Decarbonization in Steel Industry Baseline Scenario Prolific Fund Standards:

PFS-BS-DSI-V2

Implementing Decarbonization in Steel Industry through Prolific Fund Standards

Prolific Fund Standards:

1. Assessment of Current Emissions: Begin by quantifying the current carbon emissions of
a typical steel production facility. This involves measuring direct emissions from
production processes and indirect emissions from energy sources.

2. Identification of Emission Reduction Targets: Set clear and achievable emission
reduction targets in alignment with international guidelines and national policies. These
targets should be ambitious yet realistic, considering the technological and economic
feasibility.

3. Implementation of Cap and Trade:

Cap Allocation: Determine the total amount of emissions allowed (the cap) and
allocate emission allowances to steel producers. These allowances can be traded,
creating a market for carbon credits.

Emission Trading: Encourage facilities that reduce their emissions below their
cap to sell excess allowances to others that are unable to reduce their emissions
as effectively.

Monitoring and Compliance: Establish robust monitoring and reporting systems
to ensure compliance with the cap and to'track the trade of carbon credits.

4. Development of Carbon Credits:

Project Identification: Identify projects within the steel industry that reduce
emissions, such as-adopting cleaner. technologies, energy efficiency
improvements, or use of renewable energy sources.

Verification and Certification: Have these projects verified by an independent
body to ensure that they result in real, measurable, and long-term emission
reductions.

Credit Issuance: Once verified, issue carbon credits equivalent to the amount of
emissions reduced by these projects.

5. Continuous Improvement and Technological Integration:

Invest in research and development to find new ways to reduce emissions in steel
production.

Implement best practices and innovative technologies as they become available.

6. Stakeholder Engagement and Transparency:
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7.

¢ Engage with all stakeholders including employees, local communities,
governments, and environmental groups.

e Maintain transparency in reporting emissions data, trading activities, and the
impact of carbon credit projects.

Alignment with SEl and Community Engagement:

e Ensure that the decarbonization projects also contribute to socioeconomic
impacts and community engagement.

e Projects should align with the broader goals of climate action, like enhancing
local employment, protecting biodiversity, or improving air quality.

This baseline scenario can be adapted and refined as per the specific conditions and regulatory
environment of the steel industry in the relevant geographical-area. It's also crucial for the
scenario to align with the Governing Principles of Climate Care Innovations Inc., particularly
focusing on benefits for mankind, environmental.impact, and SEI.

Prolific Fund Standards would involve several key steps:

1.

Baseline Assessment: Establish the current carbon footprint of the steel production
facilities, including direct emissions from production and indirect emissions from energy
consumption.

Technology Shift: Implement or transition to low-carbon technologies. This could
involve:

e Moving from coal-based blast furnace methods to Electric Arc Furnaces using
renewable electricity.

e Investigating and investing in innovative smelting reduction technologies.

Energy Efficiency: Enhance energy efficiency in all operational processes through heat
recovery, optimizing production processes, and upgrading equipment.

Material Efficiency: Reduce waste and increase the recycling rates of steel and other
materials, promoting a circular economy.

Alternative Materials: Use alternative, lower carbon raw materials where possible, such
as increasing the use of scrap steel or exploring carbon-neutral or low-carbon
alternatives.

Carbon Capture, Utilization, and Storage (CCUS): Implement CCUS technologies to
capture and either use or store carbon dioxide emissions from steel production.

Supply Chain Management: Work with suppliers and customers to reduce indirect
emissions and ensure the use of low-carbon steel in downstream products.
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8. Policy and Stakeholder Engagement: Engage with policymakers, industry stakeholders,
and communities to align goals, gain support, and facilitate the adoption of best
practices and standards.

9. Monitoring, Reporting, and Verification (MRV): Develop a robust MRV system to
regularly assess the performance against emissions reduction targets, ensuring
transparency and accountability.

10. Continuous Improvement and Innovation: Foster a culture of continuous improvement
and innovation within the industry, encouraging research and development of new
technologies and practices.

Each of these steps should be tailored to the specific context of the steel plants in question,
considering factors like location, scale, and available technologies. It's also crucial to align the
methodology with Prolific Fund's Governing Principles, ensuring benefits for mankind, minimal
environmental impact, and strong community engagement throughout the transition.
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