At least 46 coal-fired generating units at 25 electricity plants in 16 states will likely close,
convert to natural gas, or be intentionally curtailed in 2017 and 2018 as the U.S. electricity
sector moves increasingly away from coal and toward other sources of power.
These changes will have an adverse impact on the coal-mining industry—and on certain
mines and companies in particular—eliminating about 28.2 million tons of annual demand by
the end of 2018, an amount of coal worth nearly $1.1 billion, delivered, at 2016 prices.
This research brief presents plant-by-plant likelihoods and the corresponding effects on the
companies and mines that supply those plants, which are in Colorado, Florida, Kentucky,
Illinois, Massachusetts, Minnesota, Nevada, New Jersey, New Mexico, North Dakota, Ohio,
Tennessee, Texas, Virginia, West Virginia and Wisconsin.
Producers in two major mining regions will be especially hard hit: those in the Powder River
Basin of Wyoming and Montana and those in the Illinois Basin.
Coal-mining operations in the Four Corners region of the Southwest U.S. will also feel sharp
effects from plant closings. Those with operations in Appalachia and the Uinta Basin of Utah,
two regions already reeling from loss of demand, will be affected as well.
The two U.S. coal producers that stand to be the most affected by the plant closings are the
two biggest: Peabody Energy and Cloud Peak Energy. Other affected companies include
Westmoreland Coal, Alliance Resource Partners and Foresight Energy.

The U.S. electricity-generation sector continues to change rapidly as power producers
continue to shift from coal to cheaper natural gas and renewables.
This research brief details the likely elimination through 2018 of coal-fired generation units with
a combined net summer capacity in 2016 of 16 gigawatts or about 5.7 percent of the total
coal-fired U.S. electricity generation capacity of 280 gigawatts in 2015. (Summer capacity is
commonly used because it reflects output potential when demand is highest).
As coal generation is scaled back or eliminated at these 25 plants (which have a total of 46
separate coal-fired units slated to either close, convert to natural gas, or be purposely
curtailed) specific coal-producing regions will feel varying impacts.
While generation at some coal-fired plants around the U.S. has increased during the first
quarter of 2017, there is little reason to believe that this represents a long-term trend or
anything resembling a recovery for coal.
Indeed, the transformative shift in electricity generation across the U.S. is likely to continue as
intense cost competition from renewables and natural gas continues a trend toward more
coal-fired plant closures and has even led to some nuclear plant retirements over the past
few years.
To assess the specific impact of the closures expected by the end of 2018 in this rapidly
changing marketplace, IEEFA has identified coal-fired units whose owners have announced
retirement or conversion dates. From there, we used the amount of power generated at
these units and each plant’s overall generation to calculate the unit’s share of coal used in
2016. That calculation shows the amount of coal demand likely to be lost at 28.2 million tons;
that two-thirds of it came from the Powder River and Illinois Basins, and at 2016 contract
prices, was worth at least $1.1 billion, including the cost of delivery.
Our analysis is conservative in that it considers only those plants and units seem either certain
or all but certain to close by the end of 2018.
We do not include some possible—perhaps probable—closures of plants like the Navajo
Generating Station in Arizona. Nor have we included some plants in Texas, Ohio and Florida
that have been shown to be uneconomical to run and highly likely to be retired in the near
future but have not been formally designated for retirement.

A total of 24 coal-fired units at 14 plants are set to be retired in 2017, and 22 more units at 11
plants in 2018 (for a total over 2017-18 of 46 units at 25 plants).
Here is a breakdown:

Nearly 46 percent of the coal no longer required at these units, or 10.6 million tons, came
from the Powder River Basin, and further 23.6 percent came from the Illinois Basin, making
these the two hardest-hit regions.
Imports from Colombia could also be seriously affected; nearly 9 percent, or 2.5 million tons,
burned in 2016 at the Brayton Point, Massachusetts, and St. Johns River, Florida, plants came
from Colombia.
Using 2016 coal delivery contract information from the database developed by SNL (part of
S&P Global Market Intelligence), we were able to track about 28.1 million tons at risk from the
likely closure of plants in 2017 and 2018. This figure is based on total plant deliveries and
adjusted to reflect only the share of actual generation by the units to be closed. This adjusted
total includes 8.8 million tons of 2016 deliveries to plants that are expected to close in 2017,
and 19.3 million tons of 2016 deliveries to plants expected to close in 2018.
As highlighted above, coal from the Powder River and Illinois basins delivered to plants that
will be closing units made up nearly 70 percent of what was purchased in 2016. While some
plants may have flexibility in which mine they purchase from, significant regional shifts in coal
sourcing are unlikely, both because of economic reasons such as shipping costs and limits on
changing the physical properties of the coal each plant uses. This means that the coal
shipments cited here are likely to represent permanent losses in demand for each mining
region.
By way of example, the coal deliveries produced in the Four Corners area shown as at risk
here actually all comes from the San Juan Mine 1 in New Mexico owned by Westmoreland
Coal and goes to the Public Service Company of New Mexico’s San Juan Plant. The San
Juan plant is the only one that mine serves, and it is unlikely that the two remaining coal-fired
units will make up for the losses: in March, the Public Service Company of New Mexico said it
is considering shutting down those remaining units by 2022.
The chart here shows how the regional effects are dispersed:

By the end of 2018, Peabody Energy is set to lose nearly 4.9 million tons of coal sales to nine
different plants that are closing power units, the most of any company. Cloud Peak Energy,
facing the second-largest impact by volume, is expected to lose 4.1 million tons in 2016 sales
to five plants.
Other companies are confronting large losses in volume from curtailments or closures at a
single plant. Westmoreland Coal sold and estimated 2.6 million tons to the San Juan plant in
2016 for the two units that are closing. Similarly, the closure of Florida Power & Light’s St. Johns
River plant in Florida may affect Glencore, Anglo American and BHP Billiton, which jointly sold
that plant 1.8 million tons from its jointly-owned mine in Colombia.
In the Powder River Basin, where nearly 13 million tons of 2016 demand will be lost by the end
of 2018, competition will likely intensify among the numerous large coal producers that
operate there. Several of them, including Peabody Energy, Cloud Peak Energy and Arch
Coal, will be losing more than a million and a half tons each in 2016 sales.
This chart ranks, left to right, the impact by company:

The Institute for Energy Economics and Financial Analysis (IEEFA) conducts research and analyses
on financial and economic issues related to energy and the environment. The Institute’s mission is
to accelerate the transition to a diverse, sustainable and profitable energy economy and to
reduce dependence on coal and other non-renewable energy resources.
More can be found at www.ieefa.org.
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This report is for information and educational purposes only. The Institute for Energy
Economics and Financial Analysis (“IEEFA”) does not provide tax, legal, investment or
accounting advice. This report is not intended to provide, and should not be relied on for,
tax, legal, investment or accounting advice. Nothing in this report is intended as investment
advice, as an offer or solicitation of an offer to buy or sell, or as a recommendation,
endorsement, or sponsorship of any security, company, or fund. IEEFA is not responsible for
any investment decision made by you. You are responsible for your own investment research
and investment decisions. This report is not meant as a general guide to investing, nor as a
source of any specific investment recommendation. Unless attributed to others, any opinions
expressed are our current opinions only. Certain information presented may have been
provided by third parties. IEEFA believes that such third-party information is reliable, and has
checked public records to verify it wherever possible, but does not guarantee its accuracy,
timeliness or completeness; and it is subject to change without notice.

