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EXECUTIVE SUMMARY

Hansen Bailey was commissioned by Muswellbrook Coal Company Limited to conduct a
regulatory compliance audit of the Muswellbrook Coal Mine Development Approval
DA 205/2002 and its supporting documentation for the audit period of
1 September 2009 until 31 July 2012.

This audit was conducted by Daniel Sullivan (RABQSA International Certified Auditor
113202) and Chelsea Kavanagh from Hansen Bailey, with the site component completed on
9 August 2012. The audit consisted of a detailed desktop review of documentation,
interviews with key Muswellbrook Coal Company Limited staff and a field inspection of the
workshop and lay down area, refuelling bay, mining area and rehabilitation areas in
accordance with ISO 14010 - Guidelines and General Principles for Environmental Auditing,
and ISO 14011 - Procedures for Environmental Auditing.

The field inspection revealed a good standard of environmental performance particularly in
relation to the success of rehabilitation activities. Appropriate hydrocarbon management
measures within the refuelling bay and equipment laydown areas were in place however
could be improved to minimise the potential for environmental contamination. Sediment and
erosion control works established around the workshop and across the site were found to be
working effectively.

Two blasts exceedances of the 120 dB(L) criteria have been recorded since the last
Department of Planning and Infrastructure independent audit (AECOM 2009). The first
exceedance occurred on 21 October 2009 at the Queen Street (B1) monitor recording
120.4 dB(L). The second exceedance of 120 db(L) occurred on 4 March 2011 was
monitored at 120.9 dB(L) at Site B4 (Nisbet). Both exceedances were reported to the Office
of Environment and Heritage within seven days. Section 3.3 describes the management
measures that Muswellbrook Coal Company Limited have since implemented to mitigate
against the potential for future blast exceedances.

During the audit period one blast event occurred outside the hours of 9 am to 5 pm on
Thursday 2 June 2011 at 5:09 pm to avoid an unplanned, self-initiating detonation. This was
also reported to Muswellbrook Shire Council.

A number of exceedances of the short term (24 hour average) PM,, air quality criteria
resulting from an episodic event in the Muswellbrook area were noted for the 2009-2010
reporting period while two exceedances of the noise criteria were also noted during the
June 2011 survey period.

A review of the complaints database demonstrated that the number of complaints received
by MCC have generally been continuing to decrease significantly.
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Completed rehabilitation across the site was viewed to be in excellent condition with other
areas where mining operations have been completed noted to be undergoing shaping and
preparation for future rehabilitation efforts. Muswellbrook Coal Company Limited contractors
noted rehabilitation had been extremely successful particularly hand seeded areas east of
the No. 1 Open Cut and further noted that a large amount of work had been completed to
achieve the high standard of rehabilitation. It was noted that prior to areas being seeded
high application rates of an organic growth medium was also applied to assist with growth.

This audit identified some non-compliances against conditions of Development Approval DA
205/2002 (as modified) and other licences and approvals, including non-compliances to be
addressed as described in Section 2 of this report. Various recommendations have been
made and are summarised in Section 4.

This audit has concluded that although areas for improvement were identified as part of this
audit, in general, a good standard of environmental management is being applied to the
operation of Muswellbrook Coal Mine.
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LIMITATIONS OF REPORT

In preparing this regulatory compliance audit report, Hansen Bailey has assessed all
activities appropriate and necessary to evaluate the environmental status of the site and
operations on it. Hansen Bailey has addressed all technical matters which might reasonably
be considered to be relevant to such an assessment conducted to standards which apply in
New South Wales. Based on observations of the site, interviews with appropriate staff and a
review of available documentation, it is Hansen Bailey’s opinion that the potential critical
environmental issues associated with the site and operations are those discussed in this
report. However, Hansen Bailey can only advise on the basis of the information available to
them and therefore cannot dismiss absolutely the possibility that parts of the site, or adjacent
properties, may give rise to additional issues.

The conclusions presented in this report are professional opinions based solely upon Hansen
Bailey’s visual observations of the site and the immediate site vicinity, and upon Hansen
Bailey’s interpretations of the documentation reviewed, interviews and conversations with
personnel knowledgeable about the site and other available information, as referenced in this
report. These conclusions are intended exclusively for the purposes stated herein, at the site
listed, and for the Project indicated.

Opinions presented in this report apply to the site’s conditions and features as they existed at
the time of Hansen Bailey’s site visit on 9 August 2012, and those reasonably foreseeable.
They necessarily cannot apply to conditions and features which Hansen Bailey is unaware of
and has not had the opportunity to evaluate.

This report does not, and does not purport to, give legal advice on the actual or potential
environmental liabilities of any individual or organisation, or to draw conclusions as to
whether any particular circumstances constitute a breach of relevant legislation.
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MUSWELLBROOK COAL MINE
REGULATORY COMPLIANCE AUDIT REPORT

for
Muswellbrook Coal Company Limited

1 INTRODUCTION

1.1 BACKGROUND

Hansen Bailey was commissioned by Muswellbrook Coal Company Limited (MCC) to
conduct an independent environmental compliance audit of Muswellbrook Coal mining
activities and all associated surface facilities approved under DA 205/2002, as most recently
modified by the No. 1 Open Cut Extension. The specific scope of work is enunciated in
Condition 8.1 of DA 205/2002. The focus of the audit was to assess compliance of the
operations against DA 205/2002 and other relevant licences and approvals required under it.

The most recent environmental compliance audit at the MCM was conducted in 2009 by
AECOM (AECOM 2009). As such the scope of this audit report was to assess the
compliance of MCM'’s operations during the period from the last audit (September 2009) until
31 July 2012. The audit was conducted by Daniel Sullivan (RABQSA International Certified
Auditor 113202) and Chelsea Kavanagh from Hansen Bailey.

The audit consisted of a detailed desktop review of documentation, interviews with key MCC
staff and a field inspection of the workshop and lay down area, refuelling bay, the No. 1 open
cut mining area and rehabilitation areas. The audit was conducted in accordance with 1SO
14010 - Guidelines and General Principles for Environmental Auditing, and ISO 14011 -
Procedures for Environmental Auditing.

A field inspection was conducted on 9 August 2012 by Daniel Sullivan and Chelsea
Kavanagh. The weather conditions at the time of the inspection as taken from the Jerry
Plains Bureau of Meteorology (BoM) station (located approximately 25 km to the south of
MCM) consisted of westerly winds at up to 19 km/h and a temperature of 18.9 degrees
Celsius (BoM 2012). These conditions were consistent with those experienced during the
site inspection at MCM.

An opening meeting was held at site with MCC personnel in attendance which included:

. Chris Knight — Coal and Environment Manager;

. Colin Davies — Carbon Based Environmental Advisor;

Ref: 120927 mcc regulatory compliance audit.docx HANSEN BAILEY
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. Lori Dennin-King — Carbon Based Environmental Assistant;
. Nicole Glen — Carbon Based Environmental Assistant;
. Daniel Sullivan — Hansen Bailey, Lead Auditor; and

o Chelsea Kavanagh — Hansen Bailey, Auditor.

A brief agenda for this meeting and itinerary for the audit is included in Appendix A.
1.2 SITE DESCRIPTION

MCM is located approximately 2.5 km to the north-east of the township of Muswellbrook.
MCC has a long history of underground and open cut coal mining in the Muswellbrook area,
dating back to the opening of the Muswellbrook No. 1 Underground Colliery in 1907. MCC
has been an integral part of the Muswellbrook community for over 100 years.

Mining operations at MCM commenced prior to any planning controls and have since
occurred in accordance with a number of development consents and other approvals. MCC
operates under Development Consent Approval (DA 205/2002) (Development Consent)
granted by Muswellbrook Shire Council (MSC) for the “Extension of MCC’s No. 1 Open Cut
Coal Mine” (September 2003). The supporting document to DA 205/2002 is the
“Muswellbrook Coal Company Limited, No. 1 Open Cut Extension Environmental Impact
Statement 2002” (HLA EnviroSciences 2002) (MCC EIS) which describes the mining
operations and associated activities within No. 1 Open Cut Extension Area (No. 1 Extension).

A modification was granted by MSC on 19 December 2005 (DA 205/2002 MOD1) to relocate
powerlines to allow the progression of approved mining operations and to carry out minor
extensions to the workshop and store facilities. This modification was supported by a
Statement of Environmental Effects entitled “Section 96(1A) Application to Modify
Development DA 205/2002” (Parsons Brinckerhoff 2005).

A further modification was granted by MSC on 13 July 2009 (DA 205/2002 MOD2) to
facilitate the relocation of existing surface facilities to enable the approved extraction of the
underlying coal resource and seek approval for a revised conceptual final landform at MCM.
This modification was supported by the “Muswellbrook Coal Mine Development Consent
Modification Statement of Environmental Effects” (2009 Modification SEE) (Hansen
Bailey 2009). Works under this SEE have not yet been commenced and as such have not
been assessed as part of this audit.

A third modification was granted by MSC on 23 December 2010 (DA 205/2002 MOD3) to
facilitate an extension to its No 1. open cut area to enable the recovery of an additional
5.2 million tonnes (Mt) of coal within a 28.4 ha area within existing mining leases (see
Figure 1). This modification was supported by the “Development Consent Modification
Statement of Environmental Effects” (2010 Modification SEE) (Hansen Bailey 2010).

Ref: 120927 mcc regulatory compliance audit.docx HANSEN BAILEY
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MCM is operated in accordance with DA 205/2002 dated 1 September 2003 and its
supporting documentation as described in Appendix B and Appendix C. MCM has
approval to conduct open cut mining operations within the No. 1 Extension with a combined
maximum production rate of up to 2 Million tonnes per annum (Mtpa) product coal until 2015.

MCC’s workforce as at 30 June 2012 consisted of 101 full time employees, including,
administration, technical services, production, maintenance and open cut staff. There is also
an average of 28 contractors and casual workers on site who primarily perform production
and maintenance orientated duties. In the 2010 — 2011 financial reporting period, MCM
produced approximately 1.4 Mt of ROM coal. Both coarse and fine rejects are trucked back
to the pit for disposal at a low level in the mining void.

MCC has approval to road transport up to 2 Mtpa product coal from MCM. All product coal is
transported by highway trucks up to 38 tonne in capacity which travel via the Mine Access
Road to Muscle Creek Road and then on to the New England Highway. Product coal is
largely hauled to a rail loading facility at the Ravensworth Coal Terminal (RCT) where it is
railed to the Port of Newcastle for sale to the export market. A small amount of product coal
may also be sold to regional power utilities for use in domestic power generation.

1.3 REQUIREMENT FOR AUDIT

The specific scope of work is enunciated in Condition 8.1 of DA 205-2002 which is
reproduced below:

Third Party Monitoring/Auditing

“‘INDEPENDENT ENVIRONMENTAL AUDITING

(@) Every three years from the date of this consent until completion of mining in
the DA area, or as otherwise directed by MSC, the Applicant shall conduct
an environmental audit of the mining and infrastructure areas of the
development in accordance to ISO 14010 — Guidelines and General
Principles for Environmental Auditing, and 1ISO 14011 — Procedures for
Environmental Auditing (or the current versions), and in accordance with
any specifications required by MSC. Copies of the report shall be submitted
by the Applicant to MSC, EPA, DIPNR, DMR, NPWS and CCC within two
weeks of the report’s completion for comment.

(b) The audit shall:

(i) assess compliance with the requirements of this consent, licences and
approvals;

(i) assess the development against the predictions made in the EIS;

Ref: 120927 mcc regulatory compliance audit.docx HANSEN BAILEY
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(i) review the effectiveness of the environmental management of the mine,
including any mitigation works;

(iv) be carried out at the Applicant’'s expense; and

(v) be conducted by a duly qualified independent person or team approved
by MSC (as acceptable to Minister for Infrastructure and Planning).

(c) MSC may, after considering any submission made by the relevant
government agencies, and CCC on the report, notify the Applicant of any
requirements with regard to any recommendations.”

Accordingly this audit and assessment addresses environmental regulatory compliance
against conditions of:

Development Consent: DA 205-2002 and any supporting documentation;

Relevant Mining Authorities;

) Environmental Protection Licence (EPL); and

Other relevant licences.

As part of the field inspection the audit also assessed and has made relevant comment on
the current level of performance with regard to environmental management practices across
the site.

1.4 REPORT STRUCTURE

Section 1 provides an introduction, background, site description and layout of MCM and
describes the requirement for the audit.

Section 2 provides a discussion on the identified non-compliances and status against
the conditions of DA 205/2002, its supporting documents, management plans and other
licences and approvals available for review at the time of the audit.

The compliance status of each licence and approval condition is described with the use of
criteria that has been developed to aid in determining the performance of each condition as
shown in Table 1.
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Table 1
Compliance Status Categories

Compliance
P Description
Category
1 Requirements met
2 Requirement is not satisfied and action is needed to meet requirements

Section 3 provides a discussion on general environmental performance across the site
including comment on environmental monitoring, complaints and incidents, rehabilitation,
hydrocarbon management, waste and water management, general housekeeping and
closure.

Section 4 provides a summary of key recommendations from the audit.
Section 5 lists references used during the preparation of the audit.
Appendix A includes the Opening Meeting Agenda and Audit Itinerary.

Appendices B and C present a tabular representation of compliance against each condition
of DA205/2002, the EIS commitments and other relevant licences and approvals.

Each compliance table includes details of the specific licence / condition (as appropriate), the
current status and relevant comments in relation to compliance status. The compliance
status of each licence / condition is ranked as either 1 or 2 in accordance with the prescribed
compliance status categories presented in Table 1.

Where a 2 has been given, the reasons for this designation are denoted in bold text. Where
conditions have not yet been activated (due to activities not being commenced or requests
not being made for example), the term “Not Triggered” has been applied.

Appendix D includes photographs from the site inspection.
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2 COMPLIANCE WITH RELEVANT STATUTORY REQUIREMENTS

The completed compliance tables for each of the documents that were available for review
as part of the audit are provided in Appendix B. This section provides a discussion on each
of the non-compliance items (i.e. requirements that have been ranked as Compliance
Category 2) that have been identified during the audit.

2.1 DEVELOPMENT CONSENT

The non-compliances in relation to DA 205/2002 (as modified) are summarised below:

o Condition 1.1 and 6.3.1 — Two overpressure exceedances over criteria of 120 dB(L)
occurred on 21 October 2009 and 4 March 2011 measuring 120.4 dB(L) and
120.9 dB(L) respectively;

o Condition 1.1 and 2.4 — Blast event occurred outside the hours of 9 am to 5 pm on
Thursday 2 June 2011 at 5:09 pm to avoid an unplanned, self-initiating detonation.

o Condition 3.3(g) — A Section 139 Excavation Permit as stipulated under the Heritage
Act 1977 was not obtained for the demolition of the Muswellbrook Brick Works site
which is listed as being of regional historic significance. A letter from MSC dated
16 December 2009 granting their consent was provided to MCC to proceed with the
demolition of the former Muswellbrook Brick Works.

o Condition 1.1 and 6.1.1 — During the 2009 — 2010 reporting period the PM4o 24 hour
average criteria was exceeded on 13 occasions at Site 1, 11 occasions at Site 2 and
14 occasions at Site 3. The AEMR states that these episodic events generally
occurred on days when there were high west to northwest winds and hazy conditions
were observed throughout the entire Muswellbrook Shire. MCC would not significantly
impact the particulate levels at these sites under these wind conditions, as the open cut
operations are located to the east and southeast of these sites. The National
Environment Protection Measures (NEPM) goal within 10 years is a maximum <50
ug/m?® of up to 5 days per year. This indicates an exceedance of the NEPM at all three
monitoring locations.

o Condition 1.1 and 6.4.1 — Exceedances of noise criteria during June 2011 survey. The
noted exceedances were of the LAeq,15min and LA1,1min criterion (night) at
monitoring site R7 from an engine continuum and digger bucket noise and LA1,1min
criterion (night) at monitoring site R13 from an engine continuum and dozer engine
noise.

o Condition 11.3 — No evidence that MCC entered into a voluntary planning agreement
with MSC. A Memorandum of Understanding between MCC and MSC has been
entered into regarding the transfer of Void No. 3 for waste collection and access road.

Ref: 120927 mcc regulatory compliance audit.docx HANSEN BAILEY
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2.2 ENVIRONMENTAL IMPACT STATEMENT

Key commitments from the EIS are presented in Appendix B. Commitments arising from
the EIS were assessed for compliance as part of this audit. It was determined that MCC
were operating generally in accordance with the EIS. A considerable effort has been made
to ensure all commitments made in the EIS have been largely incorporated into the existing
MCC site management plans, the MOP and the AEMR.

2.3 STATEMENT OF ENVIRONMENTAL EFFECTS

As discussed in Section 1.1 a modification was granted by MSC on 19 December 2005
(DA 205/2002 MOD1) to relocate powerlines to allow the progression of approved mining
operations and to carry out minor extensions to the workshop and store facilities.

Works under this approval were viewed to be completed during the audit. It is understood
that these works were completed prior to the period of this audit and as such are not
discussed any further in this report.

DA 205/2002 MOD2 facilitated the relocation of existing surface facilities to enable the
approved extraction of the underlying coal resource and seek approval for a revised
conceptual final landform at MCM. This modification was supported by the “Muswellbrook
Coal Mine Development Consent Modification Statement of Environmental Effects”
(2009 Modification SEE) (Hansen Bailey 2009). Works under this SEE have not yet
commenced and as such have not been assessed as part of this audit.

DA 205/2002 MOD3 facilitated an extension to the No 1. open cut area to enable the
recovery of an additional 5.2 Mt of coal within a 28.4 ha area within existing mining leases
(see Figure 1). During the site inspection it was observed that mining was being conducted
generally in accordance with the 2010 Modification SEE. Also as required by MOD3 a copy
of the Offset Management Plan was issued to MSC on 24 July 2012 for comment and
approval.

2.4 OTHER LICENCES AND APPROVALS

The completed compliance tables for each of the other licences and approvals documents
that were available for review as part of the audit are provided in Appendix C. These tables
list the non-compliances identified against the other licences and approvals held by MCC that
are relevant to DA205/2002. Identified non-compliances were noted against the EPL and
Mining Leases and are outlined below. It is noted that these are consistent with the non-
compliances identified under DA 205/2002.

Ref: 120927 mcc regulatory compliance audit.docx HANSEN BAILEY
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241 EPL 656

. Condition L6.1 - An exceedance of the LAeq,15min noise criteria occurred during the
June 2011 survey at noise monitoring site R7 from an engine continuum and digger
bucket noise; and

. Condition L7.1 — Two blast exceedances as described Condition 1.1 and 6.3.1 of
DA 205/2002.

2.4.2 Mining Lease 1562

. Two blast exceedances as described Condition 1.1 and 6.3.1 of DA 205/2002.

2.4.3 Consolidated Coal Lease 713

. Two blast exceedances as described Condition 1.1 and 6.3.1 of DA 205/2002.

2.5 MANAGEMENT PLANS AND PROGRAMS

MCM is required to have in place the following management plans and strategies as required
under DA 205/2002:

o Environmental Management Strategy;

) Aboriginal and Cultural Management Plan;

. Flora and Fauna Management Plan;

. Erosion and Sediment Control Plan;

o Soil Stripping Management Plan;

o Visual Amenity and Landscape Management Plan;
. Final Void Management Plan;

. Bushfire Management Plan;

. Land Management Plan;

o Spontaneous Combustion Management Plan

o Site Water Management Plan including the Surface and Groundwater Monitoring Plan;
. Waste Management Plan;

. Dust Management Plan;

o Blasting / Vibration Management Plan;

. Noise Management Plan; and

o Lighting Emissions Management Plan.
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Condition 3.2 (f) of DA 205/2002 states:

‘The management plans are to be reviewed every five years or at other times as
directed by MSC, in consultation with the relevant government agencies...’

All of the above approved management plans were viewed dated December 2010 with the
exception of the Site Water Management Plan (incorporating the Surface and Groundwater
Monitoring Plan) which was dated June 2010.

It was noted that all management plans have been submitted to the relevant regulators as
required.

A copy of the draft Offset Management Plan was also viewed during the audit. This was
issued to MSC on 24 July 2012 for comment and approval as required by DA 205/2002
MOD3.
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3 SITE ENVIRONMENTAL PERFORMANCE

This section provides a review of management and mitigation effectiveness at site.
It provides a discussion on key issues including general environmental management,
findings of the site inspection, complaints and incidents summary, environmental monitoring,
water management, spontaneous combustion, rehabilitation and mine closure.

3.1 SITE INSPECTION

The site inspection involved an inspection of the workshop and offices, equipment lay down
areas, refuelling bay, tour of the No. 1 open cut and an inspection of rehabilitated areas.
Overall the site inspection revealed that MCM was being operated in a professional manner
that was generally consistent with the relevant licences and approvals as outlined in
Appendix B and Appendix C.

On the day of the audit, site housekeeping was observed to be of a satisfactory standard.
During the inspection of the workshop area it was observed that waste streams are being
appropriately segregated as is required by the Waste Management Plan. Spill kits were also
observed to have been present in the workshop area and all other areas where
hydrocarbons are handled or stored. It was observed that the scrap battery cage was locked
to restrict access and contained appropriate bunding within the cage. However a number of
batteries were stacked outside of the cage and not adequately bunded (see Plate 1).

The refuelling bay was observed to be generally well maintained with only minor hydrocarbon
spills identified. It should be noted that these spills were fully contained by concrete bunding
around the facility (see Plate 2 & 3). Other hydrocarbons were being stored adequately
within appropriately bunded areas (see Plate 4).

Within the heavy vehicle and equipment laydown area several small hydrocarbon spills were
observed (see Plate 5). At the time of the inspection these were not being actioned for
clean-up. It was also unclear if these spills had been reported as a minor incident.

As such, it is recommended that improvements could be made with additional focus on
improving spill response and undertaking training to improve hydrocarbon management
practices.

Dust suppression measures were visible around the workshop and along the main haul
roads with water carts observed to be operating during the inspection (see Plate 7). No
significant levels of dust were viewed during the site inspection.

Active mining operations were viewed in the No. 1 open cut area. Minor amounts of
spontaneous combustion were observed and measures were being implemented to control
the occurrence, including use of inert clay sealants / backfill and water sprays.
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Rehabilitation across the site was observed to be of a high standard (see Plate 8). Colin
Davies noted during the site inspection that the use of an organic growth medium (OGM) had
vastly improved survival rates of tree species and overall improved the establishment of
vegetation across the site. Rehabilitation progress in relation to the MOP commitments are
discussed in Section 3.7.

3.2 COMPLAINTS

A review of the complaints database demonstrated that the number of complaints received
by MCC have generally been continuing to decrease significantly. During 2009 a total of 21
complaints were received (nine complaints within the audit period of 2009). This was down
from 37 in 2008. During 2010 it was observed that only four complaints were received.
Throughout 2011 16 complaints were received while up until August 2012 five complaints
have been received.

Each complaint was investigated to ensure impacts did not exceed criteria where relevant.
In addition a report was provided to the complainant upon request.

3.3 INCIDENTS

A review of the past Annual Returns for the periods 30 November 2008 -
29 November 2009, 30 November 2009 — 29 November 2010 and 30 November 2010 —
29 November 2011 provided an indication of the previous reportable incidents that had
occurred at MCM primarily relating to two blasting exceedances, one noise exceedance and
missed data capture as described below.

Two blasts exceedances of the 120 dB criteria have been recorded since the AECOM 2009
audit. The first exceedance occurred on 21 October 2009 at the Queen Street (B1) monitor
recording 120.4 dB(L). Section 3.9.4 of the 2009/2010 AEMR reports on the exceedance
and notes that both Office of Environment and Heritage (OEH formerly DECCW) and
Department of Trade, Investment and Regional Infrastructure and Services (DTIRIS formerly
I& NSW) within 24 hours. A full incident investigation was conducted and a Blast
Overpressure Non-Conformance report for the incident was submitted to OEH within seven
days.

The second exceedance of 120 db(L) occurred on 4 March 2011 measuring 120.9 dB(L) at
Site B4 (Nisbet). OEH were notified of the incident on 11/03/11 and a letter sent on 15/03/11
to OEH along with MSC providing additional details regarding the exceedance.
No correspondence received from OEH or MSC at the time of the audit (LDK pers comms).
A full description of the blasting exceedance will be included in the 2010/2011 AEMR and the
30 November 2010 — 29 November 2011 Annual Return.
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MCC has implemented a number of proactive actions in order to minimise the potential for
further overpressure exceedances including a recalibration of ‘Shot Plus’ software and a
more extensive blast design procedure.

An exceedance of the LAeq,15min noise criteria occurred during the June 2011 survey at
noise monitoring site R7 from an engine continuum and digger bucket noise.

Minor incidents relating to missed data capture included 24 hour averages from PMy,
monitors, six day run samples from a TSP unit, dust deposition monitoring and missed blast
event monitoring data. Missed data capture represented only a small percentage of the total
data analysed and were deemed to have no adverse effects resulting from the non-
compliances.

3.4 ENVIRONMENTAL MONITORING

Discussions with site personnel and a review of the environmental monitoring network
confirmed that it is being maintained consistent with the Management Plans listed in
Section 2.5.

3.5 WATER MANAGEMENT

Water Management onsite was observed to be handled in accordance with the approved Site
Water Management Plan (June 2010). Sediment and erosion control works established
around the workshop and across the site were found to be working effectively.

3.6 SPONTANEOUS COMBUSTION MANAGEMENT

Spontaneous Combustion is managed in accordance with the approved Spontaneous
Combustion Management Plan dated December 2010. During the site inspection small
amounts of spontaneous combustion were viewed adjacent to the No. 1 open cut area.
Carbonaceous material with spontaneous combustion potential was observed being buried in
the open pit consistent with the requirements of the Spontaneous Combustion Management
Plan.

All coarse and fine reject material is trucked back into the pit for burial at a low level in the
mining void.

3.7 REHABILITATION

High quality and successful completed rehabilitation was viewed during the field inspection.
Rehabilitation efforts are continuing with the areas viewed during the audit demonstrating
that to date success rates have been high and the objectives of the Flora and Fauna
Management Plan and Land Management Plan have been met (see Plate 8).
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Rehabilitation was viewed to contain an excellent ground cover and high success rate for
both hand seeded and tube stock species.

It was noted during discussions with Chris Knight and Colin Davies during the site inspection
that MCC are planning to complete 13.1 ha of rehabilitation prior to 31 December 2012 in
order to achieve the current MOP commitment of 365.4 Ha of completed rehabilitation. This
remaining rehabilitation is planned to be completed over the coming months as part of the
2012 spring growing season.

3.8 MINE CLOSURE

MCC currently has approval to operate under DA 205/2002 until 2015. Although it is noted
that further resources are available beyond current mining limits it is a requirement that MCC
plan for closure in 2015 as is regulatory required within the Final Void Management Plan.

The approved Final Void Management Plan dated December 2010 includes a description of
possible final void uses that will need to be determined at least four years prior to cessation
of mining to allow low wall angles, pit floor configuration, and stockpiling of suitable material
requirements to take place. Given that the current approval expires in less than 4 years, this
mine closure planning work should be undertaken consistent with the requirements of the
Final Void Management Plan.
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4 RECOMMENDATIONS

The key recommendations from this audit are summarised in Table 2.

Table 2
Audit Recommendations

Description

Continue to implement proactive mitigation and management measures to minimise the likelihood of
exceeding blast overpressure, noise and air quality criteria. Recent results for 2012 indicate that
corrective actions implemented to date have been successful.

Liaise with MSC and OEH with regard to the completed demolition works of the Muswellbrook Brick
Works. The NSW Heritage Database should be updated to state that this site has been demolished.

Liaise with MSC in regard to any requirement for an agreement to be formed as stipulated by
Condition 11.3 of DA 205/2002. If deemed not required seek confirmation stating this.

It is recommended that once the Offset Management Plan is approved by Council that MCC seek to
secure and establish the designated offset area as required by DA 205/2002 MOD3.

Commence mine closure planning consistent with the requirements of the final void management plan.

Refresher training should be undertaken with the workforce regarding hydrocarbon management
around the workshop and lay down areas.

for
HANSEN BAILEY

Chelsea Kavanagh Daniel Sullivan
Environmental Scientist Senior Environmental Scientist
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Hansen Bailey

ENVIRONMENTAL CONSULTANTS

Muswellbrook Coal Company

ITINERARY

Muswellbrook Shire Council Compliance Audit

To be held on Thursday, 9 August 2012 at MCC Boardroom

Invitees
Name Company Role
John Furner (JF) MCC General Manager
Chris Knight (CK) MCC Environmental Manager
Colin Davies (CD) Carbon Based Environmental Advisor
Lori Dennen-King (LDK) Carbon Based Environmental Assistant
Daniel Sullivan (DS) Hansen Bailey Lead Auditor
Chelsea Kavanagh (CKa) Hansen Bailey Auditor
Time Description Location Attendees
8:00 am Opening Meeting MCC All
Boardroom
e Confirmation of Purpose of Audit
e Update on Operations (John Furner)
8:30 am Development Consent & EIS Review MCC CK, CD, LDK,
) ) Boardroom DS, CKa
e Including Environmental Management Plans
11:00am Other Licences & Approvals Review MCC CK, CD, LDK,
Boardroom DS, CKa

e Environment Protection Licence
e  Mining Authorisations

e  Mining Operations Plan

e Water Licences

e Dangerous Goods

Ref: 120809 MCC MSC Audit Itinerary.docx
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Time Description Location Attendees
12:00 pm Working lunch
12:30 pm General Environmental Issues Review MCC CK, CD, LDK,
Boardroom DS, CKa
e Water, waste management, dust, noise,
training, communications, complaints and
incidents, etc.
1:30 pm Field Inspection Field CK, CD, LDK,
DS, CKa
e MCC Site Facilities (Workshops, crusher and
stockpiles, truck load out area)
e Mining Operations and Rehabilitation
e Areas requiring spon com management
e Environmental Monitoring Sites
3:00pm Auditor Revision & Summation MCC DS, CKa
Boardroom
4:00pm Closeout Meeting MCC All
Boardroom
4:30pm Audit Closed MCC All
Boardroom
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Regulatory Compliance Table against
conditions of other Licences

and Approvals
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APPENDIX D

Photos from Site Inspection
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Plate 1
Battery Disposal and Storage Area

Plate 2
Refuelling Bay
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Plate 3
Behind Refuelling Bay

Plate 4
Fuel Containment Bund
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Plate 5
Heavy Vehicle and Equipment Laydown Area

Plate 6
Diesel Storage
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Plate 7
Active Use of Water Cart for Dust Suppression

Plate 8
Successful Rehabilitation

Ref: 120927 MCC MSC Audit_Appendix_Photos.doc HANSEN BAILEY



