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Dr Richard Chadwick

General Manager

Adjudication Branch

Australian Competition and Consumer Commission
GPO Box 3131

CANBERRA ACT 2601

Dear Dr Chadwick
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Port Waratah Coal Services Limited ("PWCS") and Newcastle Coal Infrastructure
Group Pty Limited ("NCIG") applications for authorisation A91110 - A91112
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Shenhua Watermark Coal Pty Limited (“Watermark™) welcomes the opportunity to
provide comment to the Commission in relation to applications A91110-A91112
lodged by Port Waratah Coal Services Limited ("PWCS") and Newcastle Coal
Infrastructure Group Pty Limited ("NCIG") and to respond to the Commission's letter
of invitation for submission dated 26 February 2009.
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Background
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Shenhua Watermark Coal Pty Limited is a subsidiary of the Shenhua Corporation,
which is ranked among the top three public mining companies in the world and is the
largest provider of coal. The Shenhua Corporation main businesses include
production and marketing of coal, power generation, railway transportation and port
operation
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In August 2008, Shenhua Watermark Coal Pty Limited (Watermark) successfully bid
for the exploration licence to the Watermark site (195km?) near Gunnedah, NSW and
will soon commence technical viability investigations. The Watermark deposit is
expected to hold significant coal measures of domestic and export quality. If mining is
feasible, Watermark will invest approximately $500 million in mine development and
construction, and create approximately 500 jobs during construction and more than
150 jobs on an ongoing basis once operations commence. It is expected that coal



exports through the port of Newcastle will commence within the next three to four
years.
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importance of securing export capacity
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Critical to the viability and success of the Watermark mine is its ability to effectively
and efficiently export sufficient coal product from the Hunter Valley. This not only
depends on Watermark’s ability to efficiently produce coal at the mine and deliver it
to the load point at least cost, but also on the ability to access Hunter Valley coal
chain transport and export infrastructure to allow product to be delivered to the port
terminal and loaded on to ships with no cost disadvantage.
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Without sufficient, timely and efficient access to transport infrastructure, sub-optimal

operations to align demand for transport and export infrastructure with constrained

supply may result in reduced production and export potential. As such, this may

make the project uneconomic and development of the mine not realised.
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Watermark acknowledges that introduction of the PWCS Tonnage Allocation Stage 1
system until 30 June 2009, under the current draft determination, has no direct impact
on the project. However, the process for developing the Implementation
Memorandum and Long Term Access Protocols contained within, and conditional to,
the approval of the current applications does. This is particularly important for
Watermark, as the proposed timeline to first-coal and export will occur within the ten
year authori%ation period being sought
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Development of the long term solution
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Watermark is fully supportive of the ongoing work towards a long term solution and
Long Term Access Protocols for Hunter Valley coal exporters, particularly in relation
to the guarantee for new entrants to secure export infrastructure capacity — as stated in
the proposed Draft Determination:
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...implementation of a long term contractual framework at the terminals,
commitments (o expand capacity for producers which is supported by long
term ‘ship or pay’ contracts, and access arrangements that ensure new and
expandfng coal pmducers will have acces*s to exporf t’ermz’nal capacily !
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As mentioned previously, it is critical to the mine development’s viability that

Watermark can secure sufficient and efficient transport and export infrastructure. The
ability to be able to commit to long term contracts resulting from a long term solution
is of essential importance for the development and success of the Watermark mine, as

it must provide export certainty that will allow for commitment to future capital
investment.

WIHTHTIR, IR E s BE S H R 7S 8 R i 55 I et i, B gy
TR AR BE T ot %Elxﬂ&%ﬁ&ﬁ»*m&% [F], XK 2 o A
MJAU&wxﬁ LHEEWE N, R A0 Rk % A&x%%hw%uh
ko

In the course of developing an optimal long term solution for the Hunter Valley coal
exporters and service providers, Shenhua Watermark Coal Pty Limited look forward
to considering and commenting on the outcome of the Long Term Access Protocol
process.
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It is our understanding that the result of the long term solution process contained
within the current applications will form part of separate application for authorisation
that will be submitted to the ACCC for consideration in March 2009.
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' ACCC Draft Determination A91110-A9112, 26 February 2009, p. 16



If you have any queries or require further information please feel free to contact me on
(02) 92793033
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