and with a
reasonable time period to consider such proposal. If a
Takeover Proposal is reasonably judged to damage the
corporate value of Nippon Steel, which could result in harm
to the common interests of shareholders of Nippon Steel,
Nippon Steel aims to protect its corporate value and the
common interests of its shareholders by taking prompt and
appropriate measures to the extent permitted under the

then applicable laws and regulations.

Significance of having listed subsidiaries

Nippon Steel is aiming at the Group’s sound and sustainable
growth, improvement of its corporate value in the medium- to
long-term, and winning the trust of society under the
“Corporate Philosophy of the Nippon Steel Group.” In addition,
Nippon Steel establishes and appropriately manages an
internal control system suitable for the business of the Group
to comply with applicable laws and regulations, and ensure
integrity of financial reporting, as well as effectiveness and
efficiency of business, and continues to improve such system.
Under this basic policy, Nippon Steel and its Group companies
share business strategies and manage the Group as a whole,
while taking into account the business characteristics of each
Group company. With respect to control of the Group
companies, Nippon Steel sets forth basic rules in the Rules for
Control of Group companies, and ensures their appropriate
application, while each Group company builds and maintains its
internal control system based on autonomous internal controls,
and seeks to improve measures relating to internal controls
based on support, guidance, and advice from Nippon Steel.

In order to ensure the independence of listed subsidiaries,

each listed subsidiary confirms that the terms and conditions of

transactions between the parent company and the subsidiary
are reasonably determined on the basis of general contract
terms and conditions with other customers, market prices or
other reasonable criteria and that the interests of the
subsidiary are not harmed.

Furthermore, in order to ensure independent decision-making
at listed subsidiaries, each listed subsidiary has a system in
place where one-third or more of Directors are Independent
Outside Directors, or where one-third or more of attendees at
the meetings of the Board of Directors are Independent Outside
Directors and Independent Outside Audit & Supervisory Board
Members, and the Company believes that the autonomous
management has been achieved for each listed subsidiary in
this manner.

Nippon Steel currently has five listed subsidiaries. (NS
Solutions Corporation, Sanyo Special Steel Co., Ltd., Osaka Steel
Co., Ltd., Krosaki Harima Corporation, Geostr Corporation)
Significance of having the listed subsidiaries is stated in the
Corporate Governance Report, “5. Other Special Circumstances

which may have Material Impact on Corporate Governance.”

Significance of having listed subsidiaries is stated in the Corporate Governance Report, p.14-16.

https://www.nipponsteel.com/en/ir/library/pdf/cg.pdf
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Strategic Shareholdings

Policy on Strategic Shareholdings

Nippon Steel, from the standpoint of sustainable growth
and improvement of its corporate value in the mid- to long-
term, believes that it is extremely important to maintain
and develop the relationships of trust and alliance with its
extensive range of business partners and alliance partners
both in Japan and overseas, which have been cultivated
through its business activities over the years. Accordingly,
Nippon Steel shall continue to hold strategic shareholdings
which are judged to contribute to maintaining and
strengthening its business foundation such as the business
relationships and alliance relationships between Nippon
Steel and the investees, enhancing the profitability of both
parties, and thereby improving the corporate value of
Nippon Steel and the Group. Regarding companies for
which Nippon Steel confirms, after sufficient dialogues, to
be able to achieve the objectives described above without
holding their shares, the Company intends to proceeds

with the sale of shares in such companies.

Examination of the Appropriateness of the Strategic
Shareholdings
Nippon Steel confirms the appropriateness of its strategic
shareholdings by specifically examining all shareholdings to
determine, among others, whether the purpose of each
shareholding is appropriate and whether the benefit and risk
associated with each shareholding is commensurate with
the cost of capital. Of these shareholdings, each

shareholding with the market value exceeding a certain
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threshold is examined each year at the Board of Directors.
The total market value of the shareholdings examined at the
Board of Directors accounts for approximately 90% of the
total market value of the strategic shareholdings held by
Nippon Steel on a consolidated basis (as of March 31, 2020).
The number of stocks held as strategic shareholdings by
Nippon Steel on a non-consolidated basis was 495, as of
October 1, 2012, when Nippon Steel & Sumitomo Metal
Corporation was founded, while 308 stocks were held as of
March 31, 2020 (total value on the balance sheet was 237.9
billion yen).

Basic Policy on Exercise of Voting Rights Concerning
Strategic Shareholdings
Regarding the voting rights concerning each strategic
shareholding, Nippon Steel exercises its voting rights upon
comprehensively evaluating whether the agenda of the
General Meeting of Shareholders of the investee company
contributes to the improvement of the respective corporate
values of Nippon Steel and the investee company.
Specifically, Nippon Steel formulates criteria for the
exercise of voting rights which set forth guidelines for
judgment according to the type of agenda items such as
the appropriation of surplus, the election of Directors and
Audit & Supervisory Board Members, etc., and exercises its
voting rights based on these criteria together with the
results of the examination of the appropriateness of the

shareholdings in [l above.

Policy for Dialogues with Shareholders and Investors

With a view to achieving sustainable growth and
improvement of Nippon Steel’s corporate value in the mid-
to long-term, Nippon Steel takes various measures to
enhance constructive dialogues with the shareholders. The
dialogues with the shareholders and investors are
generally supervised by the Director responsible for
General Administration and the Director responsible for
Accounting and Finance, and the General Administration
Division and the Accounting & Finance Division work in
conjunction with other divisions of Nippon Steel to
enhance the measures.

Specifically, for shareholders, in addition to striving to
actively provide information to the shareholders and
sincerely responding to their questions and comments in
the General Meeting of Shareholders, Nippon Steel holds
management business briefings and plant tours, regularly
in various locations, and issues information booklets. On
the other hand, for institutional investors, Nippon Steel
not only explains its management strategies, business
lineups, business performance and other related matters,
by means of briefings on financial results in each quarter,

briefings on the Mid-Term Management Plan, steelworks/

research laboratory tours, and other opportunities, but
also holds small meetings for investors and various
conferences, and visits to overseas institutional investors.
Senior management and an officer in charge of IR attend
these dialogues, as necessary.

Nowadays, Nippon Steel also puts efforts on dialogues
on ESG. In December 2019, the Company held a briefing on
sustainability, the first one as a Japanese steel company,
made a presentation on the Company’s environmental
management, response to climate change issues,
contribution to a circular economy, and other themes, and
had an active Q&A session with about 100 attendees.
Nippon Steel is also engaged in constructive dialogues in
the “Climate Action 100+”, an initiative led by institutional
investors worldwide, who call on companies to take action
on climate change.

Opinions and other comments received from the
shareholders and investors through the above-listed
initiatives are reported and fed back to the Board of
Directors and others responsible for the dialogues with

the shareholders and investors on a regular basis.

“Nippon Steel Corporate Disclosure and Dialogue Policy”

Nippon Steel’s website

https://www.nipponsteel.com/en/ir/management/disclosure.html.

Please see details on corporate governance in Nippon Steel’s Corporate Governance
Report and Securities Report.

Corporate Governance Report https://www.nipponsteel.com/en/ir/library/pdf/cg.pdf

Securities Report

(available only in Japanese)
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Executives

(As of June 24, 2020)

Representative Director and Chairman
Kosei Shindo

Status of attendance at the meetings 1 00
’ of the Board of Directors(FY2019) %
April 1973 Joined Nippon Steel Corporation(NSC)
June 2005 Director (Member of the Board) and General Manager,
Corporate Planning Division of NSC
June 2006 Director (under the Executive Management System) and
General Manager, Corporate Planning Division of NSC
April 2007 Director (under the Executive Management System) and
General Manager, General Administration Division of NSC
April 2009 Executive Vice President (under the Executive Management
System) of NSC
June 2009 Representative Director and Executive Vice President of NSC

October 2012 Representative Director and Executive Vice President of the
Company

Representative Director and President of the Company
Representative Director and Chairman of the Company

April 2014
April 2019

Representative Director and Executive Vice President
Shinji Tanimoto

Status of attendance at the meetings 94
of the Board of Directors(FY2019) %

April 1982 Joined NSC
April 2009 Director

General Superintendent, Sakai Works, Structurals Div.
April 2011 Director

General Superintendent, Yawata Works

October 2012  Executive Officer
Head of Works, Yawata Works

April 2013 Managing Executive Officer
Head of Works, Yawata Works

April 2015 Managing Executive Officer and Head of Center, Plant
Engineering and Facility Management Center of the Company

June 2015 Managing Director, Member of the Board and Head of Center,
Plant Engineering and Facility Management Center of the
Company

April 2017 Managing Director, Member of the Board of the Company

April 2018 Representative Director and Executive Vice President of the

Company

December 2019 Representative Director, Executive Vice President and Deputy
Project Leader, India Iron and Steel Project, Global Business
Development Sector of the Company

Intellectual Property; Safety; Plant Safety; Technical Administration

& Planning (including Standardization); Quality Management; Plant
Engineering and Facility Management; Ironmaking Technology;
Steelmaking Technology; Energy Technology; Slag, Cement & Resource
Recycling Deputy Project Leader, India Iron and Steel Project, Global
Business Development Sector; Cooperating with Executive Vice
President A. Migita on Environment
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April 1979
April 2009

April 2011
October 2012
April 2013
July 2015
April 2016
June 2016

April 2019

April 1982
April 2013

April 2016

June 2016

April 2018

Representative Director and President
Eiji Hashimoto

Status of attendance at the meetings 100
of the Board of Directors(FY2019) %

Joined NSC

Director (under the Executive Management System), Director,
Plate Division and Director, Structurals Division of NSC

Director (under the Executive Management System) of NSC
Executive Officer of the Company
Managing Executive Officer of the Company

Managing Executive Officer, Vice Head of Global Business
Development and Project Leader, Usiminas Project, Global
Business Development Sector of the Company

Executive Vice President and Head of Global Business
Development of the Company

Representative Director, Executive Vice President and Head
of Global Business Development of the Company

Representative Director and President of the Company

Representative Director and Executive Vice President
Shinichi Nakamura

Status of attendance at the meetings 1 00
of the Board of Directors(FY2019) %

Joined NSC

Executive Officer, Head of Unit, Construction Products Unit
of the Company

Managing Executive Officer, Head of Unit, Flat Products
Unit, Project Leader, Shanghai-Baoshan Cold-rolled

& Coated Sheet Products Project, Global Business
Development Sector and Project Leader, India Continuous
Annealing and Processing Line Project, Global Business
Development Sector of the Company

Managing Director, Member of the Board, Head of Unit,
Flat Products Unit, Project Leader, Shanghai-Baoshan Cold-
rolled & Coated Sheet Products Project, Global Business
Development Sector and Project Leader, India Continuous
Annealing and Processing Line Project, Global Business
Development Sector of the Company

Representative Director and Executive Vice President of
the Company

Marketing Administration & Planning; Transportation & Logistics;
Project Development; Machinery & Materials Procurement; Steel
Products Units; Domestic Office and Branches; Cooperating with
Executive Vice President K. Miyamoto on Overseas Offices (including
Corporate Entities)

April 1981
April 2012

October 2012

April 2015

April 2016

April 2018
June 2018

April 2019

December 2019

Representative Director and Executive Vice President
Katsuhiro Miyamoto

Status of attendance at the meetings 100
of the Board of Directors(FY2019) %

Joined NSC

Director

General Manager, Accounting & Finance Div.

Executive Officer

Head of Div., Accounting & Finance Div.

Managing Executive Officer of the

Company

Managing Executive Officer, Vice Head of Global Business
Development, Project Leader, CSVC Project, Global Business
Development Sector and Project Leader, Wuhan Tin Mill
Project, Global Business Development Sector of the Company
Executive Vice President of the Company

Representative Director and Executive Vice President of the
Company

Representative Director, Executive Vice President and Head
of Global Business Development of the Company
Representative Director, Executive Vice President, Head of
Global Business Development, and Project Leader, India Iron
and Steel Project, Global Business Development Sector of the
Company

Head of Global Business Development; Project Leader, India Iron
and Steel Project, Global Business Development Sector; Accounting
& Finance; Raw Materials; Overseas Offices (including Corporate
Entities)

April 1984
April 2015

April 2018

April 2019

April 2020

June 2020

Representative Director and Executive Vice President
Shuhei Onoyama

Status of attendance at the meetings 5
of the Board of Directors(FY2019) -

Joined NSC

Executive Officer and Head of

Division, Technical Administration

& Planning Division of the Company

Managing Executive Officer and

Head of Works, Kimitsu Works of

the Company

Managing Executive Officer and

Head of Works, Kimitsu Works of

the Company

Executive Vice President

and Head of R&D Laboratories of the Company
Representative Director,

Executive Vice President and Head of R&D Laboratories of the
Company

Head of R&D Laboratories
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Representative Director and Executive Vice President

Akio Migita

Status of attendance at the meetings *2
of the Board of Directors(FY2019) 100%

April 1984 Joined NSC

April 2014 Executive Officer
Head of Div., Flat Products Marketing Div., Flat Products Unit

April 2015 Executive Officer and Head of
Division, Human Resources Division
of the Company

April 2017 Managing Executive Officer and
Head of Division, Human Resources
Division of the Company

April 2019 Executive Vice President of the
Company

June 2019 Representative Director

and Executive Vice President of the Company

Corporate Planning; Group Companies Planning; General
Administration; Legal; Internal Control & Audit; Digital Innovation;
Information & Communication Technology; Human Resources;
Environment; Business Transformation & Standardization

Managing Director, Member of the Board
Tadashi Imai

Status of attendance at the meetings 5
of the Board of Directors(FY2019) -

April 1988 Joined NSC

November 2014 General Manager and Head of Division, Production &
Technical Control Division, Nagoya Works of the Company

April 2016 Executive Officer and Head of Works, Nagoya Works of
the Company

April 2019 Managing Executive Officer of the Company

June 2020 Managing Director, Member of the Board of the Company

Corporate Planning; Technical Administration & Planning (including
Standardization); Ironmaking Technology; Steelmaking Technology;
Energy Technology; Rendering Assistance to Executive Vice President
S. Nakamura on Steel Products Units; Rendering Assistance to
Executive Vice President A. Migita on Digital Innovation; Rendering
Assistance to Executive Vice President S. Onoyama on Corporate
Planning for Research and Development; Cooperating with Managing
Executive Officer T. Hirose on Transportation & Logistics Technology
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Directors, Members of the Board

Noriko Iki

Status of attendance at the meetings 1 00
of the Board of Directors(FY2019) %

Outside Director Independent Director

April 1979 Joined Ministry of Labor

July 2009 Director-General, Equal Employment, Children and Families
Bureau, Ministry of Health, Labour and Welfare (MHLW)

July 2010 Research Director, Japan Institute for Labour Policy and

Training
September 2012 Director-General, Tokyo Labour Bureau, MHLW
April 2014 Ambassador of Japan to Brunei Darussalam
July 2017 Retired from Ambassador of Japan to Brunei Darussalam

March 2018 Director of Japan Institute for Women’s Empowerment &
Diversity Management

June 2018 President of Japan Institute for Women’s Empowerment &
Diversity and Management

June 2018 Outside Director of the Company

Material concurrent position » Outside Director, NEC Corporation
Reasons for the election as Outside Director

Nippon Steel believes that Ms. Noriko Iki is well-qualified for the position
by reason of the deep insight she accumulated at MHLW in areas including
employment, labor and promoting the success of diverse personnel, and
her ample experience, etc. as Director-General of the Tokyo Labor Bureau
of MHLW, the Ambassador Extraordinary and Plenipotentiary and other key
positions, as well as her appropriate actions and remarks as an Outside
Director of the Company since her appointment at the 94th General
Meeting of Shareholders held on June 26, 2018.

Directors, Members of the Board
Masato Kitera’

Directors, Members of the Board
Tetsuro Tomita'

Status of attendance at the meetings *3
of the Board of Directors(FY2019) -

Outside Director Independent Director

April 1974 Joined Japanese National Railways

April 1987  Joined East Japan Railway Company

June 2000  Director and General Manager of Management Administration
Department, Corporate Planning Headquarters of East Japan
Railway Company

June 2003  Executive Director and Deputy Director General of Corporate
Planning Headquarters of East Japan Railway Company

July 2004 Executive Director and Deputy Director General of Corporate
Planning Headquarters, General Manager of IT Business
Department, Corporate Planning Headquarters of East Japan
Railway Company

June 2005  Executive Director and Deputy Director General of Corporate
Planning Headquarters of East Japan Railway Company

June 2008  Executive Vice President and Representative Director,
and Director General of Life-Style Business Development
Headquarters of East Japan Railway Company

June 2009  Executive Vice President and Representative Director, and
Director General of Corporate Planning Headquarters of East
Japan Railway Company

April 2012  President and Representative Director, and Director General of
Corporate Planning Headquarters of East Japan Railway Company

June 2012 President and Representative Director of East Japan Railway
Company

April 2018  Chairman and Director of East Japan Railway Company

June 2020  Outside Director of the Company

Material concurrent position » Outside Director, Nippon Life Insurance Company

Reasons for the election as Outside Director
Nippon Steel believes that Mr. Tetsuro Tomita is well-qualified for the
position by reason of the deep insight and ample experience in corporate
management.

Status of attendance at the meetings %3
of the Board of Directors(FY2019) -

Outside Director Independent Director

April 1976 Joined Ministry of Foreign Affairs of Japan

January 2008 Director-General for African Affairs, Ministry of Foreign
Affairs of Japan

July 2008 Director-General, International Cooperation Bureau, Ministry

of Foreign Affairs of Japan
January 2010
September 2012 Assistant Chief Cabinet Secretary
November 2012
April 2016

Deputy Minister, Ministry of Foreign Affairs of Japan

Ambassador of Japan to the People’s Republic of China

Ambassador of Japan to the French Republic

Director, Member of the Board (Senior Audit &
Supervisory Committee Member)(Full time)

Masato Matsuno

Status of attendance at the meetings %24
of the Board of Directors(FY2019) 1009

&
‘ AR
April 1981 Joined Sumitomo Metal Industries, Ltd.

April 2012 Managing Executive Officer
General Manager of Personnel & Industrial Relations Dept.

October  Executive Officer
2012 Head of Div., General Administration Div.

April 2015 Managing Executive Officer and Head of Division, General
Administration Division of the Company

April 2016 Managing Executive Officer and Head of Office, Osaka Office
April 2019 Executive Officer and Advisor to the President of the Company
June 2019 Senior Audit & Supervisory Board Member

June 2020  Director, Member of the Board (Senior Audit & Supervisory Committee
Member) (Full time)
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December 2019  Retired from Ambassador of Japan to the French Republic

Director, Member of the Board (Senior Audit &
Supervisory Committee Member)(Full time)

Nobuhiro Miyoshi

Status of attendance at the meetings *3
of the Board of Directors(FY2019) -

April 1982 Joined Nisshin Steel Co., Ltd.
April 2008 Executive Officer,
General Manager, Finance Dept.

April 2010 Executive Officer,
General Manager, Corporate Planning Dept.

April 2012 Managing Executive Officer,
General Manager, Corporate Planning Dept.

June 2014 Director, Managing Executive Officer and Head of Division,
Corporate Planning Division of Nisshin Steel Co., Ltd.

April 2015 Director and Managing Executive Officer of Nisshin Steel Co., Ltd.

April 2017 Representative Director, Vice President and Executive Officer of
Nisshin Steel Co., Ltd.

April 2019 Representative Director, Vice President and Executive Officer of
Nippon Steel Nisshin Co., Ltd.

April 2020 Executive Officer and Advisor to the President of the Company

June 2020 Director, Member of the Board (Senior Audit & Supervisory Committee
Member)(Full time)

Director, Member of the Board
(Audit & Supervisory Committee Member)

Jiro Makino*?

Status of attendance at the meetings *4
of the Board of Directors(FY2019) 100%

Outside Director Independent Director

April 1973  Joined Ministry of Finance
July 2003 Director-General, Financial Bureau, Ministry of Finance

October President, Policy Research Institute, Ministry of Finance and
2006 President, Account Center, Ministry of Finance

July 2007 Commissioner, National Tax Agency
July 2008 Retired from Commissioner, National Tax Agency

July 2008 Vice Chairman, General Insurance Rating Organization of Japan
(retired in November 2009)

2N(;J(\)l9ember Vice Chairman, The General Insurance Association of Japan
April 2012 Vice Chairman, The General Insurance Association of Japan

June 2014  Audit & Supervisor¥ Board Member (Outside Audit & Supervisory
Board Member) of the Company

June 2020 Director, Member of the Board (Audit & Supervisory Committee
Member)

June 2020

Outside Director of the Company

Reasons for the election as Outside Director

Director, Member of the Board
(Audit & Supervisory Committee Member)

Hiroshi Obayashi*’

Status of attendance at the meetings *4
of the Board of Directors(FY2019) 100s%

Outside Director Independent Director

April 1972 Prosecutor, Tokyo District July 2008  Superintending Prosecutor, Tokyo

Public Prosecutor’s Office

May 2001 Director-General,

Rehabilitation Bureau,

Ministry of Justice

January  Deputy Vice-Minister,

2002 Ministry of Justice
June 2004 Director-General,

High Public Prosecutors Office

June 2010 Prosecutor-General,
the Supreme Public Prosecutors
Office

December Retired from Prosecutor-
2010 General, the Supreme Public
Prosecutors Office

Criminal Affairs Bureau, March 2011 Registered as Attorney-at-law

Ministry of Justice

June 2006 Vice-Minister, Ministry of

Justice
July 2007 Superintending

June 2014  Audit & Supervisory Board
Member (Outside Audit &
Supervisory Board Member) of
the Company

Prosecutor, Sapporo High June 2020  Director, Member of the Board

Public Prosecutors Office

Material concurrent position

(Audit & Supervisory Committee
Member)

Outside Audit & Supervisory Board Member, Daiwa
Securities Co. Ltd.

Outside Director, Mitsubishi Electric Corporation
Outside Audit & Supervisory Board Member, Japan
Tobacco Inc.

Reasons for the election as Outside Director
Nippon Steel believes that Mr. Hiroshi Obayashi is well-qualified for the
position by reason of his deep insight as a legal professional and ample
experience as Prosecutor General and other key positions.

Director, Member of the Board
(Audit & Supervisory Committee Member)

= Seiichiro Azuma*"

December
1975

= Status of attendance at the meetings *4
i > of the Board of Directors(FY2019) 100%
Outside Director Independent Director

Joined Tohmatsu Awoki & Co. (current Deloitte Touche Tohmatsu LLC)

July 1991  Partner of Tohmatsu & Co. (current Deloitte Touche Tohmatsu LLC)

Material concurrent position » Outside Director, Marubeni Corporation

Reasons for the election as Outside Director

Nippon Steel believes that Mr. Masato Kitera is well-qualified for the position by
reason of the deep insight regarding international affairs, economy, culture, etc.,
cultivated in the Ministry of Foreign Affairs as well as ample experience earned
as Ambassador Extraordinary and Plenipotentiary and other important positions.

Director, Member of the Board (Senior Audit &
Supervisory Committee Member)(Full time)

Shozo Furumoto

Status of attendance at the meetings %3
of the Board of Directors(FY2019) -

April 1985 Joined NSC
March 2014 Head of Division, Legal Division of the Company

April 2016  Executive Officer and Head of Division, Legal Division of the
Company

April 2019 Managing Executive Officer of the Company
April 2020  Executive Officer and Advisor to the President of the Company

June 2020 Director, Member of the Board (Senior Audit & Supervisory
Committee Member)(Full time)

Nippon Steel believes that Mr. Jiro Makino is well-qualified for the position

by his deep insight in the general area of finance that he accumulated at the
Ministry of Finance, and his ample experience as Commissioner of National Tax
Agency and other key positions.

Director, Member of the Board
(Audit & Supervisory Committee Member)

Hiroshi Yoshikawa'

Status of attendance at the meetings *2.4
of the Board of Directors(FY2019) 925+

Outside Director Independent Director

February Professor of Facul%y of Economics, June Professor Emeritus of The
1993 The University of Tokyo 2016 University of Tokyo

April Professor of Graduate Schoolof ~ April
1996 Economics, The University of Tokyo 2019

October Dean of Graduate School of

President of Rissho University

ember) of the Company
October Professor of Graduate School of

i June Director, Member of the Board
201 Economics, The University of Tokyo 2020 ,(\/,}u di'tt) &)Supervisory Committee
ember;

April Professor of Faculty of Economics,
2016 Rissho University

Reasons for the election as Outside Director

Nippon Steel believes that Mr. Hiroshi Yoshikawa is well-qualified for the
position by reason of the deep insight he accumulated as a university professor
and his ample experience as President of Rissho University and Dean of the
Graduate School of Economics of The University of Tokyo.

June Audit & Supervisory Board Member
2009 Economics, The University of Tokyo 2019 ﬁutSIde Audit & Supervisory Board

June 2007
June 2009

November
2013

November
2015:

June 2016
June 2016

July 2016

June 2020

Partner and Member of Management Council and General Manager,
Kansai Block of Tohmatsu & Co. (current Deloitte Touche Tohmatsu LLC)

Partner and Member of Management Council and General Manager,
Kansai Block of Deloitte Touche Tohmatsu LLC

Partner and Chairman of Management Council of Deloitte Touche
Tohmatsu LLC

Partner of Deloitte Touche Tohmatsu LLC

Retired from Deloitte Touche Tohmatsu LLC

Audit & Supervisory Board Member (Outside Audit & Supervisory
Board Member) of the Company

Certified Public Accountant, Seiichiro Azuma Certified Public
Accountant Office

Director, Member of the Board (Audit & Supervisory Committee
Member)

Material concurrent position » Outside Audit & Supervisory Board Member,

Kansai Paint Co., Ltd.

Reasons for the election as Outside Director
Nippon Steel believes that Mr. Seiichiro Azuma is well-qualified for the position
by reason of his deep insight and ample experience as a certified public
accountant possessing deep familiarity with corporate accounting.

*1: Outside Director as provided for in the Article 2-15 of the Companies Act

*2: Status of attendance at the 12 meetings of the Board of Directors held since
his/her appointment.

*3: Assumed the post on June 24, 2020

*4: Attendance of the meetings of the Board of Directors as an Audit &
Supervisory Committee Member
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Financial Information

11-Year Financial Performance

JGAAP IFRS
FY 2009 2010 20M 2012%¢ 2013 2014 2015 2016 2017 2017 2018 2019
Operating Results (Fiscal year) <Millions of yen> Operating Results (Fiscal year) <Millions of yen>
Net sales Nippon Steel* 3,487,714 409,774 4,090,936 4,389,922 5,516,180 5,610,030 4,907,429 4,632,890 5,668,663 Revenue 5,712,965 6,177,947 5,921,525
Sumitomo Metals 1,285,845 1,402,454 1,473,367 693,601 - -
. Nippon Steel 32,005 165,605 79,364 20,110 298,390 349,510 167,731 114,202 182,382 - -
Operating profit (loss) O — e
Sumitomo Metals (928) 56,301 76,801 15,759 - - - - -
ordinary profit (osg)  NPPO Stee! 11,833 226,335 143,006 76931 361097 i 200929 "S- 297,541 Business orofit 288,700 336,941 (284,417)
yp Sumitomo Metals (36,634) 34,049 60,803 10,815 i . - i - P
Profit (loss) before Nippon Steel 11,242 185,377 120,053 (136,970) 399,147 376,188 230,778 181,692 289,860 . 271,760 248,769 (423,572)
- N e oo o s ool T oo e o o Profit before income tax
income taxes Sumitomo Metals (39,758) (27,991) (51,251) (134,831) - - - - B
Profit (loss) attributable ~ Nippon Steel (11,529) 93,199 58,471 (124,567) Profit for the year attributable to 180,832 251,169 (431,513)
to owners of parent Sumitomo Metals (49,772) (7144) (53,799) (133,849) - - owners of parent
Capital expenditure® Nippon Steel 329,356 287,236 281,748 355,873 | 257,019 304,389 . . 423,428 440,830 481,310
pitat exp Sumitomo Metals 136,643 109,934 115,797 NA. - - - - - Capital expenditure
Depreciation and Nippon Steel 284,092 291,587 280,940 288,770 ¢ 331,801 320,046 308276 304,751 340,719 o L 366,565 408,616 417,339
amortization*? Sumitomo Metals 120,853 126,267 122,937 49,757 - - - - - Depreciation and amortization
Research and Nippon Steel 46,824 46,663 48,175 60,0m 64437 6296 68,493 | 69110 73,083 74,071 72,043 77,691
development costs Sumitomo Metals 22,845 22,783 22,842 NA. - - - - - Research and development costs
Financial Position (End of fiscal year) <Millions of yen> Financial Position (End of fiscal year) <Millions of yen>
Nippon Steel 5,002,378 5,000,860 4,924,711 7,089,498 7,082,288 7,157,929 6,425,043 7,261,923 7,592,413 7,756,134 8,049,528 7,444,965
Totalassets oo oo oo oo ooiooioooiooi oo Total assets
Sumitomo Metals 2,403,670 2,440,761 2,386,158 - - - - - -
. Nippon Steel 1,844,382 1,860,799 1,828,902 Total equity attributable to 3,136,991 3,230,788 2,641,618
Shareholders’ equity**
Sumitomo Metals 829,219 766,777 709,315 - - - - - owners of parent
Nippon Steel 2,335,676 2,380,925 2,347,343 2,938,283 3,237,995 3,547,059 3,009,075 3,291,015 3,515,501 . 3,524,896 3,607,367 2,996,631
Total net assets™ 0 oo oo oo oo ooooioioooiooi oo Total equity
Sumitomo Metals 879,209 818,080 761,484 - - - - - -
. Nippon Steel 1,383,794 1,337,851 1,334,512 2,543,061 2,296,326 1,976,591 2,008,263 2,104,842 2,068,996 . 2,157,755 2,369,231 2,488,741
Interest-bearing debt* e oo oo oo ooiooioiooiooi oo Interest-bearing debt
Sumitomo Metals 1,138,353 1,173,382 1172120 - - - _ _ -
Cash Flows (Fiscal year) <Millions of yen> Cash Flows (Fiscal year) <Millions of yen>
Cash flows from Nippon Steel 437,668 369,500 237,414 313,317 574,767 710,998 562,956 484,288 458,846 . o 485,539 452,341 494,330
- S oo oo oo ool oo Cash flows from operating activities
operating activities Sumitomo Metals 67,002 202,340 88,065 N.A. - - - - -
Cash flows from Nippon Steel (412,827) (325,781) (226,096) (327,336) (196,856) (263,667) (242,204) (343,738) (353,419) . ) o (363,170) (381,805) (345,627)
- - ST et it e o o Cash flows from investing activities
investing activities Sumitomo Metals (172,933) (144,009) (120,110) N.A. - - - - -
Cash flows from Nippon Steel (79,985) (47,244) (31,785) 33,332 (367,115) (451,843) (337,555) (135,054) (89,190) ) o (104,969) (42,900) (14,582)
. S T T T e S S e e Cash flows from financing activities
financing activities Sumitomo Metals 87,843 (1,325) (32,714) N.A. - - - - -
Amounts per Share of Common Stock*"*# <yen> Amounts per Share of Common Stock <yen>
Profit (loss) attributable to  Nippon Steel (1.83) 14.81 929  (623) 2667 2348 5871 14796  221.00 Basic earnings per share 204.87 281.77 (468.74)
owners of parent per share  Sumitomo Metals (10.74) (1.54) (11.67) - - - - - -
Ni teel . . . . . . .0*?
Cash dividends per share |pRon stee 15 30 25 T — e — B — R — 0. Cash dividends per share 70 80 10
Sumitomo Metals 5.0 3.5 2.0 - - - - - -

*1. Up to September 2012 for Nippon Steel; October 2012 to March 2019 for Nippon Steel & Sumitomo Metal (NSSMC) ; from April 2019 for Nippon Steel

*2. Only for “Tangible fixed assets,” construction base

*3. The amounts stated for “Sumitomo Metals” for fiscal 2011 and before are only for “Tangible fixed assets.” The amounts stated for “Nippon Steel” and the amounts
for “Sumitomo Metals” for the first half of fiscal 2012 (April 1 to September 30) include “Intangible fixed assets” excluding “Goodwill.”

*4, “Shareholders’ equity” stated here is the sum of “Shareholders’ equity” as stated in the balance sheet and “Accumulated other comprehensive income.” The
difference between “Shareholders’ equity” and “Total net assets” is “Non-controlling interests in consolidated subsidiaries.”

*5. The amounts of “Outstanding borrowings” (the sum of “Borrowings,” “Corporate bonds,” and “Commercial paper”) are stated.

*6. The amounts stated for “Nippon Steel” for fiscal 2012 are the sum of Nippon Steel’s amounts for the first half (April 1 to September 30) of fiscal 2012 and NSSMC’s
amounts for the second half (October 1 to March 31) of fiscal 2012. The amounts stated for “Sumitomo Metals” for fiscal 2012 are Sumitomo Metals’ amounts for the
first half (April 1 to September 30) of fiscal 2012.

*7.0n October 1, 2015, NSSMC performed a 1-for-10 share consolidation.

*8. Profit attributable to owners of parent per share for fiscal 2015 is calculated assuming the 1-for-10 share consolidation was performed at the beginning of the year.

*9. The interim dividend for fiscal 2015 would be converted into ¥30 based on this share consolidation, and after adding the fiscal 2015 year-end dividend of ¥15 the
annual dividend for fiscal 2015 works out to be ¥45 per share.

Figures in parentheses indicate negative figures.
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Financial Information

11-Year Financial Performance

JGAAP IFRS

FY 2009 2010 20M 2012*® 2013 2014 2015 2016 2017 2017 2018

Financial Indices Financial Indices

Return on sales Nippon Steel*' 0.3% 5.5% 3.5% 1.8% 6.5% 8.1% 41% 3.8% 5.2% l 5.1% 5.5% (4.8%)
((Ordinary profit / Net sales)x 100)  g;mitomo Metals (2.8%) 2.4% a% T Y [ T T - Return on sales
Return on equity Nippon Steel 0.7%) 5.0% 3.2% (5.9%) 9.6% 7.6% 5.1% 4.6% 6.4% 6.0% 7.9% (14.7%)

((Profit attributable to owners of

t / Shareholders’ equit ; _ _ _ - - -
P everage for the perio d]e)q;‘; go) Sumitomo Metals (5.9%) (0.9%) (7.3%)
(S(?:re:oll;jer§’ eqtui/tsT' l;altio Nippon Steel . 37.2% L I . 9% SEEE 432% 406% 41.4% Ratio of total equity attributable to 40.4% 40.1% S
assetgy x 100 YT Sumitomo Metals 34.5% 31.4% 29.7% - - - - - - owners of parent
Number of Shé}res issuedas  Nippon Steel 6,806,980 6,806,980 6,806,980 9,503,214 9,503,214 9,503,214 950821 950321 950,321 Number of shares issued as of 950,321 950,321 950,321
of end of period** . end of period
<In thousands> Sumitomo Metals 4,805,974 4,805,974 4,805,974 - - - - - - P
; .42 Nippon Steel 367.0 266.0 227.0 235.0 282.0 302.5 2,162.0 2,565.0 2,336.5 2,336.5 1,954.0 925.4
Share priceatend of period®> IFFER SRR SREE o eORE e e SR TR e e evY Share price at end of period
<Yen> Sumitomo Metals 283.0 186.0 167.0 - - - - - -
Net Sales by Industry Segment*? <Millions of yen> Segment revenue <Millions of yen>
Steelmaking and steel fabrication 2,823,193 3,473,495 3,476,855 3,790,450 4,877,909 4,939,239 4,283,923 4,052,261 5,017,245 Steelmaking and steel fabrication 5,017,245 5,454,536 5,257,344
Engineering and construction 331,905 254,941 248,934 303,002 314,174 348,699 315,727 267,545 294,268 Engineering and construction 294,268 356,707 340,404
Urban development 80,073 86,556 80,419 - - - - - - - - - =
Chemicals 179,412 193,896 197,669 195,719 230,130 212,777 181,823 174,227 200,767 Chemicals 237,817 247,067 215,733
New materials 58,799 60,888 54,245 42,211 37,241 36,449 36,280 34,519 37,050 - - - -
System solutions 152,234 159,708 161,582 171,980 179,856 206,032 218,941 232,512 244,200 System solutions 244,200 267,503 273,294
Elimination of inter-segment transactions (137,904) (119,711) (128,769) (113,442) (123,132) (133,168) (129,267) (128,175) (124,868) f:;rr?s";i::g:s"f inter-segment (80,565) (147,867) (165,251)
Segment Profit (Loss)*? <Millions of yen> Segment profit <Millions of yen>
Steelmaking and steel fabrication (20,589) 181,968 98,846 41,522 321,287 401,987 160,088 138,017 245,708 Steelmaking and steel fabrication 245,708 274,672 (325,341)
Engineering and construction 31,655 14,883 12,775 18,189 17,702 18,758 12,163 6,838 9,110 Engineering and construction 9,110 9,474 10,717
Urban development 2,937 9,273 9,371 - - - - - - - - - -
Chemicals 10,431 13,244 13,598 9,778 10,057 6,898 1,093 4,518 15,480 Chemicals 17,399 25,095 18,477
New materials 444 2,11 607 984 1,391 2,482 3,073 1,786 1,919 - - - =
System solutions 10,732 11,332 11,215 11,673 12,760 16,565 19,493 22,113 23,292 System solutions 23,292 26,576 26,162
Elimination of inter-segment transactions (3,607) (6,478) (3,408) (5,217) (2,101) 5,053 5,017 1,256 2,030 Elimination of inter-segment transactions (6,809) 1,122 (269,984)
Non-Financial Performance Non-Financial Performance
e 2,992 3,492 3,244 4,603 4,816 4732 4,453 4,517 4,682 Crude steel production(consolidated) 4,702 4784 4,705
Crude steel production Nippon Steel Crude steel production (Non-
<ren thousands, of tonss (Non-consolidated)* 2,750 3,246 3,020 4,355 4,567 4,496 4,217 4,262 4,067 consolidated) 4,067 4,100 3,954
Sumitomo Metals
(Non-consolidated)* 1,165 1,290 1,272 - - - - - -
Steel products shipments  Nippon Steel 2,709 3,135 2,909 4,097 4,202 4188 3,962 3,978 3,779 Steel products shipments 3,779 3,797 3,631
(Non- lidated) o ool oo )
<Tz: tcl?gj:akjs eof tons> Sumitomo Metals* 1,089 1,172 1,124 - - - _ _ _ (Non-consolidated) <Ten thousands of tons>
ﬁ“vt;enr_a:g:szltii:tl;?lling price  Nippon Steel 75.4 81.7 862 g1 geo 872 771 72.6 84.7 Average steel selling price 84.7 89.9 87.3
<Thousands of yen per ton> Sumitomo Metals*¢ 88.0 94.2 103.5 - - - - - - (Non-consolidated) <Thousands of yen per ton>
Export ratio (value basis Nippon Steel 38% 40% 39% 44% 46% 47% 45% 42% 41% . 41% 40% 40%
) . e ooooooooooooooooooooo eooooooooooooooooooos Export ratio (Value basis, non-consolidated)*'<%>
non-consolidated)*'<%> Sumitomo Metals* 43% 42% 41% - - - - - -
Nippon Steel 52,205 59,183 60,508 83,187 84,361 84,447 84,837 92,309 93,557 97,996 105,796 106,599
Number of employees  TEFERZEEL o SRATR o SRR O T T Number of employees (Consolidated)
(Consolidated) Sumitomo Metals 23,674 22,597 23,007 - - - - - -

*1. Up to September 2012 for Nippon Steel; October 2012 to March 2019 for Nippon Steel & Sumitomo Metal (NSSMC) ; from April 2019 for Nippon Steel

*2. 0n October 1, 2015, NSSMC performed a 1-for-10 share consolidation.

*3. Figures for fiscal 2012 and earlier are for Nippon Steel. Figures in parentheses indicate either negative figures or elimination. “Segment profit (loss)” stated for fiscal 2009
and earlier is “Segment operating profit (loss).” Following the business integration of Nippon Steel City Produce, Inc. and Kowa Real Estate Co., Ltd. on October 1, 2012, the
business segment classification has been changed to include the results for “Urban development” in “Elimination of inter-segment transactions” for “Net sales by segment”
and “Profit (loss) by segment” from fiscal 2012.

*4, “Crude steel production” of Nippon Steel from October 2012 to March 2018 includes that of Nippon Steel & Sumikin Koutetsu Wakayama Corporation.

*5. “Crude steel production” of Sumitomo Metals includes those of Sumitomo Metals (Kokura), Ltd. (merged with Sumitomo Metals on January 1, 2012) and of Sumikin Iron &
Steel Corporation.

*6. “Steel products shipments,” “Average steel selling price,” and “Export ratio” of Sumitomo Metals include those of Sumitomo Metals (Kokura), Ltd. (merged with Sumitomo
Metals on January 1, 2012),Sumitomo Metals (Naoetsu), Ltd. (merged with Sumitomo Metals on January 1, 2012), and Sumikin Iron & Steel Corporation.

*7. “Export ratio” of Nippon Steel indicates the ratios of exports to total steel sales. “Export ratio” of Sumitomo Metals indicates the ratios of exports to total net sales.

*8. The amounts of “Sales,” “Ordinary profit,” and “Net income” used to calculate “Return on sales (ROS)” and “Return on equity (ROE)” are the sum of Nippon Steel’s amounts
for the first half (April 1 to September 30) of fiscal 2012 and NSSMC’s amounts for the second half (October 1to March 31) of fiscal 2012. “Crude steel production” and “Steel
products shipments” for fiscal 2012 are the sum of Nippon Steel’s amount for the first half, Sumitomo Metals’ amount for the first half, and NSSMC’s amount for the second
half. At the first half of fiscal 2012, NSSMC’s “Average steel selling price” and “Export ratio” are the weighted average of Nippon Steel and Sumitomo Metals.

Figures in parentheses indicate negative figures.
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Consolidated Statements of Financial Position Consolidated Statements of Profit or Loss
(Millions of Yen) (Millions of Yen) (Millions of Yen)
March 31,2019 March 31, 2020 March 31,2019 March 31, 2020 Fiscal 2018 Fiscal 2019
Revenue 6,177,947 100.0% 5,921,525 100.0%
ASSETS LIABILITIES Cost of sales (5,391,493) (5,312,367)
Gross profit 786,453 12.7% 609,158 10.3%
Current assets Current liabilities
Selling, general and administrative expenses (568,409) (571,781)
Cash and cash equivalents 163176 289459~ Trdeandotmerpayadles LoTaos | 1aenson Share of profit in investments accounted for using the equity method - B4 895
""""""""""""""""""""""""""""""""""""""""""""""""""""""""" Bonds, borrowings and lease Other operating income ... o206 104844
Trade and other receivables 968,333 826,596 liabilities 515,355 376,900 Other operating expenses (70,120) (465,035)
,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,, Business profit (loss) 336,941 5.5% (284,417) (4.8%)
Inventories 1,567,116 1,532,181 Losses on natural disaster (22,349) -
""""""""""""""""""""""""""""""""""""""""""""""""""""" Losses on reorganization (49,480) (121,702)
Other financial assets 16,915 17,340 Operating profit (loss) 265111 (406,119)
777777777777777777777777777777777777777777777777777777777777777777777777777777777777777777777 Total current liabilities 2,200,538 1,895,192 Finance income 6,104 7,706
Other current assets 143,669 119,396 F|nancecosts(22445) """""""""""""""""""" (25159) """""""""""
Non-current liabilities Profit (loss) before income taxes 248,769 4.0% (423,572) (7.2%)
Total current assets 2,859,211 2,784,974
Bonds, borrowings and lease Income tax expense 8,809 (2,548)
liabilities 1,853,876 2,111,841 Profit (loss) for the year 257,579 4.2% (426,120) (7.2%)
Non-current assets Other financial liabilities 6,501 4,621 Profit (loss) for the year attributable to
T Owners of the parent 251,169 41% (431,513) (7.3%)
Defined benefit liabilities 186,755 23678 o oo T cas
:;?J‘i)sr?é’nﬁla”t and 3,246,669 2,812,542 S On-contro®ing Interests : ’
| Deferredtaxfiabilities B 2Ts Earnings (l0ss) per share
) Other non-current liabilities 166,235 172,154 Basic earnings (loss) per share (Yen) 281.77 (468.74)
Right-of-use assets - 93,663
————————————————————————————————————————————————————————————————————————————————————————————————————— Total non-current liabilities 2,241,622 2,553,141
Goodwill 52,803 45,486
Total liabilities 4,442160 4,448,333 . .
""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""" Consolidated Statements of Comprehensive Income or Loss
Intangible assets 106,131 96,677
,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,, EQuUITY (Millions of Yen)
e e e 793146 grsorn  oMmonstek e AP Fiscal 2078 Fiscal 2019
77777777777777777777777777777777777777777777777777777777777777777777777777777777777777777777777777777 Capital surplus 393.917 394,404 Profit (loss) for the year 251,519 (426,120)
,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,, Other comprehensive income
Other financial assets 812,668 481,117 Retained earnings 2,300,175 1,870,948 Itemsthatcannotbereclassmedtoproﬁtorloss """""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""
fffffffffffffffffffffffffffffffffffffffffffffffffffffffffffffffffffffffffffffffffffffffffffffffffffffff ey e sason " Changes in fair value of financial assets measored at fair valu T
Defined benefit assets 82,247 58,643 _ through other comprehensive income (oassny . (83305
,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,, Other components of equity 176,000 15,245 Remeasurements of defined benefit plans (3,531) (1,449)
Deferred tax assets 88,357 186,457 S Share of other comprehensive income of investments accounted for
Total equity attributable to using the equity method (2,953) (6,785)
,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,, owners of the parent 3,230,788 2,641,618
Subtotal (111,042) (91,540)
Other non-current assets 8,292 7132 Non-controlling interests 376,579 355,013
,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,, Items that might be reclassified to profit or loss
- X Changes in fair value of cash flow hedges 1,522 1,821
Total non-current assets 5,190,316 4,659,990 Total equity 3,607,367 299,63 .o :9 ,,,,,,,,,,,,,,,,,,,,, e ot cash Tow ned 9,,,: ,,,,,,,,,,,,,,,, S s (1.,821)
Foreign exchange differences on translation of foreign operations (41,256) (14,812)
Share of other comprehensive income of investments accounted for
using the equity method (21,687) (9,346)
Subtotal (61,427) (25,981)
o . Total other comprehensive income, net of tax (172,464) (117,521)
Total assets 8,049,528 7,444,965 Total liabilities and equity 8,049,528 7,444,965 —
Total comprehensive income for the year 85,114 (543,642)
Comprehensive income for the year attributable to:
Owners of the parent 84,126 (543,881)
Non-controlling interests 988 238
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Consolidated Statements of Changes in Equity

(Millions of Yen)

Equity attributable to owners of the parent

Other components of equity

Changes in fair
value of financial

Common stock  Capital surplus Retained Treasury assets measured  Remeasurements
earnings stock at fair value of defined benefit
through other plans
. comprehensive
Fiscal 2018 income
Balance as of March 31, 2018 419,524 386,867 2,141,658 (132,162) 334,701 -
Changes of the year
Comprehensive income
Profit (loss) for the year 251,169
Other comprehensive income (104,254) (4,369)
Total comprehensive income - - 251,169 - (104,254) (4,369)
Transactions with owners and others
Cash dividends (70,710)
Purchases of treasury stock (82)
Disposals of treasury stock (1,427) 73,656
Fihanges in owne.rs'h|p 8,477
interests in subsidiaries
Transfer from other
components of equity to (21,942) 17,573 4,369
retained earnings
Changes in scope of
consolidation (242)
Subtotal - 7,050 (92,652) 73,331 17,573 4,369
Balance as of March 31, 2019 419,524 393,917 2,300,175 (58,831) 248,020 .
(Millions of Yen)
Equity attributable to owners of the parent
Other components of equity
Foreign exchange Total equity  Non-controlling Total equit
Changes in fair differences attributable to interests quity
value of cash flow on translation Total owners of the
) hedges of foreign parent
Fiscal 2018 operations
Balance as of March 31, 2018 (6,600) (6,998) 321,101 3,136,991 387,905 3,524,896
Changes of the year
Comprehensive income
Profit (loss) for the year - 251,169 6,409 257,579
Other comprehensive income 2,166 (60,586) (167,043) (167,043) (5,420) (172,464)
Total comprehensive income 2,166 (60,586) (167,043) 84,126 988 85,114
Transactions with owners and others
Cash dividends - (70,710) (7,604) (78,315)
Purchases of treasury stock - (82) (82)
Disposals of treasury stock - 72,228 72,228
Changes in ownership
interests in subsidiaries ) 8,417 (94,092) (85,614)
Transfer from other
components of equity to 21,942 - -
retained earnings
Changes in scope of
consolidation (242) 89,383 89,140
Subtotal - - 21,942 9,670 (12,314) (2,643)
Balance as of March 31, 2019 (4,433) (67,585) 176,000 3,230,788 376,579 3,607,367
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(Millions of Yen)

Equity attributable to owners of the parent

Other components of equity

Changes in fair
value of financial

Common stock  Capital surplus Retained Treasury assets measured ~ Remeasurements
earnings stock at fair value of defined benefit
through other plans
. comprehensive
Fiscal 2019 income

Balance as of March 31, 2019 419,524 393,917 2,300,175 (58,831) 248,020 -

Changes of the year
Comprehensive income

Profit (loss) for the year (431,513)

Other comprehensive income (85,278) (2,429)
Total comprehensive income - - (431,513) - (85,278) (2,429)
Transactions with owners and others

Cash dividends (46,107)

Purchases of treasury stock (49)

Disposals of treasury stock (104) 625

Changes in ownership

. . R 591

interests in subsidiaries

Transfer from other

components of equity to 48,387 (50,817) 2,429

retained earnings

Changes in scope of

consolidation (250)

Subtotal - 486 2,286 325 (50,817) 2,429
Balance as of March 31, 2020 419,524 394,404 1,870,948 (58,505) 111,924 -
(Millions of Yen)
Equity attributable to owners of the parent
Other components of equity
Foreign exchange Total equity  Non-controlling Total equit
Changes in fair differences attributable to interests quity
value of cash flow on translation Total owners of the
) hedges of foreign parent
Fiscal 2019 operations
Balance as of March 31, 2019 (4,433) (67,585) 176,000 3,230,788 376,579 3,607,367
Changes of the year
Comprehensive income

Profit (loss) for the year - (431,513) 5,393 (426,120)

Other comprehensive income (387) (24,271) (112,367) (112,367) (5,154) (117,521)
Total comprehensive income (387) (24,271) (112,367) (543,881) 238 (543,642)
Transactions with owners and others

Cash dividends - (46,101) (8,045) (54,146)

Purchases of treasury stock - (49) (49)

Disposals of treasury stock - 520 520

Changes in ownership

interests in subsidiaries 591 (©42) (351)

Transfer from other

components of equity to (48,387) - -

retained earnings

Changes in scope of

consolidation (250) (12,817) (13,067)
Subtotal - - (48,387) (45,288) (21,804) (67,093)

Balance as of March 31, 2020 (4,827) (91,857) 15,245 2,641,618 355,013 2,996,631
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Consolidated Statements of Cash-Flows Segment Infomation

(Millions of Yen)

(Millions of Yen) Reportable segment

Fiscal 2018 Fiscal 2019 Steelmaking  Engineering
Cash flows from operating activities and Steel and Chemicals . System ) )
- (Year ended March 31, 2019) Fabrication  Construction and Materials*' Solutions Subtotal  Adjustments*** Consolidated
Profit (loss) before income taxes 248,769 (423,572)
S Revenue
Depreciation and amortization 408,616 417,339
I Revenue from external customers 5,408,633 321,346 243,014 204952 6,177,947 - 6,177,947
Impairment losses - 333,968
Finance income (6104) (7,706) Inter-segment revenue or transfers 45,902 35,360 4,052 62,550 147,867 (147,867) -
Finance costs 22,445 25,159 Total 5,454,536 356,707 247,067 267,503 6,325,814 (147,867) 6,177,947
Share of profit in investments accounted for using the equity method (86,411) (38,395) Segment profit (loss) 214,672 9,474 25,095 26,576 335,818 1122 336,94
Gain on sales of property, plant and equipment and intangible assets (5,807) (6,105) Otheritems
Losses from reorganization 49,480 121,702 Depreciation and amortization 398,702 2,605 6,644 4,872 412,825 (4,208) 408,616
(Increase) decrease in trade and other receivables (114,662) 157,635 Share of profit in investments
(Increase) decrease in inventories (129,483) 13,864 z;fecg)huon(}ed for using the equity 76,337 801 1,339 (5) 78,473 7,938 86,411
__Increase (decrease) in trade and other payables 81,08 ] (152,856) Segment assets 7,404,841 289,083 194,622 231,994 820,542 (71,013) 8,049,528
Other, net 21,640 98,809 ,
Other items
Subtotal 489,547 539,842 o e e e
nvestments accounted for usin
,,,,,'F,'FSF‘?,SEF,?,CE@Y?‘? 77777777777777777777777777777777777777777777777777777777777777777777777777777777777777777777777777777777777777777777777777777777777777 519 7,887 the equity method 9 672,853 6,313 23,629 309 703,105 90,041 793,146
__Dividends received 5088 61,024 Capital expenditure 431,775 3,021 8,855 2,542 446,194 (5,363) 440,830
Interest paid (19,278) (21,913) .
,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,, Segment liabilities (Interest-
Income taxes paid (80,811) (92,510) bearing debt) 2,365,587 5,937 7,075 2,631 2,381,231 (12,000) 2,369,231
Net cash flows provided by operating activities 452,341 494,330 *1: The Group changed its segments from the year ended March 31, 2019. The Group integrated Chemicals segment and New Materials segment to form Chemicals and Materials segment upon
N N .. the establishment of Nippon Steel Chemical & Material Co., Ltd. by a merger of Nippon Steel & Sumikin Chemical Co., Ltd. and Nippon Steel & Sumikin Materials Co., Ltd. in October 2018.
Cash flows from |nvest|ng activities *2: The adjustments of segment profit of 1,122 million yen include investment return of 8,237 million yen from the equity method associate Nippon Steel Kowa Real Estate Co., Ltd., and elimination
A R R of inter-segment revenue or transfers of (7,114) million yen.
PUFChaSQOfpmperty:plantandequmentand'ntanglbleassets 77777777777777777777777777777777777777777777777777777 (438’758) 777777777777777777777777 (460’555) *3: The adjustments of segment liabilities include the elimination of inter-segment borrowings.
Proceeds from sale of property, plant and equipment and intangible assets 12,841 13,283
Purchases of investment securities (8,362) (1,793)
Proceeds from sales of investment securities 87,693 191,924
Purchases of investments in associates (2,787) (112,302) (Millions of Yen)
Proceeds from sale of investments in associates 5,348 12,404 Reportable segment
 Purchases of shares of subsidiaries resulting in change in scope of consolidation @568 Steelmaking ~ Engineering
Loans to associates and others (11,870) (225,850) and Steel and Chemicals System
,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,, T . - ) . 12 .
Collection of loans from associates and others 3.948 238.418 (Year ended March 31, 2020) Fabrication  Construction and Materials  Solutions Subtotal ~ Adjustments*"? Consolidated
Other, net 5,798 (1,155) Revenue
Net cash flows used in investing activities (381,805) (345,627) Revenue from external customers 5,207,033 296,443 210,338 207,709 5,921,525 - 5,921,525
Cash flows from financing activities Inter-segment revenue or transfers 50,310 43,960 5,395 65,584 165,251 (165,251) -
Increase (decrease) in short-term borrowings, net 67,401 (89,452) Total 5,257,344 340,404 215,733 273,294 6,086,777 (165,251) 5,921,525
Proceeds from long-term borrowings 285,857 46,020 Segment profit (loss) (325,341) 10,717 18,477 26,162 (269,984) (14,433) (284,417)
Repayments of long-term borrowings (192,799) (211,628) Other items
~ Proceeds from issuance of bondgs ... 60000 377,550 Depreciation and amortization 403,127 3,722 8,403 6,664 421,918 (4,578) 417,339
_ Redemptionofbonds @700 (60,000) Share of profit in investments
Purchases of treasury stock (55) (@3) accohundted for using the equity 31,586 (1,615) 1,240 29 31,240 7,154 38,395
——————————————————————————————————————————————————————————————————————————————————————————————————————————————————————————————————————————————————————————————————————————————————————————————————————————————————— metho
Cash dividends paid (70,710) (46,107)
"""" PSR S Segment assets 6,785,775 308,372 196,280 248,778 7,539,206 (94,240) 7,444,965
Dividends paid to non-controlling interests (7,604) (8,045) _
Proceeds from changes in ownership interests in subsidiaries that do not result in ) 1.910 Other|tems ,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,
_change in scope of consolidation 't?]‘ée;trgﬁnt; :tcrfgg”te‘j forusing 755 893 4,385 23,114 338 780,732 97,538 878,271
Other, net (99,289) (24,791) U Uy N O
Net cash flows used in financing activities (42,900) (14,582) Capital expenditure 451,989 2,749 11,641 7,365 473,746 7,564 481,310
Effect of exchange rate changes on cash and cash equivalents (7,328) (7,838) Eegme”td“ggi““es (Interest- 2,471,822 6,500 6,661 15,757 2,500,741  (12,000) 2,488,741
earing de ? ’ ? ?
Net increase in cash and cash equivalents 20,306 126,283 g
. . . Notes:
Cash and cash equivalents at beginning of the year 142,869 163,176 *1. The adjustments of segment profit of (14,433) million yen include investment return of 7,151 million yen from the equity method associate Nippon Steel Kowa Real Estate Co, Ltd., and
Cash and cash equivalents at end of the year 163176 289,459 elimination of inter-segment revenue or transfers of (21,585) million yen.

*2. The adjustments of segment liabilities include the elimination of inter-segment borrowings.
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Total Shareholder Return, Stock Price and Market Cap,
and Strategic Shareholdings

FY 2015 2016 2017 2018 2019
Total shareholder return (TSR) (%) 73.0 87.8 82.5 72.5 38.9
(Comparative indicator: Dividend-included TOPIX; %) (89.2) (102.3) (118.5) (112.5) (101.8)
Highest share price (¥) 350.5 2,912.0 3,132.0 2,527.0 2,081.0
(After the 1-for-10 share consolidation on October 1, 2015; ¥) (2,608.0)
Lowest share price (%) 225.3 1,787.5 2,228.0 1,794.0 857.0
(After the 1-for-10 share consolidation on October 1, 2015; ¥) (1,773.5)
Market cap (fiscal year end; ¥ bn) 2,054.5 2,437.5 2,220.4 1,856.9 879.4
Strategic shareholding : Number of issues recorded amount 408 372 361 345 308
Amount reported on the balance sheet (¥ bn) 441.8 603.4 635.9 464.8 237.8
Nikkei Stock Average (fiscal year end; ¥) 16,758.67 18,909.26 21,454.30 21,205.81 18,917.01

*1: Total shareholder return is obtained by dividing return (dividend and capital gains) from stock investment by the invested amount (stock price). Calculated based on Cabinet Office Order

on Disclosure of Corporate Affairs.

TSR = (Stock price at end of each fi scal year + Cumulative per-share dividends paid since FY2015)/ Price at the end of FY2014

*2: TOPIX tracks all domestic companies listed in the First Section of the Tokyo Stock Exchange
*3: Nippon Steel performed a 1-for-10 share consolidation on October 1, 2015. The share prices in FY2015 indicate the year’s high and low before the share consolidation. The year’s high and

low after the share consolidation are in parentheses.

Investor Information s of warcn 31, 2020

Head Office

2-6-1, Marunouchi, Chiyoda-ku,

Tokyo 100-8071, Japan

Phone: +81-3-6867-4111

URL: https://www.nipponsteel.com/en/

Inception
April 1,1950

Common Stock
¥419,524 million

Stock Code
5401

Common Shares (Issued)
950,321,402 shares

Common Shares (Authorized)
2,000,000,000 shares

Number of Shareholders
439,491

Principal Shareholders

Name

Listings

Tokyo Stock Exchange
Nagoya Stock Exchange
Fukuoka Stock Exchange
Sapporo Securities Exchange

ADR Information

Trading market: OTC (Over-the-counter)

ADR ratio: 1 ADR: 1 share of common stock
Ticker symbol: NPSCY

OUSIP number: 654617101

Depositary bank: JPMorgan Chase Bank, N.A.

Contact for inquiries regarding our ADR program:

JPMorgan Chase Bank N.A.

P.0. Box 64504

St. Paul, MN 55164-0504, U.S.A.

Phone: +1-800-990-1135

(Toll-free within the U.S.A.)

+1-651-453-2128 (Outside the U.S.A)

Website: https://www.adr.com/contact/jpmorgan

Registration Agent

Sumitomo Mitsui Trust Bank, Limited
1-4-1, Marunouchi, Chiyoda-ku,

Tokyo 100-0005, Japan

Phone inquiries 0120-785-401

(Toll-free for domestic phone calls only)
+81-3-3323-7111 (Outside Japan)

Shares owned (Thousands)

Number of Shares per Trading Unit
100 shares

Share Ownership by Category

Ratio of shares held to the total number of
common shares (issued)

"

@ Overseas investors 32.0%
Financial institutions 31.8%
© Individuals and others in Japan 20.8%
@ Other companies 10.7%
Securities companies 1.7%
@ Treasury stock 3.0%

Shareholding ratio (%)*

The Master Trust Bank of Japan, Ltd. (Trust Account)

STATE STREET BANK WEST CLIENT - TREATY 505234

* The shareholding ratio is calculated after treasury stock owned by Nippon Steel Corporation is excluded from the number of common shares (issued).
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Overview of corporate communication tools

Corporate Website

The website comprehensively
describes the nature of company
operations, general aspects of the
company, IR information, hiring
information, and ESG information.

https://www.nipponsteel.com/en/

Integrated Report

This report conveys overall
business and management
information to investors.

https://www.nipponsteel.
com/en/ir/ library/
annual_report.html

Disclaimer regarding forward looking statements

Sustainability Report

This report describes
Nippon Steel’s
Environmental, Social, and
Governance initiatives.

https://www.
nipponsteel.com/en/csr/

et e b

2020

Various reports for investors

® Basic Facts About Nippon Steel

® Financial Results Summary

e Corporate Governance Report

® Documents related to the General
Meeting of Shareholders, etc.

This integrated report is not disclosure document statutory required by the Act on Financial Instruments and Exchange and other laws and does
not guarantee accuracy and completeness of the information. This report contains statements that constitute forward looking statements

including expectations based on the assumptions, projections, and plans as of the published date of this report. It should be noted that actual
business results and other matters could differ materially from the details contained in this report.
This report is not prepared for the purpose of providing the basis for an investment decision. The Company is not responsible for any damages
or loss incurred due to the information available on this report.

Copyright 2020 NIPPON STEEL CORPORATION All rights reserved

NIPPON STEEL CORPORATION



