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1. Summary

While many banks have taken steps to phase
out finance for thermal coal, metallurgical coal
(or “met coal”, i.e. coal for steelmaking) has
largely been left out of their coal phase-out
plans. Only four major commercial banks have
a policy that restricts finance for met coal.
With recent advancements in fossil-free steel-
making technology, it is possible to phase coal
out of steelmaking by 2040. Given the intensity
of greenhouse gas emissions, negative health
impacts, and ecological destruction inherent
to the met coal industry, it is imperative that
banks restrict finance for met coal as quickly
as possible.

This briefing looks at:

* Role of met coal in steelmaking and
alternatives

* Impacts of the met coal industry on climate,
nature and human health

* Key companies driving expansion of met
coal

* Current bank practice on met coal and
recommendations for banks
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Clairton Coke Works, February 2,2017

Summary of recommendations for
banks:

1.

Immediately exclude direct project
finance for all new met coal facilities,
or the expansion of existing facilities.

. Immediately exclude corporate

finance, including the underwriting/
facilitation of bonds, for steel
companies pursuing coal-based
steelmaking and metallurgical coal
companies developing new assets.

. Provide transition finance to support

steelmakers and coal companies to
phase out coal, with strict deadlines
and KPIs that are in line with a phase-
out in steelmaking 2030 in OECD
countries, and 2050 in non-OECD
countries.

. Increase finance for key enabling

sectors like renewable energy, green
hydrogen for steelmaking, and Direct
Reduced Iron (DRI) production,

while ensuring that these sectors are
rightfully categorised as high risk, and
sufficient environmental and human
rights due diligence is performed.
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https://www.flickr.com/photos/9602574@N02/24124217923/in/album-72157663489690729/

2. Introduction

For the world to limit the global tempera-
ture rise to 1.5°C,it is essential to phase out
fossil fuels as quickly as possible. Coal is the
highest emitter of CO,, making a coal phase-
out crucial. Following the 2015 Paris Agree-
that restrict their lending to the coal industry.
But metallurgical (met) coal, or coal used in
steelmaking, has thus far managed to remain
outside the scope of the coal policies of com-
mercial banks. Research by Reclaim Finance
three have policies that restrict their finan-
cial services to the met coal industry. This

is despite met coal accounting for around a

gas emissions. Until recently, there was a per-
ceived lack of alternatives to the use of coal
to manufacture steel, which is one reason met
coal remained absent from coal phase-out
discussions for so long. However, given recent
advancements in fossil-free steel production,
a coal phase-out in steel production is now

time for banks to include met coal in their
coal phase out plans.

Itis essential that met coal is phased out as
quickly as possible, not only for 1.5°C align-
ment, but also to mitigate the harm done to
communities, and to maintain critical natural
places. This paper will illustrate the climate,
environmental, social, and human rights
issues associated with the met coal indus-

try through case studies of companies with
known ties to commercial banks. This includes
companies that mine met coal, process it into
coke fuel, and burn it in blast furnaces.

As lenders, underwriters, and financial advi-
sors to the met coal industry, banks have a
responsibility to rapidly phase out finance for

states that emissions from the steel indus-
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try must fall 24% to 1.8 Gt CO, by 2030 and
91% to 0.2 Gt CO, by 2050. This can only be
achieved by drastically reducing the use of
coal in steelmaking, but currently the steel

steel projects is coal-based production. This
sends a strong signal to the met coal industry
that there will be continued demand for its
products, when in fact the steel industry needs
to urgently transition away from coal and
towards fossil-free steelmaking.
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https://ieefa.org/resources/200-and-counting-global-financial-institutions-are-exiting-coal
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https://www.iea.org/reports/breakthrough-agenda-report-2023/steel
https://www.iea.org/reports/breakthrough-agenda-report-2023/steel
https://worldsteel.org/wp-content/uploads/Sustainability-Indicators-2022-report.pdf
https://worldsteel.org/wp-content/uploads/Sustainability-Indicators-2022-report.pdf
https://globalenergymonitor.org/wp-content/uploads/2023/07/GEM_SteelPlants2023.pdf
https://en.wikipedia.org/wiki/Blast_furnace#/media/File:Alto_Horno,_Puerto_de_Sagunto,_Espa%C3%B1a,_2015-01-04,_DD_91.JPG

What is metallurgical coal?

Metallurgical (met) coal is any type of coal
that can be used for steelmaking. It is
defined in contrast to thermal coal, which is
used in power generation. In the EU’s Criti-
cal Raw Materials list, met coal is equated
with coking coal, however there are also
non-coking coals used in steel production.

The grades of met coal and their uses in
steel making are:

* Coking coal (hard, medium, and semi-
soft) is heated in high volumes to produce
coke, a primary ingredient in Blast
Furnace - Basic Oxygen Furnace (BF-BOF)
based steel making.

* Pulverised Coal Injection (PClI coal) is
a grade of non-coking bituminous coal
that can be used to generate heat in blast
furnaces, coking ovens, and sintering
plants (l.e the machines that remove
impurities from iron ore before it’s used in
a blast furnace).

* Non-coking coals are used for different
purposes in steel production, ranging
from general heating purposes to special
ironmaking technologies. Non-coking
coals used for steel production can have
very similar characteristics as thermal
coal.
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While certain hard coking coals are exclu-
sively used in steel production, a good part
of the coal used in steel production can also
be sold to thermal coal markets. Following
Russia’s invasion of Ukraine, when the price
coal, coal miners began selling "metallurgi-
cal" coal to coal-fired power plants. As a

its coking coal to European power plants.
Whitehaven Coal took a similar strategy,
were enhanced by switching metallurgical
coal into thermal blends while thermal price
realisations were favourable”. Because of
the ambiguity in grades, banks exposed to
met coal miners could also be unknow-
ingly exposed to thermal coal.
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https://www.spglobal.com/marketintelligence/en/news-insights/latest-news-headlines/met-coal-feeding-power-plants-as-thermal-coal-price-spikes-71650242
https://www.theaustralian.com.au/subscribe/news/1/?sourceCode=TAWEB_WRE170_a_GGL&dest=https%3A%2F%2Fwww.theaustralian.com.au%2Fbusiness%2Fmining-energy%2Fcoronado-global-resources-says-it-will-sell-coking-coal-to-european-power-stations-amid-energy-crisis%2Fnews-story%2F45c7ac0ad01a9436b871a0c36241614f&memtype=anonymous&mode=premium&v21=dynamic-groupa-control-noscore&V21spcbehaviour=append
https://whitehavencoal.com.au/wp-content/uploads/2023/09/Whitehaven_Coal_Annual_Report_2023.pdf
https://www.flickr.com/photos/lockthegatealliance/14437887197/in/album-72157645208837759/

3. Facts and figures on met coal

Coal in steelmaking

The amount of coal used in steelmaking
depends on the production route. Steel is
produced in one of two ways, either through a
blast furnace - basic oxygen furnace route (BF-
BOF), or the electric arc furnace route (EAF).

In the BF-BOF route, coking coal is first con-
verted into coke by being heated to high tem-
peratures in a coking oven. The coke is then
burned alongside iron ore in a blast furnace,
emitting large amounts of CO, in the process.
It is common to use Pulverised Coal Injection
(PCI) coalin a blast furnace to generate extra
heat to support the reduction process. The
molten iron is then moved to the basic oxygen
furnace, where oxygen is blown into the iron to
remove carbon, converting it into liquid steel.
This route uses the most coal, thereby emit-
ting the most CO,, and currently accounts for

of global steelmaking capacity. BF-BOFs
were designed to take advantage of the spe-
cific mechanical properties of coke, meaning it
is from
the BF-BOF production route.

The EAF route doesn’t necessarily use coal as
a primary ingredient. Instead it uses electric
currents to melt down scrap steel, or direct
reduced iron ore (DRI) into liquid steel. DRI
plants serve a similar function to blast fur-
naces, in that they are used for “iron making”
(i.e. reducing iron ore so it can be converted
into steel). While DRI plants can use coal, they
primarily use gas, and thanks to recent tech-
nological breakthroughs, they can also use
hydrogen produced from renewable energy,
making the process entirely fossil-free.

It should be noted that BF-BOFs, EAFs, and
DRI plants are all large energy-intensive fur-
naces (although BF-BOFs are by far the most
energy intensive), meaning that coal or other
fossil fuels might be used as a power source
in any of these production routes. Removing
coal from steelmaking will also require signifi-
cantinvestment in renewable energy sources.
While EAF steelmaking is 5-7 times less
energy intensive than BF-BOF steelmaking,
steel making is still a largely energy-intensive
process.

Redcar Coke Ovens, April 3, 2016
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https://worldsteel.org/steel-topics/statistics/world-steel-in-figures-2023/
https://worldsteel.org/steel-topics/statistics/world-steel-in-figures-2023/
https://www.energypolicy.columbia.edu/publications/low-carbon-production-iron-steel-technology-options-economic-assessment-and-policy/
https://www.flickr.com/photos/11065676@N00/25602084103

Alternatives to met coal
While decades ago there was no alternative
to metallurgical coal, today that’s not true. A
combination of

including increasing material
efficiency, steel recycling, and green hydro-
gen-based iron making can eliminate coal in
steelmaking worldwide by 2040.

* Material efficiency, or decreasing the
amount of steel consumed and thereby
produced, is an of steel
decarbonisation pathways. Using less
steel in cars, updating building codes and
expanding the lifetime of buildings are
a few examples of measures that can be
implemented.

* Steel recycling is already commonplace in
the sector, and while the proportion of scrap
mills will need to grow, there’s a limitation
in scrap availability, meaning it cannot fully
replace primary steelmaking.

* Green hydrogen-based iron making is
when iron ore is processed using hydrogen
created from renewable energy. Rather
than mining and transporting met coal to
large steel mills, iron ore miners should
invest in DRI facilities at the site of their iron
ore mines for the production and export
of green iron. According to a by
IEFFA, Brazil, Africa, the Middle East, and
Australia are major potential hotspots for
green iron manufacture and export, with
major steel makers and mining companies
investigating the production and export of
iron from regions with sufficient iron ore and
renewable energy resources.
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Building a steel industry without coal requires
using renewables to power both the produc-
tion of hydrogen and the remaining energy
consumption of steel mills. However current-
ly, only 7% of global energy financing by
banks goes towards renewables. Scaling up
finance for renewable energy will be essential
to getting coal out of steel, especially in econo-
mies where the steel industry is growing.

new steel mills in Southeast Asia
(especially Indonesia and India) also include
plans to build new captive thermal coal power
plants to meet the energy needs of the mill.
Captive power plants are electricity-generat-
ing facilities owned and operated by industry
for its own energy consumption, and therefore
not connected to the grid. Captive power is a
huge source of coal expansion in Southeast
Asia as manufacturing grows, but for the sake
of human and planetary health, renewable
energy must be scaled up instead to meet the
needs of emerging economies.
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https://www.agora-energiewende.de/en/publications/15-insights-on-the-global-steel-transformation-1/
https://www.agora-energiewende.de/en/publications/15-insights-on-the-global-steel-transformation-1/
https://iea.blob.core.windows.net/assets/52cb5782-b6ed-4757-809f-928fd6c3384d/Material_Efficiency_in_Clean_Energy_Transitions.pdf
https://ieefa.org/resources/australia-faces-growing-green-iron-competition-overseas
https://www.sierraclub.org/press-releases/2023/02/just-7-global-banks-energy-financing-goes-renewables-new-data-shows
https://globalenergymonitor.org/projects/global-steel-plant-tracker/

New met coal capacity under development
faces stranded asset risk
In 2021, the IEA called for no new coal mines
if the world is to reach Net Zero by 2050. This
includes coking coal as well. In its

the IEA states: “No new
coal mines or extensions of existing ones are
needed in the NZE [the Net-Zero Emissions
by 2050 Scenario] as coal demand declines
precipitously. Demand for coking coal falls at
a slightly slower rate than for steam coal, but
existing sources of production are sufficient to
cover demand through to 2050."

Despite this, there is a large pipeline of met
coal mining projects underway. According to
Global Energy Monitor, there are currently
plans for 116 new met coal mines, and 52
mine expansions. If these plans are real-
ised, it would add an additional 400 million
tonnes of coal per annum (Mtpa), equivalent
to . China has
the largest planned capacity at 123.5 Mtpa,
followed by Australia (105.59), Russia (68.8),
South Africa (29.1), and Canada (26.6). These
plans mean mines such as BHP Mitsubishi’s in
Australia would still be

, a century from now.

But the transition to coal-free steelmaking is
well underway, and the long-term outlook for
coal-based steel is increasingly unprofitable.
Between January and August 2023 alone,
steelmakers in Europe received
in subsidies for steel decarbonisation. India’s
Steel Ministry has set up

,and is considering that steel
makers allocate a portion of production to
green steel. Additionally, the Indian govern-
ment has launched a

, and plans to invest heavily in devel-

oping the sector for industrial decarbonisa-
tion. As countries adopt policy tools to support
their net zero commitments and increase their
carbon pricing, met coal mines and blast fur-
naces increasingly face a severe stranded asset
risk. While no estimates of stranded asset
risks for met coal mines have been developed,
Global Energy Monitor estimated that for coal-
based steel production facilities, the global
stranded asset risk could be as high as
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“As countries adopt policy
tools to support their net zero
commitments and increase
their carbon pricing, met coal
mines and blast furnaces
increasingly face a severe

stranded asset risk.”
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https://iea.blob.core.windows.net/assets/deebef5d-0c34-4539-9d0c-10b13d840027/NetZeroby2050-ARoadmapfortheGlobalEnergySector_CORR.pdf
https://iea.blob.core.windows.net/assets/deebef5d-0c34-4539-9d0c-10b13d840027/NetZeroby2050-ARoadmapfortheGlobalEnergySector_CORR.pdf
https://edgar.jrc.ec.europa.eu/report_2023
https://www.bloomberg.com/news/articles/2022-10-06/bhp-seeks-to-extend-australian-coal-mine-for-another-93-years
https://www.bloomberg.com/news/articles/2022-10-06/bhp-seeks-to-extend-australian-coal-mine-for-another-93-years
https://gmk.center/en/infographic/for-8-months-2023-european-governments-have-announced-e8-7-bln-for-decarbonization-of-the-steel-sector/
https://www.thehindu.com/news/national/steel-ministry-approves-13-task-forces-for-green-steel/article66701962.ece
https://www.thehindu.com/news/national/steel-ministry-approves-13-task-forces-for-green-steel/article66701962.ece
https://www.thehindubusinessline.com/economy/proposal-in-the-works-to-mandate-steel-companies-towards-green-steel-making/article67244204.ece
https://www.india.gov.in/spotlight/national-green-hydrogen-mission
https://www.india.gov.in/spotlight/national-green-hydrogen-mission
https://globalenergymonitor.org/wp-content/uploads/2023/07/GEM_SteelPlants2023.pdf
https://globalenergymonitor.org/wp-content/uploads/2023/07/GEM_SteelPlants2023.pdf

4. The impacts of met coal on climate, nature, and communities

The increase in demand for met coal poses
serious risks to the health of communities,
climate stability, and nature.

Impact on community health

Phasing out met coal can help not only plan-
etary health, but human health. The mining,
sintering and coking processes required for
coal-based steelmaking are responsible for
heavy dust, air pollution, and noxious particu-
late matter that can have fatal or life-altering
health impacts on surrounding communi-
ties. In a steel plant, the parts of the mill that
process and burn coal (i.e the blast furnaces,
coke ovens, and sintering plants) are not only

have shown that breathing these emissions
can lead to reduced lung functionality, car-
diovascular disease, cancer, and premature
death.
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This is especially evident when observing the
health benefits that come from the closure

of such met coal facilities. For example, In
January 2016, the Shenango Coke Works

in Pittsburgh, Indiana, USA, owned by DTE
York University-Langone School of Medicine
found that after the coke works closed, there
was a 42% drop in weekly emergency car-
diovascular admissions at the local hospital.
Additionally, there was a 90% drop in sulphur
dioxide levels, and a 65% reduction in arsenic.
The closure of the coking plant had an imme-
diate, significant positive impact on commu-
nity health.
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https://www.globalefficiencyintel.com/air-pollution-from-global-steel-industry
https://www.globalefficiencyintel.com/air-pollution-from-global-steel-industry
https://www.sciencedirect.com/science/article/abs/pii/S0160412013000342?via%3Dihub
https://ehjournal.biomedcentral.com/articles/10.1186/s12940-016-0206-0
https://iopscience.iop.org/article/10.1088/2752-5309/ace4ea
https://www.flickr.com/photos/9602574@N02/18418991743/in/photolist-rcxyv8-v1t9Wr-v1KiSM-uY9L1W-uJ1Vet-u4C9F6-uHTo8d-uY9KKq-uY9LaU-uZYMUu-uY9LHY-v1Kike-uHT4iG-uJ1YE6-u4C9xa-v1KfiT-u4C9CR-uY9LWd-uZYLKW-uHT3Ny-uHTnY5-u4C9GP-u4C5yD-v1tcCP-uHT18y-u4sA27-uY9GXw-uZYHQN-v1KfqX-u4sw2d-uHT1fh-uJ1VyB-uY9Lr5-uHT4qW-u4szKA-v1tdo6-u4C95M-v1Kjgx-uZYHXm-uHTjbf

Impact on climate

According to a recent by SteelWatch,
coal-based steelmaking alone could eat up
23% of the world’s remaining carbon budget
for 2023-2050. Continuing to burn met coal in
steelmaking will mean drastically overshoot-
ing 1.5°C degrees.

There are three primary sources of green-
house gas emissions from met coal: methane
released from mining, CO, released from
burning coke and PCl coals in a blast furnace,
and CO, released from the burning of non-
coking coal in various facilities in a steel mill.
Because of the variety of sources of emissions,
abating met coal emissions with solutions like
carbon capture utilisation and storage (CCUS)
is

Coal mining is responsible for high amounts
of methane emissions, which has

the global warming potential of CO, over a
20 year period. Met coal mining in particular
is more methane-intensive than thermal coal
mining. While methane stays in the atmos-
phere for a shorter amount of time than CO,,
it works much faster to heat up the atmos-
phere. Methane emissions from coal mining
are largely estimated using decades-old
methodologies, as most mining companies do
not measure and/or disclose their methane
emissions. As a result the IEA estimates that
coal mine methane emissions are

! Still bankrolling coal (for steel)

A by climate think tank Ember found
that steelmakers tend to not report on their
scope 3 methane emissions - i.e. the emis-
sions released from met coal mining. If they
were included, it could result in a 29% in-
crease to the steel industry's reported carbon
footprint. The IEA estimates that mining of
coking coal emitted of
methane in 2021, and admits that these emis-
sions are likely underestimated. Converting to
CO, equivalents on a 20 year time frame, this
is greater than the amount of CO, emitted by
Germany or Canada in the same year. While
there are several technologies available to
mitigate methane emissions from coal mining,
these are barely used by mining companies
nor mandated by governments. While the
ultimate goal is phasing out met coal mining
in 2030 for OECD countries, and 2050 in non-
OECD countries, existing met coal mines must
act now to mitigate methane emissions with
available technology.

“Because of the variety of

sources of emissions, abating
met coal emissions with
solutions like carbon capture
utilisation and storage (CCUS)

is not likely to be successful.’
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https://steelwatch.org/wp-content/uploads/2023/06/FINAL-SteelWatch_SunsettingCoalInSteel_June2023-sunday-25th-june.pdf
https://ieefa.org/resources/no-metallurgical-coal-not-critical-material-and-carbon-capture-wont-save-it
https://unece.org/challenge
https://www.bbc.com/news/world-australia-61727940
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https://www.iea.org/data-and-statistics/data-tools/methane-tracker-data-explorer

Impact on nature

From mining to manufacturing, met coal

has the potential to destroy critical nature
and fragile ecosystems. There has not yet
been a systemic global review of the impact
of planned met coal mines on biodiversity.
overlap in the expansion of the mining indus-
try and biodiversity hotspots. Coal mining,
whether underground or open pit, is often
extremely land-intensive, and detrimental to
the health of soil and water surrounding the

with mercury, selenium, and arsenic, leading
to mass death of aquatic life. Proposed new
and expanded met coal mines threaten rivers,
endangered species and ecosystems. Exam-
ples include BHP Mitsubishi’s proposed new
met coal mine Blackwater South in Queens-
land Australia, which will destroy thousands
of hectares of habitat of the koala, a species

Government.
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The most environmentally hazardous materi-
als from coal-based steelmaking are often the
by-products/waste generated in the process
like slag (i.e. the metals and particulate matter
melted out of the steelmaking process). Com-
pared to coal-based steel making, fossil-free
steelmaking generates far fewer by-products.
BF-BOF steelmaking generates an average of
route is only responsible for 200 kg/ton. Slag
often contains toxic matter and dust that can

soil.
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5. Key companies in the met coal industry

thermal coal is falling, demand for met coal

is currently projected to increase globally.
Demand is driven by steel companies who are
continuing to build new coal-based steelmak-
ing capacity, and expanding the lifetimes of
existing coal-based assets. As major lenders
to the steel industry, banks can support steel-
makers' transition to fossil free technologies,
helping decrease demand for met coal.

As the restrictions on financing have made

it increasingly difficult to grow thermal coal
operations, some major miners are looking to
diversify their portfolios and secure met coal
assets. Existing met coal miners are also posi-
tioning themselves to financial institutions as
Thermal coal miners like Glencore or White-
haven Coal are seeking to ‘diversify’ by buying
or building met coal mines to ensure long-
term corporate finance. However, as we have
set out above, met coal is just as detrimental
as thermal coal. There is also an increasing
trend of steel makers securing their own met
coal assets to guarantee a consistent and
cheap supply.

Below we look at three key met coal mining
companies who are expanding their met coal
production despite the IEA’s call for no new
met coal mining. While we focus on met coal
mining companies, it should be
noted that steel producing compa-
nies who are expanding their coal-
based steelmaking capacity are a
key driver of demand for met coal.
These case studies can serve as ex-
amples of the types of bank clients
that require enhanced climate and
human rights due diligence, and
that should not receive additional
finance until they have committed
to end coal expansion and are able
to demonstrate their pathway for a
coal phase out.
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BHP Mitsubishi Alliance (BMA)

BHP Mitsubishi Alliance is Australia’s biggest
met coal miner and the world’s largest ex-
porter of met coal. BHP currently operates

7 metallurgical coal mines in Queensland’s
Bowen Basin that produced 29 million tonnes
of metallurgical coal in FY23.

BHP Mitsubishi plans to mine coal for almost
projects.. Together, these projects could create
over 6 billion tonnes of scope 3 carbon emis-
sions over their lifetimes, equivalent to about

* Peak Downs expansion, proposing to mine
an additional 18 million tonnes of coal every
tonnes of carbon emission.

* Blackwater South, a new metallurgical coal
mine, proposing to mine 10 million tonnes
of coal every year for 90 years, creating
almost 2 billion tonnes of carbon emissions.

* Caval Ridge expansion, proposing to mine
an additional 10 million tonnes of coal every
of carbon emissions.

* Saraji East expansion, proposing to mine
an additional 8 million tonnes of coal every

emissions.
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https://ourworldindata.org/co2-emissions
https://ourworldindata.org/co2-emissions
https://australiainstitute.org.au/initiative/coal-mine-tracker/
https://www.movebeyondcoal.com/coal_approvals_could_lead_to_over_17bn_tonnes_of_carbon
https://australiainstitute.org.au/initiative/coal-mine-tracker/
https://australiainstitute.org.au/initiative/coal-mine-tracker/
https://australiainstitute.org.au/initiative/coal-mine-tracker/
https://australiainstitute.org.au/initiative/coal-mine-tracker/
https://www.iea.org/reports/coal-2022
https://www.spglobal.com/marketintelligence/en/news-insights/latest-news-headlines/metallurgical-coal-miners-aim-to-stand-out-as-investors-focus-on-climate-issues-57007827
https://www.flickr.com/photos/lockthegatealliance/32007872864/in/album-72157678075306502/

BHP Mitsubishi’s proposed mines would have
major impacts on the land and culture of First
Nations peoples, and on water resources. They
would also have major impacts on several
threatened species, including the greater
glider and the , which has recently been
listed as endangered. BHP Mitsubishi’s Black-
water South mine threatens to destroy almost
7000 hectares of koala habitat - more than
any other coal mine in Queensland.

BMA’s existing mines are major polluters of
fugitive methane, and BHP has stated it has
no plans to do anything about methane emis-
sions from open cut mines.

According to the

, BHP Mitsubishi
has received 1.2 billion USS$ from com-
mercial banks since 2016. Its largest and
most recent financiers are Citi, Bank of
America, MUFG, Barclays and Mizuho.
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Teck Resources/Elk Valley Resources
Teck Resources is a zinc, copper, and met coal
mining company headquartered in Vancouver
Canada. In 2022, Teck produced
of met coal, making it the second

largest producer of met coal. In 2023, Teck Re-
sources separated it’s met coal operations into
a new company called Elk Valley Resources,
and is looking to sell off parts of it’s met coal
mining operations as they come under scru-
tiny by the US and Canadian governments for
breaching environmental regulations. While
being vocally committed to sustainability,
Teck is choosing to
its met coal operations. Additionally, Teck
has been planning a major expansion of its

, @ major met coal mine
in South West Canada, which would result in
the extraction of an additional
of coal over the mine's lifetime.

Teck Resources’ met coal operations have his-
torically disregarded human rights, indigenous
sovereignty, and the health of ecosystems.
A 2023 investigation by The Narwhal found
that despite the US$1.2 billion it has spent on
water treatment, selenium levels were

than what’s considered safe for
aquatic life in waterways surrounding Teck’s
coal mines. As a result, the liability for Teck’s
Elk Valley mines is estimated to be US

According to the

, Teck Resources has re-
ceived at least US$ 10.7 billion from com-
mercial banks since 2016. Its largest and
most recent financiers are Canadian Im-
perial Commerce Bank (USS$ 1 billion in
2021), and JPMorgan Chase (USS 1 billion
in2021).
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https://www.theguardian.com/environment/2022/oct/07/bhp-proposal-to-extend-queensland-coalmine-until-2116-delusional-activists-say
https://www.teck.com/media/2022-Annual-Report.pdf
https://www.teck.com/media/2022-Annual-Report.pdf
https://www.coalexit.org/sites/default/files/download_public/Media%20briefing_GCEL_engl_07102021_update.pdf
https://fordingriverextension.teck.com/about-the-fording-river-extension-project-new
https://www.projects.eao.gov.bc.ca/api/public/document/6109b6765f5fad002270449e/download/02_Teck_FRX_Final_DPD_Version2.0.pdf
https://thenarwhal.ca/bc-teck-selenium-water-treatment/
https://thenarwhal.ca/bc-teck-selenium-water-treatment/
https://thenarwhal.ca/bc-teck-selenium-water-treatment/
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https://www.bankingonclimatechaos.org/

Glencore

Glencore is the largest coal exporter in the
world. Despite claiming to be on a transi-
tion path, the company still plans to expand

and metallurgical coal, metals including
copper, nickel and zinc, minerals, crude oil
and oil products, gas and agricultural com-
modities. Currently, it is pursuing an aggres-
sive strategy to take over new metallurgical
coal mines. In early 2023, it made an offer
to acquire Teck Resources’ steelmaking coal
assets, and spin off its own coal operations
into a new coal mining company. A plan its

¥
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According to the company's annual report, its
CO, equivalent emissions in 2021 amount to
tralasian Centre for Corporate Responsibility
published an analysis of Glencore’s methane
emissions, estimating that the company has

11-24% between 2018 and 2021.

Between 2016 and 2022, banks financed
Glencore and its subsidiaries via lending,

of America, and Citi.
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https://www.coalexit.org/sites/default/files/download_public/Media%20briefing_GCEL_engl_07102021_update.pdf
https://www.coalexit.org/sites/default/files/download_public/Media%20briefing_GCEL_engl_07102021_update.pdf
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https://www.ft.com/content/0a8b99d3-15d6-4de1-a5db-665a0eea57c2
https://www.bankingonclimatechaos.org/
https://www.bankingonclimatechaos.org/
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https://www.accr.org.au/news/new-research-%E2%80%98damning%E2%80%99-glencore%E2%80%99s-emissions-baseline-understated-by-at-least-24/

Whitehaven Coal

Whitehaven Coal, established in 1999, is an
Australian coal mining company. It operates
four mines, three open-cut and one under-
ground, in the Gunnedah Coal Basin in north-
west New South Wales, producing thermal
and met coal for export primarily to Japan
and South Korea. The company produces
13.7 million tonnes of coal annually. 84% of
its revenue currently comes from thermal
coal, but it is busy shifting its business model
towards met coal, proposing a major new met

Despite calls from the IEA for no new coal
mines, Whitehaven Coal has announced plans
to spend AUD 2 billion building three new
mines, and expanding existing assets. Itis also
from BMA in Queensland Australia. Market-
Forces found that if built, the three new mines
their lifetimes, which is more than double Aus-
tralia’s annual emissions. They also found that
the amount of coal that Whitehaven is fore-
casting is aligned with a scenario in which the

Whitehaven Coal received US$ 1.5 billion
from banks. Its three largest financiers are
Westpac, NAB and MUFG, none of whom
have policies that would prevent future
lending or bond underwriting to White-
haven Coal in the future.

Protest at the Maules Creek, Monday 31st March 2014
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https://www.afr.com/companies/mining/whitehaven-confirms-interest-in-two-massive-queensland-coal-mines-20230918-p5e5j9
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https://www.marketforces.org.au/campaigns/companies/whitehaven-coal/
https://www.marketforces.org.au/whitehaven-coal-pins-hopes-to-catastrophic-4c-scenario/
https://www.bankingonclimatechaos.org/
https://www.bankingonclimatechaos.org/
https://www.flickr.com/photos/leardstateforest/13522034864/

6. Existing bank policies on met
coal

While policies restricting finance to thermal
coal mining and power have grown increas-
ingly common since the Paris Agreement, only
four large commercial banks are currently
known to have a policy restricting finance for
met coal projects and/or clients. It is impor-
tant that these four banks have recognized the
climate impact of met coal and are taking the
lead in ending financing for it, although the
policies need to be further strengthened for a
1.5°C aligned coal phase out. We examine the
policies below:

“.only four large commercial
banks are currently known
to have a policy restricting
finance for met coal projects

and/or clients.”

HSBC

HSBC updated its coal in December
2022 with an exclusion of project finance
for new met coal mines. They define a
met coal mine as a mine that has “Mines
where 30% or less of either production

or coal reserve is thermal coal”. However,
the policy would not prohibit financing
the expansion of existing met coal mines,
or captive metallurgical coal mines. Ad-
ditionally, the bank will only exclude
projects owned by mining companies, but
not projects owned by steel companies.
HSBC does not have any exclusions at the
corporate level for met coal producers.

n Still bankrolling coal (for steel)

Lloyds Bank
Lloyds announced an update to its coal

in February 2022 that extended it
to include met coal. The bank’s policy in-
cludes a full exclusion of project finance
to all met coal mines, new or existing, and
an exclusion of new customers who derive
revenues from met coal mining. It does
not restrict the provision of new general
purpose finance for existing clients that
are developing new met coal assets.

Nordea Asset Management
Nordea updated its

in February 2023.
The guidelines restrict investment in com-
panies that derive 30% or more of their
revenues from total coal mining, includ-
ing met coal. However when it comes to
Nordea’s lending activities, there is no
mention of met coal.

Macquarie Bank

In 2021, Macquarie bank their
intention to exit both thermal and metal-
lurgical coal by the end of 2024, and to
not take on new coal clients. However,
they a coal client as someone

that derives at least 50% or more of their
revenue from coal production, meaning
mining and metals giants with diversified
portfolios could still be financed by Mac-
quarie. This contradicts the recommen-
dation set out by the Net Zero Banking
Alliance (NZBA), which defines a coal
producer as a company that derives more
than 5% of its revenue from thermal coal.
It has ruled out project finance where the
use of financing is explicitly for the con-
struction or expansion of met coal mines.

While three out of the four banks exclude
project finance for new metallurgical coal
mines, only two restrict general corporate
finance for companies building new mines. No
banks have policies that include their capital
market activities, meaning all four banks could
still underwrite bonds for metallurgical coal
companies expanding production.
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https://www.hsbc.com/-/files/hsbc/our-approach/risk-and-responsibility/pdfs/221214-hsbc-thermal-coal-phase-out-policy.pdf
https://www.lloydsbankinggroup.com/assets/pdfs/who-we-are/responsible-business/downloads/group-codes-and-policies/lbg-external-all-sector-statements-may-23.pdf
https://www.nordea.com/en/doc/nordea-sector-guideline-for-the-the-fossil-fuel-based-industries.pdf
https://www.nordea.com/en/doc/nordea-sector-guideline-for-the-the-fossil-fuel-based-industries.pdf
https://www.ft.com/content/8b8a231a-e6e0-4558-b411-93174c001415
https://www.macquarie.com/assets/macq/impact/esg/policies/net-zero-climate-risk.pdf
https://www.unepfi.org/wordpress/wp-content/uploads/2022/08/Supporting-Notes-for-Guidelines-for-Climate-Target-Setting.pdf

7. Recommendations for banks

While many banks have taken steps to restrict finance for thermal coal, a similar effort must be
taken with met coal, and with greater urgency. Banks must not fall for industry’s claims that met
coal is “the good kind of coal”.

With incomplete policies on metallurgical coal, banks are exposing themselves to financial and
reputational risks, especially as the transition to fossil-free steel accelerates as governments
and steelmakers adopt net zero commitments. The impacts of the met coal industry detailed in
this briefing translate into reputational risks for banks that continue to finance met coal. This is
especially true for banks that have committed to aligning their portfolios with the Paris Agree-
ment, as they risk reducing their credibility on portfolio decarbonisation.

1.

Immediately exclude direct project
finance for all new met coal facilities,
or the expansion of existing facilities,
including:

» Met coal mines

» Coking ovens

» Blast furnaces

» Captive coal-based power plants
» Steel mills that include any of the

above elements

~

. Immediately exclude corporate

finance, including the underwriting/
facilitation of bonds, for the following
types of companies:
» Steelmakers who have not publicly
committed to phasing coal out of

3. Provide transition finance to support

steelmakers and coal companies to
phase out coal, with strict deadlines
and KPIs that are in line with a phase-
out in steelmaking 2030 in OECD
countries, and 2050 in non-OECD
countries.

. Increase finance for key enabling

sectors like renewable energy, green
hydrogen for steelmaking, and Direct
Reduced Iron (DRI) production,

while ensuring that these sectors are
rightfully categorised as high risk, and
sufficient environmental and human
rights due diligence is performed.

their operations by 2030 in OECD
countries, and 2050 in non-OECD
countries.

» Metallurgical coal mining
companies who exceed

(i.e. are

developing new coal mines, or
related infrastructure).
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