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Global Coal Production  

• Total Global Coal Production (including 

hard coal and lignite) 

 . 7854Mt (2012e) 

 · 7678Mt (2011) 

 · 7201Mt (2010) 

 · 4677Mt (1990) 

 

 

 

Sources: WCA  Coal facts and BP 

Statistical Review 2012 



ADVANTAGES OF COAL 

• Low cost 

• Abundant – ‘super’ abundant 

• Multiple producers in many countries 

• Easily and cheaply transported and stored 

 

 CHEAP AND SECURE SUPPLY OF 

ENERGY, BUT HIGH CARBON 

 



Global Energy and the Current 

role of Coal 

 



BP Statistical Review of World 

Energy 2012  

© BP 2012 

Primary energy world consumption 
Million tonnes oil equivalent 



Key points 

• Global Energy consumption continues to 

increase 

• All fossil fuel consumption is increasing 

• Coal consumption is increasing faster than 

either oil or gas 

• Where next? 

 







316 

304 

9 

117 

3 

76 

79 

107 

34 

294 

293 

54 

61 

13 

49 

25 

57 

65 

20 

28 

31 

Seaborne Trade:   1.082   Mt 

Thereof 826   Mt Steam Coal 

 256   Mt Coking Coal 

 
Source: VDKi, 2012 preliminary 

Global Hard Coal Production: 7.2 

 
EURACOAL EC  24. June 2013_Dr Schmitz 



North West Europe Steam 

Coal Prices and Forward 

Swap Prices 

Source: MCIS 

EURACOAL Executive Committee 18th 

June 2012 
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MCIS Marker Price API#2 (As at June 2012)





 

Key drivers of recent coal 

price trends 
• Steam coal: 

– Demand reduced by global economic crisis 

– Investment in new coal prospects limited 

– Australian Carbon Taxes 

– US Shale Gas meaning surplus US Coal 

available to export. 

Coking coal: 

 Demand for steel reduced globally 



Coal in the UK 



CHARACTERISTICS OF DEEP 

MINING 

• High capital investment – c £1m per metre of depth 

• High fixed costs – 80% to 90% 

• Long life – average 100 years 

• Inherently inflexible 

• High geological risk 

• Output maximisation = profit maximisation, but can never 
extract all the coal 

• Maximising output means 

 (i) keeping the roof and floor apart; 

 (ii) adequate rate of development  

• Cost model is not rocket science 







CHARACTERISTICS OF 

SURFACE MINING 
• Moderate investment – but large back-end liability 

• Costs largely variable with level of muckshift and cost of 
diesel fuel    

• Inherently more flexible – ‘truck and shovel’ operations 
becoming the standard production technology (apart 
from lignite) 

• Lower geological risk 

• Profitability dependent on ratio of overburden to coal and 
sales price 

• Economics depend on 

 (i) minimising overall level of muckshift 

 (ii) moving it as fast as possible 

• Cost model is not rocket science 



 



UK Power Station Coal Burn
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Business Risks 

• Coal price 

• Demand 

• Investor confidence 



UK Coal Output
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Factors which will determine 

coal’s future 
• Global Climate Change Agreement? 

• Chinese/ Indian Growth and electrification  

• African economic emergence 

• South American economic development 

• Nuclear technology 

• Low cost and continuous renewable 

energy 

• Carbon Capture and Storage 













Coal and UK Energy Policy 

• The UK Carbon Dioxide emissions amount 

to around 1.5% of the global total. 

• EU emissions are around 12% of the 

global total. 

• By 2030 these percentages will be further 

reduced as most increases in emissions 

will be in developing economies 

• BUT WHAT ARE WE CONSUMING?   



UK Energy Bill 
• An attempt to deliver a secure, affordable 

supply from generation assets which will 

be largely de-Carbonised by 2030 

• Laudable aims developed from the Energy 

Review in 2006 

• All three major Westminster parties agree 

with the aims 

• THE ROUTE TO THIS OUTCOME IS THE 

DIFFICULT PART!  



• Up to £200 billion investment needed to 

 replace/upgrade infrastructure to achieve 

 near zero carbon by 2030 whilst  maintaining 

security of supply (Some analysts now contend that 

this figure is significantly more and could be £400bn) 

• Liberalised market seen as being unable 

to  attract investment required 

UK ELECTRICITY MARKET 

REFORM - BACKGROUND 



UK ELECTRICITY MARKET 

REFORM – MAIN PROPOSALS 

•        Carbon Price Support 

•        Contracts for Differences 

•        CO2 Emissions Performance Standard 

•        Capacity Payments 

 



UK EMR CARBON PRICE 

SUPPORT 

• Now in HM Treasury control 

• Was designed to encourage investment in 

new low Carbon generation plant 

• Planned trajectory diverges from EUETS 

and will damage the ability of UK industry 

to compete in global markets  

• Price per tonne of Carbon emitted would 

increase to £70/t by 2030 if current plans 

are kept 



UK EMR contracts for 

differences  
• Designed to give a guaranteed future price 

for the different technologies to remove 

investor risk 

• Strike prices are now being debated and 

consulted upon 

• Draft prices quoted are between two and 

three times the current wholesale 

electricity price 



UK EMR Emissions 

Performance Standards 
• Proposed at a level which allows new gas 

plant to be built and to run until 2045 

without Carbon Capture and Storage 

• New coal plant cannot comply without 

CCS 

• Late Amendment to the Energy Bill in the 

House of Lords to impose annual EPS 

limits on existing coal plant reducing their 

load factors to around 40% this was 

defeated in the Commons. 



UK EMR Capacity Payments 

• Consulting on proposed scheme 

• Auctioning in 2014 for Capacity required 

for 2018, single year contract, highest bid 

will settle the price. 



Costs to Consumers  

• The costs of Carbon price support, 

Contracts for Differences, Capacity 

Payments, and the fact that cheaper coal 

fired plant will disappear and be replaced 

by higher cost generation will all increase 

consumer bills. 

 



Cost to Politicians 

• If the bills are not affordable or 

• If UK industries can no longer compete or 

• IF THE LIGHTS GO OUT 

 

IT WILL BE A DISASTER FOR THE 

GOVERNMENT AND THE ECONOMY 



Carbon Capture and Storage 

• Coalpro believes that unless this 

technology becomes available then there 

is no way for the global emissions of CO2  

to be dramatically reduced by 2030 or by 

2050 in any affordable manner. 

• China, India and the rest of SE Asia will be 

emitting twice as much CO2 as they 

currently are from coal-fired plant by 2030. 



Carbon Capture and 

Storage in the EU 
• In the EU efforts were made to enable 

CCS in the middle of the last decade. 

• There was an ambition to have 10-12 

large scale demonstration plant projects 

working in the EU by the middle of this 

decade. 

• Plants built to date? 

• Efforts are being made to revitalise CCS!  



Carbon Capture and 

Storage in the UK 
• In 2007 the Labour Government declared 

that no new coal plants could be built in 

the UK unless they were fitted with CCS. 

• At the same time there was a declared 

intent for the UK to lead the world in CCS 

technology and understanding. 

• The UK is ideally placed to develop CCS 

as it has depleted oil and gas fields in the 

North Sea which are perfect storage 

areas. 



CCS in the UK 2 

• Competition launched by DECC in 2007 

for up to four projects for coal-fired CCS 

• Only Longannet remained in the 

competition in 2010. 

• Competition aborted and then re-launched 

in 2011. 

• Two “finalists” are White Rose Project 

(Drax coal-fired) and Peterhead (SSE gas-

fired)  



CCS in the UK 3 

• The Government announced that the were 

funding the FEED study on the White 

Rose Project in December 2013. 

• Peterhead is still to be formally granted a 

FEED contract. 

• Neither project will be approved to build 

stage before the end of this Parliament in 

May 2015. 



UK AND COAL 

FINAL THOUGHTS 
• Energy Bill and EMR were conceived 

before global financial market turmoil 

• The investment in the UK has not been 

forthcoming 

• Market economics have thus meant 

cheaper coal and more coal use 

• Emissions targets mean politicians think 

the only way to comply is to drive coal 

burn off the grid 



UK AND COAL FINAL 

THOUGHTS 
• Diversity of generation assets will drive 

affordability and security of supply 

• We need more tools than renewables 

(mainly wind) and nuclear if we are to de-

Carbonise without fuel poverty and power 

cuts 

• We were going to lead the world in CCS 

which has to be part of the global solution 

(Lord Sterne and IEA agree) 



AND FINALLY 

• If the current policies are not amended, it will spell the 

end of investment in the UK coal industry before the end 

of this decade 

• Carbon Price Support at its current trajectory will mean 

no further coal stations opt into IED compliance and they 

will use their 17,500 hours between 2015 and 2018 

• The Coal Industry and Coal-Fired Generation plants 

have been discarded by politicians in their race to satisfy 

the need to reduce emissions. 

• BUT we have no major capacity being built that can 

replace these plants. 

• SOMETHING’S GOT TO CHANGE!!! 

 



THANK YOU 

• Any Questions? 


