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Factual
context:

No abandened
mines layer

50,000 j 3 A Queensland Government review in 2007
estimated that there were 15,000 abandoned
mines in the State, which would cost an
estimated $1 billion to rehabilitate.
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FIG 1 - Abandoned mines records for each state, as of July 2011
(for some states/territories, the records are incomplete).

Line Energy background and financial position

Ca S e St u d y . LI n C E n e gy 8. Linc Energy was incorporated in Australia in 1996 and listed on the Australian Stock

Exchange (ASX) in 2006. In December 2013 Linc Energy was listed on the
Singapore Exchange (SGX). It is no longer listed on the ASX, but it remains listed

Linc Energy fined $4.5 million for serious on the SGX
environmental harm at underg round coal . Linc Energy carried on a Queensland-based business, headquartered in Brisbane and

operating in the cosl, oil and gas sectors. Linc Energy derived its primary revenue
o . from providing conventional production techniques and its propmetary advanced
gasification plant LechmaIog s 1o Xtk vl o the devclopmmont of those natralresousces
By Ellie Sibsc
e Sibson In addition to directly holding coal assels across Queensland, Linc Energy was also
focused on the rescarch and P of proprictary technologies for the
A gas company has been fined a record $4.5 extraction of heavy oil and the gasification of otherwise abandoned coal to create a
million for causing serious environmental harm . synthesis gas; i.e., underground coal gasification (UCG) technology.
atits underground coal gasiflcatlon plam on
Queensland's western Darling Downs.

In August 2010 Line Energy sold its Carmichae] coal mine located in the Galilee
Basin, Queensland to the Adani Group for $500 million, with a $2 per tonne royalty.
It subsequently agreed terms to sell the royalty to the Adani Group for a further $155
million in August 2014. In February 2015 Linc Encrgy sold the majority of its
remaining coal interests to United Mineral Group.

Linc Energy was found guilty by a District Court
jury in Brisbane last month after a 10-week trial

The company was charged with five counts of 1 N In the period from 1 July 2012 to the date of appointment of administrators on 15
wilfully and unlawfully causing serious Affidavit of Grant April 2016, Linc Energy generated total revenue of 11 million (before other
environmental harm between 2007 and 2013 at M : Sparks (Chartered income). Total losses during that period amounted to $518 million.
Hopeland near Chinchilla. .
) Accountant), 24 The deterioration of Linc Energy’s net asset position in the three years preceding the
PHOTO: Linc Energy did not defend self because i is in .
Linc Energy mismanaged the underground burning  faemion (. e v Oct 2016 in financial year ended 30 June 2015 had been principally caused by a decline in the
of coal seams, which caused rock to fracture and - value of Linc Energy’s investments in its subsidiaries in the United States, which
allowed the escape of toxic gases which A A TN ) Supreme Court reflected continued depressed oil prices.
contaminated the air, soil and water on site. proceedings by
2 By " g oo - As at the date of appointment of administrators on 15 April 2016, the claims of Linc
liquidators Energy’s creditors totalled approximately $325 million. The figure of $289,379,192

stated on page 12 of the 439A Report was calculated in error, as it failed to take into
Source: ABC News Ppag P
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The Linc Energy underground gasification site was located 20km south of Chinchilla, 250km West of Brisbane

Source: GoogleEarth (2011 image)

im g
o g

] , -‘\-r'“J \‘

“m-Source: GoogleEarth (2011 image)

lUnderground Coal Gasification (UCG)
Syngas output
l.ﬁir!Oxygen input
GTL fuels/

Power production
T | Aboveground
Groundwater level

llnjacﬁon well TPmduction well
Overburden
ealoaliiisdyrididrnd il
Coal seam
T o e Underburden
i i Mot to scalk
Gas burning at Linc Energy's underground coal gasification plant near Chinchilla (date unknown)




“The process operated [by Linc Energy] is known as
Underground Coal Gasification or UCG. It is an aspect of
the fracturing of coal seams colloquially known as fracking.
The term fracking also covers a number of other processes.
This actual process involves the setting fire to a coal seam
underground and production of various gases that are used
in particular processes, 10 particularly the generation of
power or, in relation to the Linc system, the conversion of
the gas to liquid products, including fuel. That process is
known as Gas to Liquid or GTL.”

PHOTO: The decommissioned Linc Energy UGG site at Hopeland. (ABC: Nathan b

Source: ABC News

Financial assurance and proceedings in the Land Court of Queensland

24 Over the period between about 10 December 2009 until about 12 October 2012, Line
Energy provided the State of Queensland with the following undertakings by way of
financial assurance for any required rehabilitation of the Chinchilla Site:

@ An undertaking from Bank of Western Australia Ltd for a bond in the sum
0f $339,441 by way of financial assurance for MIN100657607.

) An undertaking from the Commonwealth Bank of Australia trading as
Bankwest for a bond in the sum of $1,451,878.21 by way of financial
assurance for MIN100657607.

© An undertaking from the Bank of Western Australia Ltd for a bond in the
sum of $1,825,844 by way of financial assurance for PEN100232408.

. ©On 4 March 2015, the DEHP made decisions (the Original Decisions) pursuant to
sections 305 and 306 of the Environmenial Protection Act 1994 (QId) (the EP Act)

10 increase the amount of financial assurance held to the following amounts:
b

(@) $24435272.01 inrespect of MINI00657607.

() $4,644,786.04 in respect of PEN10023408.

The Origins isions were to take effect on 4 April 2015, Exhibited hereto and
marked “M” is & true copy of the documents which record and state the Original
Decisions.

26, On or around 18 March 2015 Linc Energy lodged applications for review of the
Original Decisions.

Affidavit of Grant Sparks (Chartered Accountant), 24 Oct 2016 in
DEHP excavation caution zone south of Chincilla [removed in January 2018] i H i
Seurcor ABG (2015) Supreme Court proceedings by liquidators
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“... we stress the critical
importance of

coordination

OXFORD.

and SMART REGULATION

[considering] how such
permutations might be

inherently complementary,

inherently counterproductive,

or essentially context-specific

in nature.”

The policy
cycle

policy instruments

implementation

See Dovers S
(2005),
Environment and
Sustainability
Policy: Creation,
Implementation,
Evaluation

evaluation
Gunningham & Grabosky, Smart
Regulation (1998), p377.

identify issues

Regulatory design principles:

For smart regulatory design for effective and
efficient environmental policy we should:

“[Recognise] the desirability of

(i.e., wrongly
assuming that all complementary instruments 4. Empower participants which are in the best position to
should be used rather than the act as surrogate regulators.
5. Maximise opportunities for win-win outcomes.

Gunningham & Grabosky, Smart Regulation (1998), p376.

CoRA reflects a policy of what the military

CoRA reflects the old regulatory adage: term “defence in depth”
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“We have become accustomed to thinking about
[environmental] policy as a problem of engineering or
production on the one hand, and policymaking as a game

THE or drama on the other, and we have sought to understand
REGULATORY

and direct it accordingly. These are all inappropriate

“Pj i metaphors, and the models we base on them are all fata
Pick important metaphors, and he models we base onthem are al fatal
problems and

. ” ... Policy is a result of organic
fl X th e m R ! > interactive processes that can be partially understood and
; directed, processes that ultimately are dependent on an
institution being changed by policy.

[E]valuation of environmental policy ... should be seen as
T em—— [an aid] in starting, pruning, and weeding policies given the
existing political landscape, not as a means to solve
problems once and for all or as ways to devise a utopian
policy system.”
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Figure 1: Major pieces of the Queensland environmental legal system
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Environmental Protection Act 1994 (Qld)
contains multiple regulatory tools

« environmental protection policies.

contaminated land management
« a system for development
approvals integrated into the
Planning Act 2016 (Qld) for ERAs

investigative powers of authorised
officers including power to give an
 ageneral environmental duty and emergency direction;
a duty to notify of environmental
harm

Environmental Protection (Chain of
responsibility) Amendment Act 2016 (CoRA)

363AC Order may be issued to related person

(1) When issuing an environmental protection order to a company
under division 1, or if an environmental protection order
issued to a company under division | is in force, the
administering authority may also issue an environmental
protection order under division 1 to a related person of the
company.

The order may impose any requirement on the related person
that is being, or has been, imposed on the company, as if the
related person were the company.

DEHP Guidelines = )|
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company directors)
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Figure 1: The gap in past regulatory tools that the chain of responsibility laws attempt to fill. Note:
“Administrative or court orders™ include clean-up orders made prior to or after prosecution

“The chain of responsibility will not attach
itself to genuine arm’s length investors, be
they merchant bankers or mum-and-dad
investors. It will not impact contractors or
employees. This legislation targets those who
stand to make large profits, those who are
really standing behind the company and
whose decisions have put the environment at
risk.”

Linc Energy

Liquidators disclaimed land (and EPO) under s 568 of the
Corporations Act 2001 (Cth)

CEO (Peter Bond) — EPO under CoRA

R v Linc Energy (in Lig) prosecution ($4.5m fine in 2018)
R v various executive officers of Linc (awaiting trial)



Review of Queensland's Environmental
Chain of Responsibility laws

2-year review of CoRA tabled in the QId
Parliament, 26 Oct 2018

CoRA reflects a policy of what the military
term “defence in depth”
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Figure 1: The gap in past regulatory tools that the chain of responsibility laws attempt to fill. Note:
“Administrative or court orders™ include clean-up orders made prior to or after prosecution
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