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Last year, coal burn at UK power stations increased to 53m tonnes, the highest level since 1996, as gas prices rose.  Coal-fired power stations produced 35% of the country’s electricity, marginally exceeding the contribution from gas.

The Government’s aspiration is to produce 20% of the country’s electricity from renewable sources by 2020, up from about 3% today. At best this will merely fill the gap created by growth in demand.  Moreover, the great majority of renewable generation will be from wind power which is intermittent needing support by flexible generation from fossil fuels.

The nuclear industry at present produces about 20% of Britain’s electricity. The Government wishes to keep the nuclear option open and has recently indicated that nuclear electricity may be an essential component of the strategy to reduce carbon emissions by 60% by 2050.  However, even a major programme of new nuclear build will do no more than replace the existing ageing nuclear stations.  Nuclear stations also cannot react flexibly to changes in demand.  This leaves at least 60% of future electricity supply which will have to be generated from coal or gas and virtually 100% of the requirement for flexibility.
Britain’s gas reserves are beginning to run out.  The UK will become a net importer imminently and by 2020 up to 80% of the country’s gas will have to be imported, particularly from Russia and the Middle East.  Over-reliance on gas will therefore pose serious security of supply risks with the UK being at the end of a long supply chain.  Coal reserves on the other hand are remarkably evenly distributed around the world, dramatically reducing security of supply risks.

The downside of coal is its environmental impact but state of the art technology applied to coal-fired power stations now being build throughout the world, practically eliminates SO2, NOx and particulates emissions and reduces carbon dioxide emissions through higher efficiency.  But such stations are not being built in the UK.  There is a real need for Government to find mechanisms to incentivise the construction of advanced clean coal technology.

In the longer run, carbon dioxide emissions can be reduced to near zero levels by capturing and storing it in secure geological formations or pumping it into oil and gas reservoirs to enhance recovery.  The resultant product, hydrogen, can be used either to generate electricity or as the low carbon motor fuel of the future.  This is not a pipe dream; it is the approach chosen by both the United States and Australia.  
The UK will therefore be reliant on fossil fuels for 60% or more of its electricity generation for many decades to come and only carbon capture and storage can possibly achieve the 60% reduction in carbon emissions by 2050.  

Where does the UK coal industry fit?  Last year, the UK produced 28m tonnes and imported 32m tonnes.  The UK’s national plan under the European Union’s Emissions Trading Scheme (EUETS) provides carbon allowances for the burning of 37m tonnes of coal a year.  The UK therefore produces well over half the future coal use for electricity generation.

International coal prices have risen sharply. Coal can be produced profitably in the UK whilst still undercutting imports.  It provides a very important hedge against high international coal and gas prices. 
The Government’s Investment Aid Scheme provides modest support to access new reserves at deep mines and each of the country’s ongoing deep mines has a viable investment plan for the future.

Unfortunately, Government planning guidance incorporates a “presumption against” applications for coal mining developments which is now seriously curtailing output from surface mines.  This is tragic when such output could be produced at prices well below imports whilst generating both employment and tax revenues.
To summarise, coal is going to be needed to generate electricity for decades to come.  Without it, there is a serious risk that the lights will go out.  The environmental issues can be addressed but there is a need to find a mechanism to incentivise clean coal technology.  Carbon capture and storage offers a low carbon future for coal.

Present import prices mean that UK coal producers can profitably sell all their output, and more.  The Investment Aid Scheme is helping deep mines to maximise output but planning guidance is reducing output at surface mines, costing the country jobs and tax revenues.

For UK producers, the economics are brighter than for many years but incentives for clean coal technology and the removal of planning constraints are required if they are to take full advantage to the benefit of the country as a whole.
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