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 Executive Summary 

In this note, we explain the financial implications of recent changes to EU coal power economics. In 
doing so, we argue EU policymakers and investors need to prepare for no hard coal or lignite 
generation by 2030. Data-driven solutions are offered to ensure an orderly and just transition. 

1.1 Apocoalypse Now: 79% of EU coal generators are running at a loss and 
could lose €6.57 bn in 2019 

Coal is under severe economic pressure across the EU. Based on Carbon Tracker modelling, we 
estimate that 84% of lignite and 76% of hard coal generators are currently operating at a loss and 
could lose €3.54bn and €3.03bn, respectively, in 2019. Moreover, Carbon Tracker modelling 
found: 

§ The most exposed member states are Germany, Spain and Czech Republic whose coal 
generators could lose €1.97bn, €992mn and €899mn, respectively, in 2019. 

§ The most exposed utilities are RWE, EPH and PPC who could haemorrhage €975mn, €613mn 
and €596mn, respectively, in 2019. These losses are material for coal heavy utilities. For 
example, RWE’s losses for 2019 alone represent 6% of its market capitalisation.  

§ Per Making it Mainstream, those EU utilities who are covered by CA100+ and have loss-making 
coal generation (i.e. ENEL, EDF, CEZ, ENGIE, Fortum, Iberdrola and RWE) are also misaligned 
with the temperature goal in the Paris Agreement. 

§ Those remaining assets that are cashflow positive are hard coal and lignite units in Poland, Italy, 
Czech Republic and Slovenia that benefit from relatively high power prices, as well as a small 
amount of capacity in Germany and Netherlands that have higher unit efficiencies. Polish 
generators will also benefit from generous capacity market payments from next year onwards, 
which could see the percentage of profitable units increase from ~50% to ~80%. 

Owing to relentless competition from ever lower cost wind, solar, batteries and demand response 
coupled with a preponderance of inexpensive gas, these losses could be sustained for the 
foreseeable future. Without being heavily subsidised, we foresee no coal power generation by 2030. 
If EU governments chose to support coal over the long-term (i.e. post-2030) it could create 
intractable problems, as they will be forced to choose between destroying shareholder value, 
depleting fiscal resources or undermining economic competitiveness. Moreover, market conditions 
are shining a spotlight on the legality of closure payments. The outcome of this legal quagmire could 
have significant valuation implications for coal-heavy utilities. 

1.2 Realising the coal to clean mega trend: closing coal quickly can be cheap 
and a win-win 

As governments and investors transition from ambition to implementation, they are going to have 
to focus on win-win solutions. Without win-win solutions for key stakeholders (consumers, investors, 
workers and local communities), coal phase-out policies risk becoming delayed and disorderly. In 
this regard, Carbon Tracker outlines three analytical solutions:  

§ Securitisation regulation. Securitisation regulation to incentivise early retirements by exploiting 
the difference in the cost of capital available to governments and companies. 

§ Geospatial AI. Geospatial artificial intelligence to maximise the value of variable renewable 
energy and help policymakers focus on which coal units could be replaced locally at a saving. 

§ Open source planning. Open source electricity system planning to transparently prove that coal 
will become a net-liability to the end consumer and enable a transition from coal to carbon 
neutral technologies.  

These solutions will become an increasing focus for the Power & Utilities team. 
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1.3 Lawyer up: capital markets can and will litigate if listed utilities are used by 
governments to peddle uneconomic coal 

To date, capital markets have chosen to engage with or divest from coal power. While these efforts 
are noble and should continue, we expect asset owners to litigate to establish legal precedents and 
influence company management. The most recent example is Ostroleka C, a proposed coal plant 
in Poland, which resulted in Enea being successfully sued by a minority shareholder. Governments 
who are strong-arming listed utilities to promote unviable coal generation should take note. 

  Methodology 
EBITDA (earnings before interest, taxes, depreciation and amortization) equals in-market and 
out-of-market revenues minus the long-run marginal cost (LRMC). Where (i) in-market revenues 
are based on front-year futures contracts where available and capacity factors from ENTSOE 
where available; (ii) out-of-market revenues from capacity market, balancing and ancillary 
payments; and (iii) the LRMC equals total fuel cost, carbon cost, variable O&M (VOM) and fixed 
O&M (FOM). Capacity factor estimates for 2019 are based on average capacity factors from 
ENTSOE at the asset-level where available, as well as back calculated from EUTL emissions data 
at plant level assuming an intensity of 900gCO2/kWh, and average power price data from 
September 2018 to 2019. 

Assumptions  
Fuel cost of $78/t for hard coal, which is the average of API year ahead contract from September 
2018 to 2019. For lignite we apply a fixed cost for the mine which varies from €76-92/kW and 
is based on analysis from Agora Energiewende. We use an average of the front-year EUA contract 
from September 2018 to 2019 and assume a fraction of the carbon cost is passed through in 
increased power prices. We assume a past-through rate of 100% for member states with average 
emissions intensities greater than 600gCO2/kWh and 0% for 0gCO2/kWh. Transport cost for 
hard coal are €3-7/t depending on the member state. Fixed O&M costs depend on the 
combustion technology of the boiler: US$9/kW for subcritical technologies; US$12/kW for 
supercritical technologies; US$13/kW for ultra-supercritical technologies; and US$21/kW for 
integrated gasification combined cycle technologies. Variable O&M depend on the combustion 
technology of the boiler: US$4.49/MWh for subcritical technologies; US$4.79/MWh for 
supercritical technologies; US$5.98/MWh for ultra-supercritical technologies; and 
US$7.73/MWh for integrated gasification combined cycle technologies. We also adjust the cost 
depending on the unit’s size: 133% for units between 0 and 100 MW; 107% for units 100 to 300 
MW and 100% for units 300 MW or more. Unit efficiency is adjusted for boiler type and unit age. 
Out of market revenues include balancing services of €2,000/kW and ancillary services of 
€2,000/kW for all units, as well as capacity payments where applicable in accordance with the 
European Commission proposal 2016/0379. We assume wet flue gas desulphurisation opex of 
€0.72/kW and for selective catalytic reduction we assume opex of €1.15/kW. 

Limitations 
No revenue and cost hedging are assumed. Utilities often hedge their revenue and cost 
exposure through the future and forward markets. The level and extent of hedging varies 
depending on whether the utility operates in a liberalised or regulated market, as well as the 
evolution of power market price formation. We also note estimating FOM is challenging, 
especially for lignite units. The amount an operator spends on FOM depends on a variety of 
factors, such as the useful life of the unit, air pollution regulations and long-term fuel contracts. 
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 Apocoalypse Now 

In Lignite of the Living Dead, published in 2017, we concluded that falling renewable energy costs, 
air pollution regulations and rising carbon prices could make EU coal units unusable as early as 
2030. Although controversial at the time, and still considered inconceivable by many, we now 
believe 2030 could be too conservative. Coal not only is getting pushed further up the stack due to 
competition from gas but is also facing obsolescence as the stack steepens to accommodate more 
wind and solar. Hard coal generation has declined 39% between March and August 2019 
compared with the same period in 2018, resulting in eye-wateringly low utilisation rates. Lignite has 
also been impacted, declining 20% over the same period compared to the previous year. This brave 
new world means hard coal and lignite cannot escape from an evolutionary cul-de-sac without 
being heavily subsidised by the state. As detailed in Figure 1, based on the LRMC, we estimate that 
76% of EU hard coal and 84% of lignite generators are currently operating at a loss. 

FIGURE 1 – EBITDA (€/MWH) OF EU COAL GENERATION 2017 VS 2019 BASED ON LONG-RUN MARGINAL 

COST  

 

Source: Carbon Tracker analysis 

Notes: We define LRMC as the total fuel cost, carbon cost, VOM and FOM. See the Executive Summary for other 
assumptions. 

As detailed in Figure 2, those remaining assets that are cashflow positive are in Poland, Germany, 
Italy, Netherlands Czech Republic and Slovenia. With the exception of Germany and the 
Netherlands, these are regions with relatively high wholesale power prices. For instance, Poland, 
Italy and Slovenia have the highest baseload power prices in the EU. Indeed, a number of Polish 
generators will also benefit from generous capacity market payments from next year onwards which, 
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according to our modelling, we see the percentage of profitable units increase from around 50% to 
nearly 80%. A small number of hard coal units in Germany and Netherlands are also in-the-money, 
due to high efficiencies. 

FIGURE 2. MEMBER STATES WITH CASHFLOW POSITIVE COAL CAPACITY IN 2019 

 

Source: Carbon Tracker analysis 

Notes: See the Executive Summary for other assumptions. 

As detailed in Table 1, if the energy complex does not change, we estimate that EU hard coal and 
lignite generators could lose net €6.57bn in 2019. While there is a growing trend amongst Western 
Member States to formally announce coal phase-out policies, Eastern Member States are still heavily 
reliant on hard coal and lignite. For example, coal represented 80% of total generation in Poland, 
43% in Czech Republic and 39% in Bulgaria.1 Moreover, renewables growth in these countries 
significantly lags Member States in Western Europe due to a lack of policy incentives.2 Despite 
considerable progress amongst Western Member States, one country stands-out for having a phase-
out date inconsistent with prevailing economics and the Paris Agreement: Germany. The German 
coal exit commission published its findings on February 2019, recommending a final coal phaseout 
by 2038.3 Germany’s lignite and hard coal units could lose €1.97bn in 2019 and, according to the 
IEA’s Beyond 2oC Scenario, the EU should be coal free by 2030.4  

 
1 https://transparency.entsoe.eu/  
2 https://sandbag.org.uk/wp-content/uploads/2019/07/2019-Cash-Cow-report-1.3.pdf  
3 https://www.bmu.de/themen/klima-energie/klimaschutz/kommission-wachstum-strukturwandel-und-
beschaeftigung/  
4 https://www.iea.org/etp/  
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TABLE 1 – OVERVIEW OF COAL GENERATION ECONOMICS BY EU28 MEMBER STATE IN 2019 

Country 
Coal 
Type 

Mar-Aug 
yoy % 
chg. 

Capacity 
(MW) 

Capacity 
Factor (%) 

SRMC 
(€/MWh) 

SRMC 
dark 
spread 
(€/MWh) 

LRMC 
(€/MWh) 

LRMC 
Dark 
spread 
(€/MWh) 

EBITDA 
(mn €) 

Phase-out 
year 
announced 
or agreed 

AUSTRIA Hard 1%  598  42%  66  -23 69 -26 -23 2020 

BULGARIA 
Hard N/A  404  48%  74  -31 79 -36 -56 

N/A 

Lignite -11%  4,305  66%  61  -20 75 -34 -601 

CROATIA Hard N/A  210  72%  65  -14 67 -16 -21 N/A 

CZECH 
REPUBLIC 

Hard -90%  1,269  44%  66  -18 70 -22 -97 
N/A 

Lignite -7%  7,921  62%  63  -15 77 -29 -802 

DENMARK Hard -48%  2,805  34%  61  -7 65 -11 -48 2030 

FINLAND Hard -23%  1,519  43%  65  -17 71 -23 -141 2029 

FRANCE 
Hard -74%  2,547  30%  70  -10 74 -14 -87 

2022 

Lignite N/A  647  60%  55  -1 66 -12 -41 

GERMANY 
Hard -43%  25,260  47%  56  -5 60 -10 -712 

2038 

Lignite -26%  20,930  85%  53  -4 63 -13 -1256 

GREECE Lignite -23%  5,035  60%  47  -12 55 -20 -596 2028 

HUNGARY Lignite 1%  884  79%  54  4 63 -5 -28 2030 

IRELAND Hard -87%  915  40%  64  -22 67 -25 -80 2025 

ITALY Hard 164%  8,627  43%  60  4 65 -2 -32 2025 

NETHERLANDS Hard -40%  4,837  68%  52  0 54 -2 -49 2029 

POLAND 
Hard -6%  23,819  52%  64  4 66 1 154 

N/A 

Lignite -18%  8,767  78%  53  16 62 7 477 

PORTUGAL Hard -37%  1,978  80%  66  -10 67 -12 -165 2030 

ROMANIA 
Hard -10%  1,285  15%  73  -27 83 -37 -61 

N/A 

Lignite -6%  3,730  56%  58  -16 71 -29 -506 

SLOVAKIA 
Hard -52%  341  40%  74  -23 78 -27 -26 

2023 

Lignite 13%  252  85%  54  -4 63 -13 -23 

SLOVENIA 
Hard N/A  42  63%  66  -14 68 -17 -4 

N/A 

Lignite N/A  1,027  88%  47  4 54 -3 -21 

SPAIN 
Hard -50%  7,917  53%  75  -20 78 -22 -844 

N/A 

Lignite N/A  2,192  50%  59  -4 73 -18 -148 

SWEDEN Hard 31%  141  43%  60  -9 63 -12 -6 2022 

UK Hard -32%  11,836  23%  87  -32 93 -38 -732 2025 

TOTAL OR 
AVERAGE 

N/A -16% 152,040 56% 61 -7 68 -13 -6,575 N/A 

Source: Carbon Tracker analysis. Notes: Phase-out dates are taken from the EU Beyond Coal Campaign.  N/A for 
generation is due to data being unavailable on ENTSOE. Averages are capacity weighted. See Executive Summary for 
other assumptions. 

As detailed in Table 2, based on our modelling, the most exposed utilities are RWE, EPH and PPC 
who could haemorrhage €975mn, €613mn and €596mn respectively in 2019. These potential 
losses are shining a spotlight on the legality of out-of-market and closure payments. The outcome 
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of this legal quagmire may have significant valuation implications for utilities who are lobbying 
governments to ensure these payments.5 RWE, for example, is requesting €1.4bn/GW for some of 
its units, which would equate to €19 bn if extrapolated for the closure of its coal capacity by 20386. 
This request contradicts our modelling, which shows RWE’s German coal units are worthless without 
a dramatic change to the energy complex. Analysis from IEEFA7 and Sandbag8 corroborates this 
conclusion. 

TABLE 2 - OVERVIEW OF COAL GENERATION ECONOMICS OF UTILITIES FOR 2019 

Parent company Capacity 
(MW) 

Average 
capacity 
factor (%) 

SRMC 
(€/MWh) 

SRMC dark 
spread 
(€/MWh) 

LRMC 
(€/MWh) 

LRMC 
dark 
spread 
(€/MWh) 

EBITDA 
(million €) 

Paris-
aligned 
phase -
out date 

RWE  17,973  74% 55 -5 60 -10 -975 2029 

PGE  14,911  67% 58 12 63 7 655 2030 

EPH  10,097  76% 60 -9 71 -21 -613 2029 

UNIPER  9,704  38% 60 -12 65 -16 -399 2030 

ENEL  7,156  44% 60 3 64 -2 -32 2030 

CEZ  6,568  56% 62 -12 73 -23 -535 2030 

EDF  6,262  24% 78 -21 85 -27 -178 2025 

ENDESA  5,518  58% 69 -14 74 -19 -529 2030 

TAURON  5,512  47% 65 7 68 4 74 2028 

PPC  5,035  60% 47 -12 55 -20 -596 2030 

ENEA  6,261  50% 59 1 60 -1 -51 2030 

STEAG  4,450  24% 65 -8 76 -18 -103 2025 

ENBW  4,297  53% 56 -3 60 -8 -67 2030 

VATTENFALL  3,742  63% 54 -3 56 -5 -79 2030 

CE OLTENIA SA  3,570  55% 57 -16 70 -29 -479 2030 

ENGIE  1,911  61% 54 -2 57 -4 -40 2030 

ENBW/EPH  1,866  80% 46 4 51 -2 -28 2025 

ZEPAK  1,789  56% 58 12 70 0 12 2021 

NATURGY  1,765  34% 67 -11 75 -19 -92 2030 

BULGARIAN 
ENERGY 
HOLDING 
(BEH) 

 1,602  80% 55 -15 63 -23 -252 2027 

SSE  1,599  15% 85 -29 93 -37 -78 2020 

ORSTED  1,464  31% 68 -14 73 -19 -21 2020 

DRAX POWER 
PLC 

 1,402  44% 87 -34 90 -37 -199 2025 

FORTUM  1,393  33% 63 -6 70 -13 -40 2029 

EDP  1,296  85% 67 -12 68 -13 -125 2025 

EDP ESPAÑA  1,266  77% 87 -33 88 -34 -279 2023 

SEVERNÍ 
ENERGETICKÁ 
A.S. 

 1,255  67% 57 -9 66 -18 -130 2028 

CE 
HUNEDOARA 
SA 

 1,225  14% 73 -27 83 -37 -53 2021 

VEOLIA  1,141  59% 69 -7 72 -10 -62 2028 

Source: Carbon Tracker analysis. Notes: Does not include multi-ownership units. See our company profiles for Paris-
aligned phase-out schedule and Executive Summary for other assumptions.  

 
5 https://influencemap.org/report/-05d2a2c2513dcf8d9aad93c20ad7914d  
6 Note that our modelled value of EBITDA is not directly comparable to a company’s EBITDA as we do not model 
heading strategies and other cost reduction techniques. This table only covers coal generation assets. 
7 http://ieefa.org/ieefa-germany-rwes-coal-phaseout-compensation-demands-defy-market-prices/  
8 https://sandbag.org.uk/wp-content/uploads/2019/07/2019-Cash-Cow-report-1.3.pdf  
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 Domestic policies, international markets 

Energy policy does not operate in a vacuum and is often at the mercy of an increasingly 
interconnected world. This was observed from 2010 to 2012 when a confluence of factors – 
including the Fukushima nuclear disaster, the US shale gas revolution, Chinese air pollution policy 
and a failed EU ETS – turned generation economics in favour of coal. As the European Commission 
scrambled to reform the EU ETS to prevent the region from becoming a dumping ground for cheap 
coal, international energy markets are surprising policymakers once again. 

European gas prices declined from $8 to below $5/mmbtu in 2019, as a lack of Asian LNG demand 
coincided with a volume ramp up of new LNG projects.9 US gas futures are currently at a three-year 
low, while spot prices over the summer period are the lowest in over two decades.10 A 
preponderance of ultra-low-cost gas that can be shipped rather than burnt coupled with a possible 
economic slowdown due to the so called ‘tariff war’ could turn power generation economics in 
favour of gas for the foreseeable future. As detailed in Figure 3, for the first time in the history of the 
EU ETS, competition from gas is also impacting lignite generation.  

FIGURE 3 - THEORETICAL COAL AND LIGNITE TO GAS SWITCHING IN GERMANY FROM 2011 TO 2019  

Source: Carbon Tracker analysis based on data from the Bloomberg terminal.  

Notes: Assumes 39% plant efficiency for hard coal, 36% for lignite and 49% for gas. The total fuel cost of lignite is 
estimated at €15/t. Front-year TTF gas, API coal and EUA are used. Carbon emission factors are from JRC-EU-TIMES. 

However, coal to gas switching is predicated on spare gas capacity, which is concentrated in 
Germany, Italy, Spain and Netherlands. According to Carbon Countdown, there is enough spare 
gas-fired capacity to achieve up to 120TWh of incremental gas-fired generation. Beyond these 
levels, emissions abatement from the implementation of the market stability reserve will force 
additional reductions from greater energy efficiency, new gas build, or coal to clean switching.  

 
9 https://uk.reuters.com/article/us-global-lng/asian-european-lng-prices-crash-below-5-on-oversupply-
idUKKCN1R21LO  
10 https://uk.reuters.com/article/us-usa-natgas-prices-analysis/u-s-natural-gas-demand-is-at-a-record-and-prices-
keep-dropping-idUKKCN1UY27V  
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The EU is on the cusp of an unsubsidised renewable energy revolution. Assuming competitive and 
non-discriminatory market regulations, renewables originators will cannibalise the difference 
between the wholesale power price (which is set by dispatchable generators) and the cost of new 
investments in wind and solar. This environment will change price shape and volatility as the supply 
stack steepens over time, creating significant scarcity premiums for dispatchable generators.  

To avoid shareholder value destruction from stranded assets, the role of gas in the EU needs to be 
carefully considered by investors. While we still see a role for gas in helping balance EU power 
markets, this requires careful consideration. As the stack steepens, we expect older combined cycle 
gas turbines to be progressively retired from the middle of the stack and replaced by peaking flexible 
technologies, such as open cycle gas turbines, batteries and demand response. Those investors 
backing baseload gas as a “bridge fuel” will likely find themselves standing on a cliff instead.   
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 Realising the coal to clean mega trend: closing coal 
is cheap and can be a win-win 

Due to the economics of hard coal and lignite coupled with the relentless competition from wind 
and solar, we now believe that EU policymakers should actively prepare for no hard coal or lignite 
power generation by 2030. This situation, and the political response to it, will have implications for 
investors. As detailed in Figure 4, if governments remain pro-coal over the long-term, they will be 
forced to choose between destroying shareholder value, depleting fiscal resources or undermining 
economic competitiveness.  

FIGURE 4 - PRO-COAL GOVERNMENT DILEMMA 

 

Source: Carbon Tracker analysis 

The majority of EU governments11 and over 100 global financial institutions12 have coal phase-out 
policies or restrictions. As governments and investors transition from ambition to implementation, 
they are going to have to focus on win-win solutions for the consumer, taxpayer and local 
communities. Without win-win solutions the transition off coal risks becoming delayed and 
disorderly. In this regard, Carbon Tracker offers three analytical solutions: securitisation regulation, 
geospatial artificial intelligence and open source system planning. 

4.1 Securitisation regulation for accelerated closures 

Structuring a deal to accelerate the closure of coal capacity will need to take advantage of 
differences in the cost of capital. For instance, there is currently $14tn invested in government bonds 
with a yield below zero, meaning investors are prepared to lose money to invest in government 

 
11 https://beyond-coal.eu/wp-content/uploads/2019/09/Overview-of-national-coal-phase-out-announcements-
Europe-Beyond-Coal-September-2019.pdf  
12 http://ieefa.org/wp-content/uploads/2019/02/IEEFA-Report_100-and-counting_Coal-Exit_Feb-2019.pdf   
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debt.13 Given the majority of coal operates in markets with cost-plus revenue structures (which 
equates to a guaranteed rate of return), there is a potentially deep pool of capital available to exploit 
the difference between the cost of capital available to governments from the cost of capital available 
to utilities. Even in liberalised markets, government involvement is increasing through out-of-market 
mechanisms, such as capacity markets. 

4.1.1.1 Securitisation through a special purpose vehicle (SPV) 

Below is a hypothetical example of how coal power could be phased out using a SPV that exploits 
the difference in the cost of capital available to governments and utilities. 

§ A utility has 100 MW of coal worth $100,000 with a weighted average cost of capital (WACC) 
of 10% and a regulated rate of return of 15%. This investment has an EBITDA of $105,000.  

§ Create a government backed-SPV to purchase the coal from the utility at a WACC of 5% from 
a bond issuance, which is lower than the utility’s WACC of 10%. The SPV shuts down the coal 
capacity. 

§ Mandate the utility to reinvest the proceeds of the coal sale in renewables and offer a lower 
WACC of 7.5% to offset the return from $100,000 of coal. The utility hires the local workforce 
to build the renewables. 

§ The utility reinvests the $100,000 in renewables at WACC of 7.5% and generates a guaranteed 
rate of return of 15%, which equates to an EBITDA of $107,500.  

§ The SPV buys the coal at a WACC of 5% and loans money for renewables at an interest rate of 
7.5% and thus has an EBITDA of $102,500. This cashflow can be used to help communities and 
workers. 

In this scenario the shareholder gets a greater rate of return, the government backed-SPV is 
financially sustainable and the consumer benefits from low-cost renewable energy. Securitisation 
has been used in 65 utility transactions in the US and involving $51 bn in bonds14 and is one of 
many examples of how governments can use financial engineering to systematically shut down 
legacy coal assets in a manner that is also beneficial to shareholders and consumers. 

  

 
13 https://www.bloomberg.com/news/articles/2019-08-01/sub-zero-debt-pile-hits-record-14-trillion-as-fed-cuts-
rates  
14 https://www.utilitydive.com/news/securitization-fever-renewables-advocates-seize-wall-streets-innovative-
w/555089/  
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4.2 EU in pixels: enabling the just transition with geospatial artificial intelligence 

The potential, cost and value of renewable energy varies spatially and temporally.  

Spatially, wind speed and solar radiation coupled with terrain variability influence the potential of 
wind and solar at a sub-1km scale.15 Surrounding infrastructure also has practical challenges for 
renewables developers for site access. As more wind and solar is added to the system, geographic 
diversity of these resources becomes increasingly important to offset their variability.  

Temporally, solar radiation is often the biggest source of uncertainty for grid operators. To mitigate 
against the risk of unexpected cloud cover grid operators keep highly dispatchable generators idling 
in what is termed “spinning reserve”. Minimising spinning reserves decrease balancing costs and 
carbon emissions.16  

The cost and value of renewable energy could be improved with higher spatial and temporal 
resolution. This analysis would allow policymakers to focus on which coal capacity could be replaced 
locally at a saving to consumers17 and start a politically defensible conversation with local 
communities about the implications of replacing this capacity. 

4.3 Thinking in systems: from cost to value 

As detailed in Powering Down Coal, as of today 35% of global coal capacity could have a higher 
operating cost than new renewables and this may increase to 96% by 2030. This disruptive dynamic 
is problematic for policymakers who tend to focus on the all-in cost for the end consumer. As such, 
we now need to prove unequivocally that coal will become a net-liability to the end consumer, and 
therefore the financial and economic interests of governments throughout the EU. We believe this 
will involve developing robust and defensible systems and portfolio analysis in an open source 
framework.18 Through an open source framework and the use of transparent assumptions, we aim 
to showcase the economic opportunities of renewables and the financial risks of coal and baseload 
gas. In doing so, we hope to help governments and investors minimise the liabilities associated with 
stranded coal assets and ensure that consumers gain access to the cheapest energy possible. 

4.4 Lawyer up: capital markets can and will litigate 

Governments and utilities are increasingly at risk of claims for failing to adapt to the impacts of 
climate change. In 2015, for example, a Dutch court ordered the government to speed up its efforts 
to cut carbon emissions.19 Company management have a fiduciary duty to act in the best interests 
of their shareholders, and therefore could risk litigation for building new coal or keeping unviable 
coal operating. The most recent example is Ostroleka C, a proposed coal plant, which resulted in 
Enea, a Polish utility, being successfully sued by a minority shareholder.20 To date, capital markets 
have chosen to engage21 with or divest22 from coal power. While these efforts are noble and should 
continue, we expect asset owners to litigate to establish legal precedents and influence company 

 
15 https://globalsolaratlas.info/ and https://globalwindatlas.info/  
16 http://jack-kelly.com/blog/2019-07-01-starting-solar-electricity-nowcasting  
17 Energy Innovation, for example, found that 74% of US coal capacity could be replaced at a savings to customers 
within 35 miles of the plant. https://energyinnovation.org/wp-content/uploads/2019/04/Coal-Cost-
Crossover_Energy-Innovation_VCE_FINAL2.pdf  
18 https://pypsa.org/  
19 https://www.ft.com/content/09cc780e-1a84-11e5-a130-2e7db721f996   
20 https://www.carbontracker.org/client-earth-claim-legal-victory-in-enea-shareholder-intervention-over-
uneconomic-ostroleka-c-coal-development/  
21 http://www.climateaction100.org/ 
22 https://gofossilfree.org/divestment/commitments  
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management. Governments who are using listed utilities to promote unviable coal projects should 
take note. 
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 Conclusion 

The economics of coal generation in EU are becoming untenable for operators without significant 
subsidies from the state. Phasing-out coal in a timely, cheap and just way will require considerable 
foresight from governments and investors. The analytical solutions briefly outlined in this report 
prove as a guide to help governments and investors as they navigate the transition away from coal 
in a way that minimises the chances of a disorderly or delayed exit from value destruction or societal 
instability.



 

 

Disclaimer 
Carbon Tracker is a non-profit company set up to produce new thinking on climate risk. The organisation 
is funded by a range of European and American foundations. Carbon Tracker is not an investment adviser, 
and makes no representation regarding the advisability of investing in any particular company or 
investment fund or other vehicle. A decision to invest in any such investment fund or other entity should 
not be made in reliance on any of the statements set forth in this publication. While the organisations have 
obtained information believed to be reliable, they shall not be liable for any claims or losses of any nature 
in connection with information contained in this document, including but not limited to, lost profits or 
punitive or consequential damages. The information used to compile this report has been collected from 
a number of sources in the public domain and from Carbon Tracker licensors. Some of its content may be 
proprietary and belong to Carbon Tracker or its licensors. The information contained in this research report 
does not constitute an offer to sell securities or the solicitation of an offer to buy, or recommendation for 
investment in, any securities within any jurisdiction. The information is not intended as financial advice. 
This research report provides general information only. The information and opinions constitute a 
judgment as at the date indicated and are subject to change without notice. The information may therefore 
not be accurate or current. The information and opinions contained in this report have been compiled or 
arrived at from sources believed to be reliable and in good faith, but no representation or warranty, 
express or implied, is made by Carbon Tracker as to their accuracy, completeness or correctness and 
Carbon Tracker does also not warrant that the information is up-to-date. 
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