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DEPARTMENT OF INFRASTRUCTURE AND PLANNING

State Development and Public Works Organisation Act 1971

NOTICE

257

The Governor in Council has approved, under Section 125 (1) (f) of the State Development and
Public Works Organisation Act 1971, the Hancock Coal Pty Ltd Alpha Coal Rail Corridor
Project as an infrastructure facility that is of significance, particularly economically or socially,
to Australia, Queensland and the Fitzroy and Mackay regions being the regions in which the
Hancock Coal Pty Ltd Alpha Coal Rail Corridor Project is to be constructed.
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STATEMENT GIVING REASONS WHY THE GOVERNOR IN COUNCIL APPROVED BY
GAZETTE NOTICE ON I OCTOBER 2010 THE HANCOCK COAL PTY LTD ALPHA

COAL RAIL CORRIDOR PROJECT AS AN INFRASTRUCTURE FACILITY THAT IS OF
SIGNIFICANCE UNDER THE STATE DEVELOPMENT AND PUBLIC WORKS

ORGANISATION ACT 1971

1. Decision

On I October 2010, the Governor in Council approved by gazette notice under Section 125
(I) (f) of the State Development and Public Works Organisation Act 1971 (SDPWO Act) the
Hancock Coal Pty Ltd Alpha Coal Rail Corridor Project as an infrastructure facility that is of
significance, particularly economically or socially, to Australia, Queensland and the Fitzroy
and Mackay regions, being the regions in which the rail corridor is to be constructed. The
Governor in Council, in making that decision, considered and adopted the reasons set out
below that were prepared by The Coordinator-General, Mr Graeme Newton under Section
125 (5) of the SDPWO Act.

2. Introduction

On 16 February 2010, The Coordinator-General received an application (the Application)
from Hancock Coal Pty Ltd (Hancock Coal) requesting that a coal rail corridor and track
from its Alpha Coal mine in the Galilee Basin to the western boundary of the Abbot Point
State Development Area (the Rail Corridor) be approved by the Governor in Council as an
infrastructure facility of significance under Section 125 (I) (f) of the SDPWO Act.

Section 125 (1) (f) of the SDPWO Act provides that the Coordinator-General may take land
for the purposes of an infrastructure facility that is:

• of significance, particularly economically or socially, to Australia, Queensland or the
region in which the facility is to be constructed; and

• is approved by the Governor in Council, by gazette notice, as having that significance.

Pursuant to Section 125 (2) of the SDPWO Act, when considering whether an infrastructure
facility would be of economic or social significance, the potential for the Rail Corridor to
contribute to community wellbeing and economic growth or employment levels must be
taken into account. In accordance with Section 125 (3) of the SDPWO Act, in assessing such
potential, the contribution the Rail Corridor makes to agricultural, industrial, resource or
technological development in Australia, Queensland or the region is a relevant consideration.

3. Evidence or Other Material on Which Findings of Material Questions of Fact are Based

In considering whether the Hancock Coal Pty Ltd Alpha Coal Rail Corridor Project is an
infrastructure facility that is of significance, particularly economically or socially, to
Australia, Queensland and the region(s) in which the facilities are to be constructed, The
Coordinator-General and the Governor in Council had regard to the following materials:
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• State Development and Public Works Organisation Act 1971 (Qld) and particularly
Sections 125 and 174;

• Guidelines for acquisition of land for infrastructure projects by persons other than the
State, September 1999, prepared pursuant to Section 174 of the SDPWO Act;

• Guidelines for consultation and negotiation with native title interests, September 1999
prepared pursuant to Section 174 of the SDPWO Act;

• Letter dated 16 February 2010 from Hancock Coal Pty Ltd, to The Coordinator-General,
attaching Hancock Coal's Application for Declaration of an Infrastructure Facility of
Significance and supporting material (the Application);

• Letter dated 16 February 2010 from Hancock Coal Pty Ltd, to the Deputy Coordinator­
General (Geoff Dickie), attaching confidential documentation in support of the
Application;

• Letter dated 19 February 2010 from the Deputy Coordinator-General (Geoff Dickie)
inviting submissions from persons who may be affected by the proposed infrastructure
facility, including Native Title Parties;

• Publication of Public Notices for the Proposed Hancock Coal Rail Corridor in The
Courier Mail and regional Queensland papers on Saturday 20 February 2010, and
Wednesday 24 February 2010;

• Press release dated Saturday 20 February 2010 by the Minister for Infrastructure and
Planning;

• Report dated 10 March 2010 titled "Supplementary information for Hancock Coal Pty
Ltd Infrastructure Facility of Significance Application", prepared by the Economic and
Analysis Unit, Economic Policy and Research Branch, Economic Policy and Planning
Division, Department of Employment, Economic Development and Innovation;

• Department of Infrastructure and Planning, "Projects - Alpha Coal Mine",
http://www.dip.(jld.gov.aulprojects/mining-and-mineral-processingicoal/alpha-coal­
project.html, (accessed 17 June 2010);

• Submissions commenting on the Application that were received from a range of affected
interest holders and interested parties;

• Letter dated 12 Apri12010 from Hancock Coal to The Coordinator-General responding to
certain submissions which had commented on the Application;

• Email dated 19 April 2010 from Warren Phillips of Hancock Coal to David Stolz of the
Department of Infrastructure and Planning, attaching a replacement Attachment F to
Hancock Coal's letter dated 12 Apri12010;

• Letter dated 20 April 2010 from the Deputy Coordinator-General (Geoff Dickie) to
Hancock Coal requesting clarification of corridor alignment and update of Financial and
Technical Capability material;
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• Letter dated 28 April 2010 from the Deputy Coordinator-General (Geoff Dickie) to
Xstrata Coal Pty Ltd advising of a potential amendment to the alignment of the Rail
Corridor and seeking comments from Xstrata Coal Pty Ltd on an informal basis;

• Letter dated 28 April 2010 from the Deputy Coordinator-General (Geoff Dickie) to
QCoal Pty Ltd advising of a potential amendment to the alignment of the Rail Corridor
and seeking comments from QCoal Pty Ltd on an informal basis;

• Letter dated 30 April 2010 from Hancock Coal to the Deputy Coordinator-General
(Geoff Dickie) responding to the Deputy Coordinator-General's letter of20 April 2010;

• Letter dated 4 May 2010 from QCoal to the Deputy Coordinator-General (Geoff Dickie)
providing comments on the potential amendment to the alignment of the Rail Corridor;

• Letter dated II May 2010 from Xstrata Coal to the Deputy Coordinator-General (Geoff
Dickie) providing comments on the potential amendment to the alignment of the Rail
Corridor;

• Copy of letter dated 14 May 20 I0 from Hancock Coal to the Treasurer confirming
discussions in meeting of6 May 2010;

• Letter dated 28 May 2010 from Hancock Coal to the Deputy Coordinator-General (Geoff
Dickie) formally requesting an amendment to its Application in respect of the alignment
of the Rail Corridor in the Newlands area;

• Copy of letter dated 31 May 20 I0 from Hancock Coal to QCoal regarding Hancock
Coal's changes to the Rail Corridor alignment;

• Copy of letter dated 2 June 2010 from Hancock Coal to East West Line Parks Pty Ltd
responding to its submission;

• Letter dated 2 June 2010 from the Deputy Coordinator-General (Geoff Dickie) to QCoal
advising of Hancock Coal's amended Application and seeking comments;

• Letter dated 2 June 2010 from the Deputy Coordinator-General (Geoff Dickie) to Xstrata
Coal advising of Hancock Coal's amended Application and seeking comments;

• Letter dated 4 June 2010 from QCoal to the Deputy Coordinator-General (Geoff Dickie)
requesting additional time to respond to Hancock Coal's amended Application;

• Letter dated 8 June 20I0 from QCoal to David Stolz of the Department ofInfrastructure
and Planning providing supporting information for request for additional time to respond
to Hancock Coal's amended Application;

• Letter dated II June 2010 from the Deputy Coordinator-General (Shane McDowall) to
QCoal granting an extension of time to respond to Hancock Coal's amended Application
until 18 June 20 I0;

• Letters dated II June 20 I0 from the Executive Director of the Department of
Infrastructure and Planning to five landowners affected by Hancock Coal's amended
Application;
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• Letter dated 15 June 2010 from the Deputy Coordinator-General (Shane McDowall) to
Hancock Coal outlining proposed tenure arrangements and project arrangements between
Hancock Coal and the State;

• Letter dated 17 June 2010 from Hancock Coal to the Deputy Coordinator-General (Shane
McDowall) responding to the Deputy Coordinator-General's letter of 15 June 20 I0;

• Letter dated 18 June 2010 from the lawyers acting for an affected landowner to The
Coordinator-General responding to Hancock Coal's amended Application;

• Letter dated 18 June 2010 from QCoal to The Coordinator-General responding to
Hancock Coal's amended Application;

• Report dated 18 June 2010 titled "Assessment of 'statement' and 'relevant supporting
documentation' submitted by proponent in satisfaction of criteria: (a) Preliminary
Financial Analysis (of the facility), and (b) Proponent Financial and Technical Capacity",
prepared by the Commercial Unit, Department of Infrastructure and Planning;

• Letter dated 21 June 2010 from an affected landowner to The Coordinator-General
responding to Hancock Coal's amended Application;

• Letter dated 21 June 2010 from Hancock Coal to David Stolz of the Department of
Infrastructure and Planning responding to QCoal's letter of 18 June 2010;

• Letter dated 22 June 2010 from Hancock Coal to David Stolz of the Department of
Infrastructure and Planning responding to the letter from an affected landowner of 18
June 2010;

• Letter dated 22 June 20 I0 from Hancock Coal to David Stolz of the Department of
Infrastructure and Planning responding to the letter from an affected landowner of 21
June 2010;

• Letter dated 23 June 2010 from the Deputy Coordinator-General (Shane McDowall) in
response to Hancock Coal's letter of 17 June 2010;

• Letter dated 23 June 2010 from Xstrata Coal to the Deputy Coordinator-General (Geoff
Dickie) responding to Hancock Coal's amended Application;

• Letter dated 7 September 2010 from the Deputy Coordinator-General (Ed Ebert) to
QCoal;

• Letter dated 7 September 2010 from the Deputy Coordinator-General (Ed Ebert) to
Xstrata Coal acknowledging receipt of correspondence dated 23 June 2010;

• Letter dated 9 September 2010 from Hancock Coal to the Department of Infrastructure
and Planning commenting on the letter from Xstrata Coal dated 23 June 2010;

• Letter dated 9 September 2010 from QCoal to the Deputy Coordinator-General (Ed
Ebert);

• Report dated 10 September 20 I0 titled "Report on QCoal Pty Ltd's Submission on
Infrastructure Facility of Significance Application by Hancock Coal Pty Ltd as part of the
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Alpha Coal Project", prepared by Statewide Services Unit, Mines and Energy,
Department of Employment, Economic Development and Innovation;

• Letter dated 16 September 2010 from the Deputy Coordinator-General (Ed Ebert) to
QCoal;

• Letter dated 16 September 2010 from Hancock Coal to the Department of Infrastructure
and Planning; and

• Letter dated 17 September 2010 from QCoal to the Deputy Coordinator-General (Ed
Ebert); and

• Explanatory Memorandum to Executive Council Minute.

4. Findings of Material Questions of Fact

The conclusions set out below were made after having regard to the documents and materials
set out above.

4.1 Type of Infrastructure Facility Proposed Including Land on Which the Facility is to be
Located

The proposed infrastructure facility is a standard gauge, standalone railway line designed to
transport significant quantities of bulk coal from Hancock Coal's Alpha Coal mine in the
Galilee Basin to the Port of Abbot Point.

Details ofthe infi'astructure (acility

Hancock Coal, a wholly-owned subsidiary of Hancock Prospecting Pty Ltd (Hancock
Prospecting), is proposing to develop the Alpha Coal Mine in the Galilee Basin,
approximately 50 kilometres north of the township of Alpha, 130 kilometres south-west of
the Clermont township, and approximately 360 kilometres south-west of Mackay. Upon
final development in 2018, it is anticipated that the Alpha Coal Mine will produce
approximately 30 million tonnes per annum (Mtpa) of thermal coal for export over a mine
life in excess of 30 years.

Hancock Galilee Pty Ltd, also a wholly owned subsidiary of Hancock Prospecting, is
proposing to develop the Kevin's Corner Mine in the Galilee Basin, which is also expected to
produce approximately 30 Mtpa of coal over 30 years.

The proposed railway is a single standard gauge railway, approximately 495 kilometres long,
from Hancock Coal's Alpha Coal Mine to Abbot Point that will accommodate between 30
and 60 Mtpa of coal throughput from the Galilee Basin. For the purposes of the Application,
the Rail Corridor consists of that part of the railway from the Alpha Coal Mine to the western
boundary of the Abbot Point State Development Area. An area of land for marshalling yards
(including maintenance facilities) to be located south of the Rail Corridor near the Abbot
Point State Development Area is also included in the Application.

Hancock Coal is proposing to use the Rail Corridor to transport 30 Mtpa of coal from its
Alpha Coal Mine, and a further 30 Mtpa of coal from Hancock Galilee's proposed Kevin's
Corner Mine following the development of that mine, including the construction of a loadout
loop and a spur line from the loadout loop to the Rail Corridor, by that company. The
railway track has been designed to carry 60 to 80 Mtpa. Five passing loops along the length
of the mainline will allow capacity of 30 Mtpa. An additional three passing loops will
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increase that capacity to 60 Mtpa. Additional passing loops and rollingstock will allow
capacity to be increased to at least 80 Mtpa, and selective partial duplication will enable
tonnages to be further increased. This will allow the railway to provide enough capacity to
transport coal from other mines in the Galilee Basin area to Abbot Point.

The railway will be managed and operated in accordance with the provisions of the
Transport Infrastructure Act 1994.

Hancock Coal anticipates that the final Rail Corridor will be approximately 60 to 100 metres
in width. This will include the land required for the track itself, as well as drainage, access
roads and other infrastructure necessary to support the railway. For the purpose of this
approval Hancock Coal is seeking a footprint of 500 metres in width (250 metres either side
of the nominal centre line). This footprint will be refined as the project proceeds to the
construction phase.

The infrastructure facility to which this Application relates consists of the main railway line
from Alpha Coal Mine to the western boundary of the Abbot Point State Development Area.
Hancock Coal proposes other rail infrastructure, not the subject of this approval which will
include a loadout loop at the Alpha Coal Mine site and unloading loops at the Port. Hancock
Coal envisages that an associated company, Hancock Galilee, will construct a spur line to a
loadout loop to service Hancock Galilee's proposed Kevin's Comer Mine site. A further
three passing loops in the Rail Corridor will be required to create capacity for trains from
Kevin's Comer.

Four trains per day on average will be required to transport 30 Mtpa of coal.

Details ofthe land upon which the infrastructure facility is proposed to be located:

The proposed Rail Corridor will pass through land in which there are 40 individual interest
holders. All of the affected land is held in either freehold or leasehold title. The total land
area covered by the final Rail Corridor will be up to approximately 50km2

.

By letter dated 17 June 2010, Hancock Coal confirmed that it intended to transfer to the State
any land it voluntarily acquired for the Rail Corridor, in order to enable the State to own the
underlying land for the Rail Corridor with such land being leased or sub-leased to Hancock
Coal on a long term basis.

There are no Native Title holders affected by the Rail Corridor. However, there are three
registered Native Title claim groups that intersect the proposed route: the Wangan and
Jagalingou People; the Jangga People; and the Birri People. The final 60 kilometres of the
proposed route does not affect a registered Native Title claim group.

The Rail Corridor passes through three Local Government areas: Barcaldine Regional
Council; Isaac Regional Council; and Whitsunday Regional Council.

Details o(the proposed alignment ofthe Rail Corridor:

Hancock Coal has undertaken detailed investigations to determine the preferred alignment
for the Rail Corridor. Details of the investigations are set out at 4.10 below.

The proposed alignment has been developed by Hancock Coal having regard to:

• Avoidance of all National Parks, State Forests and Nature Reserves;
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• Avoidance where possible of all mining leases and mineral development licences;

• Avoidance where possible of all remnant vegetation;

• Minimising the impact on rivers and streams;

• Minimising the impact on farming and grazing property;

• Avoiding towns and populated areas;

• Ensuring that the railway is as short as possible;

• Ensuring that the railway does not climb unnecessarily;

• Ensuring that the railway can be constructed;

• Ensuring that the rollingstock can be operated efficiently and effectively; and

• Balancing the above criteria with the requirement for sustainable operating cost
parameters.

Where possible, Hancock Coal also sought to align the route with the Queensland Rail
Northern Missing Link rail corridor, to minimise multiple impacts on interest holders and
coal resource developers.

Hancock Coal wrote to all affected Exploration Permit holders giving them an opportunity
for discussion to ensure that known resources were not impacted by the railway. The
alignment was specifically chosen to avoid, to the greatest extent possible, all mining lease
and mineral development licences and exploration permits.

The rail alignment enters the Abbot Point precinct from the west, crossing the Bruce
Highway and the North Coast Rail Line as it enters the Abbot Point State Development Area.
In this manner, the alignment minimises noise impacts for residents of Collinsville and
avoids the Sonoma State Forest.

Hancock Coal notes that the proposed alignment is subject to changes that may arise as
further studies and detailed design of the railway are undertaken.

Hancock Coal states that approximately 85 per cent of the Rail Corridor is firm. The
remaining parts of the Rail Corridor are subject to flexibility, to ensure that potentially
adverse effects are minimised. These areas of flexibility include:

• major river and creek crossings and their approaches;

• the proposed route through certain interest holders' properties;

• alignment of that part of the Rail Corridor which runs alongside the Bowen River Valley;
and

• land which is covered by exploration and mining tenures, where the alignment traverses
significant resources within existing exploration permits.
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The Rail Corridor traverses land in the northern part of the Bowen Basin over which QCoal
Pty Ltd (QCoal) and its subsidiaries hold exploration pennits. QCoal expressed concerns
regarding the potential sterilisation of resources as a result of construction of the Rail
Corridor. Following discussions with QCoal, by letter dated 28 May 2010, Hancock Coal
fonnally amended its Application to seek a realignment of the Rail Corridor in the area
adjacent to the southern end of the Newlands coal rail system. Hancock Coal proposes to
"hug" the existing Newlands rail line and the Northern Missing Link (which is currently
under construction) so as to minimise additional impacts on QCoal. Hancock Coal stated
that it believed that this was the most workable solution for both parties.

4.2 Demand Projections for the Services Associated with the Infrastructure

The coal deposits of the Galilee Basin comprise large volumes of high volatile, low rank
thennal coals. Hancock Coal estimates that within the Galilee Basin across a number of
projects there are over 14 billion tonnes of coal already identified by various companies, to
the standards set by the Joint Ore Reserves Committee (JORC) in the JORC Code 2004,
which is the standard adopted by the Australian Securities Exchange for reporting. In respect
of the Alpha Coal and Kevin's Corner Projects, Hancock Coal has identified resources in
excess of7.8 billion tonnes (in compliance with JORC standards), 1.2 billion tonnes of which
has been categorised in the JORC "Measured" category, which is the current equivalent of a
bankable standard.

The Alpha Coal and Kevin's Corner Mines are ranked as one of the largest thennal coal
resources in the world. The coal from those projects has been identified as a high quality
thennal coal with low ash content and low sulphur. The coal has attractive Hardgrove
Grindability Index (HGI) properties, is low in trace elements, and is a large resource capable
of providing coal of a consistent quality.

Consumption of thennal coal globally increased by more than 35 per cent during the period
2001 to 2008, and is forecast to increase a further 34 per cent from 2009 to 2020. This
reflects the significant growth in coal-fired generation. In the 2008-09 financial year,
Queensland's exports of thennal coal rose by almost 10 million tonnes, mostly to China and
Taiwan, in response to increased consumption, reduced prices and placement of some weaker
coking coals into the thennal coal market. Reports indicate that China and India will require
an additional 700 Mtpa of thennal coal by 2013, which cannot be met by their domestic
markets. Ongoing demand for thennal coal is supported by leading energy and resources
forecasters Wood Mackenzie, whose services are subscribed to by the Department of
Infrastructure and Planning.

The global trade in thennal coal is estimated at 5.75 billion tonnes per armum, with the
seaborne trade (export market) estimated at 700 million tonnes per annum. Australia,
Indonesia, Colombia and South Africa are the largest seaborne exporters of coal. It is
expected that increased demand for thennal coal in China and India will be the key driver of
growth in the seaborne market. China in particular is now a net importer of coal and as its
imports grow, the market is expected to become increasingly tight, providing opportunities
for new thennal coal projects.

In order to meet this increasing demand for exported thennal coal and tap into the coal
resources situated in the Galilee Basin, rail transportation is required to move the coal from
Galilee Basin to Abbot Point, which has been identified as being the State's preferred
northern location for exporting coal from the Galilee Basin. Potential Galilee Basin coal
producers may export in excess of 100 Mtpa.
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4.3 Needs Which the Facilities Would Meet and How the Infrastructure Would Satisfy the
Identified Need

Given the forecast increased demand for thermal coal globally, particularly through the
seaborne export market, and the large amounts of thermal coal which have already been
identified in the Galilee Basin, there is a need for infrastructure for transportation of coal
from the Galilee Basin to Abbot Point for exportation. The lack of transport and export
infrastructure has been a major contributing factor to the present underdevelopment of the
Galilee Basin.

There is no current rail infrastructure which services the Galilee Basin. The existing
Newlands and Goonyella Queensland Rail (QR) networks are primarily servicing the Bowen
Basin area and, even with construction of the Northern Missing Link, will not be equipped to
accommodate demand from Galilee Basin producers.

Expansion of the existing networks is not preferable, given that they are already heavily
utilised, and any expansion would cause significant delays to existing users during
construction.

Transportation by road is also not considered to be suitable, given the number of trucks
which would be required to transport the projected tonnages of coal from the Galilee Basin.
Rail transportation has significant advantages over road transportation, in that it is
economically more efficient and results in less greenhouse gas emissions.

The Rail Corridor would satisfy the need for transportation of coal from Galilee Basin to
Abbot Point by providing a separate, standalone railway specifically designed for the
transportation of coal between the two destinations. Due to the size of the Alpha Coal Mine
and Kevin's Comer Mine, Hancock Coal took the view that the preferable approach would be
to construct a purpose built railway.

Although Hancock Coal wishes to construct the Rail Corridor for the purpose of transporting
coal from its Alpha Coal Mine to Abbot Point, and envisages that an associated company,
Hancock Galilee, will use the Rail Corridor for that company's proposed Kevin's Comer
Mine, Hancock Coal has also undertaken to provide access to the railway to third parties in
accordance with a voluntary undertaking to be made by Hancock Coal pursuant to Part IlIA
of the Trade Practices Act 1974 (Cth). In this regard, there are a number of other significant
coal producers in the Galilee Basin which are likely to benefit from the construction of the
railway.

4.4 Timing of Project or Service Delivery

Hancock Coal has indicated that it wishes to commence construction for the Alpha Coal
Project in mid-2011 for export of first coal late in 2013. Hancock Coal has advised that an
associated entity, Hancock Galilee, has brought its project known as Kevin's Comer, forward
to mesh in with the Alpha Coal Project timetable as far as possible.

Construction of the rail infrastructure within the Rail Corridor will take approximately 24
months to complete. Pending relevant approvals, Hancock Coal has indicated that it intends
to commence construction of the railway in 2011, so that the railway is completed in time to
transfer the first coal from the Alpha Coal Mine in late 2013,
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4.5 Special Assistance Required from Government other than Land Acquisition

Hancock Coal's Application indicates that during the construction of the Rail Corridor it may
seek State assistance with respect to road openings, closures and crossings, dealings with
water crossings, access to land both within and outside of the corridor to carry out necessary
and appropriate investigations, and any other dealings with respect to State land generally.
Hancock Coal does not envisage requiring State assistance once construction of the Rail
Corridor has been completed.

4.6 Preliminary Financial Analysis (of the proposed Infrastructure Facility)

In the Application, Hancock Coal estimates that construction of the railway will cost
approximately $2.2 billion for a capacity of 30 Mtpa, including the cost of earthworks and
drainage, track supply, bridges, signalling, construction facilities and land acquisition.

An increased capacity to carry 60 Mtpa will cost approximately an extra $60 million,
including for an additional three passing loops to create capacity for additional trains.

In the Application, Hancock Coal notes that its Alpha Coal Project and Hancock Galilee's
Kevin's Comer Project have "sufficient financial robustness to underwrite the economic and
sustainable development of the railway". Capacity expansion to allow further third party use
further improves the net present value for the Rail Corridor. Hancock Coal has confirmed
that the Alpha Coal Project is financially viable on a standalone basis.

Hancock Coal has provided further information both in the Application, and subsequently,
including by inspection, on a Commercial-in-Confidence basis.

Upon review of both the publicly available and Commercial-in-Confidence material provided
by Hancock Coal, the Commercial Unit of the Department ofInfrastructure and Planning, in
its Report dated 18 June 20 I0, considered that Hancock Coal has progressed the financial
analysis of the proposed facility as far as possible at this stage and that, based on the material
to hand at this point in time, the Rail Corridor is expected to be viable.

4.7 Possible Environmental Impacts

An Environmental Impact Statement (EIS) is required for the Rail Corridor as a result of it
being declared by the Coordinator-General under Section 26 of the SDPWO Act to be a
significant project for which an EIS is required. The purpose of the EIS is to assess the
potential adverse and beneficial environmental, economic and social impacts of the project;
and management, monitoring, planning and other measures proposed to minimise any
adverse environmental impacts of the project. In June 2009, The Coordinator-General
approved the terms of reference for Hancock Coal's EIS, Hancock Coal anticipates that its
EIS will be considered by The Coordinator-General in the last quarter of2010.

On 13 January 2009 the Rail Corridor as part of the broader Alpha Coal Project was declared
to be a 'controlled action' under the Environment Protection and Biodiversity Conservation
Act 1999 (Cth) for potential impacts on the following matters of national environmental
significance:

a) world heritage properties;
b) national heritage places;
c) listed threatened species and ecological communities; and
d) listed migratory species,
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Hancock Coal will prepare one EIS to satisfy the requirements under both Commonwealth
and State legislation.

Hancock Coal noted that its investigations to date have not indicated any significant adverse
impacts from the Rail Corridor that are not capable of being managed within the SDPWO
Act EIS process. Hancock Coal advised that the alignment of the Rail Corridor has been
designed to minimise impact on the environment, particularly to avoid areas of high
ecological value where possible. The Rail Corridor does not cross any State Forests,
National Parks or Reserves.

Hancock Coal stated that, as far as is possible, the Rail Corridor has been aligned so that
vegetation areas "of concern" or "endangered" have been avoided. A high level examination
of the remnant vegetation make-up of the Rail Corridor (within the 500 metre footprint) by
the Department of Infrastructure and Planning has identified that approximately IS per cent
of the corridor comprises vegetation other than "Non remnant" or "Not of concern", and
considered to be of concern. One section of "endangered-dominant" vegetation is eight
kilometres long. Where vegetation clearing cannot be avoided, Hancock Coal has indicated
that environmental offsets will be provided to compensate for vegetation loss.

Hancock Coal stated that the EIS process will be used to determine measures to minimise
noise impacts from the operation of the railway. The technology that Hancock Coal has
opted to use in the operation of the railway is likely to result in the railway being
comparatively quiet. Hancock Coal has further stated that specific outcomes will be
negotiated with interest holders that are likely to be impacted due to noise from operating
coal trains.

The impact of dust on affected properties will be considered as part of the EIS process,
however Hancock Coal noted at this stage that air quality operations for the railway will be
developed in accordance with the Environmental Protection Policy for Air and in
consultation with Government agencies. Further, the EIS process will require an assessment
of the Rail Corridor against relevant Commonwealth and State policies relating to
greenhouse gas emissions and climate change.

Hancock Coal has indicated that prior to commencement of construction of the Rail Corridor,
it will prepare a Construction Environmental Management Plan (CEMP) which will be
reflective of interest holder and other stakeholder consultation. The CEMP will contain
measures for:

• minimisation of dust generation;

• mitigation ofpotential impacts on water quality;

• management of weeds during construction;

• minimisation of clearing, particularly clearing of remnant vegetation for temporary
construction purposes;

• monitoring by an ecologist during clearing;

• rehabilitation of disturbed areas;

• provision of culverts to al10w uninterrupted surface flows across landscape;
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• collection of seeds prior to clearing from local native trees; and

• ongoing monitoring of development areas and rehabilitation sites.

Hancock Coal anticipates that during construction the main air quality impacts are likely to
be associated with dust and emissions generated during earthworks and the movement of
vehicles over exposed surfaces. Hancock Coal anticipates that, at this stage, dust and exhaust
emissions are unlikely to have a significant impact. Further, Hancock Coal anticipates that
noise and vibration impacts during construction are unlikely to be significant given that
Hancock Coal has selected the location of its workers' camps, lay-down areas and temporary
site operations a distance away from nearby properties.

These issues described above will be more fully discussed in the ElS.

4.8 Proponent's Financial and Technical Capacity to Implement the Proposed Facility

The Proponent is Hancock Coal Pty Ltd, a wholly-owned subsidiary of Hancock Prospecting
Pty Ltd.

Hancock Prospecting is a private company fully owned and controlled by Ms Gina Rinehart
and her family which has experience in prospecting, development, operations and marketing
of bulk commodities, particularly iron ore. Under the direction of Mr Lang Hancock,
Hancock Prospecting was responsible for initial development of the Pilbara region of
Western Australia into the world's premier iron ore mining region. Hancock Prospecting has
previous experience in developing a similar railway line in Western Australia, the Lang
Hancock Railway.

Hancock Prospecting holds significant interests in a number of operating iron ore mines and
a manganese mine, as well as a 50 per cent interest in the $1.3 billion Hope Downs iron ore
joint venture with Rio Tinto.

Hancock Coal has a dedicated Queensland-based team to oversee the development of the
Alpha Coal and Kevin's Comer Projects and associated infrastructure, including the Rail
Corridor as outlined in the Application, and in Hancock Coal's letter oDO April 2010.

Hancock Coal has on a Commercial-in-Confidence basis advised The Coordinator-General
the entities that it has appointed as its preferred operators in respect of its above rail
operations, below rail operations and port operations.

Hancock Coal has provided to The Coordinator- General on a Commercial-in-Confidence
basis a copy of its Project Execution Plan which outlines its plan to implement the proposed
facility, attached to its letter of 30 April 20 IO. Hancock Coal has provided further
information both in the Application, and subsequently, including by inspection, on a
Commercial-in-Confidence basis.

Upon review ofboth the publicly available and Commercial-in-Confidence material provided
by Hancock Coal, the Commercial Unit of the Department of Infrastructure and Planning, in
its Report dated 18 June 2010, considered that Hancock Coal has progressed its
implementation planning as far as possible at this stage, and that the implementation
planning appears to be feasible and reasonable.
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4.9 Negotiations to Acquire Land by Agreement

Hancock Coal has indicated that it has been undertaking all reasonable endeavours to
negotiate successful outcomes with interest holders. Hancock Coal has stated that it would
commence formal negotiations with relevant interest holders for the purchase of land by
agreement in July 2010. Hancock Coal has stated its preference to obtain the land necessary
by voluntary agreement with the relevant interest holders. In any event, prior to The
Coordinator-General taking steps to acquire the land on behalf of Hancock Coal, Hancock
Coal will be required to demonstrate that it has first made reasonable attempts to obtain the
land by commercial negotiation.

With respect to the registered Native Title claim groups that intersect the Rail Corridor,
Hancock Coal has issued to the Jangga and Birri People notices of its intention to develop a
Cultural Heritage Management Plan (CHMP) pursuant to Part 7 of the Aboriginal Cultural
Heritage Act 2003 (Qld). Discussions with Native Title claimants are well advanced.
Hancock Coal has entered into a CHMP with the Wangan and Jagalingou People, which was
approved by the Chief Executive of the Department of Environment and Resource
Management in December 2009.

CHMPs for the entire Rail Corridor have now been approved or submitted for approval.

On 27 March 2010, Hancock Coal issued public advertisements advising of its intention to
commence negotiations for an Indigenous Land Use Agreement (ILUA) in respect of the area
covered by the Rail Corridor. The ILUA with the Wangan and Jagalingou People has
reached in principle agreement. The terms of an ILUA has been negotiated with both the
Jangga People and the Birri People.

With regard to the last 60 kilometres of the Rail Corridor which does not have a registered
Native Title claim group, Hancock Coal will be working with Queensland South Native Title
Services (QSNTS) to identify the appropriate indigenous party for the purposes of the
development of a CHMP and an ILUA.

4.10 Investigations on the Required Land

Hancock Coal has sought and, in many cases been provided with, access agreements from
interest holders to undertake on ground ecological testing and other relevant studies as
required for the EIS. Such access has been arranged through private negotiations with the
interest holders rather than through the process provided for in the SDPWO Act.

Hancock Coal has also undertaken comprehensive investigations into the proposed alignment
for the Rail Corridor. These investigations include a Pre-Feasibility Study in 2008, Value
Engineering and Peer Review and Bridging Studies in 2009 and a Bankable Feasibility Study
which is to be completed in 2010. These studies have covered the following areas:

• refinement and improvement of possible routes and the testing of other potential routes,
using 12D modelling and 1:250,000 scale digital mapping;

• environment, land tenure and cultural heritage issues affecting route design and selection;

• technology and recommendations for signalling and communications issues;

• civil engineering works;

• structural engineering, including bridges and culverts;
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• interactions with roads and access points;

• rail maintenance and provisioning facilities;

• rollingstock selection for the preferred alignment;

• temporary construction facilities;

• geotechnical desktop study and investigation oflocal construction materials;

• desktop study of available hydrology data for water supply and flooding issues; and

• power supply and utilities options.

Hancock Coal engaged the consultants Quantum to assist in the development of the proposed
alignment through use of its Quantum Alignment Planning Solution (QAPS). QAPS enabled
an analysis of al1 potential route alignments to determine which best met the relevant
environmental, cultural, social, engineering and cost constraints. Hancock Coal assessed
over 200 proposed routes through QAPS.

LiDAR surveys were also undertaken for the entire rail route. LiDAR is a laser based
technology used to produce terrain, elevation and canopy models, and high accuracy surveys
for detailed design of roads and railways.

4.11 Summary of the Public Submissions

As part of the significance, particularly economical1y or social1y, to Australia, Queensland or
the Fitzroy and Mackay regions, The Coordinator-General invited submissions on the
relevant issues from affected persons, in accordance with the Guidelines for acquisition of
landfor infrastructure projects by persons other than the State.

A range of submissions were received from private individuals and from the fol1owing
organisations:

• Isaac Regional Council;

• QCoal Ply Ltd;

• North Coal Ply Ltd;

• AMCI (Alpha) Pty Ltd;

• Calibre Global Pty Ltd;

• Bimblebox Nature Refuge;

• Mackay Conservation Group;

• Queensland South Native Title Services; and

• East West Line Parks Ply Ltd.



272 QUEENSLAND GOVERNMENT GAZETTE No. 35 [1 October 2010

Following the submission of Hancock Coal's amended Application on 28 May 2010,
additional submissions were received from QCoal, Xstrata Coal and two additional
submissions were received from affected landowners.

Copies of all of the submissions were provided to Hancock Coal with an opportunity to
respond. Hancock Coal has provided to The Coordinator-General its response to all
submissions.

Many submissions argued that construction of the Alpha Coal Mine would lead to negative
impacts. However, the subject of Hancock Coal's Application relates solely to the Rail
Corridor. Hancock Coal is not seeking infrastructure facility of significance approvals in
respect of its Alpha Coal and Kevin's Corner Projects, nor is such approval required in order
for Hancock Coal to proceed with those projects.

Private individuals

A range of submissions were received from private individuals whose land is likely to be
affected by the Rail Corridor and from interest holders residing near the Rail Corridor.

These individuals raised a number of concerns, including the potential for flood impacts and
altered overland water flows negatively impacting farm water storages and land usage,
separation of farming lands with associated loss of economic productivity, issues associated
with the day-to-day management of their farming operations (such as the need to move or
install new water pipelines, dams, fences, stockyards, under and overpasses, safety at rail
crossings, noise pollution), and the health and safety risks to the local residents and cattle
from dirt and coal dust pollution.

In response to the concerns raised by private individuals, Hancock Coal has noted the
following:

• In accordance with the EIS process, Hancock Coal is required to put in place measures to
minimise and manage environmental impacts. Hancock Coal will be liaising in this
regard with individual interest holders to ascertain their specific concerns; and

• Hancock Coal will consult individually with affected interest holders regarding losses
suffered as a result of construction of the railway. Hancock Coal has undertaken to, in
consultation with interest holders reinstate or relocate existing farm infrastructure directly
impacted by the railway. Where land is compulsorily acquired by The Coordinator­
General, affected interest holders will be entitled to compensation in accordance with the
Acquisition ofLand Act 1967 (Qld).

Further, Hancock Coal has committed to undertaking the same actions that Queensland Rail
has undertaken with respect to interest holders affected by the Northern Missing Link,
namely to:

• implement a Land Access Protocol for visiting personnel, consultants and contractors;

• provide cattle, vehicle and machinery crossings of the railway;

• provide service conduits at nominated locations under the railway to allow the laying of
water pipes and other services;

• fence the corridor boundaries;
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• pay financial compensation for property severance and any reduced economic viability;

• implement a Weed Management Plan;

• provide a safety and operational contact phone number; and

• once construction is underway, develop a plan with interest holders to implement the
works in a coordinated manner.

As a result of Hancock Coal's amendment to its Application to seek a realignment of the Rail
Corridor in the Newlands area, by letters dated the 11 June 2010, the Department of
Infrastructure and Planning wrote to five interest holders affected by Hancock Coal's
amended Application inviting submissions on the proposed changes to the original alignment
traversing their land interests. Two additional submissions from landowners were received
objecting to the realignment. In respect of those additional submissions, Hancock Coal noted
that it would be amenable to seeking voluntarily agreed outcomes with the landowners in
order to minimise impacts on their properties.

QCoal Ply Ltd

QCoal and its subsidiaries are the holders of various types of exploration and mining permits
in the northern part of the Bowen Basin. QCoal noted that the original route of the Rail
Corridor ran through areas held under QCoal's granted exploration permits. QCoal claimed
that the corridor as proposed would result in sterilisation of significant resources of coal and
presented "best case", "likely case" and "worst case" scenarios. QCoal estimated that the
areas subject to the original alignment of the Rail Corridor had potential in situ coal
resources of up to 498 million tonnes of raw coal, yielding up to 330 million tonnes of
mainly hard coking coal product. In QCoal's estimate, this meant that up to $66 billion worth
of coal could be sterilised by the Rail Corridor. QCoal submitted that, as a result, QCoal and
the State of Queensland would be deprived of significant coking resources, which had been
identified as critical for replacement of declining coking resources in the State, and that the
State would lose substantial coal royalties in the sum of up to $5.56 billion. QCoal further
claimed that the Rail Corridor had not taken into account the cost of compensation payable to
QCoal as a result of sterilisation of its resources.

Hancock Coal in response stated that, in respect of one of the exploration permits which
QCoal noted was particularly affected by the Rail Corridor, that the proposed alignment of
the Rail Corridor in that area is parallel to the existing Northern Missing Link corridor, and
that further impact as a result of the Rail Corridor is therefore expected to be minimal.

Hancock Coal also noted that the final Rail Corridor is only expected to be 60 to 100 metres
in width, and that QCoal's calculations as to the amount of coal likely to be sterilised may
have been based on the nominal 500 metres corridor width proposed by Hancock Coal for the
purposes of its Application. In Hancock Coal's view, therefore, QCoal's estimate as to the
value of coal likely to be sterilised is likely to be overstated. Further, if coal resources were
in the future determined to be of significant value, Hancock Coal noted that there were
precedents for the temporary or permanent relocation of rail corridors.

QCoal claimed that the Rail Corridor effectively severs the Galilee Basin from existing east
coast rail and pipeline infrastructure, as well as severing the Bowen Basin vertically such that
any projects or services that cross from east Bowen to west Bowen will need to cross the Rail
Corridor. Hancock Coal, in its response, noted that the Rail Corridor has been designed to
ensure that it does not cross any existing Queensland Rail networks except at the entry to
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Abbot Point, so as to avoid isolating Bowen Basin coal producers from existing Queensland
Rail networks. Hancock Coal further noted that there were no submissions from any Galilee
Basin proponents as to isolation as a result of the Rail Corridor. The Rail Corridor is
required to cross the North Queensland Gas Pipeline, Sunwater Pipeline and QR North Coast
line. However, Hancock Coal stated that there are reasonably priced engineering solutions
available to all these crossings.

QCoal also submitted that, as the Mineral Resources Act 1989 (Qld) prevents the carrying on
of operations within certain distances of a railway, this will significantly restrict new
developments within the vicinity of the Rail Corridor. Hancock Coal, in its response, stated
that the Minerai Resources Act relates only to activity on a mining lease, and does not apply
where there is existing infrastructure in place.

QCoal expressed concern that the effect of the Rail Corridor on other projects being carried
on within the Bowen Basin area had not been adequately addressed in Hancock Coal's
Application, including the North Queensland Gas Pipeline, proposed Burdekin water pipeline
duplication and Water for Bowen canal. Hancock Coal noted that the Pilbara railway in
Western Australia had been successfully constructed to cross gas pipelines without
significant impact. Further, some of the projects that QCoal referred to in its submission,
such as the Water for Bowen balancing storage facility, Abbot Point Pumping Station, Ergon
Energy Substation and Ramsar Wetlands are located within the Abbot Point State
Development Area, and are not the subject of Hancock Coal's Application.

QCoal further claimed that Hancock Coal failed to properly negotiate with it.

QCoal claimed that all necessary considerations for an approval under Section 125 of the
SDPWO Act had not been made out. In particular, it claimed that Hancock Coal failed to
undertake a costlbenefit analysis of the route to the State and other Galilee Basin producers,
and had failed to properly consider alternative routes, particularly those proposed by QCoal.
QCoal further submitted that the computer modelling program utilised by Hancock Coal in
determining the preferred alignment of the Rail Corridor was based on a flawed process.
Hancock Coal responded by stating that it had undertaken an extensive analysis, consisting
of a number of studies and a number of alternative rail routes.

QCoal submitted that the Rail Corridor would have a net negative financial impact on
Australia, Queensland and the local region, by being a financial drain on the State's resources
and the people of Queensland, and that it would have a negative impact upon the community
wellbeing, economic growth and employment levels of the affected regions and Queensland
as a whole. Hancock Coal has disputed this claim.

QCoal requested that an IFS declaration be deferred until a Bankable Feasibility Study had
been completed for the Alpha Coal Project.

QCoal requested that the current route be realigned so as not to impact on QCoal's projects.
To that end, QCoal proposed two alternative alignments for the Rail Corridor which would
avoid impacting QCoal's tenements in the Bowen Basin and, in QCoal's submission, better
service other coal producers in the Galilee Basin. In its response Hancock Coal stated that it
had considered an alignment to the west of the current Rail Corridor, as suggested by QCoal,
but had rejected an alignment in that area because it would have led to significantly increased
construction and operational costs, as well as adding approximately 12 months to the
construction period due to the topography and geology of the area. Hancock Coal noted that
the alignments proposed by QCoal would involve traversing the Leichhardt Range, which
was a major impediment to the establishment of an alignment in that area.
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In response, Hancock Coal proposed a realignment of the route in the areas over which
QCoal's mining interests lie so as to minimise the impact on QCoal. Hancock Coal noted
that the amended alignment, which "hugs" the Northern Missing Link, minimises any
potential impacts on possible coal resources. This is because the Rail Corridor will be placed
as close as possible to the existing narrow gauge rail corridor. Hancock Coal was of the view
that the amended alignments proposed by QCoal were not reasonable, and could not be
progressed by Hancock Coal, as they would not enable the development of a viable, long
term railway that will underpin the Galilee Basin developments.

On 28 April 2010 the Deputy Coordinator-General wrote to QCoal on an informal basis
seeking comments on Hancock Coal's proposed realignment. QCoal responded by letter
dated 4 May 2010 stating that the amended alignment was worse than the original alignment.

Geological Survey of Queensland, a division within the Department of Employment,
Economic Development and Innovation (DEEDI), at a meeting on I April 2010, was
requested to carry out an independent assessment of the claims of sterilisation made by
QCoal in its submission. To this end, QCoal provided further supplementary information to
DEEDI on a Commercial-in-Confidence basis.

This assessment found that the geological and coal quality data was sparse in all of the three
areas of claimed sterilisation and insufficient to make a definitive determination of tonnage
of sterilisation claimed. However, consideration of the resources demonstrated and the
regional geology supported the view that significant resources of coal would be sterilised by
the original alignment proposed in the Application. The assessment therefore recommended
that an alternative route be considered.

Following discussions with QCoal, on 31 May 2010 Hancock Coal formally amended its
Application, to change the alignment of the Rail Corridor in the area adjacent to the southern
end of the Newlands coal rail system. The amended alignment proposes to "hug" the existing
Newlands rail line and the Northern Missing Link (which is currently under constmction), in
order to provide a workable solution for both parties. Hancock Coal has also offered
engineering design assistance to QCoal to optimise QCoal' s access requirements to
infrastructure.

The assessment by Geological Survey of Queensland found that the new proposed route by
Hancock Coal appeared to substantially reduce the coal sterilisation impacts claimed in
QCoal's original submission, as it:

• eliminates potential sterilisation in QCoal's Area 2;

• virtually eliminates sterilisation in QCoal's Area 3;

• significantly lessens the impact on coal resources in Area I by adjoining the corridor for
the Northern Missing Link which is under construction; and

• passes over areas of deeper coal inferred to be of lesser quality and areas of major
geological faults, and where coal is already sterilised by the existing Newlands line.

On 2 June 2010, the Deputy Coordinator-General wrote to both QCoal and Xstrata Coal
formally advising of Hancock Coal's amended Application and the traversing of the Rail
Corridor over land in which QCoal and Xstrata Coal hold interests.
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QCoal, by letters dated 4 June 2010 and 8 June 2010, stated that it remained committed to
opposing any rail corridor which traversed and sterilises the Moranbah Coal measures and
sought an extension of time until 18 June 2010 to respond. This extension of time was
granted by the Deputy Coordinator-General on II June 20 IO.

QCoal provided a response to the amended Application on 18 June 2010. QCoal noted that
the amended route continues to severely affect QCoal's exploration permits by significantly
sterilising resources and also affects QCoal's Drake Project.

QCoal submitted that Hancock Coal was required to amend its original Application, rather
than just provide updated maps, and publish the amended Application on its website. QCoal
also submitted that The Coordinator-General was required to re-advertise the amended
Application.

QCoal repeated its submissions with respect to:

• The excessive nature of the 500 metre wide Rail Corridor footprint;

• The detrimental economic and social impact of the Rail Corridor;

• That the alternate route was not properly investigated;

• Should compulsory acquisition proceed, QCoal will seek full compensation for the value
of its interests in the affected tenements, and costs attributable to disturbance and
severance; and

• The failure by Hancock Coal to properly negotiate with it.

Additionally, QCoal submitted that:

• The Rail Corridor would sever the connection between QCoal's Byerwen Coal Mine and
the Newlands Rail Line and Northern Missing Link. QCoal submitted that the additional
bridges required to cross the Rail Corridor would render the Rail Corridor uneconomic;

• The amended alignment would continue to sever other QCoal developments such as the
Havilah (Rosella Creek) Mine and Fig Tree Mine;

• The Rail Corridor would sever coal seam gas deposits held by BG and Westside;

• Hancock Coal has failed to undertake an EIS in relation to the proposed Rail Corridor,
which is fundamental to satistying the requirements of Section 125 and Section 174 of
the SDPWO Act;

• Hancock Coal has not procured the necessary infrastructure for the delivery of water,
power, port and rail facilities;

• Hancock Coal has failed to demonstrate a market for its medium grade thermal coal; and

• The proposed Resources Super Profits Tax renders the Alpha Coal Project uneconomic
because it is a medium quality thermal coal project.

On 21 June 2010 Hancock Coal provided a response to the issues raised in QCoal's
submission of 18 June 2010. Hancock Coal noted that the Rail Corridor does not actually
impact upon the infrastructure or mining areas of QCoal's proposed Drake development.
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Hancock Coal also noted that, contrary to QCoal's submission, no significant impacts are
expected to coal seam gas deposits in the Newlands to Collinsville area, as the alignment of
the railway is adjacent to the Northern Missing Link and Newlands railway.

Hancock Coal did not accept that there was a need to re-advertise the Application, as
consultation has already occurred and the parties affected by the amendment were already in
discussions with the Department of Infrastructure and Planning and/or Hancock Coal.
Hancock Coal again clarified that the width of the final Rail Corridor will only be 60 to 100
metres.

Hancock Coal reiterated that the amended alignment for the Rail Corridor minimised any
impacts on QCoal by following as close to the Northern Missing Link as possible, and also
minimises impacts on any future Xstrata landholdings.

Hancock Coal also provided two recent demand forecasts and two recent price forecasts to
demonstrate the ongoing demand for thermal coal globally. Hancock Coal noted that
Australia's main competitor for thermal coal is Indonesia, and that Australia has lost market
to Indonesia primarily due to a lack of rail and port infrastructure.

Hancock Coal submitted that the bridge costs provided by QCoal are substantially overstated.
Hancock Coal has previously indicated that it would be prepared to locate the Rail Corridor
in close proximity to the Northern Missing Link to share the approaches to bridge structures.
Hancock Coal also submitted that the bridges referred to in the QCoal submission are
planned regardless of the Rail Corridor as they are required to cross the Northern Missing
Link.

Hancock Coal stated that it was in discussions with providers of the relevant necessary
infrastructure.

Hancock Coal noted that the proposed Resource Super Profits Tax would have a negative
impact on the entire minerals industry, but was of the view that it would have a far greater
impact on QCoal's projects given they are still in a concept phase, making it more difficult to
attract investment.

QCoal, by letter dated 17 September 2010 raised several issues of concern in relation to the
manner in which the Application was being processed. It is not considered that the
additional process steps which have been suggested by QCoal are, in the circumstances,
required or necessary.

Other organisations

AMCI (Alpha) Pty Ltd, as the manager of the South Galilee Coal Project, was generally
supportive of Hancock Coal's initiative but sought to ensure that the Rail Corridor is
adequate to support the infrastructure required for both present and future demand, and that it
would be a true multi-user corridor. In its response, Hancock Coal noted that the railway, as
currently proposed, could be increased to hold a capacity of 120 Mtpa through additional
rollingstock, passing loops and duplications. Beyond 120 Mtpa Hancock Coal noted that
further duplication systems would be required. Hancock Coal stated that modelling work has
been undertaken to confirm this approach, and that partial duplication could occur within the
proposed 60 metre corridor. Further, Hancock Coal has consistently advised that it intends to
make the railway available to third party users.

Calibre Rail Pty Ltd, which has been engaged by Hancock Coal as the railway consultant to
undertake the Bankable Feasibility Project, provided a submission in support of Hancock
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Coal's application. Calibre Rail referred to the wide ranging benefits which could result from
a large project such as this, including employment opportunities for local and Indigenous
communities, economic and skills development for supporting local industries and a direct
and significant contribution to the State's export performance.

Isaac Regional Council provided a submission noting that if the Rail Corridor is not
negotiated properly there may be a negative impact on the effective running of local cattle
and cropping businesses. However, the Council also stated that it recognises the economic
benefits to the communities within the Galilee and Bowen Basins, and has provided a letter
of support in respect of Hancock Coal's Application.

Mackay Conservation Group raised concerns regarding environmental impacts and the
compensation payable to affected interest holders. Although these concerns are not directly
relevant to the criteria to be satisfied under Section 125 (1) of the SDPWO Act, Hancock
Coal has stated its intention to minimise environmental impacts as much as possible and
ensure that fair compensation is paid to interest holders.

Bimblebox Nature Refuge submitted that the grazing industry would suffer in having to
compete with the wages offered by the mining industry, and that exploitation of the Galilee
Basin's coal reserves prevented more sustainable and longer term development in the area.

Queensland South Native Title Services, acting for the Wangan and Jagalingou People,
raised concerns that if the Rail Corridor is declared to be an infrastructure facility of
significance, Hancock Coal will seek to compulsorily acquire the affected Native Title claim
land prior to an ILUA being entered into. Hancock Coal in its response noted that its
preference is to enter into an ILUA if possible. An ILUA with the Wangan and Jagalingou
People has now in fact reached in-principle agreement.

North Coal Pty Ltd (North Coal) is the holder of an exploration permit in the Bowen Basin
which is affected by the Rail Corridor. North Coal raised concerns with respect to
impediments to the existing rail line and exploration activities. North Coal noted that it did
not have any coal deposits directly sterilised by the Rail Corridor, but that it was concerned
as to the effect the Rail Corridor will have on its future interests. Hancock Coal, in its
response, stated that it had been careful to ensure that known, demonstrated mining resources
will not be impacted by the Rail Corridor. In relation to access concerns, Hancock Coal
noted that it is required to provide access for property holders during construction and that it
did not expect that there would be any significant impediments in this regard.

East West Line Parks Pty Ltd (EWLP) through its Project Iron Boomerang (PIB), proposes to
build a heavy-haul (40t/axle) standard gauge multi-user railroad for the transport of coal (east
to west) and iron ore (west to east) across the width of Australia. EWLP submitted its
objection to any and all development, including Hancock Coal's Alpha Coal Project, that
would impede or affect the development of PIB. Hancock Coal responded by letter dated 2
June 2010 to EWLP noting that, as far as it was aware, it did not impede EWLP's plans with
respect to the State Development Area, and indicating its undertaking to provide third party
access to the Rail Corridor.

Xstrata Coal has mining exploration permits over land which is affected by the amended
alignment of the Rail Corridor. In response to a request from the Deputy Coordinator­
General for informal comment on the proposed realignment to the Rail Corridor, on 11 May
2010 Xstrata Coal provided a submission stating that it had not completed its exploration in
the area proposed to be traversed by the Rail Corridor, and it was concerned that there may
be mineable resources in that area which it had not discovered. Xstrata Coal stated that its
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preference would be for an alignment which ran parallel to the existing railway line as much
as possible and minimised the width of the Rail Corridor. Xstrata Coal noted that it was
prepared to work with Hancock Coal to finalise an alignment which minimises impacts on
Xstrata Coal. The amended Application submitted by Hancock Coal did propose an
alignment "hugging" the Newlands Railway Line and Northern Missing Link. By letter
dated 2 June 2010 the Deputy Coordinator-General wrote to Xstrata Coal seeking comments
on Hancock Coal's amended Application. Xstrata Coal provided a response dated 23 June
2010, advising that the Rail Corridor will potentially sterilise coal assets held by Xstrata Coal
and its joint venture partners. Xstrata Coal repeated its preference for the Rail Corridor to be
included within the rail corridor currently required for the Northern Missing Link. Xstrata
Coal advised that it would like sufficient time to conduct a drilling program to ascertain
what, if any, economic coal deposits are contained beneath the Rail Corridor.

Hancock Coal in response by letter dated 9 September 2010 noted that the Rail Corridor does
"hug" the Northern Missing Link wherever possible. Hancock Coal also stated that there
were precedents to deal with the situation where coal resources are later located in land over
which a railway has been built or is proposed to be built.

4.12 Economic Significance of the Infrastructure Facilities

In respect of the potential capability of the Rail Corridor to contribute to employment levels,
as a factor which must be taken into account under Section 125 (2) of the SDPWO Act, the
Rail Corridor will have significance to the Fitzroy and Mackay regions by providing greater
employment opportunities. During construction of the railway between 2011 and 2013,
Hancock Coal is intending to establish four different work camps along the Rail Corridor,
with the possibility of further work camps also being established at each end of the railway.
Each camp is expected to consist of approximately 250-300 workers. Upon construction,
Hancock Coal estimates that 150-200 predominately operational staff will be employed to
work on the railway, mostly at or near Bowen in the Whitsunday Region. It is anticipated
that significant support businesses will also be required to assist with the running of the
railway and the increased staff in the area.

The Rail Corridor is also likely to contribute to economic growth within Australia,
Queensland and the Fitzroy and Mackay regions. Such a potential for economic growth must
be taken into account in accordance with Section 125 (2) of the SDPWO Act.

Hancock Coal estimates that the Alpha Coal and Kevin's Corner Mines will increase
Australia's export revenues by approximately $5-6 billion per year, and will increase
Queensland's overall coal production by 35 per cent. Such economic return is not possible
without the necessary rail infrastructure to transport the coal to the port.

There will also be a demand for additional products as a result of the Rail Corridor, such as
the need for the manufacture of coal transporting bins, additional locomotives and signalling
equipment. This will have flow-on benefits not only for the relevant regions but also for the
State.

In addition, by providing Hancock Coal with the ability to successfully produce the coal from
the Alpha Coal and Kevin's Corner Mines for export, the Rail Corridor will indirectly benefit
the Galilee Basin area by providing long-term sustainable jobs and increased wages spent
primarily in the relevant region. Hancock Coal estimates that it will also provide the State of
Queensland with over $430 million per annum in royalty payments at full production of the
above Mines.

l
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It is anticipated that the Rail Corridor will open up mining of thermal coal in the Galilee
Basin, as its remote location and corresponding lack of supporting infrastructure have
precluded large-scale mining to date. The Rail Corridor would, therefore, provide a solid
basis for future resource development in the area. There are many mining interests
conducting exploration activities in the Galilee Basin at present. As noted above, over 14
billion tonnes of thermal coal which complies with JORC standards has been identified in the
Galilee Basin by Hancock Coal and other potential producers.

There will be further significant flow-on economic benefits from the use and construction of
such mines. Regionally it will lead to increased investment in the Galilee Basin, increased
employment at the mines and for associated services, and an increase in money spent in the
relevant region. At a State and National level, opening up the Galilee Basin will contribute
to the growth of the coal industry in Queensland, an increase in royalties payable to the State
and an increase in Australia's export revenue. Therefore, the Rail Corridor is likely to
contribute to resource development, which is a relevant consideration in accordance with
Section 125 (3) of the SDPWO Act.

4.13 Social Significance of the Infrastructure Fl'cilities

In accordance with Section 125 (2) of the SDPWO Act the potential for the Rail Corridor to
contribute to community well-being must be taken into account. There are a number of
factors which indicate that the Rail Corridor will contribute positively to community well­
being.

Opening up the Galilee Basin through the establishment of the Rail Corridor will lead to
enhanced local infrastructure such as power, roads, water and communications, which local
Councils would in all likelihood not be able to fund without outside intervention.

In 2008, the Barcaldine and Isaac Regional Councils had an estimated population of 3,394
and 21,933 people respectively, with unemployment levels lower than the State average.
Forecasts indicate that the Barcaldine region will experience only limited population growth
over the next 20 years, whereas the Isaac region is expected to experience rapid population
growth. The anticipated labour requirements, at the very least during the construction
process, would represent a significant expansion of the population base in these areas.

The Whitsunday Regional Council area, which has a largely tourism-based industry, has
recently seen its unemployment rate rise to a level higher than the State average. Given that
most of the operational and maintenance staff to be employed on the railway will be located
in the Whitsunday Regional Council area, this will have significant social benefits, both in
providing employment opportunities and also in diversifying the employment market.
Further, as the Rail Corridor requires a skilled workforce, this presents opportunities for
training and upskilling. This is a particularly important benefit given that the level of
educational attainment in the areas along the Rail Corridor is lower than the State average.

Further, Hancock Coal has established the Hancock Community Support Program based at
Alpha, to assist the Alpha community to achieve independent growth and long-term
sustainability.

5. The Reasons for the Decision

The Hancock Coal Rail Corridor was approved as an infrastructure facility that is of
significance, particularly economically or socially, to Australia, Queensland and the Fitzroy
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and Mackay regions, being the regions in which the infrastructure facility IS to be
constructed, for the following reasons:

• There are forecasts of a significant increased demand in thermal coal globally in the next
five years, particularly through the seaborne export market. Significant amounts of
thermal coal have been identified in the Galilee Basin which could be exported to meet
this demand;

• The Alpha Coal and Kevin's Corner Mines, to be constructed by Hancock Coal and
related entities, are ranked as having one of the largest thermal coal resources in the
world. Hancock Coal has identified in excess of 7.8 billion tonnes of coal which meets
JORC compliance standards from those two Projects;

• There is no existing infrastructure suitable to allow transportation of coal from the
Galilee Basin to Abbot Point, or to any other port, for exportation. This has contributed,
at least in part, to the lack of large-scaling mining operations in the Galilee Basin.
Existing rail infrastructure is unable to accommodate the demand and road transportation
is unsuitable due to the projected tonnages of coal that would need to be transported;

• Hancock Coal is proposing to construct a standard gauge, stand alone railway of
approximately 495 km in length from its Alpha Coal Mine in the Galilee Basin to the
Port at Abbot Point. It is expected that a spur and loadout loop will also allow the
railway to transport coal from the Kevin's Corner Mine, which is proposed to be
constructed and operated by another subsidiary of Hancock Prospecting;

• It is expected that the railway will carry between 30 and 60 Mtpa of coal, although the
railway has been designed to carry up to 80 Mtpa of coal, with an ability to further
increase this capacity through the use ofpartial duplication;

• The Rail Corridor traverses land owned by approximately 40 different interest holders.
Hancock Coal has proposed to transfer to the State any land it voluntarily acquires for the
Rail Corridor, so that the State will own the underlying tenure for the land. Hancock
Coal then proposes that the State lease or sub-lease the necessary land back to Hancock
Coal on a long-term basis;

• The final width of the Rail Corridor will be between 60 and 100 metres, although for the
purposes of its Application Hancock Coal has sought a footprint of 500 metres in width.
This footprint will be refined as the project proceeds to the construction phase;

• Hancock Coal has undertaken to make the railway available to third party users pursuant
to a voluntary undertaking in accordance with Part IlIA of the Trade Practices Act 1974
(Cth). To this end, there are a number of other existing and potential coal producers in
the Galilee Basin which are likely to benefit from a railway from the Galilee Basin to the
Port at Abbot Point;

• Hancock Coal has undertaken a detailed analysis to determine the preferable route for the
Rail Corridor, having regard to the minimisation of environmental impacts and the
impact on affected interest holders. Hancock Coal amended its Rail Corridor in the area
adjacent to the southern end of the Newlands coal rail system to minimise coal
sterilisation and infrastructure access impacts. In that area Hancock Coal proposes to
"hug" the existing Newlands rail line and the Northern Missing Link (which is currently
under construction);

I
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• Construction of the Rail Corridor is likely to commence in 2011, and will take
approximately 24 months to complete. First export of coal from the Alpha Coal Mine,
utilising the Rail Corridor, is anticipated for late 2013;

• Hancock Coal may require assistance from the State with respect to land acquisition in
accordance with Section 125(1) (f) of the SDPWO Act, access to land and assistance with
temporary closures of infrastructure during construction. Hancock Coal does not expect
to require State assistance once the construction of the Rail Corridor has been completed;

• The information contained in Hancock Coal's Application and subsequent material,
including that provided on a Commercial-in-Confidence basis, demonstrates that
Hancock Coal has progressed the financial analysis of the proposed Rail Corridor as far
as is reasonably possible at this stage and that, based on the material to hand the Rail
Corridor is expected to be viable;

• The possible environmental impacts of the Rail Corridor will be scrutinised during the
EIS process. Hancock Coal's EIS will need to be approved at both a State and
Commonwealth level before the Rail Corridor can proceed. However, Hancock Coal has
at this stage undertaken to provide environmental offsets where vegetation cannot be
restored and to implement a CEMP to mitigate environmental effects of construction of
the Rail Corridor;

• The information contained in Hancock Coal's Application and subsequent material,
including that provided on a Commercial-in-Confidence basis, demonstrates that
Hancock Coal has progressed its implementation planning as far as possible at this stage,
and that the implementation planning appears to be feasible and reasonable;

• Hancock Coal has indicated that it will seek to commence negotiations with relevant
interest holders to purchase the necessary land once the EIS and relevant approvals have
been obtained. In this regard, it should be noted that, prior to The Coordinator-General
being able to take land for the Rail Corridor, The Coordinator-General will need to be
satisfied that Hancock Coal has taken reasonable steps to negotiate to acquire the land by
agreement;

• In accordance with clause 3.18 of the Guidelines for acquisition oflandfor infrastructure
projects by persons other than the State, made pursuant to Section 174 of the SDPWO
Act, should Hancock Coal seek assistance from The Coordinator-General in compulsorily
acquiring land required for the Rail Corridor, Hancock Coal will be required to confirm
that the Rail Corridor will proceed within reasonable timeframes;

• Hancock Coal has negotiated the terms of ILUAs with two of the three affected
registered Native Title claim groups. An ILUA with the third affected registered Native
Title claim group has reached in principle agreement. In this regard, it should also be
noted that, prior to The Coordinator-General being able to take any Native Title interests
in land for the purpose of the Rail Corridor, he must be satisfied that Hancock Coal has
taken reasonable steps to form an ILUA with the affected claim groups;

• Hancock Coal has conducted investigations on the affected land for the purpose of the
EIS process. Hancock Coal has also undertaken a number of studies to determine the
most preferable alignment for the Rail Corridor;

• The Rail Corridor will have economic significance to the Fitzroy and Mackay regions,
Queensland and Australia, through:

l
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a) providing an increase in employment opportunities, both during construction of
the railway and on an ongoing basis;

b) providing an opportunity for support businesses to be established to support the
railway and its staff;

c) increasing Australia's export revenue in the amount of$5 to 6 billion per year;
d) increasing the need for additional products to be manufactured as a result of the

railway, such as coal transporting bins, additional locomotives and signalling
equipment;

e) increasing Queensland's overall coal production by 35 per cent;
t) increasing the amount of royalties payable to the State, estimated to be $430

million per year;
g) by providing the means through which coal from the Alpha Coal and Kevin's

Corner Projects can be exported, indirectly contributing to long-term sustainable
jobs; and

h) potentially opening up the Galilee Basin to encourage other large-scale mining
projects in the area, which will have further flow-on economic benefits at the
national, State and regional levels.

• On the basis of the factors identified above:

a) the Rail Corridor will make an important contribution to resource development in
the Galilee Basin area and the relevant region, as well to Queensland and
Australia more generally, pursuant to Section 125 (3) of the SDPWO Act; and

b) the Rail Corridor will contribute positively to economic growth and employment
levels within the Fitzroy and Mackay regions and within Queensland and
Australia, pursuant to Section 125 (2) of the SDPWO Act.

• The Rail Corridor will have social significance to the Fitzroy and Mackay regions,
Queensland and Australia, through:

a) providing a need for enhanced local infrastructure and technology, which may not
have been financially viable otherwise;

b) increasing the population base in the Barcaldine and Isaac Regional Council areas
particularly during the construction phase;

c) providing ongoing employment opportunities in the Whitsunday Regional
Council area, which has an unemployment rate higher than the State average;

d) diversifying the employment opportunities available in the Whitsunday Regional
Council area, which has a largely tourism-based industry; and

e) providing the opportunity for training or upskilling in areas where the level of
education attainment is lower than the State average.

• On the basis of the factors identified above, the Rail Corridor will positively contribute to
community wellbeing, pursuant to Section 125 (2) of the SDPWO Act;

• The submissions that have commented on Hancock Coal's Application or amended
Application have all been taken into account. The findings of fact outlined above lead to
the conclusion that the Rail Corridor should be approved as an infrastructure facility of
significance;

• Regard has been had particularly to the submissions made by QCoal in respect of the
potential sterilisation of its resources. However, it is considered that the realignment
proposed by Hancock Coal in its amended Application balances the needs of both parties.
Consistent with the advice of Geological Survey of Queensland, it is considered that the
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realignment substantially reduces any coal sterilisation impacts in respect of QCoal's
exploration permits, by adjoining the Rail Corridor to the Northern Missing Link which
is currently under construction and passes over areas of coal already sterilised by the
existing Newlands line. QCoal's concern that the amended alignment continues to
potentially sterilise its resources has been taken into account. However, given the
significantly increased costs to Hancock Coal, as well as the geographical difficulties of
realigning the Rail Corridor completely outside of the Bowen Basin area, combined with
the preliminary stages of QCoal's exploration in the area, it is considered that the
amended alignment is the best solution to balance the interests of both QCoal and
Hancock Coal; and

• In response to QCoal's concerns that Hancock Coal failed to negotiate with it, there is no
strict requirement under the SDPWO Act for the proponent to first attempt to purchase
the land by commercial negotiation before a declaration under Section 125 (I) can be
made. However, prior to any application for compulsory acquisition, Hancock Coal will
need to demonstrate that it took reasonable steps to first purchase the land by agreement.


