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COMMENT Post-COP21:
a mixed picture 
for African coal

The 21st annual meeting (COP21) of the United Nations Framework Convention on 
Climate Change (UNFCCC) resulted in the Paris Agreement, which goes further than 
any previous climate accord in respect of its ambition, writes Alex Blomfield and Nora 
Djeraba of King & Spalding. This is particularly true in respect of the Agreement’s 
recognition of “the specific needs and special circumstances of developing country 
Parties, especially those that are particularly vulnerable to the adverse effects of climate 
change”.

The Paris Agreement sets an 
ambitious target to hold the global 
average temperature to “well below 
2°C above pre-industrial levels” 
and to “pursue efforts to limit the 
temperature increase to 1.5 °C 
above pre-industrial levels”. Further, 
the Agreement has an objective to 

achieve a global peaking of greenhouse gas emissions, 
as soon as possible; after 2050, countries are to have net-
zero emissions, using carbon sinks, such as forests, to 
offset any emissions they produce. 

Africa is not named explicitly in the context of the Paris 
Agreement’s emissions target but it is clear that the 
Agreement has particular significance for the continent, not 
least as the Intergovernmental Panel on Climate Change 
(IPCC) stated in its 2014 report that the risks of climate 
change are unevenly distributed and by 2050, Africa will be 
the most badly affected continent. Given what it is at stake, 
African nations united as a negotiating bloc at COP21 to 
make their demands heard for a strong climate agreement. 
Despite the absence of the words “coal” or “fossil fuel” in 

the text of the Paris Agreement, COP21 underlines the 
direction of travel for African countries away from fossil 
fuels such as coal. However, the overall situation for coal in 
Africa is more nuanced.

RENEWABLE ENERGY – GROWING QUICKLY
The key mechanism to achieving the target in the Paris 
Agreement is the submission by parties to the Paris 
Agreement of nationally determined contributions (NDCs) 
explaining the individually unique plan each country 
intends to follow to reduce its emissions. The Paris 
Agreement’s reference to “enhanced deployment of 
renewable energy” in the context of promoting “universal 
access to sustainable energy in developing countries” 
constitutes the only explicit mention of renewable energy 
in the Agreement. However, it is clear that the Agreement 
will hasten the trend in Africa towards a significant 
increase in the utilisation of renewable energy. Indeed, it 
is not possible without renewable energy to achieve the 
Agreement’s objectives of “global peaking of greenhouse 
gas emissions as soon as possible” and “a balance 
between anthropogenic emissions by sources and 
removals by sinks of greenhouse gases in the second half 
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of this century, on the basis of equity, and in the context of 
sustainable development and efforts to eradicate poverty”. 
Most of the NDCs submitted by African countries identify 
renewable energy as a primary means of mitigation 
against climate change and make specific pledges to 
increase the share of renewable energy in each respective 
country’s energy mix. While not legally enforceable as a 
matter of international law, African countries will be held 
accountable for those commitments and obliged over time 
to increase their levels of ambition in the deployment of 
renewable energy.

HEADWINDS
Without carbon capture and storage, which to date has 
not been deployed affordably at scale, the science is clear 
that coal-fired power generation is incompatible with the 
Paris Agreement’s goals. Indeed, soon after COP21, Bank 
of America released a report forecasting that 50% of coal 
could be left in the ground if countries intend on meeting the 
goals set in Paris. Likely in recognition of this darker reality 
for coal, share prices in publicly-traded coal companies 
decreased dramatically following COP21, against the 
background of already steep falls in 2015. In addition, the 
plunging global coal price has made exports and new coal 
mines less attractive. 

Campaigns for divestment from coal and other fossil fuel 
assets gained a high-profile in the lead up to COP21 
and have continued to attract support since COP21. For 
example, the recently proposed Fossil Fuel Divestment 
Act in New York State would require New York State’s 
pension fund to sell off its stocks in the top 200 largest fossil 
fuel companies by 2020. Efforts to increase disclosure 
obligations for climate risks also continue to gain more 
prominence. This trend was underlined for the coal 
industry by the November 2015 settlement by Peabody, 
(at that time, the world’s largest privately-owned coal 
company), with the New York Attorney General’s office to 
more fully disclose potential risks 
to its business from climate change 
regulations and resulting impacts 
on demand for coal. That these 
trends are not limited to companies 
registered in the US is clear. In 
December 2015, Mark Carney, 
Chairman of the G20’s Financial 
Stability Board announced that it 
would set up a global task force 
to encourage businesses to make 
voluntary disclosures to help 
investors compare the risks that 
they face from climate change. This 
follows on from Carney’s warning 
that fossil fuels risk becoming 
“stranded assets”. 

A relatively large number of countries 
in Africa are currently constructing, 
or have plans to construct in the 
near future, coal-fired power plants, 
including Botswana, Egypt, Kenya, 
Morocco, Mozambique, Namibia, 

Nigeria, Senegal, South Africa, Zambia and Zimbabwe. 
These countries will need to note the new challenging 
environment for coal. Some of such projects plan to rely on 
imported coal and others plan on exploiting indigenous coal 
resources, sometimes for the first time. 

The lower prices for coal globally will make coal-fired 
power generation cheaper for countries dependent 
on imported coal. However, those countries that rely 
on coal exports, such as South Africa, Botswana and 
Mozambique, will suffer from the low prices. In addition, 
the lower global coal price will likely make it more difficult 
to attract the necessary equity and debt finance for 
domestic mining projects to extract coal. For example, 
Anglo Coal announced in February 2016 that it will shut 
down its coal-mining operations in Botswana following a 
strategic decision by its parent company Anglo American 
to divest out of coal and all but three commodities. In 
addition, ACWA Power, which is seeking to build a 
$1bn 300 MW coal-fired power plant to power a mine 
in Mozambique, has stated that getting finance for the 
project is “turning out to be quite a challenge.” In light 
of such difficulties, mining companies in Africa could 
start to look more towards renewable energy rather than 
coal to power their mines, just as mining companies in 
Chile increasingly turn to solar power generated in the 
Atacama Desert.

Difficulties for the financing of coal power generation and 
coal mining projects in African countries also pre-date, 
and arise independently of, COP21. Both development 
finance institutions (such as the World Bank and the 
European Investment Bank) and commercial lenders 
have commenced increasingly restricting or phasing out 
their financing of coal-fired power generation and/or coal 
mining. For example, JP Morgan announced in March 
2016 that it will not lend to new coal projects in OECD 
countries and that outside of those countries, JPMorgan 
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will lend only to those coal-fired power plants that employ 
“ultra-supercritical” technology, i.e. those built to the most 
stringent environmental standards and operate more 
efficiently than conventional coal-fired power generation. 
JPM joins a growing list of banks including Bank of America 
Corp., Citigroup Inc., Morgan Stanley and Wells Fargo & 
Co. that have promised to restrict or phase out their lending 
to coal projects.

In addition, the 34 member countries of the Organisation 
for Economic Co-operation and Development (OECD) 
announced in November 2015 a new policy to restrict 
export credits for coal-fired power generation equipment 
and construction to “ultra-supercritical” coal-fired power 
plants. The Obama administration estimates that 85% 
of coal power plants will be ineligible for financing from 
OECD countries under this new policy. Further financing 
restrictions would apply in four years under the agreement, 
and countries including Japan and South Korea will for 
the first time restrict their funding of coal-fired power 
generation.

Not only debt finance but also equity finance has become 
more difficult for coal recently. Experienced international 
developers such as Engie and AES have announced that 
they will move away from developing new coal-fired power 
generation, leaving the field to less experienced local 
players. In addition, Engie has announced that it plans 
to accelerate divestment of its existing coal-fired power 
generating assets.

STILL SOME FUTURE
Despite the apparent gloom for coal in Africa, it is possible 
to see some future for new coal-fired power generation in 
Africa, partly due to the potential for non-OECD sources 
of funding from countries such as China and India and 
institutions such as the New Development Bank and African 
Development Bank (AfDB). 

The AfDB’s stance in particular is noteworthy. AfDB’s 
2012 energy sector policy provides that the bank will only 
support coal when such financing is determined to have 
a strong development impact and, at the same time, 
environmentally responsible, among other conditions. 
AfDB has not approved any financing for new coal-fired 
power generation since the $2.6bn it committed in 2009 
for the Medupi Power Project in South Africa, but the AfDB 
still considers coal a priority sector in its energy portfolio; 
the only one to do so among the multilateral development 
banks.

AN EVOLVING ENVIRONMENT
The topic of phasing out fossil fuel subsidies will likely 
return to the COP agenda before too long. Fossil fuel 
subsidies inhibit the required transition to a low-carbon 
future, and constitute a heavy burden on the budgets of 
a number of countries in Africa. In any event, the Paris 
Agreement comes at a time of increased prominence for 
the movement to divest from and restrict debt finance for 
fossil fuels. In addition, mainstream lenders are likely to 
be increasingly concerned over the reputational impacts 
they may face when lending to prominent greenhouse gas 

emitters. Energy and mining companies doing business in 
Africa need to be mindful of these trends.

Government responses to climate change will inevitably 
shift the regulatory and technological landscape for 
all parties involved in Africa’s energy sector. Energy 
companies are set to survey any legislative changes and 
adapt their internal policies. The Paris Agreement does not 
create direct restrictions on the extraction and use of fossil 
fuels and leaves it to the national legislators to decide how 
to achieve its fundamental goals.

The manner in which African countries will implement 
the Paris Agreement in their respective legislation is 
unpredictable. Energy and mining companies have to 
assess any potential impacts, which may be indicated by 
the NDCs of the countries where they are implemented. 
In addition, companies need to take relevant measures to 
anticipate and adapt their projects to possible changes in 
the relevant legal regimes.

Overall, a prudent response to the Paris Agreement and 
other challenges facing the coal industry globally would 
involve re-evaluating the feasibility of all mining and coal-
fired power generation projects in Africa. That does not 
mean that coal has no future in Africa but it does mean that 
some projects will likely be cancelled or delayed.
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