Group Corporate Philosophy

KOBELCO'’s Our view of a society and future to be attained as we carry out KOBELCO’s Mission

View of We envision a world in which people, now and in the future, can fulfill their hopes and dreams
the Future while enjoying safe, secure, and prosperous lives.

Our mission and the social significance of the KOBELCO Group that we must fulfill

KOBELCO’s
Mission

Our mission is to provide solutions to the needs of society, by making the best use of the
talents of our employees and our technologies.

The commitments of the KOBELCO Group to society and the values shared by the entire KOBELCO Group
1. We provide technologies, products and services that win the trust and confidence of our

To Continue to Be Indispensable
. Core Values customers we serve and the society in which we live. o _ . .
-t O C u S-t O m e rS an d S O C I e-ty of KOBELCO 2. ‘c’:\:)eo‘;’)aellg?ivingnijuﬁgro:ot:iz Ssroevr\::?rg:; rﬁ:ﬁ:‘. employee on an individual basis, while creating a

3. Through continuous and innovative changes, we create new values for the society of which
we are a member.

The KOBELCO Group has been providing solutions to the needs of society through its diverse human Code of Conduct for all Group employees to follow to fulfill the Core Values of KOBELCO and the Quality Charter

resources, technologies, and customer base that it has cultivated over the course of its history of 116 . 1. Uphold the Highest Sense of Ethics and Professionalism ) :
Six Pledges 2. Contribute to the Society by Providing Superior Products and Services [ReliE|[|\7A¢]F-15-T¢

years. Based on the Group Corporate Philosophy, we aim to be a corporate group that continues to be il ¢0)z15Nelo )}l 3-Establish a Comfortable but Challenging Work Environment

o ) ; 4. Live in Harmony with the Local Community
indispensable to customers and society, now and in the future. 5. Contribute to a Sustainable Environment

6. Respect Each Stakeholder
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We hope that this report will help our stakeholders
understand our efforts to achieve sustainable growth through
the promotion of sustainability management.
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History of the KOBELCO Group, a Provider of Solutions for Society

In 1905, the general partnership trading company Suzuki Shoten acquired a steel business in Wakinohama, Kobe, called Kobayashi Seikosho,
operated by Seiichiro Kobayashi, and changed its name to Kobe Seikosho. Then, in 1911, Suzuki Shoten spun off the company to establish
Kobe Steel Works, Ltd. in Wakinohamacho, Kobe. Over the 116 years since its founding the KOBELCO Group has been responding to the social
issues and demands of the times through its materials, machinery, and electric power businesses.

1900- Industrial modernization

1950- Post-war reconstruction

Introduction

1995-— Great Hanshin-
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2005- Global financial crisis
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Business Foundation
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2020- Acceleration of the

N

Establishment of the Group and
development of business foundation
for expansion of Japanese steel industry

After the Russo-Japanese War, the Japanese
Navy adopted a policy of developing private-
sector factories. The Group expanded its scale
by receiving technical guidance and orders from
the Kure, Maizuru, and Yokosuka Naval Arsenals.

v -

Early resumption of steel production
after the war and establishment

of a position as a pioneer in the
industrialization of titanium

Wire rod production resumed for the reconstruction
of Japan within three months after the end of
the war.

In 1949, we began Japan'’s first research and
development of titanium, and in 1955 we began
industrial production. Our Company, a pioneer
in titanium, has grown into a comprehensive
manufacturer of titanium, from melting to final
products.

1955- Rapid economic growth

D

Building the foundation for integrated
management of steel, nonferrous
metals, and machinery; Overseas
expansion of the KOBELCO brand

We developed diverse businesses and built the
foundation for integrated management through
the establishment of Kakogawa Works for
integrated steel production, the start of the direct
reduction ironmaking plant business, etc.

In addition, the establishment of the
KOBELCO brand has increased recognition
of the Group’s technologies, products, and
business activities both in Japan and overseas.

Awaji Earthquake

o

From disaster recovery to improved
competitiveness; Contributing to the
restoration of local communities with
a new style of urban power plant

The Company suffered the Great Hanshin-Awaiji
Earthquake in 1995. The blast furnace at the
former Kobe Works (the current Kobe Wire Rod &
Bar Plant) was severely damaged but restored in
two and a half months. It became a symbol of
Kobe’s post-earthquake reconstruction.

In 2002, we began the electric power business,
leveraging our in-house power generation know-
how of the ironmaking business. To date, we have
been contributing to the improvement of the power
supply rate in Kobe City and the Hanshin area.

D

100 years

headquarters.

Strengthening Group management
and business structures for the next

In 2005, our Group celebrated the 100th
anniversary of its founding. In order to further
enhance the collective strengths of the KOBELCO
Group, we have strengthened the Group
management and business structures, including
the establishment of overseas regional

sustainability movement

P

Taking on the challenge of realizing
carbon neutrality to achieve a
sustainable society

In 2021, our Group set its 2030 target and
2050 vision from the two aspects of reducing
CO, emissions in production processes and
contributing to reduction of CO, emissions
through its distinctive technologies, products,
and services. We will implement various
measures aimed at achieving carbon neutrality
by 2050 in respective businesses.

Groupwide
1905 1937 1960 1979 2000 2017 2019
Established  Listed on the Opens office in Establishes KOBELCO Establishes Corporate Code of Ethics Launches Next 100 Project Establishes regional headquarters
stock market New York as international unified in Europe
trademark 2006 2017
Establishes Announces quality misconduct 2020
corporate philosophy and establishes measures to Formulates Group
prevent recurrence Corporate Philosophy
2011
1988 Establishes China 2017 2021
Establishes U.S. headquarters Establishes headquarters in Announces KOBELCO Group
headquarters Southeast Asia and South Asia Medium-Term Management
Plan (FY2021-2023)
Materials Businesses
1905 1937 1955 1968 1979 1990 2006 2014 2017 2018
Begins steel casting Begins aluminum Achieves first industrial Establishes Develops ARCMAN™ Establishes manufacturing and sales Starts operations of  Establishes manufacturing and sales ~ Consolidates Establishes production and
and forging business business production of titanium production base welding robot base for automotive hot-dip galvanized special steel wire rod  base for automotive cold-rolled, upstream processes  sales base (KPEX) in the U.S.
metal in Japan in Thailand steel sheet in the U.S. processing base for  high-tensile strength steel in China at Kakogawa Works  for aluminum extrusions and
1916 1940 automobiles in China fabricated products
Begins steel products Begins welding 1959 1970 201 6 . .
business business Establishes integrated Completes Kakogawa Begins producing aluminum
Produces the first welding steel production Works 2006 panel material at Tianjin plant 2022
1917 electrodes in Japan ) in China
X Starts operations of Becomes first Japanese company in China Announces the launch
Eeg‘ms copper ?Iumlnum forging plant to produce SR of low-CO; blast furnace
usiness or automotive automotive 1 steel product Kobenable
suspension products aluminum Steel
inthe U.S. panel
material
Machinery Businesses
1914 1930 1962 1983 2004 2017 2021
Begins machinery Begins construction Begins overseas plant  Acquires U.S. company Establishes manufacturing and sales base for Acquires Quintus Kobelco Eco-Solutions
business machinery business business Midrex Technologies, Inc. standard compressors in China Technologies of Sweden Co., Ltd. becomes a

Begins first domestic
development of air compressors

1926
Begins engineering

business
Completes Japan’s first cement plant

Completes first domestically produced
electric mining shovel

Japan’s first plant export (East
Pakistan, currently Bangladesh)

1975

Introduces automated
guideway transit (AGT)

Begins direct reduction ironmaking
plant business

2006

Establishes manufacturing
and sales base for
nonstandard compressors
in the U.S.

(the world's leading isostatic
press manufacturer)

wholly owned subsidiary

R 2022

Begins capital and
business alliance with

Electric Power Business

04 KoBELCO Group  Integrated Report 2022

system _ /
Begins operation of AGT “-—..___..___ Miura Co., Ltd.
system “KRT” at Okinawa
International Ocean Exposition
1996 2002 2004 2016 2021
Enters wholesale Starts commercial Starts commercial Begins Electric Starts commercial
power supply (IPP) operations of Kobe operations of Kobe Power Business operations of Kobe
business Power Plant No. 1 unit Power Plant No. 2 unit Power Plant No. 3 unit

2019

= Starts commercial
operations of Moka
Power Plant No. 1
and No. 2 units

2022

Scheduled to start
commercial operations
of Kobe Power Plant
No. 4 unit
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At a Glance (Fiscal 2021)

Established

1905

¥250.9 billion

Total assets
(consolidated)

¥2 728.7 bilion

Number of employees
(consolidated)

38,106

Capital
(consolidated)

Net Sales/ Ordinary Income

Net sales ¥28.8 billion

Other Businesses Ordinary income  ¥7.0 billion
Electric Power

Materials

Introduction

Global operations
(consolidated)

23 countries

Management Strategy and
Management Resources for
Medium- to Long-Term Growth

KOBELCO Group’s

KOBELCO Group’s
Value Creation Story

Business Foundation Corporate Data

Number of
intellectual property
rights owned

8,319

Japan 3,576
Overseas 4,743

Group companies

251 ¥33.2 billion

Subsidiaries 201
Affiliated companies 50

R&D expenses

Global Locations

Business Businesses
Net sales Net sales
¥109.8 billion ¥1,325.0 billion %
Ordinary income Ordinary income o0
¥13.2 billion ¥45.4 billion °e -
Consolidated net sales for fiscal 2021------- ) eee
e Steel & Aluminum o =
1R e Advanced Materials <
- - ) i ( }
Machinery ¥2,082.5 billion gt o oo )
i (X ) ] . 0
Businesses o
o
Net sales Consolidated ordinary income for fiscal 2021 ------ > Soe e Net sales
¥674.1 billion ¥93.2 pili & o by region
W .2 billion A
Ordinary income 9.7%
BTF Japan
¥32.4 billion 65.3% .
e Machinery ¢
* Engineering °
e Construction Machinery
@ Steel & Aluminum @ Advanced Materials @ Welding @ Machinery ~ @ Engineering
® Construction Machinery ~ @ Electric Power ~ @ Other Businesses @ Headquarters
Business divisions Main products and services Net sales Ordinary income Total assets Number of employees
Wire rods and bars, steel sheets/steel plates (heavy plates, medium plates, steel sheets (hot-rolled,
Aﬁjtr?w?rlwfm cold-rolled, surface treated), aluminum plates, and others (steel billets, foundry pig iron, pig iron for ¥914.9 billion ¥37.5 billion ¥1,089.0 billion 11,828
steelmaking, slag products)
) , AT Steel castings and forgings, aluminum-alloy and magnesium-alloy castings and forgings, titanium and
Materials Businesses Materials titanium alloy, aluminum-alloy forgings and fabricated products, aluminum extrusions and fabricated ¥333.2 billion ¥5.1 billion ¥244 4 bilion 4,469
: products, copper rolled products, and steel powder
Welding materials (covered welding electrodes, wires for automatic and semi-automatic welding, fluxes), welding e e e
robots, welding power supplies, robotic welding systems, and welding-related testing, analysis, and consulting ¥76.9 bilion ¥2.7 bilion ¥79.4 bilion 2 ’445
Equipment for energy and chemical fields, equipment for nuclear power plants, tire and rubber machinery,
plastic processing machinery, ultra-high-pressure presses, vapor deposition systems, metalworking e ap e
machinery, various compressors, refrigeration compressors, heat pumps, various plants (steel rolling, ¥166.8 bilion ¥12.5 billion ¥190.9 bilion 4’71 6
nonferrous metals, etc.), and various internal combustion engines
Machmery ..............................................................................................................................................................................................................................................................................................................................................................................................................................................
Businesses Various plants (direct reduction ironmaking, pelletizing, petrochemical, nuclear power-related, water treatment, s o s
waste treatment, etc.), civil engineering, urban transit systems, and chemical and food processing equipment ¥1 35'6 billion ¥7'7 billion ¥1 32'5 billion 3’553
Construction Hydraulic excavators, mini excavators, environmental recycling machinery, crawler cranes, wheel cranes, ¥371 .6 billion ¥12.0 pillion ¥361.9 billion 7 .829
Machinery and mini wheel loaders ) ! ' !
Electric Power Business Electric Power Electric power supply ¥109.8 billion ¥13.2 billion ¥397.8 billion 272
Other Businesses Special alloys and other new materials (target materials, etc.), material analysis and testing, high-pressure ¥28.8 bilion ¥7.0 bilion ¥59.8 pillion 1 ’ 542

gas cylinder manufacturing, superconducting products, and general trading company
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Message from the President and CEO

Unwavering Mission of the KOBELCO Group

Over the 116 years since its founding in 1905, the KOBELCO Group has provided the
world with products and technologies that contribute to the development of society
together with its customers.

With the spirit of boldly taking on the challenge of contributing to society and realizing
it amid changes in society and world trends, we have contributed to numerous
industries and increased our global presence with our advanced technological
capabilities, high-quality products, and price competitiveness through our business
portfolio that harnesses our Group’s unique collective strengths while expanding our
business reach. Our stance of boldly tackling new challenges will never change.

The Group Corporate Philosophy states that our mission is to provide solutions to the
needs of society, by making the best use of the talents of our employees and our
technologies.

Toward the realization of a world in which people, now and in the future, can fulffill their
hopes and dreams while enjoying safe, secure, and prosperous lives, we will continue to
be a corporate group that boldly tackles various challenges and contributes to the
development of society. In order to achieve this, we will pursue the ideal of our Group,
which is to provide technologies, products, and services faithfully while maximizing our
collective strengths.

Our Seven Business Domains and 21 Core Technologies
Continue to Underpin the Industry

The KOBELCO Group has seven business segments: steel & aluminum, advanced
materials, and welding in the materials businesses; machinery, engineering, and
construction machinery in the machinery businesses; and the electric power business.
Through these businesses, we provide technologies, products, and services to a wide
range of customers in the fields of Mobility, Life, and Energy & Infrastructure. Underpinning
this wide-ranging business development is the 21 core technologies, which constitute
an integral part of the Group’s strengths that we have developed over the years.

By combining these businesses cross-functionally and developing and incorporating novel
technologies, we have responded to social changes and the new needs of customers.
Looking ahead, | believe the KOBELCO Group, with its diverse business domains and
technological base, will continue to fulfill the expectations of customers well into the future.

H arn eSSI n g th e G ro u p ,S COl |eCtlve First Year of Medium-Term Management Plan Off to Solid Start
St re n g t h S to C O n t i n u O u S Iy C O n t ri b u t e to In May 2021, the KOBELCO Group announced its Medium-Term Management Plan
f u 't u re S O C i al d eve | O p m e n-t iziii:l;igsczfvi::i ;r:; tz/:vacibp(i)ll]a;sez;:;[jblishing a stable earnings base and taking on

With one year under our belts, we are making steady progress overall. In fiscal 2021,

Mitsugu Yamaguchi
we recorded net sales of more than 2.0 trillion yen for the first time in 13 years, ordinary

President, CEO and Representative Director
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Message from the President and CEO

income of 93.2 billion yen, and net income attributable to owners of the parent of 60.0
billion yen. In addition, we paid a dividend of 40 yen per share for the fiscal year.

Currently, the business environment is becoming more uncertain due to soaring
commodity and energy prices caused by the Russia-Ukraine conflict, supply chain
disruptions, yen weakness, etc. Nevertheless, we will continue working toward
establishing a stable earnings base that can stably secure a return on invested capital
(ROIC) of 5% by steadily addressing the five key issues set forth in the Medium-Term
Management Plan.

At the same time, as we work toward our long-term goal of taking on the challenge
of realizing carbon neutrality, we will continue to work to reduce CO, emissions in our
production processes and contribute to the reduction of CO, emissions in society.

Establishing a Stable Earnings Base
We are working on five key initiatives to achieve a ROIC of 5% in fiscal 2023, the final year
of the Medium-Term Management Plan, and a ROIC of 8% or more over the long term.
1. Strengthening the earnings base of the steel business
We aim to achieve stable earnings with crude steel production of 6.3 million tons
and secure profitability even at 6.0 million tons by lowering the break-even point
through reducing fixed costs, improving the product mix, and increasing marginal
profit through raising product prices.
2. Smooth startup and stable operation of new electric power projects
The Kobe Power Plant started commercial operations of the No. 3 unit in
February 2022 as scheduled and will start commercial operations of the No. 4
unit in the second half of fiscal 2022. From fiscal 2023, all power plants, including
the Kobe Power Plat No. 1 and No. 2 units and the Moka Power Plant No. 1 and
No. 2 units, will be fully operational and contribute approximately 40 billion yen to
earnings annually.
3. Strategic investment in the materials businesses leading to
earnings contribution
Although the timing of profit contribution has been pushed back from the initial
forecast, there is no change in the strong demand for weight reduction in the

1 O KOBELCO Group Integrated Report 2022
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automobile industry over the long term. We will continue working to ensure our
strategic investment contributes to earnings as soon as possible.

4. Restructuring unprofitable businesses
We are streamlining our business through measures such as withdrawal from
unprofitable businesses and reducing workforce. The titanium business returned
to profitability in fiscal 2021. We are working to achieve profitability in the forging
and crane businesses as soon as possible.

5. Stabilizing earnings in the machinery businesses and responding to
growing markets
The KOBELCO Group’s machinery and engineering businesses offer diverse
technological capabilities and product lineups. To date, we have demonstrated
competitiveness in the fossil fuel and nuclear power fields. From now on, we wil
strengthen and expand our business in the environment-related fields, including
initiatives toward the realization of a carbon-neutral society.

In the construction machinery business, we are working to transform our
business model by promoting the departure from dependence on the
Chinese market, and expanding the parts and maintenance business and
the solutions business.

Taking on the Challenge of Realizing Carbon Neutrality

The KOBELCO Group is working toward carbon neutrality from two aspects: (1)
Reducing CO, emissions from the production processes in its steel business, electric
power businesses, etc.; and (2) Contributing to reduction of CO, emissions in society
through the Group’s technologies, products, and services.

In particular, the MIDREX® Process holds the key to achieving carbon neutrality in the
steel idustry.

Specifically, we can reduce CO, emissions in the ironmaking process by using the
iron source produced with the MIDREX® Process, thereby enabling steel production
with a lower CO; footprint. In May 2022, we announced the launch of a low-CO. blast
furnace steel product Kobenable Steel.

In addition, the MIDREX® Process can greatly contribute to the reduction of the
world’s CO, emissions, and it is a vital process for the transition from the blast furnace
to electric furnace and for the reduction of CO, emissions from blast furnaces. The
MIDREX® Process is also capable of replacing natural gas with hydrogen as reducing
gas in the future.

The KOBELCO Group’s Strength Is Symbolized by Its
Comprehensive Capabilities

Our Group is a unique corporate group, one of only a few in the world, that can provide
high-value-added products and solutions based on its in-depth knowledge of 21 core
technologies and customer base across a broad range of business areas.

In particular, KOBELCQO's unique strength is demonstrated in solution proposals that
combine steel, aluminum, and welding technologies in the fields of automotive weight
reduction and electrification.

KOBELCO Group Integrated Report 2022
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Message from the President and CEO

In addition to our efforts to reduce CO, emissions in the ironmaking process, we are
working to achieve carbon neutrality by, for example, promoting the mutual utilization of
management resources between the machinery and engineering businesses to conduct
a demonstration test of a hybrid-type hydrogen gas supply system at Takasago Works
with the aim of contributing to diverse applications for the future hydrogen society.
Another example is Kobelco Eco-Solutions Co., Ltd., which turned into a wholly owned
subsidiary of Kobe Steel in November 2021. The company is engaged in various
environmental businesses, including water treatment, waste treatment, and chemical/
food process equipment. In the future, we expect synergy effects from initiatives in the
power generation business, such as CO, reduction through the use of biomass in the
electric power business.

As shown in these examples, our Group’s collective strength lies in our ability to
provide solutions to the needs of society by integrating the Group’s management
resources. We will increase our Group’s competitive advantages and refine the ability to
achieve greater sustainable growth.

Today, with the introduction of artificial intelligence (Al), automation and unmanned
operations are progressing in manufacturing sites that were once labor-intensive. In
technological development, the trend toward digital transformation (DX) has become
more prominent, such as material development using materials informatics (Ml). We
recognize that the promotion of DX is also essential for enhancing the collective
strengths of the Group, which has diverse distinctive assets.

Implementing Sustainability Management throughout the Group

Based on the lessons learned from the quality misconduct of 2017, our Group has been
steadily evolving in terms of its organizational foundation. Since | became president of
the Company, | have focused in particular on changing the mindset of executives and
employees. First of all, | began by removing barriers between organizations and
restructuring organizational structures, systems, and mechanisms, and | have continued
to stress the need to transform the way we think. Since 2018, | have actively created
opportunities for dialogue with employees, and have already engaged in dialogue with
approximately 1,500 employees. In my dialogues with leaders at the manufacturing
sites, | underline the importance of reaffirming a sense of compliance, being aware of
the role as a leader, and building up good communication.

In terms of governance, | have strong determination to advance and complete
governance reforms, which include strengthening the monitoring function of the Board
of Directors and establishing various committees that promote cross-organizational
discussions, such as the Sustainability Management Committee, Business Portfolio
Management Committee, and Investment and Loan Committee.

In May 2020, we established the new Group Corporate Philosophy, under which we
identified key management issues and classified them into two categories: (1) a
business foundation area that underpins business activities, and (2) a value creation
area that drives business growth. As priority issues to be focused in these areas, we
identified materiality in 2021.

1 2 KOBELCO Group Integrated Report 2022
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| believe that the important thing in sustainability management is that sustainability is
required not only for the company, but also for its employees. Our Group has been
promoting diversity and inclusion (D&l) aimed at creating a flat workplace environment
where every employee can openly and frankly express their opinions. In creating an
organizational structure and developing human resources strategies to achieve this
goal, we must consider how we can provide a mechanism that leads to the revitalization
of the workplace and improved career opportunities for employees, rather than simply
establishing a new personnel system.

During the 37 years until | became president, | had engaged in various businesses of
the Company. From my observation, the steel and machinery business divisions were
quite different in cultures and workplace atmosphere. The Head Office was also unique
in that sense. | learned that each business division has its own unique characteristics,
and | value this experience as it taught me to see things from different angles. | hope this
experience will contribute to the Group’s future organizational development and human
resources strategy. To the members of our Group, | have always been saying that work
is the accumulation of human communication. | believe it is essential for sustainable
growth of the Group to build relationships that embrace diverse values and different
ways of thinking and allow us to help each other.

Everything We Do Is for Moving Society Forward

There are still many hurdles to overcome in achieving sustainable growth of our Group.
Looking at our history, however, we have always taken on challenges without being
bound by organizational barriers or conventional frameworks. We believe that the results
of these efforts can be seen in our broadly expanded business domains, diverse
technologies, and the presence of many customers.

Leveraging our collective strengths, we will continue to provide solutions to the needs
of society and aim to maximize corporate value while demonstrating the uniqueness of
the KOBELCO Group.
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