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Every year more than 50 million tonnes of coal flow into the Netherlands,
destined either for combustion in coal-fired power plants in this country or
for re-export to other European countries for electricity generation there.
The capacity to generate electricity from coal in the Netherlands will more
than double if the four new coal-fired power plants currently being planned
in the Netherlands go forward as envisioned. Much of that coal comes from
countries like Colombia, Russia, and South Africa, where sub-standard social
and environmental conditions often prevail. A lack of transparency about the
origin of coal used in the Netherlands has allowed the electricity companies
responsible for importing irresponsibly mined coal to avoid public and
political pressure for improving conditions in their supply chain. Increasing
transparency in the coal supply chain is an important first step toward
improving the sub-standard conditions at coal mines around the world.

This report details the functioning of the coal supply chain and provides a
thorough overview of all publicly available information on the origin of coal
used in Dutch power plants. The report identifies critical gaps in public
knowledge resulting from the lack of transparency provided by electricity
companies operating in the Netherlands and analyses whether the degree
of transparency provided by electricity companies is in line with international
standards.
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Executive summary

Every year more than 50 million tonnes of coal flow into the Netherlands, destined either for
combustion in coal-fired power plants in this country or for re-export to other European countries for
electricity generation there. The capacity to generate electricity from coal in the Netherlands will more
than double if the four new coal-fired power plants currently being planned by E.ON, GDF
Suez/Electrabel, RWE/Essent, and C.GEN go forward as envisioned. Much of that coal comes from
(and is likely to continue to come from) countries like Colombia, Russia, and South Africa.

The research detailed in this report takes place in the context of recent revelations about human rights
abuses and other sub-standard social and environmental conditions at coal mines in Colombia and
South Africa. A lack of transparency about the origin of coal used in the Netherlands has allowed the
electricity companies responsible for importing irresponsibly mined coal to avoid public and political
pressure for improving conditions in their supply chain. Increasing transparency in the coal supply
chain is thus an important first step toward improving the sub-standard conditions at coal mines
around the world.

This research report’s primary objective is to improve the transparency of the coal supply chain. In so
doing, the report aims to increase the public and political pressure on electricity companies that import
coal mined under sub-standard social and environmental conditions to take responsibility for improving
those conditions. Based largely on the results of a questionnaire sent to six electricity companies
operating in the Netherlands (E.ON, Vattenfall/Nuon, GDF Suez/Electrabel, RWE/Essent, DONG
Energy, and EPZ), interviews with key officials and experts, and a request through the Dutch Freedom
of Information Act (WOB), the report details the functioning of the coal supply chain and provides a
thorough overview of all publicly available information on the origin of coal used in Dutch power plants.
The report identifies critical gaps in public knowledge resulting from the lack of transparency provided
by electricity companies operating in the Netherlands. The report also analyses whether the degree of
transparency provided by electricity companies is in line with international standards, examines the
differences in the degree of transparency provided by various companies, and investigates whether
the reasons that electricity companies give for not providing more transparency are legitimate.

The global supply chain for thermal coal is complex, often involving physical and financial trading of
coal by third parties, but it is not as complex or as long as supply chains in other industries, such as
the consumer electronics and garments industries. Broadly speaking, four different categories of
players involved in the international thermal coal trade can be distinguished by their core business:
mining companies, logistics companies, traders, and electric utilities. The Netherlands, particularly the
Dutch ports of Rotterdam and Amsterdam, is an important coal import hub that plays a key role in
supplying the rest of north-western Europe with coal.

The five largest countries of origin of coal that entered the Netherlands in 2011 were Colombia (42%),
the United States (16%), Australia (10%), South Africa (8%) and Russia (7%). Although Indonesian
coal represented a significant share just a few years ago, no Indonesian coal reached Dutch ports in
2010 or 2011. The importance of South African coal for the Netherlands has also seen a sharp decline
in recent years.

A lack of transparency on the part of the electricity companies makes it impossible to fully determine
the origin of coal used in the Netherlands to a greater degree of specificity than the country level.
Nevertheless, based partly on results of a request through the Dutch Freedom of Information Act
(WOB), SOMO was also able to identify some of the specific mines that supply coal to the
Netherlands. For example, at least 3.2 million tonnes of coal from the Cerrejon mine in Colombia
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arrived at the Port of Amsterdam in 2010. This represents approximately 24% of all the coal that
arrived at the Port of Amsterdam in 2010. SOMO also discovered that coal from the Drummond mine
in Colombia was used in the Netherlands in 2009-2011, imported almost exclusively through the Port
of Rotterdam.

Despite the creation of a Dutch Coal Dialogue — a multi-stakeholder among multinational electricity
and mining companies, Dutch civil society organisations, and Dutch government representatives — and
pledges by the companies to “improve transparency in the coal supply chain” in the summer of 2010,
power companies operating in the Netherlands continue to provide only a limited degree of
transparency about the origin of the coal they consume. As a result, relying solely on the information
provided by the electricity companies, it is still largely impossible to know where the coal used by
power companies operating in the Netherlands comes from and whether coal-based electricity
consumption in the Netherlands is connected to poor human rights or environmental conditions at
specific coal mines in supplier countries like Colombia, South Africa and Russia.

Despite some differences among the various electricity companies regarding the degree of
transparency they provide on the origin of coal, the overall low level of supply chain transparency
provided by the electricity companies suggests that these companies are out of line with the leading
international standards on supply chain transparency and responsibility. For example, the OECD
Guidelines for Multinational Enterprises encourage companies to publicly disclose, rather than
withhold, information about their relationships with suppliers and potential adverse impacts caused by
those suppliers. In refusing to be transparent about the names of the mines and mining companies
that provide them with coal, the electricity companies are not fully following the recommendations
provided by these standards.

Electricity companies insist that information about the coal mines and mining companies from which
they source their coal is “confidential” or “sensitive” for competition reasons, preventing them from
providing more transparency. However, an analysis of EU competition law reveals that the law cannot
be interpreted as preventing electricity companies from being transparent about the coal mines and
mining companies from which they source their coal. Electricity companies’ insistence that so-called
‘non-disclosure clauses’ be inserted into contracts with suppliers appears to be largely designed to
shield the electricity companies from the public and political fall-out that may arise should any human
rights or environmental atrocities occur at mines from which they source their coal.

The report thus concludes that electricity companies operating in the Netherlands must do more to
increase transparency in their supply chain if they are to be in line with international standards and
demands by Dutch politicians and civil society organisations. Providing transparency about the origin
of coal is the first step toward genuinely addressing human rights and environmental problems at coal
mines. The report recommends that, in line with international standards, electricity companies publicly
disclose information about their suppliers and the mines from which they source their raw materials.
The report also recommends that the Dutch government and the European Commission draft and
implement legislation that requires companies to do so.



The Black Box

1. Introduction

1.1. Context

Every year more than 50 million tonnes (Mt) of coal® flow into the Netherlands, destined either for
combustion in coal-fired power plants in this country or for re-export to other European countries such
as Germany and France.” The quantity of coal used to generate electricity in the Netherlands each
year will more than double if the four new coal-fired power plants currently being planned by E.ON,
GDF Suez/Electrabel, RWE/Essent, and C.GEN go forward as envisioned.® Much of that coal comes
from (and is likely to continue to come from) developing countries like Colombia and South Africa.*

Civil society organisations have long warned that social and environmental conditions at coal mines in
these countries often fail to meet international standards for the protection of workers, communities
and the environment.® In recent years, numerous reports documenting atrocities at coal mines in
developing countries have made it clear that the problems have not been addressed and that that
environmental pollution and human right violations in the coal supply chain are still taking place.6

The issue exploded onto the Dutch political agenda in the summer of 2010 after atrocities related to
coal mining in Columbia and South Africa were portrayed and linked to the Netherlands in a
documentary by the television programme Netwerk.” The political fallout of the revelations in the
documentary was significant. In July of 2010, Dutch parliamentarians posed questions to the Dutch
government about what the government was doing about electricity companies “that import
irresponsibly-mined coal”.? On 18 November 2010 a hearing was held in the Dutch Parliament on the
topic of ‘Blood Coal’ in developing countries and the link with electricity generation in the Netherlands.
Politicians and civil society groups demanded that the electricity companies responsible for importing
the ‘blood coal’ into the Netherlands be held responsible. There was only one problem — the electricity

The term ‘coal’ as used here refers to ‘thermal coal’ — hard, bituminous coal, which is the primary type of coal used for
steam-based electric power generation. Thermal coal is often also referred to as ‘steam coal’, and is distinguished from
coking coal, lignite and sub-bituminous coal. See section 2 for details.

Energie-Nederland, Internal presentation to the Dutch Coal Dialogue, Den Haag, November 2011.

Vattenfall/Nuon also has plans to build a new coal-fired power plant in the Netherlands, but these plans are currently on hold.
See T. Steinweg, K. Racz, A. ten Kate, Sustainability in the Power Sector 2010, November 2010,
<http://somo.nl/publications-en/Publication_3598/view> (13 January 2012).

Port of Amsterdam, figures per country of origin, 2009 and 2010, information received through FOI/WOB request, 28 April
2011. Port of Rotterdam, “Goods Grouped by Origin and Destination”, 2009 and 2010,
<http://www.portofrotterdam.com/de/Hafen/Hafen%20Statistiken/Documents/goods_grouped_by_commodity 2010.pdf> (17
November 2011).

See, for example, Greenpeace, De wereld achter kolenstroom (Amsterdam, 2008),
<http://www.greenpeace.nl/Global/nederland/report/2010/5/de-wereld-achter-kolenstroom.pdf> (14 January 2012) and
Greenpeace, The True Cost of Coal (Amsterdam, 2008),
<http://www.greenpeace.org/international/Global/international/planet-2/report/2008/11/cost-of-coal.pdf> (14 January 2012).
See, for example, P. Smolders, “Brandbaar spul uit Colombia”, Vrij Nederland, 15 March 2011,
<http://www.vn.nl/Archief/Politiek/Artikel-Politiek/Brandbaar-spul-uit-Colombia.htm> (14 January 2012) and Both ENDS, A
Burning Issue (Amsterdam, March 2011),
<http://www.bothends.org/uploaded_files/Both_ENDS_Briefing_Paper_A_Burning_Issue.pdf> (14 January 2012).

Netwerk, “Factsheet steenkool” (document accompanying Netwerk report “Energiebedrijven medeplichtig aan moord”,
<http://www.netwerk.tv/data/files/factsheet%20steenkoolwinning.pdf> (22 November 2011). Netwerk claims that a “high
level” E.ON manager made this admission to them but wanted his identity to be kept confidential. When SOMO asked E.ON
to verify the assertion, the company would neither confirm nor deny its accuracy.

Tweede Kamer der Staaten Generaal, Handelingen, 16 July 2010,
<https://zoek.officielebekendmakingen.nl/handelingen/TK/2009-2010/92/h-tk-20092010-92-
75947?resultindex=1&sorttype=1&sortorder=4> (18 January 2012).
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companies would not identify the coal mines from which they source their coal, so it was impossible to
know who was responsible for importing the irresponsibly-mined coal. The lack of transparency in the
coal supply chain thus allowed the power companies to avoid having a direct link made between the
coal that they use and the sub-standard social and environmental — and avoid having to take
responsibility for improving those conditions.

Increasing transparency in the coal supply chain is thus an important first step toward improving poor
social and environmental conditions at coal mines around the world. Indeed, the political pressure
following the airing of the Netwerk documentary resulted in the formation of a ‘Dutch Coal Dialogue’
(DCD) between multinational electricity and mining companies, Dutch civil society organisations, and
Dutch government representatives, which has as its primary aims to increase transparency in the coal
supply chain.® The electricity companies taking part in the DCD pledged to provide more information
about the origin of their coal, and upon being named Chairman of the DCD former Dutch Minister of
Foreign Trade Frank Heemskerk even declared that the most concrete result of the DCD will be to
increase transparency to such a degree that consumers of electricity in the Netherlands will be able to
choose between electricity generated from responsibly and electricity from irresponsibly-mined coal.”®

Important initiatives aimed at improving transparency in supply chains are also underway at the
European and international levels. Various sets of recently-released normative guidelines and
standards have furthered the debate and have specified in more detail what is expected of companies
with respect to supply chain responsibility and transparency. Such initiatives include the 2011
Communication on CSR by the European Commission™, the 2011 update of the Organisation for
Economic Cooperation and Development’s (OECD) Guidelines for Multinational Enterprises*?, and the
2011 United Nations (UN) Guiding Principles on Business and Human Rightsls. These internationally-
recognised standards and recommendations provide guidance for companies and can be used as a
benchmark for their performance on supply chain responsibility and transparency. The standards insist
that companies should identify, prevent and mitigate negative impacts in their supply chain'* and
encourage companies to disclose information about their relationships with suppliers.*®

This research report is part of SOMO'’s on-going work on ‘energy supply chains’, which includes
investigations into sustainable development and corporate social responsibility (CSR) aspects of
energy commodities such as uranium, oil, biomass, and coal, as well as the supply chains of
renewable energy technologies such as solar panels (photovoltaics).

Energie-Nederland website, “Verantwoord inkopen en winnen van kolen”, <http://www.energie-
nederland.nl/nieuws/verantwoord-inkopen-en-winnen-van-kolen/> (11 November 2011).

F. Heemskerk, interviewed by M. Persson, “Interview Frank Heemskerk, Voorzitter Commissie Bloedsteenkolen: ‘Er is een
veelbelovend zaadje geplant”™, Volkskrant, 1 March 2011, p.24.

European Commission, A renewed EU strategy 2011-14 for Corporate Social Responsibility, Brussels: EC, October 2011,
<http://ec.europa.eu/enterprise/newsroom/cf/_getdocument.cfm?doc_id=7010> (14 December 2011).

2. OECD, OECD Guidelines for Multinational Enterprises: 2011 Edition, 25 May 2011,
<http://www.oecd.org/document/28/0,3746, en_2649 34889 _2397532_1_1_1_1,00.html> (1 December 2011).

UN Human Rights Council, Guiding Principles on Business and Human Rights: Implementing the

United Nations “Protect, Respect and Remedy” Framework, Geneva: UN, March 2011 <http://www.business-
humanrights.org/media/documents/ruggie/ruggie-guiding-principles-21-mar-2011.pdf> (14 December 2011).

* OECD, OECD Guidelines for Multinational Enterprises: 2011 Edition, Chapter II, paragraphs 10 and 12, 25 May 2011, <
http://www.oecd.org/document/28/0,3746, en_2649 34889 2397532_1 1 1_1,00.html> (1 December 2011).

OECD, OECD Guidelines for Multinational Enterprises: 2011 Edition, Chapter I, paragraph 3e and Commentary paragraph
33, 25 May 2011, <http://www.oecd.org/document/28/0,3746,en_2649 34889 2397532_1 1 1 1,00.html> (1 December
2011).
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1.2. Aims and objectives

The primary aim of the present report is to improve the transparency of the coal supply chain. In so
doing, the report aims to increase the public and political pressure on electricity companies that import
coal mined under sub-standard social and environmental conditions to take responsibility for improving
those conditions. In order to achieve this aim, the present report has as its specific objective to gain
further insight into the origin of the coal being imported into the Netherlands and used by electricity
companies operating coal-fired power plants. The report seeks to provide a thorough overview of all
publicly available information on the origin of coal used in Dutch power plants and identify critical gaps
in public knowledge. Initiatives such as the Dutch Coal Dialogue will then be able to focus on those
gaps in their efforts to further increase transparency in the coal supply chain. In addition, the present
report has as its objectives to determine the current state of affairs with regard to the functioning and
transparency of the coal supply chain, and to ascertain whether some companies provide more
transparency than others and, if so, why.

1.3. Research questions

In order to achieve these specific objectives and the overall aim, this report seeks to answer the
following research questions:

O What is the structure of the global coal market and supply chain, and who are the major
corporate players involved in the market?

O What role does the Netherlands play in the global coal market, and what are the quantities and
the origins of coal flowing into the Netherlands?

O To what degree do the electricity companies operating in the Netherlands provide

transparency about the origin of the coal purchased and used in their power plants? Are there
differences in the degree of transparency provided by individual companies?

O Are there differences in the supply chain responsibility policies of the electricity companies
operating coal-fired power plants in the Netherlands?
O The Dutch Coal Dialogue was initiated one-and-a-half years ago with the aim to “improve

transparency in the coal supply chain”.*® Has the general degree of transparency provided by

companies increased since the start of the DCD?

O Is the degree of coal supply chain transparency provided by electricity companies operating in
the Netherlands in line with relevant international standards?
O Do electricity companies have legitimate reasons for not providing more transparency

regarding their coal supply chain? Specifically:

B Do European competition laws or rules prevent electricity companies from being
transparent about their supply chain relationships and the exact origin of their coal?

B |s the coal supply chain prohibitively complex for electricity companies to determine for
themselves the origin of their coal?

1.4. Target groups

The primary intended beneficiaries of this research report are the individuals and communities that
work in and are impacted by coal mining. The report aims to provide them and the civil society

' Dutch Coal Dialogue, “Dutch Coal Dialogue: working on trust and contributing to improvements”, 4 February 2011,
<http://www.bothends.org/uploaded_files/Dutch_Coal_Dialogue_February_2011.pdf> (7 December 2011).

10
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organisations that represent their interests with critical knowledge that can assist them in improving
their living standards and livelihoods. The report also targets those actors able to most directly and
quickly improve the overall poor degree of transparency in the coal supply chain: managers of the
electricity companies responsible for importing coal into the Netherlands and the Dutch and European
policy makers. The report’s recommendations are primarily addressed to these two target groups.

1.5. Methods

The research and drafting of this report was conducted during 2011 using various methods, including
both desk research and empirical research. The desk research involved analysis of company
websites, policy documents, and CSR policies. Media coverage, non-governmental organisation
(NGO) and trade union reports, the websites of important coal ports such as the ports of Amsterdam
and Rotterdam, and company information databases were reviewed and analysed to give further
insight into the companies’ sourcing of coal. In addition, a questionnaire on the origin of fuels (see
Annex 2) was sent to all six of the electricity companies mentioned in the report: EPZ (DELTA), DONG
Energy, E.ON, GDF Suez/Electrabel, RWE/Essent, and Vattenfall/Nuon in 2011.

All of the companies except DELTA filled in the questionnaire (with varying degrees of completeness
and information provided), and returned it to SOMO in the period May-June 2011. Delta responded
with an e-mail indicating that it was unwilling to cooperate in the research.”’” Face-to-face and
telephone interviews were conducted with company managers and procurement officers, as well as
with a number of key officials involved with the coal import and trade at Dutch ports. In addition,
SOMO asked legal experts Advokatni kancelar Sikola a partnefi, s.r.o. / Attorneys at Law to research
the implications of EU competition law for supply chain transparency. This legal analysis is principally
based on relevant EC legislation, guidelines and recommendations, as well as other academic and
legal literature.

One of the most interesting and fruitful research methods employed in this study was a request filed
under the Dutch Freedom of Information Act (Wet Openbaarheid van Bestuur — WOB) to the Port of
Amsterdam. The request returned a wealth of information on the names, tonnage, and country of
origin of coal-laden ships that had entered the port in recent years (see section 0 and Annex 1). This
allowed SOMO to determine with a high degree of accuracy the national origin of the vast majority of
the coal entering the Netherlands in 2009 and 2010. In addition, by running the names of the coal-
laden ships through a global ship-tracking database, SOMO was able to determine the actual port of
origin, in some cases even the mine of origin, of coal shipments.

The current version of this report (March 2013) was updated with information on coal shipments to the
ports of Rotterdam and Amsterdam for the year 2011." The updated figures have been incorporated
in paragraphs 0 and 5.2.

Finally, all of the companies profiled in this report (i.e. the six electricity companies EPZ (DELTA),
DONG Energy, E.ON, GDF Suez/Electrabel, RWE/Essent, and Vattenfall/Nuon, as well as the four
coal mining companies Anglo American, BHP Billiton, Rio Tinto, and Xstrata) were given the
opportunity to review a draft of their company’s profile and to provide comments and corrections of
factual errors. All ten companies made use of the opportunity to review the draft and provided
comments that have been incorporated into the final versions of the company profiles in Chapter 3.

" DELTA e-mail to authors, 13 May 2011.
'8 Information received through personal communication with the port authorities of Rotterdam, e-mail received 23 January
2013 and the port authorities of Amsterdam, e-mail received 11 March 2013.

11
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1.6. Structure of the report

This report is structured as follows. Chapter 2 details the functioning of the global coal market, the
major corporate actors involved in the coal trade, and the role of the Netherlands as a major coal
import hub for Europe. Chapter 3 is divided into individual corporate profiles of the six power
companies: E.ON, Vattenfall/lNuon, GDF Suez/Electrabel, RWE/Essent, EPZ (DELTA), and DONG
Energy. Each corporate profile provides an overview of the origin of the coal used by the company as
a whole and the coal used in the company’s coal-fired power plant in the Netherlands (except for
DONG). In addition, each company profile details the degree of transparency into the coal supply
chain provided by the company and the company’s broader policies and initiatives on supply chain
responsibility. Chapter 4 presents a summary of a legal analysis into whether electricity companies’
arguments for not providing more transparency are legitimate. Chapter 5 analyses and discusses the
key findings in the previous chapters, focusing the analysis on the information in the company profiles
in Chapter 3. Finally, Chapter 6 answers each of the report’s research questions by drawing
conclusions based on the research results and analysis. Chapter 6 also provides a number of
recommendations for electricity companies, the Dutch government, the European Commission to
improve transparency in the coal supply chain.

12



2. The global coal supply chain

The global production, transport, trade and use of coal to generate electricity power plants is a
complex system. There are many factors that play a role in shaping the global coal supply chain and
the role of the Netherlands in that chain. This chapter provides a basic overview of that supply chain,
including a description of the major countries and corporate players involved.

2.1. Definitions and types of coal

Coal is not a homogenous product. There are several different types of coal, and each type of coal
has various characteristics, depending on its origin and physical-chemical composition. This report
focuses on what is known as ‘thermal coal’ — hard, bituminous coal that is the primary type of coal
used for steam-based electric power generation. Thermal coal is often also referred to as ‘steam coal'.
On the other hand, ‘coking coal’ — also known as ‘metallurgical coal’ - is the type of coal that is
suitable for use in blast furnaces and is primarily used in steel factories such as the Corus plant in
IJmuiden, the Netherlands.™ Thermal coal and coking coal are both forms of ‘hard’ coal, which can be
distinguished from other types of ‘low rank’ coal such as lignite and sub-bituminous coal. Unless
otherwise specified, the general term ‘coal’ used in this report refers to thermal coal used in coal-fired
power plants.

In addition to the different types of coal, coal from different sources (i.e. each coal mine) has different
physical-chemical characteristics that make it unique and that make it suitable or unsuitable for use in
electric power generation. The most important characteristics examined by traders and users of coal
are the energy value, the sulphur content, the CO, content, the moisture content and the quantity of
ash.”% In general, hard coal has a higher energy value and lower moisture content than low rank coal.

2.2. Global coal production and export

Most of the coal produced globally is consumed in the country where it is mined. This is because
several of the world’s largest coal producers are also among its largest economies (e.g. USA, Russia,
Canada, Australia, China, India).21 These countries hold large domestic coal reserves that are
exploited primarily for the internal market. As a result, only approximately 17% of all the coal
consumed in the world is traded internationally.22 However, there are a few coal-rich countries where
domestic consumption is relatively low and which produce a large amount of coal for export. These
include Colombia, South Africa and Indonesia.?* As we will see in section 2.4.1, Colombia and South
Africa are by far the most important sources of coal flowing into the Netherlands, comprising 33% and

¥ OECD, “Glossary of Statistical Terms”, OECD, <http://stats.oecd.org/glossary/detail.asp?ID=4592> (17 November 2011).

% E.ON Sales & Trading, THW Lars Wlecke, “Trading Coal”, Powerpoint presentation, <http://www.isda.org/c_and_a/ppt/5-
LarsWlecke-CoalMarketandTrading.pdf> (17 November 2011).

World Coal Association, “Coal Statistics”, World Coal Association, <http://www.worldcoal.org/resources/coal-statistics/> (17
November 2011).

World Energy Council, 2010 Survey of Energy Resources, World Energy Council,
<http://www.worldenergy.org/documents/ser_2010_report_1.pdf> (17 November 2011), p.4.

World Coal Association, “Coal Statistics”, World Coal Association, <http://www.worldcoal.org/resources/coal-statistics/> (17
November 2011).
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22%, respectively, of Dutch coal imports in 2009.%* The coal production in these two countries is thus
profiled in greater detail in the following sections.

2.2.1. Colombia

With annual exports of over 70 Mt, Colombia is one of the largest coal exporting countries in the world.
%% Coal mining activities are intensifying due to increasing global demand.?® Whereas most of the
world’s 50 coal-producing countries use coal for domestic energy production, Colombia is relatively
unique as it exports over 90% of its coal.”” The USA and Europe are the most important buyers of
Colombian coal. In 2008, exports to the Netherlands accounted for 22% of all Colombian coal
exported.”®

Major multinational coal mining companies active in Colombia include Anglo American, BHP Billiton,
Rio Tinto, Xstrata, Drummond, and Glencore International. The country’s largest mines are the
Cerrejon open pit mines, which produce 32 Mt of coal annually and are owned by the consortium of
BHP Billiton, Anglo American and Xstrata, which each hold 33.33% of shares.?® More information on
the coal mining operations of these three mining companies (plus Rio Tinto) can be found in Section
2.3.1. American coal mining company Drummond, with its mines in the La Guajira and El Cesar
regions, is Colombia’s second largest exporter of coal.

There are various coal ports in Colombia. Puerto Bolivar is situated 150km from Cerrején and exports
all coal produced in the Cerrejon mine. The port is also owned by the consortium of multinational
mining companies that owns the mine. All of the coal produced by Drummond is exported through
Puerto Drummond. As we will see in Section 0, the fact that these two ports exclusively export coal
from one specific mine/company facilitates the tracing of the coal that eventually ends up in power
plants in Europe. Other major coal ports in Colombia are Buenoventura and Cartagena.

2.2.2. South Africa

South Africa’s economy has a long history of mining and is strongly connected to the country’s coal
mining industry. The coal sector accounted for 5.9% of South Africa’s exports and 3% of Gross
Domestic Product (GDP) in 2010.%° In 2010, 214 Mt of coal were produced in the country’s
approximately 49 mines.* Although the South African government has expressed interest in
nationalising mines, the major coal producers are all privately owned companies, including BHP
Billiton, Sasol Mining, Anglo American Thermal Coal, Exxaro Resources, Xstrata Coal, Shanduka
Resources and Total Coal South Africa. Each of these corporations owns and operates one or more
underground or open pit mines.

# |n the past, even up until just a few years ago, Indonesia was an important source of coal for the Netherlands. However,

Indonesia is now producing primarily for the Chinese market. In 2010, exports to the Netherlands were negligible.
International Energy Agency, Coal and Peat in Colombia in 2008, (Paris: IEA, 2008),
<http://www.iea.org/stats/coaldata.asp?COUNTRY_CODE=CO> (23 November 2011).

World Coal Institute, The Coal Resource: A Comprehensive Overview of Coal, (London: World Coal Institute, 2005),
<www.worldcoal.org> (12 December 2011).

World Coal Institute, The Coal Resource: A Comprehensive Overview of Coal, (London: World Coal Institute, 2005),
<www.worldcoal.org> (12 December 2011).

International Energy Agency’s Coal Industry Advisory Board, International Coal Market & Policy Developments in 2010,
(Paris: IEA, February 2011), <http://www.iea.org/ciab/ciabmark_2010.pdf> (23 November 2011).

Cerrejon website, “Our company”, no date, <http://www.cerrejon.com/site/english/our-company.aspx> (16 November 2011).
% Chamber of Mines South Africa, “Facts and Figures 20107,
<http://www.bullion.org.za/Publications/Facts&Figures2010/F%20and%20F%202011-small.pdf> (15 November 2011).
Forbes & Manhattan Coal Corporation website, “About South Africa”, <http://www.forbescoal.com/Projects/About-South-
Africa/default.aspx> (30 November 2011).
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Nearly all South African coal destined for export is exported through the Richards Bay Coal Terminal
(RBCT). 2010 exports amounted to 63.4 Mt, making RBCT the largest coal export terminal in the
world.** Of 2010 exports, 65% of coal leaving RBCT was destined for Asia, while 30% was shipped to
the European and Mediterranean region.33 RBTC'’s shares are owned by various mining companies, of
which no company possesses a majority of shares. Shareholders include Anglo Operations Ltd., BHP
Billiton Energy Coal South Africa Ltd., and Xstrata SA (Pty) Ltd.** More information on the coal mining
operations of these three mining companies (plus Rio Tinto) can be found in Section 2.3.1. Negligible
amounts of South African coal are exported through the port of Durban. In the future, South African
coal may also be exported from Maputo, Mozambique.*

2.3. Global coal trade and key corporate players

As mentioned above, approximately 17% of all the coal consumed in the world is traded
internationally.36 The international trade in coal has steadily increased over the last two decades, with
an annual growth of around 7%. It is also important to note that there are two types of coal trading —
the physical trade and the financial trade. The physical trade of coal deals with the export, shipping,
import and storage of actual physical coal. Traditionally, this type of trading is conducted by
companies that are involved primarily in coal mining and electricity generation, although it should be
noted that financial institutions and traders are also increasingly getting involved in the physical
market.

On the other hand, the financial trade of coal deals primarily with the trade in (derivatives of) contracts
to supply coal at a future date (i.e. the so-called ‘futures market’). In the futures market, physical
traders who are wary of future price fluctuations agree on a specific price for delivery of coal at a
future date. Financial institutions and commaodity traders are willing to speculate on these price
fluctuations, and they buy and sell these contracts for financial gain without being involved in the
physical delivery of the coal. In turn, large energy companies are increasingly becoming involved in
this type of trading, and many have set up trading desks that deal primarily in the financial trade.

Because coal is heavy and expensive to transport over land, the vast majority of the international
physical trade in coal is seaborne. In 2005, approximately 6,000 vessels were used in the global coal
trade, ranging in carrying capacity from 10,000 to 180,000 tonnes.*” Due to the high costs associated
with transportation, the global seaborne trade of coal can be broadly divided into two global markets:
the Atlantic market and the Indo-Pacific market. The Atlantic market includes flows from Colombia,
South Africa and Russia to Europe and the USA. The Pacific market centres on exports from Australia,
Indonesia and South Africa to Japan, China and other Asian countries. In 1996, these two markets
were roughly the same size in terms of volumes of seaborne coal traded. However, currently the
Pacific market has grown to more than twice the size of the Atlantic market, a clear reflection of the
growth in Asian economies like China and India.*®

2 Richards Bay Coal Terminal website, “Economic overview”,

<http://www.rbct.co.za/jit_default_1108.Economic%5Foverview.htmI> (15 November 2010).

Anglo American website, “Business unit Thermal Coal”, <http://ar10.angloamerican.com/ofr/business_unit-
thermal_coal.aspx> (2 December 2011).

Richards Bay Coal Terminal website, “BTCT shareholders”,
<http://www.rbct.co.zaljit_default_1079.RBCT%5Fshareholders.html> (15 November 2010).

Forbes & Manhattan Coal website, <http://www.forbescoal.com/Projects/Coal-Markets/default.aspx> (25 November 2011).
World Energy Council, 2010 Survey of Energy Resources, World Energy Council,
<http://www.worldenergy.org/documents/ser_2010_report_1.pdf> (17 November 2011), p.4.

E.ON Sales & Trading, THW Lars Wlecke, “Trading Coal”, Powerpoint presentation, <http://www.isda.org/c_and_a/ppt/5-
LarsWlecke-CoalMarketandTrading.pdf> (17 November 2011).

World Coal Association, “Coal Statistics”, World Coal Association, <http://www.worldcoal.org/resources/coal-statistics/> (17
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Japan is currently the largest importer of coal in the world.*® Given the decline in the public and
political appetite for nuclear energy in the aftermath of the Fukushima disaster, Japan’s coal imports
are expected to increase.*® A recent trend — and one of the main causes of the growing trade volumes
in the Pacific market — is the growth of demand from China, which imports coal primarily from
Indonesia and Australia, and also accounts for an ever increasing share of South African exports. A
direct consequence of this development is that the Atlantic and the Pacific markets have become more
separate than in previous years. Significantly less coal now flows from Indonesia and other Asia-
Pacific countries to Europe than in previous years.41

Another noticeable trend is the increasing dependence of Germany, the largest user of coal in Europe,
on imported sources.* According to the World Energy Council, Germany’s production output of
thermal coal fell from 76.6 Mt in 1990 to 19.1 Mt in 2008.%® This development has made Germany
more dependent on imported coal sources, mostly from Russia, Colombia and the USA.** The
German Government’s decision to phase out nuclear power plants in response to the Fukushima
disaster is likely to contribute to the rising volumes of coal imported into Germany.*® A significant
portion of Germany’s imported coal reaches the country through the Dutch ports of Amsterdam and
Rotterdam and the Belgian port of Antwerp. Figure 1 depicts the global seaborne physical coal trade in
20009.

November 2011).

Idem.

J. Meltzer, “After Fukushima: What's Next for Japan’s Energy and Climate Change Policy?”, Global Economy and
Development at Brookings, September 2011,
<http://www.brookings.edu/~/media/Files/rc/papers/2011/0907_after_fukushima_meltzer/110907_JapaneseEnergyPolicy_Fi
nal.pdf> (17 November 2011).

L. de Ridder, Unit Manager Bulk Logistics (coal chains), Haven Amsterdam, interview with authors, 7 April 2011, Amsterdam,
Netherlands.

World Coal Association, “Coal Statistics”, World Coal Association, <http://www.worldcoal.org/resources/coal-statistics/> (17
November 2011).

World Energy Council, 2010 Survey of Energy Resources, World Energy Council,
<http://www.worldenergy.org/documents/ser_2010_report_1.pdf> (17 November 2011), p.4.

Statistisches Bundesamt (Federal Office for Statistics), “Imports of Hard Coal, Hard Coal Coke and Hard Coal Briquettes into
the Federal Republic of Germany”, Verein der Kohlenimporteure e.V., <http://www.verein-
kohlenimporteure.de/download/092011%20Importe%20engl.pdf?navid=4> (17 November 2011).

Steel Guru, “German hard coal imports seen up in 2011”, Steel Guru, 14-07-11,
<http://www.steelguru.com/raw_material_news/German_hard_coal_imports_seen_up_in_2011/214549.html> (17 November
2011).
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Figure 1: Main trade flows in seaborne hard coal trade, 2009 (in Mt)
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Broadly speaking, there are four different categories of players involved in the international coal trade
that can be distinguished by their core business: mining companies, logistics companies, traders and
utilities. Each of these types of players is further detailed in the sections below. Table 1 provides an
overview of some of the core corporate players active in coal trading and their 2010 financial results.
The table reveals that Glencore, by far the most important coal trading company in the world by
volume traded, has the highest revenue of all the companies mentioned here. It should be noted,
however, that Glencore earns relatively small margins on the high volumes in which it trades, inflating
revenues in relation to the profits and assets. Indeed, Glencore’s profits are much lower than those of
the energy utilities and especially the mining companies. With regard to assets, the large energy
utilities (which own power plants) tend to have the greatest asset values.

Table 1: Financial data of major players in the global coal trade, 2010

Company Core business Revenue (million) Profit (million) Assets (million)
Glencore Trader US$ 144,978 US$ 1,646 US$ 79,789
E.ON Utility € 92,863 € 6,281 € 152,881
RWE Utility € 53,320 € 3,308 € 93,077
BHP Billiton Mining US$ 71,739 US$ 23,946 US$ 102,891
Xstrata Mining US$ 30,499 US$$ 7,654 $ 69,709
Anglo American Mining $ 32,929 $9,763 $ 66,656
Clarksons Logistics £ 203 £32.4 £116.4
EMO Logistics €134 €-0,034 €3
Nuon* Utility € 2,682 € 269 € 8,684

*Nuon is part of Swedish utility Vattenfall. Here, the figures for Nuon are given separately
Sources: 2010-2011 Corporate annual reports; Currencies as reported in individual annual reports

6 Verein der Kohlenimporteure , Annual Report 2010, <http://www.euracoal.org/pages/medien.php?idpage=641> , (22
November 2011), p.19.
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2.3.1. Mining companies

The first group of corporate players involved in the international coal trade are the coal mining
companies. The most important of these are the so-called ‘Big Four’: British-South African Anglo
American, British-Australian BHP Billiton, Swiss-Australian Xstrata, and British-Australian Rio Tinto.
Some Russian and Chinese companies such as Severstal JLC, Shanxi Coking Co., and Exxaro
Resources also control large coal reserves used primarily for Russian and Chinese domestic
production,*’ but the Big Four are responsible for the vast majority of internationally traded coal. In
addition to mining coal, the Big Four also (partly) own several ports in Colombia, South Africa, and
Indonesia from which the coal is exported. For example, Anglo American, BHP Billiton and Xstrata are
the three largest shareholders of the Richards Bay Coal Terminal,*® which is the primary export port
for coal mined in South Africa. In Colombia, Drummond controls and exports its coal through its own
aptly-named Puerto Drummond,* and coal from the Cerrejon mine (jointly owned by Anglo American,
BHP Billiton and Xstrata) is exported exclusively through Puerto Bolivar. The Big Four’s dominance of
the production side of the global coal trade and the fact that all four of them supply the Amsterdam-
Rotterdam-Antwerp (ARA) coal hub make it almost certain that coal produced by each of these
companies ends up in Dutch power plants. The coal mining activities of each of the Big Four is profiled
in greater detail in the sub-sections below.

Anglo American

Mining company Anglo American has South African origins, but has its current headquarters in
London. The company has its primary listing on the London Stock Exchange and a secondary listing
on the Johannesburg Stock Exchange. Approximately 50% of Anglo American’s assets are located in
Southern Africa, and its coal mining operations are concentrated in South Africa under Anglo
American’s subsidiary Thermal Coal.”® The majority (73%) of the coal produced by Anglo American in
South Africa is for the domestic market. The company produces coal for domestic use at the mines in
New Denmark, New Vaal and Isibonelo collieries (all 100% owned by Anglo American) and the
collieries of Mafube (50% Anglo American) and Kriel (73% Anglo American). Of the company’s total
South African coal production, 62% is sold to Eskom, 8% to Sasol and 2% to other industrial
customers.”*

Approximately 29% of the coal produced by Anglo American in South Africa is exported. The
company’s export mines are the Goedehoop, Greenside, Kleinkopje and Landau collieries (all 100%
owned by Anglo American) and the Zibulo colliery (73% Anglo American). All coal exports go through
Richards Bay, of which Anglo American has 27% ownership. Anglo American also has a 50-50 joint
venture with BHP Billiton to operate the Phola coal processing plant.52 The ARA coal hub is one of the
top destinations for Anglo American’s coal exports out of South Africa, receiving approximately 3.7 Mt
(21%) of the company’s South African exports. India, China, Germany and Italy are other important

4" Carbon Tracker Initiative, Unburnable Carbon — Are the world’s financial markets carrying a carbon bubble? 2011,

http://www.carbontracker.org/unburnable-carbon (17 November 2011).

Raymond Chirwa, Chief Operating Officer, Richards Bay Coal Terminal, Is RBCT ready to export 91 Mt?, Powerpoint
presentation, McCloskey’s Coal Export Conference, South Africa: 4-6 February 2009,
<http://lwww.rbct.co.za/upload/files/McCloskeys%20coal%20conference%20%204 _6%20Feb%2009 %20Cape%20Town.ppt
> (17 November 2011).

Drummond Company Inc., “Colombia”, Drummond Company Inc.,
<http://www.drummondco.com/operations/coal/Colombia.aspx> (17 November 2011).

Anglo American response to draft company profile sent by SOMO, 12 January 2012.

Anglo American website. “About us”, <http://www.angloamerican.co.za/about-
us/%7E/link.aspx?_id=1A84DEOEAECF4DB98A794E8A7DF5E2C7&_z=z> (17 November 2011).

Anglo American website, “Our operations: Thermal coal”, <http://www.angloamerican.co.za/our-operations/thermal-
coal.aspx> (17 November 2011).
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export destinations. Over the last several years, Anglo American has been exporting an ever
increasing amount of its South African coal production to the Asia-Pacific market (primarily China and
India), with a corresponding decrease in exports to Europe.*

Anglo American also has a 33.3% share in the Cerrejon coal mine in Colombia, from which it produces
and exports approximately 10 Mt of coal annually (primarily for the European market). All of the coal
produced at the Cerrejon mine is exported through Puerto Bolivar, which belongs to the mining
consortium (i.e. Anglo American, BHP Billiton, Xstrata). Table 2 lists the production and export
volumes from Anglo American’s South African and Colombian mines.

Table 2: Anglo American coal production at and export from South African and Colombian

mines, 2009
Country Mine Total production (Mt) Total export (Mt)
South Africa Goedehoop 6.9 6.9
South Africa Greenside 3.8 3.3
South Africa Kleinkopje 4.4 2.0
South Africa Landau 4.2 3.9
South Africa Kriel 11.2 -
South Africa New Denmark 3.7 -
South Africa New Vaal 17.6 -
South Africa Isibonelo 5.1 -
South Africa Mafube 2.2 1.2
South Africa Zibulo 0.1 0.0
Total South Africa 59.2 17.3
Colombia Cerrejon 10.2 10.2
Total Colombia 10.2 10.2
BHP Billiton

BHP Billiton is one of the world’s largest mining companies with global manganese, uranium, iron, oil,
and coal mining operations. BHP Billiton is a dual-listed company composed of BHP Billiton Limited
(headquartered in Melbourne, Australia, and listed on the Australian Stock Exchange) and BHP Billiton
Plc (based in London with a primary listing on the London Stock Exchange and a secondary listing on
the Johannesburg Stock Exchange). BHP Billiton’s total coal production for the 2010-11 financial year
was 69.5 Mt. South Africa and Colombia are BHP Billion’s primary coal producing sites, with
approximately 50% of total production occurring in each of these countries.>

In South Africa, the company operates four coal mines through its wholly-owned subsidiary BECSA®>:
Khutala Colliery, Klipspruit Colliery, Wolvekrans Colliery, and Middelburg Colliery, which are all located
in Mpumalanga Province.*® The total South African coal production over financial year 2010-11 was 34
Mt.>” The majority (approximately 62%) of coal produced in South Africa is for the domestic market,

% Anglo American website, “Business unit: Thermal coal”, <http://ar10.angloamerican.com/ofr/business_unit-

thermal_coal.aspx> (2 December 2011).

** BHP Billiton Production Report for the Year Ended 30 June 2011.
<http://www.bhpbilliton.com/home/investors/reports/Documents/110720_BHP%20Billiton%20Production%20Report%20for%
20the%20Year%20Ended%2030%20June%202011.pdf> (12 December 2011)

** BECSA stands for: BHP Billiton Energy Coal South Africa Limited

% BHP Billiton website, “Energy coal”, <http://www.bhpbilliton.com/home/businesses/energycoal/Pages/default.aspx> (17
November 2011).

" BHP Billiton, Annual Report 2011,
<http://www.bhpbilliton.com/home/investors/reports/Documents/2011/BHPBIllitonAnnualReport2011_ Interactive.pdf>
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and is sold to the South African state-owned electric utility Eskom.>® All of BHP Billiton’s South African
coal exports take place through the nearby coal harbour of Richards Bay, of which BECSA owns
22%.%

Like Anglo American, BHP Billiton is active in one coal mining operation in Colombia — its 33.3% share
in Carbones del Cerrejon coal mining company. BHP Billiton’s share of Cerrejon’s more than 32 Mt of
annual coal production is thus approximately 10.7 Mt per year. All of this is exported through Puerto
Bolivar, which belongs to the mining consortium of Anglo American, BHP Billiton, and Xstrata.

Xstrata

Xstrata is a relatively young company that has quickly grown to become one of the world’s major
mining companies. Xstrata claims to be the world’s largest exporter of thermal coal.®® 34.4% of shares
in Xstrata are owned by Glencore International Plc.® Xstrata is headquartered in Zug, Switzerland and
in London. It is listed on both the Zirich and London Stock Exchanges. All of the company’s coal
operations are managed by commodity business division Xstrata Coal, which is headquartered in
Sydney, Australia. At its coal mines in Australia, Colombia, and South Africa, the company produced
over 65 Mt of thermal coal in 2010.%* The company’s largest coal mining operations are in Australia,
from which it exported nearly 33 Mt of thermal coal and generated US$4.1 billion in in net revenue
2010.% In South Africa, Xstrata produced nearly 18 Mt (of which 11 Mt were for export) and generated
US$1 billion in revenues in 2010. In Colombia, at similar levels to its consortium partners Anglo
American and BHP Billiton, Xstrata produced and exported over 10 Mt of coal and generated
revenues of US$761 in 2010.** Table 3 provides an overview of Xstrata’s operational coal mines in
South Africa and Colombia.®®

Table 3: Overview of Xstrata’s operational coal mines in South Africa and Colombia, 2010

Country Mine Ownership (%) Annual production
capacity (kt)
South Africa Goedgevonden 74 7,000
Tweefontein Opencast 79.8 3,500
Tweefontein Underground 79.8 2,700
Impunzi Division Opencast 79.8 5,400
Mpumalanga Division Spitzkop 79.8 1,400
Mpumalanga Division Tselentis 79.8 1,400
Southstock Division Opencast 79.8 -
Southstock Division Underground 5,000
Colombia La Guajira 32,000
% Ibid.
* Ibid.
% Xstrata website.

<http://www.xstratacoal.com/EN/Publications/Other%20Publications/2010%20Xstrata%20Coal%20EEO0%20Public%20Repo
rt%20FINAL.pdf> (30 November 2011).

Glencore website, <http://www.glencore.com/coal.php> (12 December 2011).

Figure excludes semi-soft coal. Xstrata response to draft profile sent by SOMO, 23 December 2011.

The net revenue figure of US$4.1 billion includes semi-soft coal.

Xstrata, Annual Report 2010, <http://www.xstrata.com/annualreport/2010/servicepages/downloads.html?cat=b> (30
November 2011).

Note that Xstrata Coal’s operations in Australia are not included in the table.
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Rio Tinto

The Rio Tinto Group is a large mining company with global operations. The group is listed on the
London Stock Exchange through Rio Tinto Plc and on the Australian Securities Exchange through Rio
Tinto Limited. Rio Tinto mines aluminium, copper, and iron, as well as uranium and coal. The
company’s energy division generates 10% of the group’s total cash flow.*® Thermal coal is mined in
Australia (18.4 Mt in 2010), the USA (42.3 Mt in 2010), and, since 2011, in Mozambique.67 The
company does not provide export volumes or destinations. The company is not a significant player in
the Atlantic market, and focuses primarily on the Pacific market.

2.3.2. Logistics companies

Logistics companies represent another type of corporate coal actor. These companies are involved in
trading coal without actually owning any of the commodity. The companies in this group are
significantly smaller than the mining companies, traders or utilities in terms of revenues and assets
(see Table 1). Logistics companies include the shipping agents of the vessels that transport coal, such
as Clarksons, Galbraiths, and Simpson Spence & Young. These companies are responsible for the
handling of coal during transport, dealing with customs, port authorities, and stevedores (dockworkers)
and other logistical tasks. They generally generate their income with the fees they charge for the
transport of coal. These fees are negotiated per shipment between the vessel operators, and the
importing or exporting company. The shipping fees play a significant role in the global coal market, as
the weight of coal makes transport expensive. The importance is illustrated by the fact that JP Morgan
(a financial player, see below) speculated on profiting from the change in shipping costs at different
locations (and lost money in the process).%®

The logistics group also includes the stevedores, who are responsible for loading and offloading the
vessels at the ports and the further transport of coal to power plants and other end users. Stevedores
are also responsible for the long-term and short-term storage of coal reserves, and the blending of
coal from different sources. This blending of coal is carried out to optimise and control the physical-
chemical characteristics of the coal before it is combusted in power plants. As an example, Table 4
lists the various stevedores active in the Netherlands and their port of operation.

Table 4: List of stevedores (dockworkers) in the Netherlands

EMO Rotterdam
OBA Amsterdam
EdF Trading Amsterdam
EBS Rotterdam
RBT Rotterdam
OVET Vlissingen
EECV Rotterdam

2.3.3. Traders

The third group of companies consists of those that trade coal, either through the financial futures
markets or by buying, stockpiling, and selling physical coal. One of the most high-profile players in the

% Rio Tinto Annual Report 2010, <http://www.riotinto.com/annualreport2010/performance/energy.html> (30 November 2011).

Rio Tinto Annual Report 2010, <http://www.riotinto.com/annualreport2010/production_reserves/metals_minerals.html> (30
November 2011).

Mark DeCambre, “JPMorgan coal hole; $250M trading bust a Dimon mine miss”, New York Post, 08-06-10,
<http://lwww.nypost.com/p/news/business/jpmorgan_coal_hole_p6EJ4K57rYa9Rz8VIQpTVP> (17 November 2011).
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coal trade is the Swiss-based commodity trader Glencore (see below). Other corporate players
involved in the trade of coal include large corporate banks and other financial players that traditionally
trade in futures contracts, but that are getting increasingly involved in the physical trade of coal as
well. Examples of these companies include Goldman Sachs, Merrill Lynch, JP Morgan, and Deutsche
Bank. Additionally, several energy utilities have set up trading desks through which they are also
active in coal trading (see Section 2.3.4 below).

Table 5: Corporate players active in physical coal trading, 2011*

Company Core business

Goldman Sachs Financial
EDF Trading Utility
RWE Supply & Trading Utility
E.ON Trading Utility
Glencore Producer / Trader
Cargill Trader
Trafigura Trader
Vitol Trader
Noble Group Trader
Mercuria Energy Group Trader
Louis Dreyfuss Highbridge Energy Trader
Bulk Trading SA Trader
Flame SA Trader
Peabody Energy Trader
Nuon Utility
Essent Utility
Macquarie Group Financial
RBS Sempra Energy Financial
Morgan Stanley Financial
Merrill Lynch Financial
Deutsche Bank Financial

* This list is not comprehensive. Source: Coal Spot®™

Glencore

Glencore dominates the physical trade in coal. The prospectus that the company issued before its
recent Initial Public Offering (IPO) on the London Stock Exchange provides a wealth of information
about the operations of this company and the workings of the coal trade in general. Glencore
considers itself to be the “largest participant in the supply of seaborne steam coal” in the world.” It
also sees itself as being more vertically integrated than its competitors.

Glencore’s activities in the coal market can broadly be divided into two segments: marketing and
industrial. The marketing segment of the company deals with the sourcing of coal from mining
companies and reselling it to energy utilities and other end users. For 99.9% of the company’s
revenue, the company actually purchases and becomes the physical owner of the coal, thereby taking
on the financial risk that it will not be able to resell the coal. However, it mitigates these risks through

% Coal Spot, “The World’s Top Coal Trading Companies — Reuters”, Coal Spot, <http://www.coalspot.com/news-
detail.php?nid=144&page=3> (17 November 2011).

™ Glencore International plc Prospectus, Glencore International plc, 2011, p.54.
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hedging and onward selling at a pre-established price. In this segment, the company generates profits
by making use of price differences that are geographic (buying at a cheap location and selling at an
expensive one), product-related (mixing and blending of coal to increase the value), and time-related
(buying when global prices are low, selling when they are high). The marketing segment also actively
trades in freight and storage prices to minimise the handling costs.

The company’s industrial activities include the operation of the mining sites it owns, as well as
ownership and operations of freight, handling and storage facilities. Glencore has full control of the
Prodeco mine in Colombia as well as a controlling share in Shanduka Coal in South Africa and
minority interests in Xstrata (34.5%) and the South African Umbeco (43.66%).

2.3.4. Utilities

The final group of corporate players active in the global coal trade is the end users. In this case, these
are primarily the utility companies that own and operate coal-fired power plants. As a group, energy
utilities are the largest consumers of coal in the world, and they are traditionally involved in purchasing
coal for end use in their power plants. However, as noted in Table 5 above, power companies are
becoming active not only in burning coal, but also in terms of trading in it. Electricité de France (EdF)
was the first utility to set up a separate trading desk, which it did in order to secure a steady and cheap
supply of coal for its power plants.71 EdF also has its own stevedore services in the port of
Amsterdam. Other large utilities, including RWE, E.ON and Nuon (now Vattenfall), soon followed suit.
The membership list of globalCOAL, the largest trading platform of physical coal, reads like a ‘who’s
who’ of the coal trading business. Energy utilities that feature on this membership list include Dong
Energy, Delta, E.ON, EdF, Enel, GDF Suez/Electrabel, RWE/Essent, and Vattenfall/Nuon. "

™ Coal Spot, “the World’s Top Coal Trading Companies — Reuters”, Coal Spot, <http://www.coalspot.com/news-

detail.php?nid=144&page=3> (17 November 2011).
™ Global Coal, “Market Members”, Global Coal, <http://www.globalcoal.com/services/members.cfm> (17 November 2011).
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Figure 2: Graphical depiction of the global coal market (Source: SOMO)
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2.4. The Netherlands as a coal hub for Europe

Within the Atlantic market, the Netherlands — and particularly the Dutch ports of Rotterdam and
Amsterdam — is an important hub and plays a key role in supplying the rest of Europe with coal. In
fact, together with the port of Antwerp, the combined trading at the ports of Rotterdam and Amsterdam
is seen as indicative for the entire European market. Import data from the ports of Rotterdam and
Amsterdam reveal that approximately 40.4 Mt of coal was imported into these two ports in 2011 (25.7
Mt in Rotterdam and 14.7 Mt in Amsterdam).73 In addition to Amsterdam and Rotterdam, other smaller
ports of entry include Vlissingen in Zeeland and Willemshaven in Friesland. Energie-Nederland, an
industry group representing energy companies active on the Dutch market, indicates that a total of 50
Mt of coal entered the Netherlands through all ports in 2010.* Based on these figures, coal flowing
through the Netherlands represents approximately 25% of all the coal traded in the Atlantic market in
2010." Dutch power plants only use a fraction of this coal (approximately 9 Mt, or 18% of all coal
entering the Netherlands.”® According to Energie-Nederland, the majority (41 Mt, or 82% of all coal

™ Ppersonal communication with the port authorities of Rotterdam, e-mail received 23 January 2013 and the port authorities of

Amsterdam, e-mail received 11 March 2013.

Energie-Nederland, Internal presentation to the Dutch Coal Dialogue, The Hague, November 2011.
Based on a total of 196 Mt traded in the Atlantic market, World Coal Association, “Coal Statistics”,
<http://www.worldcoal.org/resources/coal-statistics/> (17 November 2011).

Energie-Nederland, Internal presentation to the Dutch Coal Dialogue, The Hague, November 2011.
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entering the Netherlands) is re-exported to other European countries such as Germany and France.
Figure 3 depicts Dutch coal import and use compared to global coal production for the year 2010.

Figure 3: Dutch coal import and use compared to global coal production, 2010
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2.4.1. Origin of coal flowing through the Netherlands

The origin of the coal imported through the ports of Amsterdam and Rotterdam is provided in Table 6
and presented graphically in Figure 4. The combined figures for these two ports provide a fair
representation of the origins of the total imports of the Netherlands. On the basis of these figures, the
five largest source countries of coal that entered the Netherlands in 2011 were Colombia (42%), the
United States (16%), Australia (10%), South Africa (8%) and Russia (7%). An important recent
development is that the share of coal from Indonesia arriving at Dutch ports has been steadily
decreasing. Although Indonesian coal represented a significant share just a few years ago, in 2010
and 2011 not a single shipment of Indonesian coal reached the Dutch ports. The importance of South
African coal for the Netherlands has also seen a sharp decline in recent years. The decrease in the
share of coal from both Indonesia and South Africa flowing into the Netherlands is likely the result of
increasing demand in the Pacific market (primarily China and India). As a result, suppliers of the
Atlantic market, primarily Colombia, have seen a significant increase in their share of coal imported
into the Netherlands. Given ever increasing demand in the Pacific market, this is likely to remain the
case for the foreseeable future.

There are notable differences between Amsterdam and Rotterdam regarding the origin of coal that
enters these two ports. In 2011, coal imported through Rotterdam came primarily from Colombia,
Australia, and the United States, while coal imported through Amsterdam originated primarily in

" Energie-Nederland, Internal presentation to the Dutch Coal Dialogue, The Hague, November 2011.
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Colombia, the United States and Russia. Colombia and the United States are the only countries of
origin that have large volumes coming in both ports, while ships coming from other large coal
exporters tend to choose only one of the ports. For example, hardly any coal from Russia and Latvia
comes through Rotterdam, and South African or Australian coal exporters tend to ship more to
Rotterdam than to Amsterdam.

Also interesting to note is the significant variation in the origin of coal from year to year. At the port of
Rotterdam, the share of South African coal decreased significantly between 2009 and 2011, the
shares of Colombian coal increased and the US and Australian figures stayed more or less the same
with some fluctuations in the same period. In Amsterdam, bigger fluctuations could be seen in the
imports of coal from the US and Latvia and Russian coal showed a steady decrease between 2009
and 2011. The only country that has consistently maintained a high share of the total coal imports in
both ports is Colombia.

Table 6: Countries of origin of coal entering the ports of Rotterdam and Amsterdam, 2009,
2010 and 2011
Rotterdam Amsterdam Rotterdam + Amsterdam

Country

2009 2010 2009 2010 2011

of origin

Colombia 25.1%  38.2%  44.2% | 48.1% 48.9%  38.4% | 33.2%  421%  42.1%
Australia  12.1%  21.4% 157% | 0.0%  0.0% 22% | 78%  136%  10.3%
United 12.6%  13.5% 15.6% | 11.0% 36%  16.4% | 12.0% 9.9% = 15.9%
States

South 33.3%  13.5% 9.2% | 27%  2.4% 5.3% | 22.4% 9.5% 7.8%
Africa

Russia 2.8% 1.8% 17% | 24.9% 216%  14.7% | 10.6% 9.0% 6.5%
Latvia 1.6% 4.3% 22% | 48% 143% 74% | 27% 7.9% 4.1%
Canada 3.4% 2.6% 58% | 00% 0.0% 0.0% | 2.2% 1.6% 3.7%
Norway 2.2% 2.4% 15% | 0.0%  0.0% 1.0% |  1.4% 1.5% 1.3%
Poland 0.8% 0.3% 0.0% | 26% 2.2% 0.0% | 1.4% 1.0% 0.0%
Indonesia ~ 0.9% 0.0% 0.0% | 29% 0.0% 0.0% | 1.6% 0.0% 0.0%
Other 5.2% 2.0% 41% | 30% 7.0% 146%* | 47% 3.9% 8.4%
Total 100% 100% 100% | 100%  100% 100% |  100% 100% 100%

* the category “other” for the year 2011 for the port of Amsterdam includes the countries Ecuador (6.5%), Venezuela
(2.7%), the UK (2.5%) and France (1.2%) amongst others.
Source: Port of Amsterdam & Port of Rotterdam’®

® Port of Amsterdam, figures per country of origin, 2009 and 2010, information received through FOI/WOB request, 28 April
2011 and personal communication with the port authorities, e-mail received 11 March 2013. Port of Rotterdam, “Goods
Grouped by Origin and Destination”, 2009 and 2010,
<http://www.portofrotterdam.com/de/Hafen/Hafen%20Statistiken/Documents/goods_grouped_by_commodity_2010.pdf> (17
November 2011) and personal communication with the port authorities, e-mail received 23 January 2013.
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Figure 4: Origin of coal entering the ports of Rotterdam and Amsterdam, 2009-2011 (Sources:

Port of Amsterdam & Port of Rotterdam ")
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Germany is by far the biggest re-export destination for coal entering the Dutch ports. From the
Netherlands coal is transported by inland barges and railway to Germany. Of the total of 25.7 Mt of
coal that entered Rotterdam in 2011, 17.9 Mt was exported to Germany. For the figures of Amsterdam
the port authorities could only provide an estimation: in 2011 of the total of 14.7 Mt around 10 Mt was
exported to Germany. Table 7 provides an overview of the aggregate amounts of coal shipments
entering and leaving the ports of Rotterdam and Amsterdam in 2011.

 Ibid.
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Table 7: Amounts of coal entering and leaving the ports of Rotterdam and Amsterdam, in Mt,

2011

Rotterdam

Coal import 25.7
Coal export to Germany by barges 12.0
Coal export to Germany by railway 5.8
Coal export to the UK by sea vessels 1.0
Domestic transport to Nijmegen and Maasvlakte* 6.7
Amsterdam

Coal import 14.7
Coal export to Germany by barges** 8
Coal export to Germany by railway** 2
Domestic transport to Vattenfall Hemweg 8 plant in Amsterdam** 15
Domestic transport to other utilities in the Netherlands** 0.5
Coal export to the rest of Europe** 25

* SOMO estimation: the difference between Rotterdam imports and exports
** Estimation by the port authorities of Amsterdam
Source: Port of Amsterdam & Port of Rotterdam *°

It is very difficult, if not impossible, to determine exactly which shipments of coal that enter Dutch ports
are used in the six power plants in the Netherlands, and which shipments are re-exported to Germany,
France, or other European countries. The main reason for this is the fact that coal from different
sources is blended by the stevedores at the ports before being further transported to power plants in
the Netherlands, Germany, or France. According to an official at the Port of Amsterdam, blending of
coal is done at the site of the ports for the sake of energy efficiency and cost effectiveness.® By
carefully blending coal with different caloric values and ash, sulphur, and moisture contents, the best
blend is created before the coal is transported to power plants for final consumption. As a result of this
blending process, the coal transported to individual power plants can be assumed to have the same
origin mix as the port as a whole. This means that the coal use of an individual power plant can be
roughly estimated by determining through which port that plant’s coal comes.® For a number of coal
plants that are situated at or near ports (such as Vattenfall/Nuon’s Hemweg 8 plant (Amsterdam) and
E.ON’s Maasvlakte plants (Rotterdam)) and others that source their coal from a single port, this is a
fairly straightforward exercise. The origin of the coal used in each of the six Dutch power plants is
detailed in the individual company profiles in Chapter 3 below, and a graphical representation of the
Dutch supply chain based on this information is presented in Figure 6 in Section 5.2 below.

2.4.2. Individual shipments of coal to the Netherlands

Following a request using the Freedom of Information Act (Wet Openbaarheid Bestuur — WOB),
SOMO received a list from the Port of Amsterdam with the names of all the individual ships that
offloaded coal at the Amsterdam port in 2009 and 2010. This list contains the name of each vessel, its
country of origin, and the tonnage of coal it carried. The list is provided in Annex 1. In 2010, a total of

8 personal communication with the port authorities of Rotterdam, e-mail received 23 January 2013 and the port authorities of

Amsterdam, e-mail received 11 March 2013.

L. de Ridder, Unit Manager Bulk Logistics (coal chains), Haven Amsterdam, interview with authors, 7 April 2011, Amsterdam,

Netherlands.

8 . de Ridder, Unit Manager Bulk Logistics (coal chains), Haven Amsterdam, interview with authors, 7 April 2011, Amsterdam,
Netherlands.
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372 ships entered the port originating from 29 different countries, with loads ranging from 511 tonnes
of coal to 183,564 tonnes of coal.

Interestingly, the vessels originating from Colombia had by far the highest tonnage of coal, averaging
150,130 tonnes of coal per ship. The high level of imports from Colombia is thus achieved with
relatively few shipments, indicating that traders or end users tend to buy large quantities of Colombian
coal at a time. On the other hand, vessels originating from Russia averaged only 44,325 tonnes in
2010.

Somewhat more specific data can be gathered by running the names of the vessels that appear in the
list of the Port of Amsterdam through the Lloyd’s List database. Whereas the port of Amsterdam list
only makes mention of the country of origin, Lloyd’s List also lists the port of origin. Table 8 lists the
port of origin for the ten shipments with the largest cargo that arrived in Amsterdam in 2010. Note that
nine of the top ten shipments by weight originated in Colombia, with the one remaining top shipment
originating in South Africa.

Table 8: Top ten shipments (by weight) of coal entering Amsterdam, 2010

Vessel name Coal cargo (tonnes) Country of origin Port of origin

LEO FELICITY 183,564 Colombia Pozos Colorados Terminal
CAPE GARLAND 170,300 Colombia Puerto Bolivar or Santa Marta*
CAPE APRICOT 170,114 Colombia Puerto Bolivar

HEROIC 169,030 Colombia Santa Marta

BULK INDIA 168,894 Colombia Santa Marta

BULK INDIA 168,612 Colombia Santa Marta

STELLA 166,418 South Africa Richards Bay

NAVIOS STELLAR 166,300 Colombia Santa Marta

CAPE GARLAND 165,665 Colombia Puerto Bolivar or Santa Marta*
NAVIOS STELLAR 165,263 Colombia Santa Marta

* Cape Garland arrived in Amsterdam five times in 2010. Four of these five times, it departed from Puerto Bolivar and
once from Santa Marta. It is unclear which of the shipments originated from which port. Sources: Port of Amsterdam®
and Lloyds List*

In some cases, identifying the port of origin of coal-laden vessels arriving in the Netherlands gives a
more precise indication as to the possible mine of origin. For example, the Colombian Puerto Bolivar is
used exclusively by Cerrején to export its coal, and the coal from two of the above shipments can be
assumed to originate from the Cerrejon mine. Table 9 gives an overview of all the individual shipments
from Puerto Bolivar (thus originating from the Cerrejon mine) to Amsterdam in 2010.

8 Port of Amsterdam, list of coal vessels entering the port, 2009 and 2010, information received through FOI/WOB request, 28
April 2011.
8 Lloyds List Intelligence database, <http://www.lloydslistintelligence.com/llint/index.htm>, (5 October 2011).
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Table 9: Vessels from Puerto Bolivar entering the port of Amsterdam, 2010

Name Tonnes Country of Origin Port of origin
CAPE GARLAND* 170,300 Colombia Puerto Bolivar or Santa Marta
CAPE APRICOT 170,114 Colombia Puerto Bolivar
CAPE GARLAND* 165,665 Colombia Puerto Bolivar or Santa Marta
GRACEFUL MADONNA 163,897 Colombia Puerto Bolivar
CAPE BRITANNIA 163,579 Colombia Puerto Bolivar
CAPE GARLAND* 163,286 Colombia Puerto Bolivar or Santa Marta
CHINA STEEL RESPONSIBILITY 163,261 Colombia Puerto Bolivar
CAPE BRITANNIA 163,039 Colombia Puerto Bolivar
CAPE GARLAND* 162,970 Colombia Puerto Bolivar or Santa Marta
STX NOBLE 162,201 Colombia Puerto Bolivar
CAPE TAVOR 160,740 Colombia Puerto Bolivar
CORINTHIAN PHOENIX 160,356 Colombia Puerto Bolivar
CE-ALLIANCE 159,803 Colombia Puerto Bolivar
SONIA 159,465 Colombia Puerto Bolivar
CE-ALLIANCE 159,419 Colombia Puerto Bolivar
KANARIS 158,951 Colombia Puerto Bolivar
PARTAGAS 158,032 Colombia Puerto Bolivar
MAHA ANOSHA 157,683 Colombia Puerto Bolivar
CAPE OCEANIA 142,170 Colombia Puerto Bolivar
SKS MERSEY 114,166 Colombia Puerto Bolivar
SKS MERSEY 114,065 Colombia Puerto Bolivar
CAPE GARLAND* 88,299 Colombia Puerto Bolivar or Santa Marta

*Cape Garland arrived in Amsterdam five times in 2010. Four of these five times, it departed from Puerto Bolivar and
once from Santa Marta.
Sources: Port of Amsterdam® and Lloyds List®®

On the basis of this data, it can be concluded that at least 3.2 Mt of coal from the Cerrejon mine
arrived at the port of Amsterdam in 2010.%" That represents approximately 24% of all the coal that
came into this port. Similar analyses can be made using the list of coal-laden vessels arriving in the
Netherlands provided in Annex 1, and combining the vessel names with their port of origin as found in
Lloyds List. A complete analysis of the ports of origin for all vessels was beyond the scope of this
research. Additional information on specific Colombian mines of origin can be found in the industry
periodical Coal Americas. Coal Americas lists approximately 8.4 Mt of Colombian coal being imported
into the Netherlands in the months August-November 2011 alone. The mining companies exporting
this coal arriving in the Netherlands in August-November 2011 include Cerrejon (at least 3.3 Mt),
Drummond (at least 2.2 Mt), Prodeco (at least 1.8 Mt), and Diamond Coal/Vale (at least 578,976
tonnes). Electricité de France (EDF) was the most important identified importer of coal from
Drummond in August-November 2011, though the end user of most of the shipments from Drummond
was listed as “not available”. The vast majority of the coal from Drummond was imported through the
Port of Rotterdam.®

% Pport of Amsterdam, list of coal vessels entering the port, 2009 and 2010, information received through FOI/WOB request, 28

April 2011.

Lloyds List Intelligence database, <http://www.lloydslistintelligence.com/llint/index.htm>, (5 October 2011).

This is the most conservative estimate, assuming that the Cape Garland with the heaviest cargo departed from Santa Marta
and not from Puerto Bolivar.

8 Coal Americas, Issues 240-243, October 2011 - January 2012.
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3. The origin of coal used by power
companies operating in the Netherlands

This chapter traces the origin of the coal used in Dutch power plants. It also describes the power
companies’ coal procurement policies and practices and the degree of transparency each provides
about the origin of the coal it consumes. There are currently six electric utility companies active in the
Netherlands with installed coal-fired electricity generation capacity: E.ON, EPZ (owned by Delta and
RWE/Essent), GDF Suez/Electrabel, RWE/Essent, Vattenfall/Nuon and DONG Energy (which does
not have electricity generation capacity in the Netherlands, but does have coal-fired plants in
Denmark). The total net installed capacity of the six Dutch coal-fired power plants is just over 4,100
MW (see Table 10 below).

Table 10: Operational coal-fired power plants in the Netherlands, 2010

Power plant Location Company Generation capacity (MW)
Amer Geertruidenberg RWE/Essent 1,245
Maasvlakte 1 & 2 Rotterdam E.ON 1,040
Hemweg 8 Amsterdam Vattenfall/Nuon 630
Gelderland Nijmegen GDF Suez/Electrabel 590
Borssele Borssele EPZ (Delta & 426
Willem-Alexander Buggenum Vattenfall/Nuon 253
Total 4,184

Based on individual company websites

3.1. E.ON

Headquartered in Germany, E.ON is the largest electricity company in Europe in terms of installed
electricity generation capacity. Approximately one-third of the company’s total installed capacity
consists of coal-fired power plants.®

3.1.1. Company-wide coal procurement
Procurement by country of origin

In 2010, E.ON procured a total of 21.8 Mt of coal, a 50% decrease compared with 2009. The decline
in the quantity of coal purchased can be attributed to the sale of E.ON US and the divestment of some
coal-fired power plants in Germany. Around 50% of all the coal purchased by E.ON originates from
Russia and Colombia. Other important sourcing countries are South Africa, the UK, and Germany.
Table 11 details the national origin of all coal procured by E.ON in 2010.

¥ SOMO, Sustainability in the Dutch Power Sector 2010, (Amsterdam: SOMO), < http://somo.nl/publications-

nl/Publication_3598-nl/> (10 November 2011).
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Table 11: Origin of coal used by E.ON, 2010

Country of origin Coal procured (tonnes x 1,000) Percentage of total
Colombia 5,577 25.6%
Russia 5,164 23.7%
South Africa 3,321 15.2%
UK 3,319 15.2%
Germany 2,536 11.6%
USA 794 3.6%
Poland 496 2.3%
Norway 225 1.0%
Indonesia 153 0.7%
Australia 145 0.7%
Spain 67 0.3%
Total 21,797 100%

Source: E.ON%
Figure 5 shows the company’s global coal procurement flows.

Figure 5. E.ON coal procurement flows, 2010
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Procurement by mine of origin

E.ON does not provide a comprehensive list of the specific mines (or mining companies) in the
countries from which it sources coal, nor did it provide this information when requested by SOMO.*

% E.ON website, Responsibility, “Progress Towards Responsible Procurement”
<http://www.eon.com/en/responsibility/29272.jsp> (18 July 2011).

E.ON Energy Trading website, Company, What we do, “Coal and Freight trading”, <http://www.eon-energy-
trading.com/cms/en/coal_biofuels_freight.jsp> (18 July 2011).

2 E.ON response to SOMO questionnaire on the origin of fuels, 14 June 2011.
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However, some information on E.ON'’s sourcing of coal is available through company communications
and other sources.

O Colombia: E.ON currently purchases 10% of the total exports of the Cerrején coal mine, which
exports approximately 30 Mt annually.93 This means that E.ON purchases approximately 3 Mt
of coal per year from Cerrejon. As part of a 2010 investigation by the Dutch television
programme Netwerk, E.ON admitted that, in addition to Cerrejon, it has also done business
with Drummond in Colombia.** In addition, Coal Americas identifies two shipments of coal
totalling 169,172 tonnes commissioned by E.ON from the Vale Diamond coal mine in
Colombia arriving in the Port of Rotterdam in October 2011, and 21,589 tonnes of coal from
the Prodeco coal mine coming through Antwerp for E.ON in August 2011.%°

O UK: For its Ratcliffe power plant in the UK, E.ON sources its coal from the UK’s largest coal
producer UK Coal Plc.® In 2007, the company signed a five year contract with UK Coal for the
supply of six Mt of coal over the course of five years.97

3.1.2. Coal-fired power plants in the Netherlands

In the Netherlands, E.ON operates through its subsidiary E.ON Benelux. In the Maasvlakte industrial
area in the harbour of Rotterdam, E.ON Benelux operates the Maasvlakte Power Plant 1 and 2 (MPP1
& MPP2) with a total installed electricity generation capacity of 1,040 MW. Due to the geographic
location of the MPP1 and MPP2 units in the Rotterdam harbour area, coal for electricity generation is
supplied directly from EMO.*® E.ON Benelux does not disclose any information about the origin
(neither country nor mine) of coal used in the Maasvlakte power plants, nor did it provide this
information when requested by SOMO.*® However, given the fact that the Maasvlakte plant receives
its coal through the port of Rotterdam, it can be assumed to have a similar origin mix as the total
quantity of coal entering the port of Rotterdam.'® This means that the coal used in E.ON’s Maasvlakte
plants in 2010 can be assumed to come primarily from Colombia (32%), Australia (21%), South Africa
(14%), USA (14%), and Latvia (4%)."™* Given the high percentage of Colombian coal in this mix, and
E.ON’s admission that it sources from the Cerrejon coal mine in Colombia'® and that it does business

% E.ON, “Positions: The E.ON Magazine on Corporate Responsibility”, June 2010,

<http://www.eon.com/en/downloads/E.ON_CR_Magazin_US.pdf> (11 November 2011).

Netwerk, “Factsheet steenkool” (document accompanying Netwerk report “Energiebedrijven medeplichtig aan moord”,
<http://www.netwerk.tv/data/files/factsheet%20steenkoolwinning.pdf> (22 November 2011). Netwerk claims that a “high
level” E.ON manager made this admission to them but wanted his identity to be kept confidential. When SOMO asked E.ON
to verify the assertion, the company would neither confirm nor deny its accuracy.

Coal Americas, Issues 235 and 240, September and December 2011.

UK Coal website, About Us, Customers & Markets, “Electricity Supply Industry”, <http://www.ukcoal.com/electricity-supply-
industry> (19 July 2011).

UK Coal press release, “New five year coal supply contract agreed with E.ON”, <http://www.ukcoal.com/news-
item&item=51178830589190> (19July 2011).

E.ON Benelux website, “Maasvlakte”, <http://www.eon-benelux.com/eonwww/publishing.nsf/Content/Maasvlakte> (19 July
2011).

E.ON response to SOMO questionnaire on the origin of fuels, 14 June 2011.

Assumption made based on the fact that coal blending is done at the port before transport to the power plant. L. de Ridder,
Unit Manager Bulk Logistics (coal chains), Haven Amsterdam, interview with authors, 7 April 2011, Amsterdam, Netherlands.
This is the origin mix of the total amount of coal that entered the port of Rotterdam in 2010. Port of Rotterdam, “Goods
Grouped by Origin and Destination”, 2009 and 2010,
<http://www.portofrotterdam.com/de/Hafen/Hafen%20Statistiken/Documents/goods_grouped_by commodity 2010.pdf> (17
November 2011).

E.ON, “Positions: The E.ON Magazine on Corporate Responsibility”, June 2010,
<http://www.eon.com/en/downloads/E.ON_CR_Magazin_US.pdf> (11 November 2011).
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with Drummond,*® it can be assumed that coal from the Cerrején and Drummond mines is used in the

Maasvlakte power station.

E.ON Benelux is currently engaged in the construction of a new coal-fired power plant, the Maasvlakte
Power Plant 3 (MPP3). The power plant is planned to have a net installed capacity of 1,070 MW. This
means that it will be one of the largest coal-fired power units in the world. The company’s aim is to
have a 20% biomass co-firing capacity for the plant. The total costs for the project are estimated at
€1.2 billion, and the plant is expected to be operational in 2012."* Just as for the other two units at the
Maasvlakte industrial area, coal for the MPP3 is to be supplied directly from EMO in the port of
Rotterdam and will thus have the same coal origin mix as the current Maasvlakte stations.'®

3.1.3. Coal trading

E.ON'’s trading arm is E.ON Energy Trading, based in Dusseldorf, Germany. In 2010, E.ON traded a
total quantity of 289 Mt of coal, of which around 22 Mt was for its own use. E.ON trades coal futures at
the ICE exchange in London, UK, and the European Energy Exchange (EEX) in Leipzig, Germany.
E.ON is involved in exchange-traded as well over-the-counter (OTC) products.106

3.1.4. Supply chain responsibility policies

E.ON acknowledges that its procurement of fuels such as coal can be associated with negative
impacts on people and the environment. As part of its corporate responsibility policy, E.ON has
established a set of Responsible Procurement Principles.'®” The principles, which are based on the
UN Global Compact, outline the minimum requirements to which all its suppliers must adhere and aim
to minimise negative impacts. E.ON explicitly states that this policy applies to suppliers of raw
materials, such as coal, biomass and uranium.*® According to the company, “Our supplier
qualification program is an important instrument for initiating improvements in the social and ecological
standards along our supply chain — not only of those of our suppliers, but of the mines and processing
sites as well. Since 2009 [corporate responsibility] compliance has been included alongside economic
criteria as a mandatory component of our supplier audits. To this end, we work with an international

auditing firm to train our auditors”.**

In 2010, E.ON undertook the following concrete steps to improve its coal procurement practices:

198 Netwerk, “Factsheet steenkool” (document accompanying Netwerk report “Energiebedrijven medeplichtig aan moord”,
<http://www.netwerk.tv/data/files/factsheet%20steenkoolwinning.pdf> (22 November 2011). Netwerk claims that a “high
level” E.ON manager made this admission to them but wanted his identity to be kept confidential. When SOMO asked E.ON
to verify the assertion, the company would neither confirm nor deny its accuracy.

E.ON Benelux website, “Maasvlakte”, <http://www.eon-benelux.com/eonwww/publishing.nsf/Content/Maasvlakte> (19 July

2011).

105 E ON Benelux website, “Maasvlakte”, <http://www.eon-benelux.com/eonwwwi/publishing.nsf/Content/Maasvlakte> (19 July
2011).

1% E ON website, Business areas, Trading, “Market Activity, <http:/m/www.eon.com/en/businessareas/41287.jsp> (18 July
2011).

7 E.ON Responsible Procurement Policy, 20-03-07, <http://www.eon.com/en/downloads/1107_EON_Procurement_Policy.pdf>
(19 July 2011).

1% E ON website, Responsibility, CR Performance, Responsible Procurement, Performance Report 2010; E.ON website,
Responsibility, CR Performance, Responsible Procurement, “Progress Toward Responsible Procurement”,
<http://www.eon.com/en/responsibility/29272.jsp>; and E.ON website, Responsibility, CR in Practice, Responsible
Procurement, “A Systematic Approach to Responsible Procurement”, <http://www.eon.com/en/responsibility/29274.jsp> (19
July 2011).

19 E ON website, Responsibility, CR Performance, Responsible Procurement, “Progress Toward Responsible Procurement”,
<http://www.eon.com/en/responsibility/29272.jsp> and E.ON website, Responsibility, CR in Practice, Responsible
Procurement, “A Systematic Approach to Responsible Procurement”, <http://www.eon.com/en/responsibility/29274.jsp> (19
July 2011).
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O The company conducted audits at two supplier coal mines: the Cerrejon mine in Colombia and
an unspecified mine in South Africa.*® E.ON provides no further information on the outcomes
or findings of the audits, but does note that, “Independent external auditors conducted the
local CR audits. After the audits, we worked with the mining companies to develop action
plans that outlined corrective measures and areas for improvement. Two further audits of coal
mines are planned for 2011 v L

O E.ON is taking part in the Dutch Coal Dialogue,*** which aims to improve transparency and
social and environmental conditions in the coal supply chain, and the Better Coal Initiative,**
which strives for the continuing improvement of the coal supply chain, focusing on coal mines
in particular. Both of these initiatives were only recently launched (in 2010 and 2011,
respectively), and neither has, as yet, led the company to provide any additional transparency
on the origin of its coal.

3.2. Vattenfall/Nuon

Vattenfall is one of Europe’s largest generators of electricity and the largest producer of heat.
Vattenfall is also engaged in energy trading and lignite mining. The parent company, Vattenfall AB, is
100%-owned by the Swedish state. The core markets of the company are Sweden, Germany, and the
Netherlands, although Vattenfall also has activities in Denmark, Finland, and the UK.*** In 2011, the
company sold all its operations in Belgium and Poland.™™ Since 1 July 2009, Vattenfall is active in the
Netherlands through its subsidiary NV Nuon Energy. In 2010, Vattenfall had a total installed coal-fired
electricity capacity of 12,350 MW™'® and generated 73 TWh electricity from hard coal and lignite.**’
However, in September 2011, Vattenfall’'s Chief Executive Qystein Lgseth said in an interview with the
Swedish newspaper, Svenska Dagbladet, that Vattenfall would consider divesting Dutch and German
coal power plants in order to meet the company’s strategic objective of reducing carbon emissions
from the current 90 Mt to 65 million by 2020."® No concrete decisions or actions have been taken with
regard to this statement.

10 E ON, “Positions: The E.ON Magazine on Corporate Responsibility”, June 2010,

<http://www.eon.com/en/downloads/E.ON_CR_Magazin_US.pdf> (11 November 2011).

E.ON website, Responsibility, CR Performance, Progress Toward Responsible Procurement,

<http://www.eon.com/en/responsibility/29272.jsp> and <http://www.eon.com/en/responsibility/29274.jsp> (19 July 2011).

12 Energie-Nederland website, “Verantwoord inkopen en winnen van kolen”, <http:/Avww.energie-
nederland.nl/nieuws/verantwoord-inkopen-en-winnen-van-kolen/> (11 November 2011).

13 Better Coal website, <http://bettercoal.org/> (11 November 2011)

14 vattenfall, Annual Report 2010, p. 2.

15 K. Mortelmans, ‘Eni koopt Nuon Belgié’, 27 July 2011, Energeia, <http://www.energeia.nl/news.php?ID=46777> (28 August
2011); BizPoland website, “Vattenfall announces sales”, 24 August 2011,
<http://www.bizpoland.pl/news/index.php?contentid=210569&title=Vattenfall_announces_sales>; and |. Bokkerink, “Poolse
exit Nuon-moeder Vattenfall”, 24 August 2011, Het Financieele Dagblad.

18 vattenfall, Annual Report 2010, p. 36.

"7 51 TWh electricity from hard coal and 22 TWh from lignite. Vattenfall CSR Report 2010, p. 49.

18 Reuters Africa, “Vattenfall eyes sale of some coal-fired plants”, 30 September 2011, Reuters Africa,
<http://af.reuters.com/article/energyOilNews/idAFLSE7KU1T220110930> (30 October 2011); W. Hylkema, “Vattenfall bereid
Nuons kolencentrales te verkopen”, Energeia, 30 September 2011, <http://www.energeia.nl/news.php?ID=47297> (30
October 2011).

111

35



The Black Box

3.2.1. Company-wide coal procurement
Procurement by country of origin

In 2010, Vattenfall consumed approximately 12 Mt of coal in its power plants in Germany, Denmark,
and the Netherlands.™ In 2007, Vattenfall procured its hard coal from Russia, South Africa, Colombia,
and Poland,'® but the company no longer provides current figures on the origin of coal procured for its
operations, nor did it provide this information when requested by SOMO.*** Nuon also explicitly states
in its 2009 CSR report that it does not provide detailed figures for the quantities of raw materials it
purchases because this information would be “competition-sensitive”.*** Vattenfall indicates that, for
its operations, the quantity of coal procured on the spot market varies between 15-25%."** The

remaining 75-85% is assumed to be procured through direct contracts with mining companies.

Procurement by mine of origin

Vattenfall/Nuon does not make public any information about the specific mines (or mining companies)
in the countries from which it sources coal, nor did it provide this information when requested by
SOMO. In response to the SOMO questionnaire on the origin of fuels used for electricity generation,
Vattenfall/Nuon indicated that it regards detailed information on sourcing and trading as commercially
sensitive and therefore does not disclose specific data on mines, operators, plants or trading
partners.'** However, according to DanWatch, in 2008 Vattenfall imported 1.1 million tonnes of coal
from the Cerrején mine in Colombia.™® Coal Americas lists Vattenfall/Nuon as having imported at least
735,827 tonnes of coal from Cerrejon through the ports of Rotterdam and Amsterdam, and another
155,760 tonnes from Cerrejon through the port of Ensted, Denmark, in August-November 2011
alone.*®® In addition, an investigation carried out by Dutch TV programme Netwerk in 2010 revealed
that Vattenfall/Nuon also sources coal from Drummond in Colombia.**’

3.2.2. Coal-fired power plants in the Netherlands

Vattenfall/Nuon operates two coal-fired power plants in the Netherlands: Hemweg 8 in Amsterdam and
the Willem-Alexander power plant in Buggenum. Hemweg 8 has an installed capacity of 630 MW and
uses 36,000 tonnes of coal every week, which amounts to 1.6 Mt per year. The hard coal is supplied
via the Amsterdam stevedore company OBA, which is located two kilometres from the power plant.
From OBA there is a direct conveyor belt to Hemweg 8 on which the hard coal is transported to the
plant.*?®

19 vattenfall/Nuon response to SOMO questionnaire on the origin of fuels, 4 July 2011.

120 y/attenfall, 2007 CSR Report,
<http://report.vattenfall.com/csrreport2007/Menu/What+we+are+doing/Benchmark+of+the+Industry/Case+-
+Responsible+procurement+of+resources> (11 November 2011).

121 yattenfall/Nuon response to SOMO questionnaire on the origin of fuels, 4 July 2011.

122 Nuon Corporate Social Responsibility Report 2009, p.80.

123 yattenfall/Nuon response to SOMO questionnaire on the origin of fuels, 4 July 2011.

124 yattenfall/Nuon response to SOMO questionnaire on the origin of fuels, 4 July 2011.

2 D.R. Adamsen, A. S.Poulsen & M. U. Swart, “The Curse of Coal”, DanWatch, May 2010,
<http://www.danwatch.dk/images/Reports/curse%200f%20coal_english.pdf>, p. 15.

126 Coal Americas, Issues 240-243, October 2011 - January 2012.

27 Netwerk, “Factsheet steenkool” (document accompanying Netwerk report “Energiebedrijven medeplichtig aan moord”,
<http://www.netwerk.tv/data/files/factsheet%20steenkoolwinning.pdf> (22 November 2011).

128 Nuon website, Het bedrijf, Activiteiten, Opwekken van energie, Centrales, “Centrales cluster Amsterdam”,
<http://www.nuon.com/nl/het-bedrijf/kernactiviteiten/opwekken-energie/centrales/cluster-amsterdam.jsp> and Vattenfall
power plants website, “Hemweg”, <http://powerplants.vattenfall.nl/powerplant/hemweg> (7 November 2011).
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Vattenfall/Nuon does not make public any information about the specific countries, mines, or mining
companies from which it sources coal for the Hemweg 8 plant, nor did it provide this information when
requested by SOMO. It regards this information as “competition-sensitive”.**®> However, given the fact
that the Hemweg 8 plant receives its coal through the port of Amsterdam, it can be assumed to have a
similar origin mix as the total quantity of coal entering the port of Amsterdam.™ This means that the
coal used in Hemweg 8 in 2010 can be assumed to come primarily from Colombia (49%), Russia
(22%), Latvia (14%), and South Africa (3%).131 With regard to specific mines in Colombia, given that
24% of the coal that entered the Port of Amsterdam in 2010 originated in the Puerto Bolivar port used
solely by Cerrejon in Colombia,™* it can be assumed that coal from the Cerrején mine is used in the
Hemweg 8 power station. In addition, in September 2009, the Port of Amsterdam reported on the
maiden voyage of the bulk carrier MV Aquamarine, which had docked at the OBA in Amsterdam on 28
August 2009 with a cargo of coal originating from Puerto Drummond, Colombia. According to the port
authorities, this coal was destined for Nuon’s Hemweg 8 power plant.*** Furthermore, in 2010 the
Dutch TV programme Netwerk confirmed that Nuon sources coal from Drummond in Colombia.***
Given the Port of Amsterdam’s report on the shipment from Puerto Drummond for Nuon, and
Netwerk’s confirmation of Nuon’s relationship with Drummond, it can thus also be assumed that coal
from the Drummond mines in Colombia is used in the Hemweg 8 power station.

Nuon’s other coal-fired plant in the Netherlands is the 253 MW Willem-Alexander power plant in
Buggenum. The plant has a so-called “integrated gasification combine cycle (IGCC) engine”, which
gasifies coal before burning to increase efficiency. % The plant uses 2,000 tonnes of coal per day, or
approximately 730,000 tonnes per year. The coal is supplied via the ports of Rotterdam and
IImuiden.**® Again, Vattenfall/Nuon does not disclose information on the origin of the coal used in the
Willem-Alexander power plant. The fact that the coal is sourced from two ports (Rotterdam and
IImuiden) makes it more difficult to make assumptions about the origin mix based on blending in the
ports.

Vattenfall/Nuon had been planning a coal gasification plant for the combustion of coal, gas, and
biomass in Eemshaven, near Groningen in the Netherlands. However, in April 2011, the company
announced that it was postponing the start of construction of the coal-fired part of the Magnum plant
until 2020, and the plant would at least initially be a fully gas-fired plant.™*’

129 vattenfall/Nuon response to SOMO questionnaire on the origin of fuels, 4 July 2011; and Nuon Corporate Social
Responsibility Report 2009, p.80.

1% Assumption made based on the fact that coal blending is done at the port before transport to the power plant. L. de Ridder,

Unit Manager Bulk Logistics (coal chains), Haven Amsterdam, interview with authors, 7 April 2011, Amsterdam, Netherlands.

This is the origin mix of the total amount of coal that entered the Port of Amsterdam in 2010. Port of Amsterdam, figures per

country of origin, 2009 and 2010, FOIA/WOB request, 28 April 2011.

32 port of Amsterdam, figures per country of origin, 2009 and 2010, information received through FOI/WOB request, 28 April
2011.

133 port of Amsterdam press release, ‘Maiden Voyage of MV Aquamarine’, 2 September 2009,
<http://www.portofamsterdam.com/smartsite.dws?id=22399> (22 March 2011)

13 Netwerk, “Factsheet steenkool” (document accompanying Netwerk report “Energiebedrijven medeplichtig aan moord”,
<http://www.netwerk.tv/data/files/factsheet%20steenkoolwinning.pdf> (22 November 2011).

¥ NETL website, Gasifipedia, Applications, Power-IGCC, Project Examples, “Nuon Power Buggenum IGCC Plant”,
<http://www.netl.doe.gov/technologies/coalpower/gasification/gasifipedia/6-apps/6-2-6-4_nuon.html> and Vattenfall power
plants website, “Willem Alexander”, <http://powerplants.vattenfall.com/powerplant/willem-alexander> (31 March 2011).

1% Nuon website, Het bedrijf, Activiteiten, Opwekken van energie, Centrales, “Willem-Alexander Centrale te

Buggenum”,<http://www.nuon.com/nl/het-bedrijf/kernactiviteiten/opwekken-energie/centrales/buggenum/> (31 March 2011).

M. Persson, Volkskrant, “Nuon ziet tijdelijk af van kolen in centrale Eemshaven”, 8 April 2011,

<http://www.volkskrant.nl/vk/nl/2844/Archief/archief/article/detail/1872111/2011/04/08/Nuon-ziet-tijdelijk-af-van-kolen-in-
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3.2.3. Coal trading

In addition to the approximately 12 Mt of coal that the company combusts in its power plants every
year, Vattenfall/Nuon also trades in coal. All of Vattenfall/Nuon’s coal trading activities are handled in
the company’s Amsterdam and Copenhagen offices. Vattenfall/Nuon’s annual physical coal turnover is
approximately 12-18 Mt, but its financial coal turnover is approximately 100 Mt per year.'*®

In 2009, Vattenfall founded a shipping company that manages small deliveries of coal in the Baltic Sea
between Russia, Poland, Germany and Denmark. The firm VT Shipping A/S has an office in
Copenhagen. It is a wholly-owned subsidiary of Vattenfall’s trading arm, Vattenfall Trading Services.
VT Shipping supplies hard coal deliveries to Vattenfall’s power plants and leases its vessels to third
parties.139

3.2.4. Supply chain responsibility policies

Vattenfall has a code of conduct for suppliers that is based on the UN Global Compact.140 To make

sure that all suppliers accept the code of conduct for suppliers and live up to the minimum standards,
suppliers have to go through a qualification process that is managed by a web-based application
called Vattenfall Supplier Bank. This application is accessible through Vattenfall’s website. The
Supplier Bank is gradually being rolled out across the Vattenfall Group. At year-end 2009, around
3,000 suppliers had accepted Vattenfall’s code of conduct in the Supplier Bank.*** In 2009, the code of
conduct for suppliers was included as part of all new or renegotiated supplier contracts.™* Vattenfall's
Dutch subsidiary Nuon claims that it “is in the process of embedding its code of conduct in its
investment and purchasing processes”.*** How the embedding is taking place is not entirely clear, but
the company has indicated that it performs risk reviews on human rights and corruption before
finalising coal contracts. However, the results of these risk reviews have not been made public.144

Vattenfall audits its hard coal suppliers against the ten principles of the UN Global Compact. As of 1
January 2011, 6% of Vattenfall's suppliers of hard coal for its own operations (excluding suppliers of
coal that it merely trades) had undergone auditing.** The suppliers that have been audited are large
suppliers, representing 17.9% of the total quantity of coal used by the company in 2009.%

According to the company, most of Vattenfall’s audit visits last approximately five days, with
inspections beginning at the supplier's head office. The audit team then visits the mine to inspect
operational social responsibility guidelines and routines, as well as any voluntary community projects
in which the supplier is involved. Meetings are also held with regulatory authorities outside the
company to ensure legal compliance and to discuss “other matters of interest”. If an audit sheds light
on conditions that are not in compliance with the company’s supplier code of conduct, Vattenfall

%8 G. Carpenter, ‘Vattenfall centers physical, financial coal trading at ex-Nuon desk’, Platts International Coal Report, p. 24,
London, 7 December 2009.

% G. Carpenter, ‘Vattenfall forms shipping arm’, Platts International Coal Report, p. 24, London, 7 December 2009.

149 vattenfall website, Our company, Our business, For suppliers, “Code of Conduct for Suppliers”,
<http://lwww.vattenfall.com/en/code-of-conduct-for-suppliers.htm> (14 October 2011).
Vattenfall website, Our company, Our business, For suppliers, “Supplier Qualification in Vattenfall Supplier Bank”,
<http://www.vattenfall.com/en/supplier-qualification-in-vat.htm>; “Vattenfall Supplier Bank Qualification process”
<http://www.vattenfall.com/en/file/VSB_flow_8459771.pdf> (14 October 2011).

142 vattenfall CSR Report 2009, p. 68

% Nuon CSR Report 2008, p. 98, Nuon CSR Report 2009, p. 82 and Nuon Annual Report 2010, p. 94.

4 Nuon, Amsterdam, 13 August 2010, meeting with T. Steinweg and K. Racz, SOMO.

4% vattenfall CSR Report 2010, p. 61.

146 vattenfall CSR Report 2009, p. 68
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issues recommendations for improvements. If suppliers fail to undertake improvement measures, they
will not be awarded new procurement contracts.**’

Vattenfall/Nuon is also taking part in the Dutch Coal Dialogue,**® which aims to improve transparency
and social and environmental conditions in the coal supply chain, and the Better Coal Initiative,**°
which strives for the continuing improvement of the coal supply chain, focusing on coal mines in
particular. Both of these initiatives were only recently launched (in 2010 and 2011, respectively), and
neither has, as yet, led the company to provide any additional transparency on the origin of its coal.

3.3. GDF Suez/Electrabel

GDF Suez/Electrabel is a multinational energy company involved in natural gas production, sale and
distribution, electricity generation and distribution, hydroelectricity, wind power and energy trading.
The company’s biggest shareholder with 36% of the shares is the French state.®® Of GDF Suez’s total
worldwide installed capacity of 64.4 GW, approximately 11% are coal-fired power stations, which
amounts to a total coal capacity of around 7,100 MW."" Electrabel is the branch of GDF Suez active
in the Benelux region. GDF Suez/Electrabel is the largest producer of electricity in the Netherlands
and the fourth largest supplier of electricity.

3.3.1. Company-wide coal procurement

GDF Suez/Electrabel does not make public any information about the quantities or the origins (either
countries or mines or mining companies) of the coal it uses at the overall company level, nor did it
provide this information when requested by SOMO.™ However, Coal Americas lists GDF
Suez/Electrabel as having imported 322,809 tonnes of coal from the Cerrejon coal mine in Colombia
through the ports of Amsterdam and Rotterdam in August-November 2011 alone.™® In addition, the
company does provide detailed information about the origin of the coal used in its Gelderland power
station in the Netherlands, which primarily sources coal from Colombia and South Africa (see Section
3.3.2 below).

GDF Suez Trading is GDF Suez’s fully-owned trading arm. With various offices around Europe and
Asia it trades in coal from Richards Bay (South Africa), Newcastle (Australia) and imported coal in
Europe as well as coal related financial products.™*

147 vattenfall online CSR Report 2007, What we are doing, Benchmark of the industry, “Case — Responsible procurement of
resources”, <http://report.vattenfall.com/csrreport2007/Menu/What+we+are+doing/Benchmark+of+the+Industry/Case+-
+Responsible+procurement+of+resources> (14 October 2011).

48 Energie-Nederland website, “Verantwoord inkopen en winnen van kolen”, <http:/Avww.energie-
nederland.nl/nieuws/verantwoord-inkopen-en-winnen-van-kolen/> (11 November 2011).

149 Better Coal website, <http://bettercoal.org/> (11 November 2011).

1% GDF Suez Reference Document 2010, April 2011, p. 263,
<http://www.gdfsuez.com/en/finance/investors/publications/publications/> (19 August 2011).

! GDF Suez Reference Document 2010, April 2011, p. 10,

<http://www.gdfsuez.com/en/finance/investors/publications/publications/> (19 August 2011).

GDF Suez/Electrabel response to SOMO questionnaire on the origin of fuels, 8 June 2011.

%% Coal Americas, Issues 240-243, October 2011 - January 2012.

!** GDF Suez Trading website, About us, “Portrait”, <http://www.gdfsuez-trading.com/en/about-us/portrait/portrait/>; GDF Suez
Trading website, Markets & Products, “Coal”, <http://www.gdfsuez-trading.com/en/markets-products/coal/coal/> (31 October
2011).
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3.3.2. Coal-fired power plants in the Netherlands

The Gelderland power station in Nijmegen, the Netherlands, is GDF Suez/Electrabel’s only coal-fired
power plant in the Netherlands. It has a total installed capacity of 590 MW, of which 30% (180 MW)
can be theoretically used for biomass co-firing.™ In contrast to the lack of information about the
origins of coal used by the company as a whole, in March 2011 Electrabel issued a brief with relatively
detailed information about the quantities, national origins, and ports of entry of the coal it uses in the
Gelderland power station.™® The power station combusts approximately one million tonne of hard coal
per year, the vast majority (78%) of which comes from Colombia. The Gelderland power station is
supplied from the three major ports in the Benelux region. The countries of origin, quantities of coal
used in the power station, and ports of entry are detailed in Table 12.

Table 12: Origin of coal used in the Gelderland power station, 2011

Coal procured

(tonnes x 1,000) Percentage of total Port of entry

Country of origin

Colombia 738.9 78% Amsterdam, Rotterdam

Russia 106.2 11% Amsterdam, Rotterdam, Antwerp
USA 64.5 7% Rotterdam, Antwerp

South Africa 29.5 3% Rotterdam, Antwerp

Poland 11.2 1% Antwerp

Total 950.3 100%

Source: Electrabel™’

GDF Suez/Electrabel does not make public any information on the specific mines or mining
companies in the countries from which it sources coal for the Gelderland plant, nor did it provide this
information when requested by SOMO.**®

3.3.3. Supply chain responsibility policies

GDF Suez/Electrabel has an Ethics Charter and an “Ethics in Practice” Guide, which both include
requirements for suppliers. All of the company’s suppliers have to sign a CSR Commitment Statement,
which makes reference to a number of international standards for corporate responsibility, such as the
OECD Guidelines for Multinational Enterprises, ILO standards, and the Universal Declaration of
Human Rights.159 Also, in its Responsible Purchasing Policy, the company states that its suppliers
have to uphold the ten principles of the UN Global Compact, of which GDF Suez is a member.™*® GDF
Suez/Electrabel does not indicate whether it conducts audits at supplier coal mines.

GDF Suez/Electrabel is taking part in the Dutch Coal Dialogue,*® which aims to improve transparency
and social and environmental conditions in the coal supply chain, and the Better Coal Initiative,'®*

155 Electrabel website, Over Electrabel, Activiteiten, Onze centrales, “Centrale Gelderland”, <http://www.electrabel.nl/Over-
Electrabel/Activiteiten/Onze-centrales/Centrale-Gelderland.aspx> (4 November 2011).

1% ‘Kolenketen’, Electrabel publication, March 2011, <http://www.electrabel.nl/Over-Electrabel/Ons-bedrijf/Onze-

visie/Standpunten/~/media/Nieuw%20-%200ver%20Electrabel/Nieuws-berichten-

statements/Statement%20Kolenketen.ashx> (9 November 2011).

GDF Suez/Electrabel response to SOMO questionnaire on the origin of fuels, 8 June 2011.

GDF Suez/Electrabel response to SOMO questionnaire on the origin of fuels, 8 June 2011.

' GDF Suez website, Group, Supplier area, Our Responsible Purchasing Policy, “Corporate Social Responsibility Commitment
Statement”, <http://www.gdfsuez.com/en/group/supplier-area/our-responsible-purchasing-policy/corporate-social-
responsibility-commitment-statement/corporate-social-responsibility-commitment-statement/> (31 October 2011).

0 GDF Suez website, Group, Supplier area, “Our Responsible Purchasing Policy”, <http://www.gdfsuez.com/en/group/supplier-

area/our-responsible-purchasing-policy/our-responsible-purchasing-policy/> (31 October 2011).

Energie-Nederland website, “Verantwoord inkopen en winnen van kolen”, <http://www.energie-

nederland.nl/nieuws/verantwoord-inkopen-en-winnen-van-kolen/> (11 November 2011).

162 Better Coal website, <http://bettercoal.org/> (11 November 2011).
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which strives for the continuing improvement of the coal supply chain, focusing on coal mines in
particular. Both of these initiatives were only recently launched (in 2010 and 2011, respectively). It
appears that Electrabel’s March 2011 issuing of a brief with detailed information on the origin of coal
used in the Gelderland power station was a result of the company’s participation in these initiatives.

3.4. RWE/Essent

The activities of the RWE Group cover the entire energy value chain. The company is involved in oil,
gas and lignite production; the construction and operation of power plants; commaodities trading; and
electricity and gas transmission and sales. In terms of electricity sales, RWE is Europe’s third largest
power company. The company has a total installed coal and lignite capacity of around 26.1 GW, which
amounts to 50% of RWE’s total installed capacity. In the Netherlands and Belgium, the company has
an installed coal-fired capacity of 885 MW.'®® In 2009, RWE acquired the Dutch Essent N.V., which
now supplies the company’s Benelux market.

3.4.1. Company-wide coal procurement

Procurement by country of origin

Whereas RWE sources 90 Mt of lignite annually from its own mines in Germany and Hungary, %4 the

company has to procure hard coal from third parties, and approximately 70% must be imported. All the
hard coal needed to power RWE’s electricity generation plants is purchased centrally through its fully-
owned subsidiary RWE Supply & Trading. Other RWE group companies and individual power plants
are not involved in the coal purchase. RWE Supply & Trading buys a majority of its hard coal on the
international coal markets, including through third-party coal traders, in which case RWE does nhot
maintain direct contractual relations with individual mining companies.165 RWE Supply & Trading
secures the company’s coal supply in several ways, including through long-term delivery contracts and
other options created by the wholesale energy commodities markets like derivatives and commodity
futures.

Table 13 shows the source countries and quantities of hard coal procured for RWE’s operations in
2010.

Table 13: Origin of hard coal used by the RWE Group, 2010

Country of origin Coal procured (tonnes x 1,000) Percentage of total
Germany 3,531 30.7%
Russia 2,795 24.3%
Colombia 2,565 22.3%
UK 1,564 13.6%
Poland 587 5.1%
USA 242 2.1%
South Africa 207 1.8%
Other 12 0.1%
Total 11,500 100%

Source; RWE™®®

188 RWE Annual Report 2010, p.2, p. 56 and p. 78.

1% RWE Responsibility report 2010, p. 43. and RWE/Essent response to SOMO questionnaire on the origin of fuels, 27 May
2011.

185 RWE website, “Supply Chain: Coal”, 2010, < http://www.rwe.com/web/cms/en/535716/cr-report-2010/cr-areas-for-
action/supply-chain/fuels/coal/> (16 November 2011) and RWE review of draft profile, 24 November 2011.

18 RWE Responsibility report 2010, p. 38 and p. 43, and RWE/Essent response to SOMO questionnaire on the origin of fuels,
27 May 2011.
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Procurement by mine of origin

RWE/Essent does not make public any information on the specific mines (or mining companies) in the
countries from which it sources coal, nor did it provide this information when requested by SOMO. In
response to a SOMO questionnaire on the origin of fuels used for electricity generation, RWE/Essent
indicated that it does not disclose any information about contractual partners for reasons of
commercial confidentiality.167 However, according to an investigation by the Dutch TV programme
Netwerk in 2010, RWE'’s subsidiary Essent has done business with Cerrején in Colombia.*®

3.4.2. Coal-fired power plants in the Netherlands

The Amer power plant in Geertruidenberg is RWE/Essent’s only coal-fired power plant in the
Netherlands. The plant consists of two units, Unit 8 and Unit 9, and has a total installed capacity of
1,245 MW, 855 MW of which is dedicated to coal.*® The plant has the capacity to co-fire biomass and
also uses wood gas as fuel. In 2010, the power plant consumed over 2 Mt of coal, primarily of
Colombian and Russian origin (see Table 14). However, as can be seen in Figure 6, the Amer
station’s origin mix has seen significant shifts just in the past three years, with Colombia and Russia
gaining importance as sourcing countries at the expense of South Africa and Indonesia.

Table 14: Origin of coal used by the Amer power plant, 2010

Country of origin Coal procured (tonnes x 1,000) Percentage of total
Colombia 1,439 66%
Russia 567 26%
South Africa 174 8%
Total 2,180 100%

Source; Essent™"®

167

RWE/Essent response to SOMO questionnaire on the origin of fuels, 27 May 2011.

188 Netwerk, “Factsheet steenkool” (document accompanying Netwerk report “Energiebedrijven medeplichtig aan moord”,
<http://www.netwerk.tv/data/files/factsheet%20steenkoolwinning.pdf> (22 November 2011).

% The remaining 390 MW is biomass and wood gas capacity. See Essent website, Over Essent, Activiteiten, Centrales,
“Amercentrale”, <http://www.essent.nl/content/overessent/activiteiten/centrales/amercentrale/index.html> (4 November
2011).

7% Essent CR report 2010, p. 37.
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Figure 6: Countries of origin for coal used in the Amer power plant, 2008-2010
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RWE/Essent does not make public any information on the specific mines (or mining companies) in the
countries from which it sources coal for the Amer power plant, nor on the European port of entry of the
coal it imports from abroad. It also did not provide this information when requested by SOMO due to
reasons of “commercial confidentiality”.*’> However, according to an investigation by the Dutch TV

programme Netwerk in 2010, Essent has received coal from the Cerrejon mine in Colombia. 173

3.4.3. Supply chain responsibility policies

One of RWE/Essent’s core strategic CSR areas is the company’s supply chain. RWE has set a target
of having at least 95% of the group-wide procurement volume meet internationally-recognised social
and environmental standards. All suppliers to RWE are subject to the RWE Code of Conduct, which
was introduced in 2005. The code is based on the principles of the United Nations Global Compact
and the OECD Guidelines for Multinational Enterprises. In its Code of Conduct, RWE states that it
“does not have business relationships with suppliers who are publicly known to be in violation of the

principles underlying the Global Compact”.*™*

To ascertain whether there are any known cases of human rights violations, failure to provide humane
working conditions or to uphold minimum environmental standards at its coal suppliers, RWE Supply &
Trading conducts counterparty risk assessments for all its counterparts. If such cases are identified,
the supplier in question is subjected to further investigation, and if necessary the trading relationship is
not established or terminated. Representatives of the company itself also undertake periodic visits to
coal mines to assess the conditions there.'”

'™ Essent CR report 2008, p. 35, CR report 2009, p. 38 and CR report 2010, p. 37.

"2 RWE/Essent response to SOMO questionnaire on the origin of fuels, 27 May 2011.

8 Netwerk, “Factsheet steenkool” (document accompanying Netwerk report “Energiebedrijven medeplichtig aan moord”,
<http://www.netwerk.tv/data/files/factsheet%20steenkoolwinning.pdf> (22 November 2011).

™ RWE Procurement website, Suppliers, Code of Conduct, “RWE’s Code of Conduct”,
<http://www.rwe.com/web/cms/en/90780/suppliers/code-of-conduct/> (4 November 2011) and RWE Responsibility Report
2010, pp. 12-13 and p. 40.

" RWE Responsibility Report 2010, p. 42.
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RWE/Essent is also taking part in the Dutch Coal Dialogue,*’® which aims to improve transparency
and social and environmental conditions in the coal supply chain, and the Better Coal Initiative,*’’
which strives for the continuing improvement of the coal supply chain, focusing on coal mines in
particular. Both of these initiatives were only recently launched (in 2010 and 2011, respectively), and
neither has, as yet, led the company to provide any additional transparency on the origin of its coal.

3.5. EPZ

Elektriciteits-Produktiemaatschappij Zuid-Nederland (EPZ) owns the only nuclear power plant in the
Netherlands, the Borssele power station. At its site in Borssele, EPZ also has a coal-fired power
station with an installed capacity of 426 MW. EPZ was formerly a 50-50 joint venture between the
Dutch utility Delta and Energy Resources Holding (ERH — owned by Dutch provinces and
municipalities). However, in July 2011, ERH’s shares were purchased by Delta and RWE/Essent,
giving Delta and RWE full ownership of the company (70% and 30%, respectively). The ownership
applies to the nuclear unit, the coal-fired unit, and a wind farm in Borssele.'™

3.5.1. Coal procurement

The Borssele coal-fired power plant uses hard coal and biomass to generate electricity. Biomass co-
firing accounts for around 17% of the fuels used. The plant uses around 2,500 tonnes of coal per day,
which is shipped to the plant from OVET at Vlissingen.'” During the year 2010 the plant burned
around 844,000 tonnes of coal for electricity generation.180 The company does not make public any
information on the specific countries or mines (or mining companies) from which it sources coal for the
Borssele plant, nor did it provide this information when requested by SOMO.**

3.5.2. Supply chain responsibility policies

EPZ has signed the UN Global Compact and committed itself to the framework of 10 principles. EPZ
has two publicly available documents on its purchasing policy: its “General Purchase Conditions” and
its “Additional Purchase Conditions”.'®* These documents contain some health and safety
requirements and instructions, but neither indicates an interest in broader social and environmental
conditions among suppliers, nor do they make reference to any international initiatives or standards for

corporate responsibility.

EPZ is also taking part in the Dutch Coal Dialogue,183 which aims to improve transparency and social
and environmental conditions in the coal supply chain.

178 Energie-Nederland website, “Verantwoord inkopen en winnen van kolen”, <http:/Avww.energie-
nederland.nl/nieuws/verantwoord-inkopen-en-winnen-van-kolen/> (11 November 2011).

77 Better Coal website, <http://bettercoal.org/> (11 November 2011).

8 EpZ website, “Kolencentrale”, <http://www.epz.nl/content.asp?kid=10000036> (7 November 2011) and T. van der Zee,
“Officieel momentje: RWE en Delta samen verder in EPZ”, Energeia, 6 July 2011,
<http://www.energeia.nl/news.php?ID=46606> (7 November 2011).

% EPZ website, Kolencentrale, “Kolen”, <http://www.epz.nl/content.asp?kid=10031480> and EPZ website, Kolencentrale,
“Animatie kolencentrale”, <http://www.epz.nl/content.asp?kid=10000054&fid=-1&bid=10032132> (07 November 2011).

18 Epz Annual Report 2010, p. 16.

81 SOMO sent the questionnaire on the origin of fuels to EPZ’s majority owner Delta on 3 May 2011. On 13 May 2011, Delta

responded that it was not willing to cooperate in providing any information for the research.

EPZ website, Bibliotheek, Downloads, “General Purchase Conditions” and “Additional Purchase Conditions”,

<http://www.epz.nl/content.asp?kid=10031424> (7 November 2011).

'8 Energie-Nederland website, “Verantwoord inkopen en winnen van kolen”, <http:/Avww.energie-
nederland.nl/nieuws/verantwoord-inkopen-en-winnen-van-kolen/> (11 November 2011).

182

44



3.6. DONG Energy

DONG Energy is an energy company that is majority owned by the Danish state. It was originally
founded to manage the country’s energy resources in the North Sea, and the company has been
active in the electricity sector for the past decade. Currently, DONG Energy’s business is based on
procuring, producing, distributing and trading in energy and energy-related products in Northern
Europe. DONG Energy has operations in Denmark, the Netherlands, the UK, Sweden, Norway,
Poland, and Germany.'®

DONG Energy’s activities are structured in five business units: Exploration & Production explores for
and produces gas and oil in the North Sea, primarily in the areas around Denmark, the UK, the Faroe
Islands, Greenland, and Norway; Generation is the unit in which all the company’s thermal generation
activities are located, primarily focusing on natural gas and coal; the Renewables unit focuses on
construction and operation of onshore and offshore wind farms; Energy Markets is responsible for the
company’s energy trading activities and the selling of energy to wholesale consumers; and Sales &
Distribution sells gas, energy, and services to consumers in Denmark, Sweden, Germany, and the
Netherlands.*®

In 2010, DONG Energy had 3,987 MW of installed electricity generation capacity at its coal-fired
power plants in Denmark.'®®

3.6.1. Company-wide coal procurement
Procurement by country of origin

In 2010, DONG Energy procured just over two Mt of hard coal for combustion in its Danish coal-fired
power plants. Table 15 reveals the quantities and national origins of coal used by DONG Energy in
2010.

Table 15: Origin of coal used by DONG Energy, 2010

Country of origin Coal procured (tonnes x 1,000) Percentage of total
Colombia 708 32%
Russia 636 29%
South Africa 457 21%
Norway 132 8%
USA 72 3%
Total 2,005 100%

Source: DONG Energy™®’
Procurement by mine of origin

DONG Energy does not make public any information on the specific mines (or mining companies) in

the countries from which it sources coal, nor did it provide this information when requested by SOMO.

It regards this information as “confidential”.*®® However, the latest issue of Coal Americas lists DONG

18 DONG website, About us, “History”, <http://iww.DONGenergy.com/EN/About%20us/history/Pages/history.aspx> (28 June
2010).

% DONG website, About us, DONG Energy in brief, “Backgrounder”,
<http://www.DONGenergy.com/en/about%20us/DONG%20energy%20in%20brief/pages/background.aspx> (28 June 2010).

'8 The 3,987 MW capacity is composed of DONG'’s several coal-fired central power stations. However, it has to be noted that
the Studsturp power station, with a total capacity of 700 MW, which is fuelled by oil, coal and biomass, is also included in this
amount. DONG website, Business activities, Generation, Studsturp power station,
<http://www.DONGenergy.com/EN/business%20activities/generation/electricity%20generation/Primary%20power%20station
s/Pages/Studstrup%20Power%20Station.aspx> (24 June 2010).

87 DONG Energy response to SOMO questionnaire on the origin of fuels, 9 June 2011.

188 1pid.
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Energy as having imported 160,718 tonnes of coal from the Cerrején coal mine in Colombia through
the Port of Ensted in Denmark in November 2011 alone.*®

Interestingly, and in contrast to the other companies in this report, DONG Energy indicates that it did
not purchase any of its coal on the spot market in 2010, and that all of its coal procurement came
through direct contracts with coal suppliers. The company also indicates that it does not purchase pre-
blended coal (as do the companies in operating the Dutch coal-fired power plants), but rather does its
own blending of coal at the time of consumption. 190

3.6.2. Coal-fired power plants in the Netherlands

DONG Energy has electricity supply operations in the Netherlands, but it does not operate any power
plants in the Netherlands.

3.6.3. Coal trading

DONG Energy is involved in the trade of future coal contracts, but does not provide information on
volumes or trading partners, claiming that this information is confidential. The company arranges the
shipping for 25% of its total coal procurement, and does not re-sell any coal to third parties.191

3.6.4. Supply chain responsibility policies

DONG Energy publishes a CSR report, a Quality, Health, Safety and Environmental (QHSE) report
(for its division Exploration & Production) and Responsibility targets192 on a yearly basis and has a
‘Responsibility’ section on its website. In addition, the company has a code of conduct for suppliers.
This code of conduct is not publicly accessible, although it is available upon request. The document
specifies the obligations for its suppliers regarding labour rights, such as fair working hours, non-
discrimination and child labour, as well as corruption measures and environmental standards. DONG
Energy’s code of conduct forms a part of the contract with suppliers also including suppliers of raw
materials.'*® The company mentions on its website that it does inspection visits and third party audits
at selected suppliers.™

DONG Energy is also taking part in the Better Coal Initiative,*® which strives for the continuing
improvement of the coal supply chain, focusing on coal mines in particular. This initiative was only
recently launched (in 2011), and has not, as yet, led the company to provide any additional
transparency on the origin of its coal.

'8 Coal Americas, “November 2011 Coal Export Statistics”, Issue 243, 16 January 2012.

% Ibid.

1 Ibid.

92 For the responsibility targets ,see: DONG website, Responsibility, Reporting, Responsibility goals 2009,
<http://www.DONGenergy.com/en/responsibility_/reporting/pages/responsibility_goals_2009.aspx> (29 June 2010)

198 Code of conduct for suppliers received upon request via email on 6 August 2010.

% DONG website, Responsibility, Code of conduct,
<http://www.DONGenergy.com/en/responsibility_/society/pages/code_of_conduct.aspx> (29 June 2010), DONG Energy’s
response to a draft version of this profile, email received 6 August 2010.

1% Better Coal website, <http://bettercoal.org/> (11 November 2011).
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4. Legitimate reasons for inadequate
transparency?

The OECD Guidelines encourage companies to identify and disclose information about their
relationships with s:uppliers.196 However, the electricity companies mentioned in this report do not do
this. They often claim that they have legitimate reasons — e.g. legal restrictions or supply chain
complexity — for not being transparent about their coal supply chain. This section examines some of
the reasons companies give for not providing adequate transparency regarding their coal supply chain
and draws conclusions about whether these are legitimate concerns.

4.1. Reason 1: Competition laws

Electricity companies often claim that information about the coal mines and mining companies from
which they source their coal is “commercial confidential” or “competition-sensitive” and they are
therefore prevented from providing more transparency.197 This argument is often related to so-called
“non-disclosure clauses” that are included in contracts with coal suppliers. But do competition laws or
rules really require the inclusion of such clauses or in any other way prevent electricity companies
from being transparent about their supply chain relationships and the origin of their coal? In order to
provide an answer to this question, SOMO asked the Czech law firm Advokatni kancelaf Sikola a
partnefi, s.r.o. / Attorneys at Law to analyse the European Union’s laws and regulations related to
competition and provision of information.

The basis of EU competition law is found in Articles 101 and 102 of the Treaty on the Functioning of
the European Union (TFEU).'®® Article 101 of the TFEU, which deals with prohibited agreements,
decisions, and concerted practise (cartels), is the most relevant for answering the current question.
Neither the European Court of Justice (ECJ) nor the European Commission (EC) provides clear
instructions as to what exactly constitutes a violation of TFEU Article 101. It is acknowledged that the
exchange of certain information under certain conditions may represent a breach of TFEU Article 101.
However, the ECJ and EC have only provided general indications and suggested that potential or
alleged violations of TFEU Article 101 must be assessed on a case-by-case basis.

Some general guidelines may be found in relevant EC Decisions and ECJ jurisprudence. In general,
the disclosure of strategic information, such as prices paid to a supplier and commercial strategies to
competitors, may constitute a breach.”® According to the EC, “Strategic information is data that
reduces strategic uncertainty in the market and can be related to prices (for example, actual prices,
discounts, increases, reductions or rebates), customer lists, production costs, quantities, turnovers,
sales, capacities, qualities, marketing plans, risks, investments, technologies and R&D programmes

% OECD, OECD Guidelines for Multinational Enterprises: 2011 Edition, Chapter IIl, paragraph 3e and Commentary paragraph

33, 25 May 2011, <http://www.oecd.org/document/28/0,3746,en_2649 34889 2397532_1 1 1 1,00.html> (1 December

2011).

The terms “commercially confidential” and “competition-sensitive” were used in the responses by Vattenfall/Nuon and

RWE/Essent, respectively. See above company profiles for elaboration.

%8 Eyuropean Union, “Treaty on the Functioning of the European Union”, <http://eur-
lex.europa.eu/JOHtmI.do?uri=0J:C:2010:083:SOM:EN:HTML> (21 November 2011).

199 A Capobianco, “Information exchange under EU competition law”, Common Market Law Review 41, Kluwer Law
International, 1247-1276, 2004. See also Commission Decision, Glass Containters, in OJ 1974, L 160/1 and Commission
Decision, Cobelpa/VNP, in OJ 1977, L 242/10.
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(i.e. research and development) and their results. Generally, information related to prices and
quantities is the most strategic, followed by information about costs and demand [...] Sharing of
strategic data can give rise to restrictive effects on competition because it reduces the parties’

decision-making independence by decreasing their incentives to compete”.**

In addition to the “strategic” nature of information exchange, a determination on whether competition
law has been violated also depends on the “likely effects of the information exchange on the
competitive situation that would prevail in the absence of that specific information exchange”.201 For an
information exchange to have restrictive effects on competition within the meaning of Article 101(1), it
must be likely to have an appreciable adverse impact on one (or several) of the parameters of
competition such as price, output, product quality, product variety or innovation. Whether or not an
exchange of information will have restrictive effects on competition depends on both the economic
conditions on the relevant markets and the characteristics of information exchanged”.?** Relevant

characteristics include the level of detail and the age of the information exchanged.

In general, however, the EC emphasises that “exchanges of genuinely public information are unlikely
to constitute an infringement of Article 101 [...] An information exchange is genuinely public if it makes
the exchanged data equally accessible (in terms of costs of access) to all competitors and customers.
The fact that information is exchanged in public may decrease the likelihood of a collusive outcome on
the market to the extent that non-coordinating companies, potential competitors, as well as customers
may be able to constrain potential restrictive effect on competition. However, there is also a possibility
that even genuinely public exchanges of information may facilitate a collusive outcome in the
market”.”®®

According to guidelines issued by the UK’s Office of Fair Trading,”* “as a general principle, the more

informed customers are, the more effective competition is likely to be and so making information
publicly available to customers does not usually harm competition... The exchange of information may,
however, have an adverse effect on competition where it serves to reduce or remove uncertainties
inherent in the process of competition. The fact that the information could have been obtained from
other sources is not necessarily relevant. Whether or not the information exchange has an appreciable
effect on competition will depend on the circumstances of each individual case: the market
characteristics, the type of information and the way in which it is exchanged. As a general principle,
the OFT will consider that there is more likely to be an appreciable effect on competition the smaller
the number of undertakings operating in the market, the more frequent the exchange and the more
sensitive, detailed and confidential the nature of the information which is exchanged. There is also
more likely to be an appreciable effect on competition where the exchange of information is limited to
certain participating undertakings to the exclusion of their competitors and consumers”.?” In other
words, “the main competition law concern arises when the nature of the information exchanged
between current or potential competitors makes it easier for them to predict each other’s' behaviour
and adjust their own accordingly. This in its most severe form may ultimately enable participants to fix
prices or allocate customers or markets — in other words, form a cartel”.**

20 communication from the Commission, Guidelines on the applicability of Article 101 of the Treaty on the Functioning of the

European Union to horizontal co-operation agreements (Text with EEA relevance) (2011/C 11/01), Article 86.

Case C-7/95 P, John Deere v Commission, paragraph 76.

Communication from the Commission, Guidelines on the applicability of Article 101 of the Treaty on the Functioning of the
European Union to horizontal co-operation agreements (Text with EEA relevance) (2011/C 11/01), Article 75.

2% Communication from the Commission, Guidelines on the applicability of Article 101 of the Treaty on the Functioning of the
European Union to horizontal co-operation agreements (Text with EEA relevance) (2011/C 11/01), Articles 92 and 94.

The OFT is the UK's consumer and competition authority, the OFT also has the power to apply and enforce the UK
Competition Act 1998; see <http://www.oft.gov.uk/> (1 December 2011).

25 Case T-141/94 Thyssen Stahl AG v Commission [1999].

26 Out-Law website, “Competition Law and sharing information among companies”, April 2008, <http://www.out-law.com/page-
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Given the abovementioned provisions of TFEU Article 101, it must be concluded that EU competition
law cannot be interpreted as preventing electricity companies from being transparent about the coal
mines and mining companies from which they source their coal. The provision of such information
cannot be construed to be a violation of Article 101, nor can it be argued that EU competition law
requires the inclusion of non-disclosure clauses in contracts with suppliers.

To begin with, the names of supplier companies and mines cannot be generally regarded as strategic
information as defined in Article 101. Sharing such information does not reduce the strategic
uncertainty in the market as it does not make it easier for the competitors to predict each other’s
behaviour and adjust their behaviour accordingly. Moreover, in this case, the information is to be
provided to the general public, not primarily to other competitors. As noted in Article 101, providing
information publicly is unlikely to impact competition in a negative way. In fact, in this case it can be
assumed that additional transparency is beneficial for competition because better-informed consumers
will incentivise and stimulate the market when choosing an energy supplier.

The fact is that energy companies often insist on including non-disclosure clauses in their contracts
with coal suppliers because they do not want to give an edge to their competitors and because they do
not want to run the risk of being linked to a human rights or environmental scandal at a coal mine.
Once a non-disclosure clause is included in a contract, if either party breaches that contractual clause,
it can induce penalties or other sanctions. However, given that there is no legal requirement to do so,
the transparent and socially responsible thing for companies to do would be simply not to include such
provisions in supply contracts. Indeed, the OECD Guidelines encourage companies to disclose, rather
than withhold, information about their relationships with suppliers.?’

4.2. Reason 2: Supply chain complexity/opacity

A second reason companies often give for not being able to provide stakeholders with adequate
transparency is the complexity and opacity of the coal supply chain. As indicated above, the global
physical and financial coal trade involves various financial and physical actors at various stages of the
chain. In addition, coal from different mines and mining companies is often mixed and blended at ports
in export and import countries. As a result, the Dutch electricity industry umbrella group has claimed

that, “Tracing the origin of coal purchased on the world market is not always possible”.zo8

However, recent developments in the area of international standards regarding supply chains make it
clear that the old argument, “I don’t know”, is simply no longer acceptable. The recently updated
OECD Guidelines for Multinational Enterprises,209 the recently released UN Guiding Principles on

9149> (21 November 2011).

See OECD, OECD Guidelines for Multinational Enterprises: 2011 Edition, Chapter Ill, paragraph 3e and Commentary

paragraph 33, 25 May 2011, <http://www.oecd.org/document/28/0,3746,en_2649_34889_2397532_1 1 1_1,00.html> (1

December 2011).

%8 Energie-Nederland, Fact Sheet Kolen, no date, <http://www.energie-nederland.nl/wp-content/uploads/2011/01/292_FACT-
SHEET-KOLEN.pdf> (2 December 2011).

% OECD, OECD Guidelines for Multinational Enterprises: 2011 Edition, Chapter Il, paragraphs 10 and 12, 25 May 2011,
<http://www.oecd.org/document/28/0,3746,en_2649 34889 2397532_1_1 1 1,00.html> (1 December 2011).
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Business and Human Rights,?*® and the 2011 EU Communication on CSR*"" insist that companies
should conduct risk-based due diligence to identify, prevent and mitigate any actual and potential
adverse impacts of their own operations and those of their business relations, including suppliers.
terms of the argument that the supply chain is too complex, the key word here is “identify”. If
companies wish to comply with these standards, they themselves must identify exactly where their
coal supply comes from and cannot simply argue that it is not possible to trace the origin.

212
In

Furthermore, although the coal supply chain does involve the blending of coal from different mines
and countries before it is delivered to the power plant, it is actually highly unlikely that it is not possible
for companies to trace the origin of the coal they use, even if the coal is purchased on the world
market. With limited resources, SOMO has been able to find information about the origin of coal used
in specific power plants, information that is not provided publicly by the companies. The companies
themselves should be able to trace the origin with much greater detail and accuracy. In addition, other
industrial sectors with much more complexity in the chain are actually much more open about
relationships in the supply chain. For example, the consumer electronics industry, which has many
more links in the chain with all its sub-tier component manufacturers and suppliers, has a much higher
general level of supply chain transparency. Many electronics companies openly identify their first and
even second -tier suppliers, and some electronics companies are now going so far as to identify
specific mines in Africa and smelters in Asia from which the metals and minerals in their products are
sourced.”? Although it certainly cannot be argued that supply chain transparency in the electronics
industry is complete, several electronics companies are going further than the electricity companies
profiled here to identify and disclose their supply chain relationships, even at the mine level.

Finally, much of the coal that is traded is done so through direct contracts (up to 100% by DONG, and
above 50% for many companies like Vattenfall/Nuon) and/or shipped in a cargo vessel chartered by
the electricity company. In this case, the electricity companies should be able to be certain of the
coal’s origin and could at least provide that information, even if they consider it too difficult to trace the
origin of coal purchased on the global market.

29 YN Human Rights Council, Guiding Principles on Business and Human Rights: Implementing the

United Nations “Protect, Respect and Remedy” Framework, Geneva: UN, March 2011 <http://www.business-

humanrights.org/media/documents/ruggie/ruggie-guiding-principles-21-mar-2011.pdf> (14 December 2011).

European Commission, A renewed EU strategy 2011-14 for Corporate Social Responsibility, Brussels: EC, October 2011,

<http://ec.europa.eu/enterprise/newsroom/cf/_getdocument.cfm?doc_id=7010> (14 December 2011).

12 OECD, OECD Guidelines for Multinational Enterprises: 2011 Edition, Chapter Il, paragraphs 10 and 12, 25 May 2011,
<http://www.oecd.org/document/28/0,3746,en_2649 34889 2397532_1_1 1 1,00.html> (1 December 2011).

3 This is largely the result of the impending implementation of the Dodd-Frank Financial Reform Bill in the US, which requires
companies to prove that their products do not contain metals and minerals from conflict areas in the Democratic Republic of
Congo.
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5. Analysis and discussion

5.1. Global coal trade

Nearly 700 Mt of thermal coal are traded internationally each year, destined for use in coal-fired power
plants to generate electricity. The global coal supply chain is complex, often involving physical and
financial trading of coal by third parties, but it is not as complex or as long as supply chains in other
industries, such as the consumer electronics industry.

Broadly speaking, four different categories of players involved in the international coal trade can be
distinguished by their core business: mining companies, logistics companies, traders, and utilities.
Each of these types of players is detailed in Section 2.3 and Table 1 above. Of the mining companies,
the most important players in the international coal trade are the so-called “Big Four”: Anglo American,
BHP Billiton, Xstrata, and Rio Tinto. The Big Four's dominance in the production side of the global
coal trade, and the fact that all four of them supply the ARA coal hub, make it almost certain that coal
produced by each of these companies ends up in Dutch power plants. Glencore is by far the most
important coal trading company in the world by volume traded and has the highest annual financial
turnover of all the companies involved in the global coal trade. It should be noted, however, that
Glencore earns relatively small profit margins on the high volumes in which it trades. Indeed,
Glencore’s profits are much lower than those of the energy utilities and especially the mining
companies, which tend to make the largest profits. With regard to assets, the large energy utilities
(which own expensive power plants) tend to have the greatest asset values.

With regard to the coal procurement practices of individual electricity companies, it is interesting to
note that there are significant differences in the way companies purchase coal, even among the small
sample of electricity companies profiled in this report. Some companies (e.g. Vattenfall/Nuon, DONG
Energy) procure most or all of their coal through direct contracts with mining companies and specific
mines and rarely use the spot market, while others (e.g. RWE/Essent) purchase nearly all of their coal
through third parties and maintain few direct bilateral contractual relationships with individual mining
companies. Another difference in purchasing practices lies in the fact that all of the companies
operating coal-fired power plants in the Netherlands purchase pre-blended coal from one or more of
the ARA ports. DONG Energy, on the other hand, does all of the blending for its Danish coal-fired
power plants itself, and does not buy any pre-blended coal.

5.2. Quantities and origins of coal coming into the Netherlands

Within the Atlantic market, the Netherlands — and particularly the Dutch ports of Rotterdam and
Amsterdam — represents an important hub and plays a key role in supplying the rest of Europe with
coal. In fact, along with the port of Antwerp, the combined trading at the ports of Rotterdam and
Amsterdam (jointly known as the “ARA” hub) is seen as indicative for the entire European market.
Import data from the ports of Rotterdam and Amsterdam reveal that approximately 40.4 Mt of coal was
imported into these two ports in 2011 (25.7 Mt in Rotterdam and 14.7 Mt in Amsterdam). 214 Energie-
Nederland indicates that a total of 50 Mt of coal entered the Netherlands through all ports in 2010.*°
Based on these figures, coal flowing through the Netherlands represents approximately 25% of all the

21 personal communication with the port authorities of Rotterdam, e-mail received 23 January 2013 and the port authorities of

Amsterdam, e-mail received 11 March 2013.
15 Energie-Nederland, Internal presentation to the Dutch Coal Dialogue, The Hague, November 2011.
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coal traded in the Atlantic market in 2010.%*° However, Dutch power plants only use a fraction of this

coal (approximately 9 Mt, or 18%, in 2010).**” According to Energie-Nederland, the majority (41 Mt, or
82% in 2010) is re-exported to other European countries such as Germany and France.

Based on information made public by the Port of Rotterdam and information obtained by SOMO from
the Port of Amsterdam, the origin of the coal imported through the ports of Amsterdam and Rotterdam
can be ascertained. There are notable differences in the origin of coal entering these two ports, but the
combined figures for Amsterdam and Rotterdam provide a fair representation of the origins of the total
coal imports into the Netherlands.

The five largest source countries of coal that entered the Netherlands in 2011 were Colombia (42%),
the United States (16%), Australia (10%), South Africa (8%) and Russia (7%) (for more detail, see
Table 6 in Section 2.4.1 above). One important recent development is that the share of coal from
Indonesia arriving at Dutch ports has been steadily decreasing. Although Indonesian coal represented
a significant share just a few years ago, not a single shipment of Indonesian coal reached the Dutch
ports in 2010 or 2011. The importance of South African coal for the Netherlands has also seen a sharp
decline in recent years. The decrease in the share of coal flowing into the Netherlands from both
Indonesia and South Africa is likely the result of increasing demand in the Pacific market (primarily
China and India). As a result, suppliers of the Atlantic market, primarily Colombia, have seen a
significant increase in their share of coal imported into the Netherlands.

It is interesting to note that the origin of coal coming into the Netherlands can fluctuate significantly
from year to year. This is reflected when comparing the 2009, 2010 and 2011 figures for the ports of
Amsterdam and Rotterdam (see Table 6), as well as at the individual plant level with the 2008-2010
figures at RWE/Essent’s Amer station (see Figure 6). The only country that has consistently
maintained a high share of the total coal imports to the Netherlands is Colombia. Given ever
increasing demand in the Pacific market, this is likely to remain the case for the foreseeable future.

In addition to the origin of coal aggregated at a national level, SOMO was also able to determine to
some degree the specific mines that supply coal to the Netherlands. This is most easily done when a
port in a coal-producing country exports coal exclusively from one mine. This is the case with two ports
in Colombia: Puerto Bolivar exports coal exclusively from the Cerrején mine and Puerto Drummond
exclusively from the Drummond mine. By running the names of coal-laden ships that arrived in the
Port of Amsterdam in 2010%*? through a database that identifies the ports of origin and destination of
specific ships, it is possible to calculate, for example, that at least 3.2 Mt of coal from the Cerrejon
mine in Colombia arrived at the Port of Amsterdam in 2010. This represents approximately 24% of all
the coal that arrived at the Port of Amsterdam in 2010. Using this method to determine the mine of
origin in South Africa is more difficult because all of the coal mining companies use the same port
(Richards Bay) for export. Nevertheless, the list of coal-laden ships arriving in Amsterdam in 2009-
2010 may provide a useful starting point for others wishing to trace the specific mine of origin of coal
arriving in Amsterdam. Though often segmented and incomplete, industry periodicals such as Coal
Americas also provide some information on the specific origin of coal flowing into the Netherlands. For
example, the latest issue of Coal Americas lists imports into the ports of Rotterdam and Amsterdam of
at least 3.3 Mt of coal from the Cerrején coal mine in Colombia and 2.2 Mt from the Drummond coal
mine in Colombia in the months of August-November 2011.%*°

2% Based on a total of 196 Mt traded in the Atlantic market, World Coal Association, “Coal Statistics”, World Coal Association,
<http://www.worldcoal.org/resources/coal-statistics/> (17 November 2011).

Energie-Nederland, Internal presentation to the Dutch Coal Dialogue, The Hague, November 2011.

28 Annex 1 contains the ship list obtained by SOMO through a Freedom of Information (WOB) request.

1% Coal Americas, Issues 240-243, October 2011 - January 2012.

217

52



SOMO

With regard to the origin of the coal used in specific coal-fired power plants in the Netherlands, as
noted above, two of the electricity companies (GDF Suez/Electrabel and RWE/Essent) provided this
information, while the other three (E.ON, EPZ (Delta), and Vattenfall/Nuon) did not. However, even for
the electricity companies that were unwilling to provide this information, it is possible to estimate the
origin of the coal used in a specific power plant based on the origin mix of the port supplying coal to
the plant. This is because of the blending of coal from various countries that is done in the port to
ensure the correct technical-physical quality of coal before it is transported to the power plant.

This means that Vattenfall/Nuon’s Hemweg 8 plant, which receives coal exclusively through the Port
of Amsterdam, is likely to have an origin mix similar to that of the Port of Amsterdam. On the other
hand, E.ON’s Maasvlakte plant, which is supplied exclusively through the Port of Rotterdam, is likely to
have an origin mix similar to that of the Port of Rotterdam. The same goes for EPZ’s Borssele plant,
which is supplied through the Port of Vlissingen.

For power plants that receive coal from more than one port (which is the case for Vattenfall/Nuon’s
Willem-Alexander plant), it is more difficult to make assumptions based on this method. GDF
Suez/Electrabel’'s Gelderland plant and RWE/Essent’s Amer plant are also supplied by multiple ports,
but both these companies provide information on national origin mix so it is not necessary to make
assumptions. In addition, although none of the electricity companies were willing to provide detailed
information about the specific coal mines from which they source their coal (except for E.ON with
regard to Cerrején), some detailed information on origins can be gleaned from other NGO and media
reports and other sources. For example, the Port of Amsterdam reported in August 2009 that the coal
from a ship arriving in Amsterdam from Puerto Drummond, Colombia was destined for Nuon’s
Hemweg 8 power plant.?*°

Table 16 below provides an overview of the quantity and origin of the coal used in Dutch coal-fired
power plants. For more detailed information on each power plant, see the individual company sections
in Chapter 3 above.

220 port of Amsterdam press release, ‘Maiden Voyage of MV Aquamarine’, 2 September 2009,
<http://www.portofamsterdam.com/smartsite.dws?id=22399> (22 March 2011)
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Table 16: Origin and quantities of coal used in Dutch power plants, 2010
National origin of

Mine/

The Black Box

Port of import

consumed | coal company of (and stevedore
per year origin® company)
(tonnes x
1,000)
Amer RWE/Essent Colombia 66%, At least Unknown”
2,180 Russia 26%, Cerrejon
S. Africa 8% (Colombia)
Maasvlakte E.ON Colombia 44%, At least Rotterdam
1&2 Australia 16%, USA  Cerrején and (EMO)
2, 500° 16%, S. Africa 9%, Drummond
Canada 6%, (Colombia)
Latvia 2%, °
Hemweg 8 Vattenfall/ Nuon Colombia 38%, At least Amsterdam
1.600 USA 16%, Russia Cerrejon and (OBA)
’ 15%, Latvia 7%, Drummond
Ecuador 7% °© (Colombia)
Gelderland GDF Suez / Colombia 78%, Unknown” Amsterdam,
Electrabel 1,000 Russia 11%, US Rotterdam,
7%, S. Africa 3% Antwerp
Borssele EPZ (Delta & -~ Unknown” Unknown® Vlissingen
RWE/Essent) (OVET)
Willem- Vattenfall/ Nuon Unknown” Unknown” Rotterdam and
730 .
Alexander IImuiden
Total Approx. 9,000

Based on: Individual company websites, company responses to SOMO questionnaire, AMS & ROT port origin mixes. a
= Information on suppliers of coal is incomplete for all of the electricity companies because none were willing to disclose
the names of their suppliers (considered confidential information), and information had to be gathered piecemeal from
other sources. Only E.ON provided some information about sourcing coal from Cerrejon in Colombia. b = No information
was provided by the company, nor could the information be gathered from other public sources. c= No information on
origin was provided by the company. The origin mix is thus estimated on the origin mix of the port through with the coal
was imported. Percentages refer to the year 2011. d = E.ON did not provide this information, but all the other companies
did, so a calculation could be made based on the total import of thermal coal into the Netherlands and subtracting the

consumption of all other Dutch power plants.

Based on the information provided by the electricity companies and obtained by SOMO, Figure 6
presents a graphical representation of the Dutch coal supply chain.
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Figure 6: Graphical representation of the Dutch coal supply chain, 2010 (Source: SOMO)

5.3. Transparency provided by electricity companies on their coal
supply chain

Increasing transparency in the coal supply chain is an important first step toward improving the sub-
standard social and environmental conditions at coal mines highlighted in recent media and civil
society reports. However, despite a pledge to “improve transparency in the coal supply chain” at the
beginning of the Dutch Coal Dialogue,221 power companies operating in the Netherlands continue to
provide only a limited degree of transparency about the origin of the coal they consume. This
significant lack of transparency has not improved since the start of the Dutch Coal Dialogue in the
summer of 2010. As a result, relying solely on the information provided by the electricity companies, it
is still largely impossible to know where the coal used by power companies operating in the
Netherlands comes from and whether coal-based electricity consumption in the Netherlands is
connected to poor human rights or environmental conditions at specific coal mines in supplier
countries like Colombia, South Africa and Russia. Indeed, the assertion by former Dutch Minister of
Foreign Trade Frank Heemskerk that the DCD would increase transparency to such a degree that
consumers of electricity in the Netherlands will be able to choose between electricity generated from

221 Dutch Coal Dialogue, “Dutch Coal Dialogue: working on trust and contributing to improvements”, 4 February 2011,
<http://www.bothends.org/uploaded_files/Dutch_Coal_Dialogue_February_2011.pdf> (7 December 2011).
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