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A favorable power supply mix with less dependence on coal could enhance a utility’s credit by limiting a utility’s
exposure to shifting federal regulations and state greenhouse gas regulations. Therefore, utilities with a greater mix
of natural gas and renewable energy will likely be able to provide reliable power to customers regardless of shifting
environmental policy. The figure below compares the current generation capacity for utilities in the United States
against capacity planned to go online over the next decade including investor owned utilities, independent utilities,
and public power providers.

In 2006, coal represented over half of all power generated by electric
utilities.1 By 2016, it had declined to just over a third of power produced.
Despite volatile federal policy, our internal analysis of financial filings
and local news reports showed state regulations and economic factors

Natural gas and renewable energy will be the primary sources of new generation. A key advantage of natural gas is its 
ability to burn at a higher or lower rate depending on demand. As a result, it can complement renewable energy 
sources whose production levels vary depending on weather patterns. 

This figure also shows a clear shift away from coal power. This coincides with coal representing 40% of all capacity 
taken offline since 2002. In the public power sector, Jacksonville Electric Authority (FL), Salt River Project (AZ), San 
Antonio (TX), and Springfield (MO) account for eight of the sixty-two coal generators slated to close in the next 
decade.

Coal War Over?
Economics and state regulations have yet to declare a cease fire

Shifting Away From Coal May Enhance Electric Utilities Credit Profiles

CURRENT GENERATION CAPACITY, IN MW PLANNED GENERATION CAPACITY, IN MW

Energy Information Administration, as of 9/26/17
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will continue to be the key reason coal is replaced by alternate energy sources. Reducing utilities exposure to
coal will remain a critical challenge for power providers that issue municipal debt. Evaluating the success of
management in meeting this challenge will remain a key credit consideration.
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REASONS FOR PLANT CLOSURES, BY QUANTITY These utilities have $16 billion in tax-exempt debt
outstanding, compared to 760 public power
utilities nationwide that have a combined $146
billion in tax exempt debt outstanding. The figure
to the left shows the primary reasons these
generators are closing according to financial filings
and local news reports.

Federal Emission Policies Push Utilities Away 
From Coal

significantly reduce carbon emissions by 2030. On October 10 2017, EPA Administrator, Scott Pruitt, formally
proposed rescinding this Obama era regulation after declaring the “war against coal is over” a day prior. Pruitt sent a
clear message to power providers that the Federal government would take a more relaxed stance on greenhouse gas
emissions, than the previous administration. Our review of financial filings and local news reports however, only
showed thirteen generators listing federal regulations as the primary reason for closing. Therefore, nullifying the clean
power plan likely will not affect a majority of utilities transitioning from coal to natural gas and renewable energy
sources.

President Trump announced on June 1, 2017 that
the United States will withdraw from the Paris
Climate Agreement. A key component of the
United States’ participation in the agreement,
hinged on Section 111d of the Clean Air Act (CAA)2,
the Clean Power Plan (CPP), which would have
required mainly coal-fired power plants to

PERCENTAGE OF COAL ENERGY GENERATION, BY STATEState Greenhouse Gas Reduction Targets Force 
Utilities To Transition To Cleaner Energy
The map to the right highlights seventeen
states with greenhouse gas reduction targets,
along with coal consumption by state. While
coal consumption is affected by several factors
including a states’ proximity to coal producing
regions, the map shows that states targeting
greenhouse gas emissions generally consume
less coal, since coal releases up to eighty
percent more CO2, a greenhouse gas, than
natural gas. California, for example, will not
allow publically owned utilities to renew
contracts with coal power plants after current
agreements expire. The state also mandates
that by 2030, 50% of retail electric sales be
sourced from renewable energy.3 As a result,
the Intermountain Power Agency (IPA)
.
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Converting to Natural Gas Makes Economic Sense For Most Electric Utilities At Current Prices

announced in May that it would convert its existing Utah plant from being entirely coal fueled to being entirely natural
gas fueled. Six California cities, the largest being Los Angeles, provide between 12% and 36% of power to over five
million people with coal power purchased from the IPA. Clearly this is a huge shift for a major power provider, which
demonstrates the ability of states to regulate a utility’s power mix.

Coal requires an extensive amount of manual labor to mine, while fracking technology has enabled companies to
produce an abundance of natural gas with less manual labor. Natural gas has also been supported by over $85 billion
in pipeline infrastructure over the past ten years, which increased its consumption in the electric utility sector 62%
between 2006 and 2015.4 As a result, natural gas prices have fallen, and could drop further since the executive order
on energy independence will likely promote additional fracking and pipeline infrastructure.

The figure to the right illustrates how power will be
replaced at the sixty-two coal-fired power plants
slated to close according to our research. Many
utilities generate enough power without coal and
do not need additional capabilities as shown by the
“other sources” bar. However, a majority of plants
will require additional capacity provided by natural
gas or renewable energy sources. An innovative
solution employed by several utilities, is
transfiguring existing plants to create energy using
natural gas instead of coal. A utility only needs to
make the necessary modifications to burn natural
gas in boilers instead of coal, in order to create
energy. One of the key challenges in implementing
this change is linking existing natural gas lines. A
coal plant that is located close to existing lines will
be a likely candidate for conversion, and as the
infrastructure around natural gas continues to be
built out, coal plants will face fewer impediments
in making the switch.

Natural Gas Is The Leading Replacement Source 
Of Energy For Coal Plants Set To Close

HOW PLANTS ARE BEING REPLACED, BY QUANTITY

In closing, shifting from coal to natural gas and renewable energy will likely improve a utility’s credit profile, and we
expect utilities to continue making the switch. Despite recent efforts from the White House to reinvigorate the coal
industry, capital improvement plans will continue to favor cleaner energy.
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