/. CLIMATE ACTION

The greentec steel climate protection program is being implemented
according to schedule, with voestalpine aiming to achieve net zero emissions
by 2050 at the latest. Certain areas of the political and regulatory framework
for European and national energy and climate policy were specified in
concrete terms during the reporting period, although this remains open
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in some key areas.

POLITICAL FRAMEWORK

A number of key issues were adopted at the EU
level in 2023, such as the directives on energy
efficiency, and industrial and raw materials pol-
icy decisions will be taken in the Northern spring
2024 shortly before the final trilogue agreement
between the Commission, Council, and Parlia-
ment. These include the Net-Zero Industry Act
(NZIA), which is intended to support important
industrial activities for the transformation, and
the Critical Raw Materials Act (CRMA) to secure
the (internal) supply of raw materials.

October 2023 also saw the start of the three-
yvear trial phase of the Carbon Border Adjust-
ment Mechanism (CBAM). The policy aim here is
to ensure that imports of certain products into
the EU receive comparable treatment in rela-
tion to the level of the CO, pricing system that
applies here. Anyone importing goods into the
EU must therefore either provide evidence of a
CO, pricing system in line with the EU Emissions
Trading Scheme (ETS) or must otherwise pay im-
port duties.

The CBAM initially comprises the iron, steel, alu-
minum, cement, electricity, fertilizer, and hydro-
gen sectors, as well as selected upstream and
downstream products. With the world'’s first such
border adjustment scheduled to go live as of
2026, a gradual phase-out of the free alloca-
tion of emissions trading allowances is planned

in these sectors by 2034. However, solutions
are still outstanding for exports from the EU to
compensate for additional costs due to high-
er climate protection standards compared to
other regions, and therefore to create reason-
ably comparable competitive conditions on the
global market.

Despite their intentions which are basically un-
derstandable, these European and national
regulations share one common drawback in
that they often lead to excessive administra-
tive work. Whether they will truly result in positive
outcomes in terms of both climate and industrial
policy therefore remains to be seen. One thing
that is certain is that the reduction in bureau-
cracy originally promised by the European Com-
mission has not yet materialized.

While important components of the Green Deal
have not yet been finally adopted or imple-
mented, the new 2040 climate targets are being
discussed at EU level. The European Commis-
sion published its ideas on this at the beginning
of February. The proposals specifically include
a net target of a 90% reduction compared to
1990 in conjunction with an Industrial Carbon
Management Strategy for unavoidable residual
emissions. This primarily concerns Carbon Cap-
ture and Ultilization or Storage (CCUS).
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Although no more decisions will be taken in the
legislative period of the European Parliament
or by the current Commission, which ends in the
first half of 2024, the implications of a renewed
tightening of targets would be considerable, as
all issues in the “Fit for 55" package would need
to be adapted, including the process for legal
implementation at the national level.

Similar discussions are currently taking place in
the individual EU member states. Both Austria
and Germany are working on a carbon man-
agement strategy which voestalpine believes
should logically be an integral part of the corre-
sponding EU plans.

The key question for all energy-intensive sec-
tors will be how the industrial transformation
can be made commercially viable in the long
term. The key aspects remain the future Europe-
an and national subsidy regime, the develop-
ment of “green” lead markets for CO,-reduced

greentec steel:

products, as well as availability, secure supply,
infrastructure, and competitive price levels for
renewable energies. These challenges can only
be mastered to a limited extent by individual
companies themselves and require agreement
on a coordinated industrial policy designed to
tackle them.

The discussion regarding a new Industrial Deal
for the European Union in the coming legisla-
tive period, which has been gaining momen-
tum since the beginning of 2024, should not
only create greater awareness of the fact that
all relevant issues such as climate, energy, com-
petition, trade, finance, and research/innova-
tion need to be considered in an integrated and
coordinated manner, but should ultimately also
lead to along-term, sustainable industrial policy
agenda for the EU and its member states.

voestalpine’s FORWARD-LOOKING
CLIMATE ACTION PROGRAM

With greentec steel, the voestalpine Group is
gradually implementing an ambitious phased
plan. greentec steel involves all of voestalpine’s
activities and innovations on the path to steel
production with net zero emissions. As part of
the Science Based Targets initiative (SBTi), the
voestalpine Group is committed to reducing the
sum of Scope 1 and Scope 2 emissions by 30%
and Scope 3 emissions by 25% by 2029 com-
pared to the reference year 2019. Achievement

of the 2029 target is also subject to external
factors and influencing variables such as raw
materials, energy, and the economic situa-
tion. greentec steel provides for various tech-
nological options with high potential for reduc-
ing CO,. The phased plan thereby provides a
certain degree of flexibility to voestalpine, en-
abling it to react to changing conditions and
at the same time limit the economic risk to a
manageable level.
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greentec steel comprises an investment volume
of around EUR 1.5 billion in the first stage. This
will initially involve installing two green electric-
ity-based electric arc furnaces at the Linz and
Donawitz sites and decommissioning two coal-
based blast furnace units. The materials used
involve a mix of scrap, liquid pig iron, and hot
briquetted iron (HBI), with the mix adjusted ac-
cording to the specific quality requirements.
voestalpine sources the required HBI primarily
from the direct reduction plant in Texas, USA.
This plant has been majority-owned by a global
steel manufacturer since 2022, with voestalpine
holding a 20% stake as well as securing long-
term procurement contracts.

The decisions on the systems and suppliers have
now been taken and construction of the elec-
tric arc furnaces has begun. The Austrian feder-

al government had granted funding of around
EUR 90 million for this as part of the “Transfor-
mation of Industry” program. The environmental
impact assessment procedure for the upgrades
required to the electricity grid has been com-
pleted at the Donawitz site and has almost been
completed at the Linz site at the time of writing.

voestalpine’s long-term concept for achieving
net zero emissions by 2050 at the latest in line
with the EU emissions trading target path con-
sists of several modular technology steps and
options. These are equally based on the great-
est possible CO, reduction effect, taking into ac-
count actual feasibility (e.g., with regard to the
availability of raw and input materials and re-
newable energies, including the corresponding
infrastructure).

An overview of the key elements and milestones of the greentec steel climate
action program is provided below (reference year 2019 for Scopes 1 and 2):

>> By 2029: Phase 1 with target of
30% reduction in CO, emissions
> Investment in two electric arc furnaces
powered by renewable electricity in Linz
and Donawitz and decommissioning of
two coal-based blast furnaces.

>> From 2030 to 2035: Phase 2 with
target of 50% reduction in CO, emissions
> Focus on direct CO, avoidance through
further replacement of fossil pig iron
production and anticipated
supplementary use of carbon
capture and utilization technologies.

>> By 2050 at the latest: Phase 3 with

target of net zero CO, emissions

> Focus on replacing the remaining
fossil pig iron capacities using fossil-free
energy sources, such as “green”
hydrogen and bioenergy, as well as
capturing CO, (CCUS) with the aim of
achieving the greatest possible
flexibility while at the same time making
the net zero strategy economically viable.

> The final decisions will only be taken at
a later date in accordance with invest-
ment cycles and in line with foreseeable
conditions.
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