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Submission: Russell Vale Colliery Underground Expansion Project - Second Review 

The Lock the Gate Alliance is a national grassroots organisation made up of over 40,000 supporters 
and more than 250 local groups who are concerned about unsafe coal and gas mining. These groups 
are located in all parts of Australia and include farmers, traditional custodians, conservationists and 
urban residents. 

Our vision is of healthy, empowered communities, which have fair, democratic processes available 
to them to protect their land and water and deliver sustainable solutions to food and energy needs. 

The mission of the Lock the Gate Alliance is to protect Australia’s natural, cultural and agricultural 
resources from inappropriate mining and to educate and empower all Australians to demand 
sustainable solutions to food and energy production. 
 
Introduction 
 
Thank you for the opportunity to make a submission to the second review for Russell Vale. 

Longwall mining is a destructive process which causes subsidence and consequent cracking of the 
surface area above.  The Russell Vale expansion is located in the Water NSW Schedule 1 Special 
Areas, the primary purpose of which is to maintain the ecological integrity of the area immediately 
surrounding our water storage dams in order to protect the quantity and quality of the drinking 
water upon which the 4.6 residents of Greater Sydney rely. 

When the Minister for Resources and Energy Anthony Roberts announced the cancellation of three 
Petroleum Exploration Licences (PELs) in significant areas of the Sydney Water Catchment in March 
2015, including PEL 442, which shares boundaries with the Russell Vale project, he said: 

“The Special Areas of the Sydney Water Catchment are the most sensitive and important areas 
for securing our drinking water supply.” 

Polling conducted by the Australian Conservation Foundation found that communities adjacent to 
the Russell Vale project agree with the Minister. In a Reachtel poll commissioned by the ACF on 17 
March, 2015, a voter survey in the southern Sydney water catchment electorates of Wollondilly and 
Heathcote found:  

• 83% of voters are concerned about the affects of coal and CSG mining in Sydney’s water 
catchment 

• 80% of voters want the NSW Government to keep its promise to stop mining in Sydney’s water 
catchment. 
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As the expansion project at Russell Vale threatens the drinking water supply for almost 25,000 
people, the health of local residents, local amenity, habitat for threatened species and an 
endangered ecological community of swamps, it is immensely important that the costs of this 
project are carefully weighed against an objective assessment of any promised benefits. This 
project’s cost benefit analysis is described by reviewers as, “the primary tool to evaluate whether the 
project will deliver net benefits to society.”1 For this reason, we have focussed our submission on the 
CBA. 

In addition to our assessment of the CBA, we would like to draw the Commission’s attention to the 
track record of Wollongong Coal and their parent company Jindal Steel and Power Ltd, in the context 
of an ongoing investigation into whether or not this company is ‘fit and proper.’ We are of the view 
that this company is not fit and proper, and we submit that this is relevant to any decision made 
under the Environment Planning and Assessment Act 1979 regarding Wollongong Coal’s 
development application for the Russell Vale Underground Expansion Project. 

We understand that the Russell Vale colliery is closer to a built up suburban area than most other 
coal mines currently operating in Australia. The project shares boundaries with the streets of Russell 
Vale. Approval conditions, monitoring and regulation can only go so far in terms of ensuring that 
industrial coal miners are good neighbours. Beyond regulation, local communities rely on the 
professionalism and good character of proponents. We believe that the conduct of Wollongong Coal 
in Australia, and of their parent company overseas, means that local residents should be concerned 
about the willingness of this company to play by the rules. The fact that the company is in clear and 
most probably terminal financial distress, also creates a financial environment where there will be 
pressure to cut corners. 
 
Wollongong Coal not ‘fit and proper’ 
 
Lock the Gate Alliance has raised significant concerns directly with Minister Roberts, asserting that 
Wollongong Coal is not ‘fit and proper’ within the meaning of section 380A of the Mining Act 1992. 
Attachment A to our submission is a letter from the NSW EDO to Minister Roberts detailing these 
concerns. If Minister Roberts is of the view that Wollongong Coal is not a fit and proper person, its 
existing mining rights should be reconsidered and any further applications to mine coal in NSW by 
Wollongong Coal ought to be refused.  

Under section 380A(2) of that Act, the decision-maker may take into consideration a number of 
matters in determining whether a company is a fit and proper person to hold a mining right. These 
considerations include:  

• criminal conduct issues;  
• record of compliance with relevant legislation;  
• technical competence in regard to management of activities or works;  
• whether the company or a director thereof is not of good repute;  
• whether the company or a director thereof is not of good character, with particular regard 

to honesty and integrity; and  
• financial capacity to comply with obligations under the mining right.  

1 CIE, October 2015, Review of CBA for Russell Vale extension, pg 2 
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Impacts from Scope 1 and 2 GHG emissions  $150,000 
Health impacts to local residents from increased air pollution  unknown 
TOTAL NET BENEFIT <$18-$23m ($25,022,000) 

 

The analysis below provides background to the summary in Table 1.  

This project will cost more in subsidies than is returned in royalties 

The CBA for Russell Vale pointedly states that projected royalties are the yardstick by which net 
benefits to society from this project should be judged, but these royalties need to be compared to 
public subsidies if a benefit to the taxpayer is to be claimed on behalf of the project. A detailed case 
study about likely public subsidies to the Russell Vale expansion can be found at Appendix A (below). 
This case study is based on the report Assessing Thermal Coal Production Subsidies, jointly authored 
by the Carbon Tracker Initiative, Energy Transition Advisors (ETA), the Institute for Energy Economics 
& Financial Analysis (IEEFA) and Earth Track. The report identified significant subsidies for the 
Australian coal trade, including rehabilitation, tax deductions, direct spending and fuel excise 
exemptions. 

If the average $5.22 per tonne subsidy attributed to Australia’s seaborne coal trade applies to 
Wollongong Coal’s expansion project, then the cost of the subsidies over the five-year life of the 
project would be $24.38 million ($5.22 per tonne x 934,00 tonnes per year over 5 years). The 
Department of Planning and the proponent suggest that the “minimum net production benefit 
accruing to Australia is estimated to be $23 million (present value) in royalties” and that other “costs 
would need to be valued at greater than $23 million (present value) for the Project to be considered 
questionable from an economic efficiency perspective.”5  

It does not make sense to justify a project based on $23 million in royalties for ‘schools, roads and 
hospitals’, if the project will cost the public purse more than $24 million in subsidies, particularly 
when royalties are more likely to be about $18 million, or $6 million less than the cost of subsidies. 
Subsidies are a residual cost not considered by the BCA.  

If Wollongong Coal’s expansion is subsidised at $5.22 per tonne or more, then by the NSW 
Department of Planning and the proponent’s own reckoning, the Russell Vale expansion would be 
“considered questionable from an economic efficiency perspective”. 

Recent five-year forecast for coal prices indicates expected royalties are over estimated 

In revised analysis in July 2015, Gillespie Economics estimated coal royalties of $23 million (in 
present value terms). “This is based on …average annual ROM production of 934,000 tonnes, 52.6% 
coking coal and 28.6% thermal coal, WCL adjusted coal prices based on Energy & Metals Consensus 
forecasts (August 2014) i.e. average of USD84/tonne for coking coal and USD61/tonne for thermal 
coal, and an AUD/USD exchange rate forecast of 0.73 based on NAB (2015).” 6 

The original CBA for the Russell Vale expansion projected $29 million (in present value terms) worth 
of royalties to NSW. “This assumed a future price over the next 5 years of $150 per tonne for coking 
coal and $90 per tonne for thermal coal. It assumed a royalty rate of 7.2 per cent (assuming 
underground mine with extraction taking place at depths shallower than 400 metres).” 7 

5 NSW Planning, Nov 2015, ADDENDUM REPORT: MAJOR PROJECT ASSESSMENT, Russell Vale Colliery Underground 
Expansion Project (MP 09_0013), pgs 18 & 19 
6 CIE, October 2015, Review of CBA for Russell Vale extension, pg 4 
7 CIE, October 2015, Review of CBA for Russell Vale extension, pg 4 
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NSW DPE maintains that the “residual social and environmental costs would need to be valued at 
greater than $23 million (present value) for the Project to be considered questionable from an 
economic efficiency perspective.”8 Wollongong Coal concede that a “20% decrease in production or 
USD price would reduce the minimum threshold value to $18.6 million.”9 

We understand that current forecasts for the 5-yr outlook for thermal and metallurgical coal strongly 
suggest that a 20% downgrade in projections for royalties would be prudent. The price of 
metallurgical or coking coal has slumped to $US70 a tonne. Two weeks ago, a senior BHP Billiton 
executive, Mr Udd said: "I think it's dangerous to try and align a business around prices improving 
in metallurgical coal. I personally think it will get worse before it gets better."10  
 
For the 28.6% fraction of thermal coal, the outlook is the same: instead of USD61/t used by Gillespie 
Economics, the Newcastle coal forwards markets have prices remaining below US$48/t through 
October 2021.11 

Loss of stream base flow is costed at up to $430,000 

According to a review of the economics of this project, “the maximum predicted loss of stream 
baseflow within the Sydney Basin Nepean Groundwater Source, as a result of the proposed mining, is 
15 ML/year (as estimated in the revised Groundwater Assessment, GeoTerra, 18 August 2015).”12 If 
additional mitigation costs for this 15 ML/year impact were incurred by a third party “then the 
estimated impact (of $430 000 at a high end) would need to be deducted from royalties to generate 
the net benefits to community from the Project.”13 
 
In Lock the Gate’s analysis, there may be a cost per annum in perpetuity of between $7,500 and 
$30,000 depending on how loss of drinking water is valued (CIE notes an estimate of under $500 per 
ML derived utilising Sydney’s 2010 Metropolitan Water Plan, whilst also citing $2,000 per ML from 
Gillespie’s BCA). $500 to $2,000 per ML x 15 over a century = $750,000 to $3,000,000. For 
argument’s sake, we used the $430,000 amount cited in CIE’s review, though we would like to draw 
the Commission’s attention to our estimate, which is significantly higher; and which values the losses 
over a longer timescale. 
 
On 16 October, 2015, Water NSW made the point that “the maximum estimated baseflow losses 
were predicted to occur at the end of mining in approximately 2020 (Figure 83). However, the 
maximum impacts in the groundwater model Layer 1 were predicted to occur in the time frame of 
approximately 50 to 100 years after mining and are predicted to persist for centuries.”14  
 
Acting on the concern that water loss may persist for centuries, WaterNSW requests that the 
recommended conditions require the proponent to: 

“prepare, in consultation with WaterNSW, detailed predictions of surface water losses from 
Cataract Creek, Cataract River, and their tributaries, having regard for cumulative subsidence. 

8 NSW Planning, Nov 2015, ADDENDUM REPORT: MAJOR PROJECT ASSESSMENT, Russell Vale Colliery Underground 
Expansion Project (MP 09_0013), pg 18 
9 Russell Vale UEP Response to PAC Review Report – Part 1 23 July 2015 For Wollongong Coal Limited, pg 3 
10 http://www.afr.com/business/mining/bhp-sees-coal-price-getting-worse-before-it-gets-better-20151124-
gl7az1#ixzz3tW1Eb24F  
11 IEEFA, Nov 2015, ‘Carpe Diem: Eight Signs That Now is the Time to Invest in the Global Energy Market 
Transformation’,  
12 CIE, October 2015, Review of CBA for Russell Vale extension, pg 6 
13 CIE, October 2015, Review of CBA for Russell Vale extension, pg 7 
14 Water NSW in Addendum Report to the PAC, Appendix J(6) - WaterNSWa.pdf 
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The predictions should be made for the period during mining and for 10 year time intervals up 
to 200 years following the completion of mining.”15 

Deduct $62,000 for Water NSW’s additional monitoring costs 
 
Water NSW has advised that it will incur additional monitoring costs to monitor the compliance of 
the mine, estimated at $30 000 per annum. Assuming that these costs are incurred in each year over 
the 5 year life of the project then this would result in an additional cost of $62 000 in present value 
terms (CIE study, 2015). 

Deduct $150,000 from expected benefits for damage from greenhouse gas emissions 

The revised CBA estimates the project would have net social benefits to Australia of a minimum of 
$23m minus the cost of greenhouse emissions ($0.15m) and hence is considered desirable and 
justified from an economic efficiency perspective. The CBA does not consider any cost at all to 
society from Scope 3 greenhouse gas emissions. 

Cost to taxpayer of 86,000 truck journeys per year. 

With the current 35 tonne capacity trucks, transporting 3 million tonnes of coal would take nearly 
86,000 truck journeys to the Port per year and approximately 242 return journeys per day (484 in 
total).  This represents 32 trucks per hour both ways or one every two minutes or alternatively, one 
for every change of the traffic lights. 

Wollongong City Council at its Ordinary Meeting of 8 April 2013 considered a report on the Major 
Underground Expansion Project application (MP-09/0013) for the colliery at which time Council 
resolved, as follows: “Council reaffirm its position in support of freight haulage to be conducted by 
rail (or sea where appropriate) rather than by road.”16 

More truck movements means more diesel exhaust fumes, a known cause of lung cancer and 
possible cause of other cancers. Burning diesel creates large amounts of particulate matter air 
pollution including small particles of less 2.5 micrometers (known as PM2.5). The Clean Air Scientific 
Advisory Committee, set up by the US Environmental Protection Agency (EPA, which is leading the 
investigation into VW), concluded that short- and long-term exposure to PM2.5 could cause death 
and cardiovascular harm (by increasing the risk of strokes and heart attacks) and was likely to cause 
respiratory harms such as asthma. Similarly the World Health Organization has stated that, “there is 
a close, quantitative relationship between exposure to high concentrations of small particulates and 
increased mortality or morbidity.”17 

Health impacts from dust and particulate pollution are costs to the local community 
 
The colliery is a major source of particulate pollution.  A report commissioned by the company in 
201218 calculated that Russell Vale Colliery was emitting 779 tonnes per year of particulate matter 
pollution (coal dust and particles) per year. Particulate matter is emitted from coal combustion, coal 
dust, trucks, diesel trains, tankers and heavy machinery used in mining, transport and loading and 
can cause or worsen: 
 

15 Water NSW in Addendum Report to the PAC, Appendix J(6) - WaterNSWa.pdf 
16 Wollongong City Council, 12 May 2014, Minutes of Ordinary Meeting of Council  
17  Barnett, A, Knibbs,L, The Conversation, September 23, 2015, ‘Diesel fumes and your health: VW cover-up shows we need 
to test local cars’ 
18 NRE No 1 Colliery Particulate Matter Control Best Practice Pollution Reduction Program, PAE Holmes, 25 October, 2012, 
p. 10.  See Dust Pollution Reduction Program  
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• Asthma attacks 
• Worsens chronic lung disease 
• Increased risk of cardiovascular problems 
• Contributes to lung cancer development 
• Increased hospital emissions 
• Increased deaths 

 
“The risk of these impacts rises with greater exposure, over a longer period, especially among those 
who are most vulnerable.”19 
 
Removal of Longwall 6 (LW6)  

We agree with Wollongong Council’s position that longwall 6 should be removed from the mine plan 
in order to minimise the likely adverse impact upon the CCUS4 swamp of ‘special significance. 20 We 
note that removal of Longwall 6 is consistent with a previous EPBC Act approval for part of the 
Russell Vale mine, following advice from the Independent Expert Scientific Committee. If this were 
to occur, royalties from the sale of LW6 coal need to be deducted from the $23m figure cited in the 
BCA. 

The negative impacts of this project will endure (in the case of water, for centuries), but its expected 
royalties may never reach the ‘minimum threshold value’ if mine profitability impacts on production. 
 
The review coal benefit analysis report report concedes that there is no guarantee that the level of 
production required in order for $23m in royalties to be paid, will occur. Diminishing returns and 
rising costs have pushed mines into care and maintenance. When a mine is in care and maintenance, 
no royalties are generated for NSW.  

Conclusion 
 
This project’s cost benefit analysis is described by reviewers as: “the primary tool to evaluate 
whether the project will deliver net benefits to society”. Our assessment of the overall costs vs 
projected royalties finds that our community will be $2M-$7M worse off if the Russell Vale 
expansion is approved. This gap may widen in the event that production is reduced or halted due to 
deteriorating markets conditions caused by the structural decline of coal. 

As Minister Roberts said so clearly: the “Special Areas of the Sydney Water Catchment are the most 
sensitive and important areas for securing our drinking water supply.” Independent polling has 
revealed that an overwhelming majority of our community does not support the expansion of coal 
mining underneath our water catchment Special Areas. Longwall mining is not compatible with the 
long-term protection of our drinking water supply. 

Lock the Gate is of the view that this company is not fit and proper. We submit that this is relevant 
to any decision made under the Environment Planning and Assessment Act 1979 (NSW) regarding 
Wollongong Coal’s development application for the Russell Vale Underground Expansion Project. 

Beyond regulation, local communities rely on the professionalism and good character of proponents. 
We believe that the conduct of Wollongong Coal in Australia, and of their parent company overseas, 

19 Doctors for the Environment Australia & Public Health Association of Australia_Redacted.pdf, 3 February, 2015, 
presentation to the PAC Review for Russell Vale 
20 WCC, 14 Oct 2015, letter to Ms M Kirton, Senior Planner, Resource Assessments, Department of Planning & Environment 
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means that local residents should be concerned about the willingness of this company to play by the 
rules. The fact that the company is in clear and most probably terminal financial distress, also 
creates a financial environment where there will be pressure to cut corners. 

We believe that it would be reckless and against the public interest to approve this project. 
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Appendix A - likely public subsidies to the Russell Vale expansion 

“Coal subsidies can prop up uneconomic coal extraction and encourage new entry and expansion 
that would not otherwise occur.”21 If the primary aim of this exercise is to weigh the costs of this 
Project against promised benefits, then, in our view, this cannot be done without requiring an 
independent assessment of the cost of public subsidies against projected royalties.  

A detailed analysis, entitled Assessing Thermal Coal Production Subsidies, jointly authored by the 
Carbon Tracker Initiative, Energy Transition Advisors (ETA), the Institute for Energy Economics & 
Financial Analysis (IEEFA) and Earth Track, identified significant subsidies for the Australian coal 
trade, including rehabilitation, tax deductions, direct spending and fuel excise exemptions (see Table 
1). A description of these subsidies is summarised in the report, thus: 

• Mine rehabilitation costs: Mine rehabilitation costs constitute a significant subsidy in the 
Australian coal sector… We value rehabilitation costs at A$4/tonne. This estimate is 
based on an independent analysis of Australian mine closure and rehabilitation liability 
published in May 2015 by Lachlan Barker. He estimated Australian mining has generated 
at least A$18bn of rehabilitation liabilities, mostly unfunded. We converted this to a 
shortfall per ton of coal extracted, and conservatively treated half (A$2.05/US$1.50/t) as 
a subsidy, given the lack of adequate rehabilitation bonding and long history of deferral 
and externalisation of this cost. 
 

• Tax subsidies and direct spending: The OECD estimates that between 2005 and 2011 the 
Australian government provided a total of A$1,150m (US$840m) of financial assistance 
via tax subsidies and direct spending to the Australian coal industry. This included 
accelerated depreciation for coal mining buildings, capital expenditure deductions, 
immediate write---off of exploration and prospecting costs, government costs of the 
Clean Coal Fund and New South Wales Derelict Mines Program, among others. This is the 
equivalent of A$1.25 (US$0.91) for every tonne of coal sold over the data period. 
 

• Fuel Tax Credits: The Australian government also hands out over A$6bn annually under 
its Fuel Tax Credits Scheme – an estimated 40% of which goes to Australia’s mining 
industry, and of this share, a third flows to coal mining. In comparison to prevailing tax 
levels on petrol and other fossil fuels within the OECD (aside from North America), this 
exemption for coal mining companies constitutes special treatment. 

Australian coal industry subsidies 
 Total Subsidy Per tonne 
Rehabilitation (2015) A$18bn capital subsidy A$2.05 
Tax deductions and direct spending (2005-2011) A$414m A$1.25 
Fuel excise exemption (2012-2013) A$767m A$1.92 
  A$5.22 
Table 2: Adapted from data in 'Assessing Thermal Coal Production Subsidies’ 

 

21 Carbon Tracker Initiative, Energy Transition Advisors (ETA), the Institute for Energy Economics & Financial Analysis (IEEFA) and Earth 
Track, September 2015, Assessing Thermal Coal Production Subsidies, pg 2 
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