WHO ARE
COALWORKS?

Coalworks is adynamic Australian
company with a high-growth
strategy and a primary focus
on coal mining and production.
Since listing on the ASX in June
2008, the Company has grown
rapidly through acquiring new
exploration licences, positive
drilling results and developing
innovative clean coal strategies
to add value to its coal asset
portfolio.

The Coalworks
projects includes:
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Introduction

Coalworks Ltd (Coalworks) currently holds an
Exploration Licence (EL 7430) over a 3,742 ha
area located approximately 8 km south-west of
Denman. EL 7430 has been granted for a period
of 5 years for the specific purpose of exploring
for coal. The boundaries of EL 7430 are shown
on Figure 1. The project is known as the Ferndale
Exploration Project.

The purpose of this newsletter is to provide an
update to the landholders in the area as well
as other stakeholders, on the exploration and
environmental studies currently being carried
out and Coalworks’ intended next steps for the
Ferndale Exploration Project.

Project Status

As outlined in the previous newsletter, Stage 1
Koflthe exploration program involves the drilling
of ten to fifteen open drill holes within the EL
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the presence of gas within the strata and any
t mining horizons. To date, 3 drill holes have
d)@@;drilled for Stage 1, ranging from a depth
of 54 m to 650 m. Each of the drill sites are at
%ﬁri LE\?}‘[/ages of rehabilitation in accordance with

oalwork’s discussions with the landowners and
the company’s legal responsibilities.

Stage 1 is anticipated to finish by the end of 2010,
with the progression to Stage 2 dependent on the
results from Stage 1. Stage 2 (if progressed) will
involve additional core drilling to enable further
sampling of the materials for laboratory assessment
to determine the quality of the resource.

Landowner Protocols

While holding EL 7430 gives Coalworks the sole
right to explore for coal reserves, it does not
automatically permit Coalworks to access the
private property of landowners within the lease
boundaries without their prior agreement. Before
commencing any exploration studies on private
lands, Coalworks has approached each relevant
landholder to discuss a way forward that is
acceptable to them and then put in place an
access agreement.



Landowner Protocols (cont.)

As outlined in the previous newsletter, this process has
generally involved the following steps:

® Meeting with landholder;
® Agreement in principle over the potential for land access;
® Finalising an agreement reflecting the discussions;

@ Site selection for drilling or other exploration activity
with the landholder;

® Exploration works; and
® Site rehabilitation at completion of works.

In accordance with the conditions of EL 7430, all exploration
work has been designed and managed to ensure that any
potential environmental impacts are minimised and that
appropriate rehabilitation is undertaken once work is completed.

Copies of the conditions of EL 7430 are publicly
available at 1& NSW and can be obtained by emailing
webcoaltitles @industry.nsw.gov.au.

Community Consultation

A community consultation program has been developed for
the Ferndale Exploration Project and is well underway, with
a number of landholders contacted to discuss the current
stage of the exploration works.

This newsletter is part of the ongoing consultation process
to provide local landholders and other stakeholders with
information on the exploration program as it progresses over
the next two to five years.

Additionally, Hansen Bailey, a local environmental consultancy
firm based in Singleton has been engaged in order to assist
Coalworks ensure best practice environmental management
of the exploration works and remain available to respond to
any questions over the exploration project.

Environmental Monitoring Studies

Coalworks is intending to establish an environmental
monitoring program to gather background information on the
local environment to assist in the evaluation of the potential
for a mining operation within EL 7430, should economic coal
be discovered. These studies will include the monitoring of
background data for:

® Meteorology;

@ Surface water and groundwater quality and resources;
and

® Air quality.

Where to From Here?

Coalworks will continue to progress through Stage 1 of the
exploration activities outlined above during the remainder
of 2010. If economic coal is discovered during this stage,
Stage 2 of the Ferndale Exploration Project is expected to
commence during the early part of 2011. The progression to
Stage 2 of the Ferndale Exploration Project will be assessed
following the completion of Stage 1. If progressed, Stage 2
is likely to commence during the early part of 2011.
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Figure 1: Exploration Licence

Contact Details

If you have any questions in regard to the Ferndale Exploration Project,
please contact:

Phil English
Project Coordinator - Coalworks \\
Phone: 0427 892 085

penglish@coalworks.com.au COALWORKS LTD

or

James Bailey

Environmental Advisor &

Stakeholder Consultation Co-ordinator

Phone: 6575 2000 Hansen Bailey |
jbailey@hansenbailey.com.au ENVIRONMENTAL CONSULTANTS




