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Who We Are

Carbon Tracker is an independent nonprofit financial think tank funded by EU and US
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Financial Viability and Risks of Coal in the EU

Coal is under severe and sustained economic pressure across EU28:

 Falling renewable costs, air pollution regulations, rising carbon prices

Based on Carbon Tracker modelling, 83% of EU coal generators are currently

running at a loss and could lose €7.1bn in 2019

* The most exposed are in Germany and Czech Republic
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Regulatory Inevitability

* 54% of coal is cashflow negative today increasing to 97% by 2030
« Units will be reliant on lobbying to secure capacity market payments.
* The European Commission wants to prohibit such payments by 2026

* The cost of coal will be higher than the LCOE of:

Onshore wind by 2024
Solar PV by 2027

* Battery storage/demand response provide auxiliary services and peak shaving
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Power Prices in the EU

° B Base pricing (2018 €/MWh) B Peak pricing (2018 €/MWh)
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Renewable Costs Beat Coal

I Onshore Wind LCOE Solar PV LCOE I Coal LRMC

100
|
80 a2
- -
= -
= -
2 60
~
¥
-
0
o
(9]
40 (=
/'\!'—'\:3.'
/I\
20
2020 2025 2030 2035 2040

Source: Carbon Tracker Initiative

@lrbon Tracker IEYARVAL



How Will Stranded Asset Risk Materialise?

EU28 governments
ignore prevailing
power generation

economics

=
I,

Stranded coal
asset liability is

created by
governments

Cost

— pass-through?

Utility is bailed out
or subsidised by the
government

Utility wastes capital
and losses revenue

Undermine
consumer and
economic
competitiveness

Increase
public debt or
taxes

Shareholder
value is destroyed
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Objective of Company Profiles

Profiles aim to identify and track:

1. Paris alignment
i. A coal unit retirement schedule consistent with a credible climate scenario
ii. A date assigned to each coal unit

2. Energy transition risk
i.  Project economics (percentage of coal units that are loss making)

ii. Relative economics (percentage of coal units that have a higher long-run cost than the
levelised cost of either onshore wind or solar PV)

= Coal generation: 95% operating capacity and 90% capacity under construction
= Updated annually and based on asset-level data & analytics

= Available for free: hittps://companyprofiles.carbontracker.ora/
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Methodology

Long-run marginal cost of each coal unit
Gross profitability of each coal unit

The year when the coal unit will need to be phased

out under the Paris agreement (B2DS scenario)

The stranded asset risk associated with each coal

unit
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Relative competitiveness: The year when new
wind and new solar will be cheaper than new coal

units on average

The year when new renewables will be cheaper

than operating coal on average

Breakdown of costs and risks by province and by

company

Coal type requirements over time (bituminous,

anthracite, lignite / domestic vs imported)
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Long-run marginal cost breakdown by country
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Conclusion

Over half (54%) of EU28 coal plants are cashflow negative today, increasing
to nearly all (97%) coal plants by 2030

By 2024, it will be cheaper to build new renewables than to continue to
operate existing coal plants

Since all coal plants are loss-making out to 2030, the EU could avoid €22bn
in losses by phasing out coal consistent with the Paris Agreement
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Thanks for listening

For more information please visit:
www.carbontracker.org
@CarbonBubble

If you are interested in knowing more,
please get in touch:

ssundaresan@carbontracker.org
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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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