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Division 4:  Industry and Resources - Service 1, Resource Services, $38 744 000; Service 4, Geological 
Services, $21 259 000 - 
Mr A.P. O’Gorman, Chairman. 
Mr J.J.M. Bowler, Minister for Resources and Assisting the Minister for State Development. 
Dr J. Limerick, Director General. 
Mr M. Banaszczyk, General Manager, Finance. 
Mr G. Stokes, Deputy Director General. 
Mr S. Smith, Deputy Director General. 
Mr T. Walster, Mining and Resources Adviser, Minister for Resources and Assisting the Minister for State 
Development. 
Mr S. Corrigan, Chief of Staff, Office of the Minister for Resources and Assisting the Minister for State 
Development. 
The CHAIRMAN:  This estimates committee will be reported by a private contractor.  The daily proof Hansard 
will be published in two parts: the first part will be distributed at 9.00 am tomorrow; the second part will be 
distributed at 9.00 am the day after. 

The estimates committee’s consideration of the estimates will be restricted to discussion of those items for which 
a vote of money is proposed in the consolidated fund.  This is the prime focus of the committee.  While there is 
scope for members to examine many matters, questions need to be clearly related to a page number, item, 
program, or amount within the volumes.  For example, members are free to pursue performance indicators that 
are included in the budget statements while there remains a clear link between the questions and the estimates.   
It is the intention of the Chairman to ensure that as many questions as possible are asked and answered and that 
both questions and answers are short and to the point. 
The minister may agree to provide supplementary information to the committee, rather than asking that the 
question be put on notice for the next sitting week.  For the purpose of following up the provision of this 
information, I ask the minister to clearly indicate to the committee which supplementary information he agrees to 
provide and I will then allocate a reference number.  If supplementary information is to be provided, I seek the 
minister’s cooperation in ensuring that it is delivered to the committee clerk by 9 June 2006, so that members 
may read it before the report and third reading stages.  If the supplementary information cannot be provided 
within that time, written advice is required of the day by which the information will be made available.  Details 
in relation to supplementary information have been provided to both members and advisers and accordingly I ask 
the minister to cooperate with those requirements. 
I caution members that if a minister asks that a matter be put on notice, it is up to the member to lodge the 
question on notice with the Clerk’s office.  Only supplementary information that the minister agrees to provide 
will be sought by 9 June 2006. 
It will also greatly assist the contractor recording the proceedings if when referring to the Budget Statements 
volumes or the consolidated fund estimates, members give the page number, item, program and amount in 
preface to their question. 
Mr C.J. BARNETT: The second dot point on page 118, under “Major Initiatives For 2006-07”, refers to a 
broad study examining iron ore transport issues in the Pilbara.  The federal Treasurer has apparently wimped out 
on the issue of allowing Fortescue Metals Group to gain access to BHP Billiton’s railway.  By way of comment, 
the federal government seems to have ignored the role of agreement acts, and now it has also ignored the advice 
of the National Competition Council.  What advice, if any, has been given to the state government about that 
decision - or non-decision, or wimping out; what position does the state government now take with respect to 
giving FMG access to that railway; and will the government be doing anything to ensure FMG does have access 
to that railway? 
Mr J.J.M. BOWLER: Can I say, first, that I am not keen to wimp out, and I will attempt to answer, but - 
Mr C.J. BARNETT: I will excuse the minister, because he has not had 60 days to think about it!  

Mr J.J.M. BOWLER: First, the carriage of iron ore and gas state agreements lies with the Premier as the 
Minister for State Development.  However, I have had some involvement.  The attitude of the state government 
is that it wants to provide third party access to those rail facilities.  That has been its policy.  However, sadly, our 
advice from the State Solicitor’s Office is that the agreements to provide that access do not fulfil what we 
intended them to fulfil.  This has applied during the time that both political parties have had that policy.  I was 
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advised just before this estimates hearing began that there was some concern that because the federal Treasurer 
had not made a decision, there might be no right of appeal, because there is no decision to appeal against.  
However, I have been told that under the Trade Practices Act, FMG has 21 days in which to appeal.  The state 
government’s policy is, as I say, to provide, wherever possible, third party access to these facilities.  We will 
support FMG, wherever possible, in that endeavour. 

Mr C.J. BARNETT: What has the government done in recent times, and what does it intend to do, to try to 
bring about a negotiated outcome between BHP and FMG? Will the minister actually roll up his sleeves and get 
involved? 

Mr J.J.M. BOWLER: In the early days we did try to bring both parties together.  More recently I do not think 
we have done too much, but I will defer to the director general for an answer. 

Dr J. Limerick: The member would be aware of the rail transport agreement between the state and BHP.  The 
state government is keen to see actual third party access to rail, as distinct from legal argument about it that may 
go on for some protracted period.  There was a concern that the declaration that was sought by FMG under 
federal legislation could lead to considerable litigation over the next decade and would not lead to anything 
happening on the ground.  We have had discussions with BHP about modifying the RTA to the extent that it 
would meet the requirements of the ACCC as an effective access regime that would enable the carriage of iron 
ore on its railway under state jurisdiction. 

Mr M.J. BIRNEY: I refer to page 111.  One of the items under “Major Policy Decisions” is an amount of 
$2.7 million for reform of the projects approvals system.  I imagine that is to do with the new office that has 
been up to fast-track approvals for the mining industry.  What is that office doing that is different from what 
would happen under normal circumstances?  Secondly, and very importantly, if a person uses that office to get 
an approval fast-tracked, is it a user-pays system, or is it just like any other government department? 

Mr J.J.M. BOWLER: First, the actual money that is spent to expedite approvals is far more than $2.7 million.  
That is just the expenditure and budget for that office.  Is the member for Kalgoorlie asking whether the office 
charges to provide that service? 

Mr M.J. BIRNEY: Yes. 

Mr J.J.M. BOWLER: As far as I know, it does not charge for its service - I do not know of any examples in 
which it does - and it is not our intention that it will charge.  The member asked also what does the office do 
differently.  The member is implying that perhaps this is what the Department of Industry and Resources should 
be doing anyway in the first place.  The fact of the matter is that this office operates across many government 
departments - the Department of Environment, the Department of Industry and Resources, the Department of 
Indigenous Affairs, the Department of Conservation and Land Management, and the Department for Planning 
and Infrastructure.  I know that when Brendan Hammond first started he was amazed to find that although 
government departments like to think they talk to each other, they had not been doing it as closely as he thought 
they should have been doing it.  He has found that although many government departments played a part in the 
approvals process, they did not cooperate with each other to the point that these processes could be done in 
parallel.  Therefore, rather than go to the first department and get that approval, and then have to go to another 
department and start the whole process again, they could actually do both those processes, or three or four 
processes, in parallel to shorten the whole time line.  He has managed to do that on an individual basis.  Often 
when people knock on my door, I refer them to him, because he knows that whole process with all those 
government departments, he knows the whole streamlining effect, and he is very good at helping individual 
companies and individual projects.  More importantly, he is developing the processes, and he will be talking to 
government about making amendments and other legislative changes so that we can streamline things even better 
in the longer term.  He is doing short-term work and helping individual projects and individual companies.  He is 
also looking at the longer term to learn the lessons from those mistakes and those instances to streamline the 
process.  Does that answer the member’s question? 

[9.10 am] 

Mr M.J. BIRNEY: Are the staff who are working for the Office of Development Approvals Coordination 
seconded from areas like the Department of Conservation and Land Management and other departments, or are 
they all from the Department of Industry and Resources? 

Mr J.J.M. BOWLER: The leader of the group, Brendan Hammond, came from private industry.  His last 
substantive job was as general manager of Argyle Diamonds.   

Dr J. Limerick: A number of them have transferred from my department into the Department of the Premier and 
Cabinet. 
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Mr M.J. BIRNEY: If this office is going to work, it will need people who are familiar with the environmental 
approvals process - people from CALM and all those other areas.  Have all the staff in that office come from the 
minister’s department or have they been seconded from the various departments involved in the approvals 
process? 

Dr J. Limerick: I am not familiar with the detail of the staffing of the office.  We might be able to provide that 
as supplementary information. 

Mr S. Corrigan: It is appropriate to point out that the office is within the Department of the Premier and 
Cabinet. 

Mr J.J.M. BOWLER: Mr Hammond reports directly to the Premier, although his office is on the same floor as 
my office.  I have regular, almost daily, contact with him when I am in town.  If the member for Kalgoorlie 
wants to know where these people were seconded from, I will provide the details as supplementary information. 

The CHAIRMAN: Will the minister please go through what he will be supplying as supplementary 
information? 

Mr J.J.M. BOWLER: The reference is the third item under “Major Policy Decisions” on page 111, “Reform of 
the Projects Approval System”, and the information is about from which government departments staff were 
seconded for ODAC. 

[Supplementary Information No B8.] 
The CHAIRMAN: It is not appropriate that advisers just chip in.  If they need to talk, they must speak through 
the minister.  I also need to identify the advisers, because the private contractors will not know the names of the 
advisers.   

Mr J.J.M. BOWLER: Okay. 

Mr A.D. McRAE: I refer to pages 111 and 136.  I notice that over the next two budgets - this coming year and 
into the first year of the forward estimates - some $10.2 million will be spent on coal industry development.  Is 
that directly related to the state government’s coal industry strategy? Can the minister articulate precisely what 
that money is for and what the strategy hopes to achieve? 

Mr J.J.M. BOWLER: This resulted from the decision last August that the next major power station would be 
gas fired.  That resulted in the development of the strategy.  The aim of the strategy over the next four years is to 
increase the annual output of Collie coal from six million to 10 million tonnes a year.  There is $4.1 million in 
this budget, and there will be further commitments next year.  The aim is to increase not only the amount of coal 
produced in Collie, but also the labour market in Collie.  It is one of the towns that, until now, probably has not 
enjoyed the full benefit of the boom economy in WA.  It has slightly higher unemployment than most towns in 
the state.  We will be looking at not only developing some type of export market for Collie coal through the port 
of Bunbury - some problems have arisen with sharing berthing facilities and unloading, which we will work 
through - but also developing domestic uses for coal.  There is a possibility that in a couple of instances, with 
some research, we can use some of the Collie coal on the Kwinana strip instead of coal that is currently coming 
from Queensland.  I do not know whether the director general wants to add anything. 

Dr J. Limerick: No, other than the fact that the disbursement of the funds is largely in the hands of a committee 
called the Coal Futures Group, which is chaired by Mick Murray, MLA, and has on it a number of local 
representatives, work force representatives and industry representatives. 

Mr P.W. ANDREWS: My question was virtually taken up by the member for Riverton, but in terms of that 
fund there seems to be a fairly high increase in expenditure.  I realise the difficulties of exporting coal to China, 
particularly Collie coal.  My ears bleed from the number of times that the member for Collie-Wellington has 
explained it all to me.  In terms of that program, is any specific work being done on expanding the sale of coal to 
China? 

Mr J.J.M. BOWLER: I cannot provide specific information on China.  The former minister, the member for 
Cottesloe, may concur that it was a general belief that Collie-type coal could not be transported in ships.  Its 
qualities did not lend it to that.  However, on the day that the decision was announced about the gas-fired power 
station, I spoke to a person involved in the industry who said that was not the case.  He said that currently 
41 million tonnes of Collie-type coal is being shipped around the world, in light of new technology and new 
ways of handling it.  We can do it; it is physically possible.  The director general might know whether we have 
had any specific negotiations to move that type of coal to China.   

Dr J. Limerick: The marketing of coal is in the hands of coal companies.  The state is not actively doing the 
marketing.  This fund is to facilitate the exports to whichever market they may select.  This is really about 
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getting the coal over the wharf and onto a ship where necessary, or being able to market it, as the minister said, 
within the Western Australian domestic market in areas in which it has not previously been used.  We are not 
actively selling the coal on behalf of the coal companies. 

Mr M.J. BIRNEY: What are you going to spend the $4.1 million on? 

Mr J.J.M. BOWLER: It will be used for research by the Coal Futures Group committee.  I referred earlier to 
the use of Collie coal on the Kwinana strip.  One of the companies there is HIsmelt, which uses a lot of coal from 
Queensland.  It is illogical to ship coal all the way from Queensland when we can rail coal from Collie straight to 
HIsmelt.  Some research is being undertaken on the use of Collie coal, in view of some changes to the HIsmelt 
process.  If it is feasible, HIsmelt has said that it will use Collie coal.  Firstly, it is a part of the WA economy 
and, secondly, HIsmelt knows it can get coal a lot cheaper from Collie. 

Mr M.J. BIRNEY: If it can be dried, it can be used.  What will the $4 million be spent on? 

Mr J.J.M. BOWLER: That type of research is one area. 

Mr M.J. BIRNEY: On scientific research to work out how the coal can be dried? 

Mr J.J.M. BOWLER: That is one of them. 

Mr M.J. BIRNEY: Working out how it can dry the coal? 

Mr J.J.M. BOWLER: And other ways.  The committee headed by the member for Collie-Wellington, Mick 
Murray, will look at different ways and projects to find a use for Collie coal. 

Mr M.J. BIRNEY: My understanding is that Griffin Energy Pty Ltd has already worked out how to dry the 
coal.  I do not know that it would need another $4 million spent on it.  Perhaps the minister could give us, by 
way of supplementary information, the budget breakdown of that $4 million so that we have an understanding of 
what that $4 million will be spent on.   

Mr J.J.M. BOWLER: There is no budget breakdown.  We have put this funding in the budget for the 
committee and the coal industry to use.  The coal industry will not decide how it is spent; the committee will 
decide through the minister.  However, there is no breakdown of the allocation at this stage.  It will be used on 
whatever the committee, the industry and the minister see fit. 

Mr M.J. BIRNEY: To do scientific research? 

Mr J.J.M. BOWLER: And also to perhaps do some market research. 

The CHAIRMAN: Members need to seek the call through me.  They cannot have a conversation across the 
table, because the recording staff will not be recording who is speaking, and we do need to do that accurately.   

Mr M.J. BIRNEY: Sounds to me like a sweetener for Mick Murray’s seat, with no real thought behind it. 

Mr J.J.M. BOWLER: I think the member is wrong again. 

The CHAIRMAN: Order! 

Mr M.J. BIRNEY: The minister does not know what he is spending it on. 

The CHAIRMAN: Order! 

[9.20 am] 

Mr C.J. BARNETT: The last dot point on page 116 relates to infrastructure for mid-west iron ore.  Which is the 
lead agency for coordinating the deep seaport, which I presume will be Oakajee, and what role is the government 
playing, both in organisational and financial terms, in trying to develop a common-user deep seaport at Oakajee? 

Mr J.J.M. BOWLER: In the first instance the Department for Planning and Infrastructure has done the work 
with Oakajee and the - 

Mr C.J. BARNETT: May I just interrupt there? Historically it has not.  The minister’s department has always 
done all the work. 

Mr J.J.M. BOWLER: It is DPI now.  Rail access and what happens in the future will be a matter of some 
discussion with the government.  That may change, but right now DPI has carriage of not only the port planning, 
but also the wharf structures and facilities.  However, getting rail access and bringing the different parties 
together comes down to our department, which has been cooperating with DPI.  We are marrying the rail with 
the port.  I will hand over to the director general, who might be able to elucidate a bit more. 

Dr J. Limerick: The expectation is that Oakajee will be developed as the outer harbour of Geraldton port, much 
as Kwinana is the outer harbour of Fremantle port.  As a consequence, it is logical that the overall development 
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of Oakajee be within the portfolio of the Minister for Planning and Infrastructure.  However, when it comes to all 
the issues of bringing together the companies that are in the mid-west, having them act as a loosely framed 
consortium, as it were, that needs to access that infrastructure; looking after the interests of the state once again 
with third party access, and making sure that the rail and access arrangements that are put in place will in fact 
enhance the development of the mid-west, my department is leading those matters, in very close cooperation 
with DPI and the Mid West Development Commission. 

Mr C.J. BARNETT: I do not mean it in an unkind way, but from my experience and observations, to get a 
project like this up and running needs one minister and one department.** At the end of the day, who will bring 
those iron ore companies together to get them to make capital contributions and develop that port and industrial 
estate? Historically, that has always been the minister’s department. 

Mr J.J.M. BOWLER: Bringing those companies together, planning the project and driving it will be done by 
the Minister for State Development, the Premier. 

Mr C.J. BARNETT: It will never happen. 

Mr J.J.M. BOWLER: The member said a second ago that it was historically his area.  The Premier historically 
has that part of the member’s former portfolio, so the member is contradicting himself. 

Mr M.J. BIRNEY: Minister, I do not want to keep harping on about this, but I am intrigued by the coal industry 
development fund referred to on page 111 under “Major Policy Decisions”.  In his answer, the minister pretty 
much indicated that this was just a lump of money that would be there for the coal industry to use - a sort of in 
globo amount with no budget underneath it; it was just an amount of money the minister had set aside for the 
coal industry.  If that is the case, why has the minister set aside $4.1 million? Why not set aside only $4 million? 
Will the minister just reiterate? Has any background work been done on what this money might actually be spent 
on; and, if so, will the minister explain why he has set aside $4.1 million rather than only $4 million? 

Mr J.J.M. BOWLER: It could have been $4.2 million or $3.9 million.  No, I cannot say why it is $4.1 million 
and not $4 million.  Going back to the question of why we had the fund there, as I said, we want to develop 
Western Australian jobs.  We have a wonderful asset in Collie coal; however, traditionally and historically it has 
not been widely used as much as, particularly, eastern states coal.  Some of its qualities detract from that.  This 
committee will look at various projects that Griffin, Wesfarmers or other potential users can take to it.  It has 
those funds for some research to try to find ways to use the coal.  What is wrong with trying to develop Western 
Australian jobs and resources? That is what our government is about.  We are proud of that.  Whether it be 
$4.1 million or $4.2 million, who knows? 

Mr M.J. BIRNEY: If the minister would look at those line items, why is there a figure of $348 000? Why not 
$350 000? 

Mr J.J.M. BOWLER: Because there would be a budget applicable to that. 

Mr M.J. BIRNEY: The minister is telling me there is no budget applicable to the $4.1 million.  Will the 
minister just confirm that no background work and no rough budgets have been done, whether on the back of 
envelopes or formally, to arrive at that figure of $4.1 million? 

Mr J.J.M. BOWLER: The $4.1 million obviously is a figure that was considered appropriate at the time, but 
because no-one knows what is out there, we did not say that there was $3.5 million for this and $600 000 for 
that.  It was a figure arrived at and considered appropriate at the time. 

Mr B.J. GRYLLS: The fifth dot point on page 117 indicates that United Utilities Australia was assisted in 
progressing its $420 million desalination plant at Esperance.  What assistance has been given to United Utilities?  
Given that the Economic Regulation Authority has said that the United Utilities project would not be financially 
viable, and the Premier has made that statement, is United Utilities’ proposal back on the table; and, if it is, what 
stage has it reached? 

[9.30 am] 

Mr J.J.M. BOWLER: As the local member of the electorate through which the Esperance to Kalgoorlie 
pipeline will mainly go, I am fully supportive of it.  With regard to the pipeline, the ball was really in United 
Utilities’ court.  The economic modelling showed that it needed more customers than the current pipeline from 
Mundaring was servicing.  It has gone out and it is going out now and getting very close to finishing that work of 
contacting mining companies in the goldfields that up until now have been using the hypersaline underground 
water to run their gold treatment plants.  I will just quickly explain that.  The Water Corporation was surprised to 
find out several years ago that less than half the water that leaves Mundaring reaches Coolgardie; and of that 
water that goes past Coolgardie, the mining industry actually uses more underground water now than the famous 
Mundaring scheme, so a huge amount of hypersaline water is being pumped by mining companies into their 
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gold-processing and nickel-processing plants.  They are finding now, though, as the years have gone on that it is 
not as cheap as they first thought.  The water is very cheap and the pumping costs are relatively cheap compared 
with the pump water from Mundaring; however, they are finding that the maintenance on their plants is running 
into tens of millions of dollars more per year, and so they are starting to rejig the figures.  I am aware that some 
companies have said to United Utilities that until now they have taken underground water, but if United Utilities 
can supply water at X price, which they have said is suitable to them, they will take its water rather than the salty 
water from underground.  Basically, the ball has been put back in United Utilities’ court and it has to come up 
with enough customers to justify the viability of the project. 

Mr M.J. BIRNEY:  Does the minister know what figure it had? 

Mr J.J.M. BOWLER: Eighty kilolitres a day or a week.  I know that 80 was the figure that it was after. 

Mr B.J. GRYLLS: Did the economic regulator not rule it out?   

Mr J.J.M. BOWLER: No, the economic regulator did not rule it out.  It was up to the company, but the 
economic regulator basically said that at current usage rates, it would be unviable.  However, if the company 
could go and get more customers, that would change the economics of it.  Basically, the amount of current usage 
had to nearly double.  Gold Fields’ St Ives mine has a new plant, so it can measure the damage that the saltwater 
is doing to that relatively new plant.  It is seeing the huge cost it has in maintenance and so, for one, I know that 
it has said that it will take the Esperance desalinated water.   

Mr B.J. GRYLLS: The government also would have to agree to be a customer of that project for that project to 
work.  Has the government been made aware of the actual cost without the community service obligation of 
getting water into the Kalgoorlie goldfields region?  We have been asking the Water Corporation that for 
15 years and we have not got an answer. 

Mr J.J.M. BOWLER: You joined in about three years after us.  I think we have been doing that for about 18 
years. 

Mr B.J. GRYLLS: The Water Corporation does not have to tell the government of the day what the actual cost 
is when there is a major project that could benefit the state. 

Mr J.J.M. BOWLER: The fact of the matter is that the United Utilities’ pipeline will be the wholesaler of 
water.  The government, representing the people in the goldfields and the Water Corporation, will take that water 
only if it can provide the water to Kambalda, Kalgoorlie and Coolgardie at a cheaper rate than it is currently 
wholesaling it out of Mundaring.  Why would we, just so that we can have a new project, take water out of 
Esperance if more of it is arriving in Kalgoorlie at a wholesale price than we are currently getting out of 
Mundaring? 

Mr B.J. GRYLLS: What is that wholesale price currently out of Mundaring? That is the question I just asked. 

Mr J.J.M. BOWLER: It is a question that a lot of people have asked for a long time.  I do not know it now and 
I am not the minister responsible for that.  However, I do know that when we start amortising the costs of the 
pipeline and those assets over a number of years, or if we include that as the new cost, the figures can change.  
Those are questions the member probably needs to ask the Minister for Water Resources when he does his 
estimates. 

Mr C.J. BARNETT: The second dot point on page 117 relates to the Dampier archipelago.  In respect of the 
proposed Pluto project by Woodside, my understanding was that Pluto was until recently to be located in the 
Hearson Cove area - I think the old Methanex site.  Is it the case that Pluto has been advised by the department 
that it should move to a different location; and, if so, what are the consequences of that in terms of clearing rock 
art? 

Mr J.J.M. BOWLER: I am aware that it is not only us telling Woodside that it has to move from Hearson Cove.  
I think Woodside’s preference would be to be at the other site, because it is much closer to where it will be 
shipping its product out from.  This is under, once again, the Minister for State Development.  The Minister for 
State Development covers gas and iron-ore agreements.  However, I will ask the director general to speak 
specifically about whether it had been asked - I thought it was more at its request - and, if so, whether some rock 
art will be affected. 

Dr J. Limerick: The situation is that historically the area to the west of the main road running up the spine of 
Hearson Cove has been notionally allocated for the liquefied natural gas industry.  The reason for that is that 
liquefied natural gas needs to be shipped out over a wharf and needs to be close to wharf facilities.  It is a 
cryogenic product that cannot be pipelined all that far.  At the time Pluto first came into the department, that 
particular site had been allocated to potentially another industry that was looking at developing a project on the 
Burrup, and Pluto asked whether the site that was formerly set aside for the Methanex project could be allocated 
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to it; that is, the site that the member for Cottesloe is referring to, being Hearson Cove.  It has now been 
determined that the earlier project, which was occupying the site on the western side of the road, will not 
proceed, and that land has become available.  We as a department have suggested to the Pluto proponents that 
they should now have a look at that site and see whether in fact that is not a more appropriate site for an LNG 
development, as distinct from the site that was originally allocated to them in Hearson Cove.  They are now 
currently looking at both those sites, but one of the issues will be, obviously, the environmental and heritage 
impact, and that is one of the things that has yet to be assessed.  That assessment has not yet been undertaken and 
no decision has been made as to which is the preferred site at this stage. 

Mr C.J. BARNETT: I have a supplementary question on that.  With respect to that project and I guess some 
others, what does the minister foresee as the implication if the federal government proceeds with the national 
heritage listing of the Burrup Peninsula and the islands? 
Mr J.J.M. BOWLER: The impact of heritage listing? 

Mr C.J. BARNETT: Yes, that the federal government listed in September. 
Mr J.J.M. BOWLER: I agree with the relevant minister, Minister Macfarlane, that it would be of concern. 

Mr C.J. BARNETT: The minister is the relevant minister, with respect. 

Mr J.J.M. BOWLER: Yes, and I am just telling the member that I agree with his comments also.  We have 
spoken about this together, that it would be bad not only for industry, but also in the long run, we believe, for the 
protection of those sites there.  It may make people in capital cities such as Perth, Melbourne and Sydney feel 
good about themselves, but the reality is that we believe it would result in a lowering of the heritage protection 
standards and at the same time deter industry.  So what do we want?  As I said to the member, my federal 
colleague and I want a win-win situation, not just a feel-good statement about a national heritage protection over 
a site that will then deter industry.  All the industries that are there now - some of the biggest companies in the 
world - have said that they would be very concerned if that happened.  Whether we could attract those 
companies to continue going to that area and expand is of major concern.  We believe that the actual heritage 
site, the actual protection of the rock art, would be worse off under that type of structure.  That is why at this 
stage our government has not supported national heritage listing of that area. 

Mr C.J. BARNETT: In relation to that, what work, if any, is being done or is proposed to be done on the 
potential to develop Maitland, and obviously the key issue being sea access to Maitland?   

Mr J.J.M. BOWLER:  First of all, Maitland is a long way from the coast.  Maitland is a good site.  I could find 
good sites in Kalgoorlie, but they will not be too relevant to the Burrup.  While Maitland is a very level site and a 
large area, the fact of the matter is that if companies are on the Burrup, they will need to export their product.  As 
the director general just said, particularly if a company is exporting LNG, it cannot do it from Maitland.  It 
would be extremely difficult to get pipes to go that far.  Therefore, the Burrup is by far the best place.  That is 
why we are looking to first of all use the remaining sites on the Burrup.  In the longer term, if we are successful 
and we fill all those remaining sites on the Burrup, we will start looking at developing Maitland.  However, 
Maitland does bring with it all the problems, and that is why the companies themselves do not want to go to 
Maitland.  In the first instance, our aim is to use up all the remaining sites on the Burrup and to attract industry to 
those sites, but I concede that if those sites start to fill up - who would have even thought that we would be 
progressing as quickly as we have been - we will look at Maitland. 

Mr C.J. BARNETT:  I just think the government is misreading the situation - seriously misreading it. 

Mr M.J. BIRNEY: I refer the minister to the fourth dot point on page 110, which broadly refers to iron ore 
supply - there is no need for the minister to read the paragraph.  With regard to Fortescue Metals Group trying to 
become an iron ore supplier, can the minister confirm, firstly, that FMG has applied for third party access to only 
BHP’s rail to facilitate the supply of iron ore from its Mindi Mindi project, which produces only, I think, about 
five or six million tonnes a year? If in fact that is correct, can the minister then confirm that even if FMG is 
successful in negotiating third party access to that rail, it will have to build another rail anyway to facilitate the 
supply of ore from its Cloud Break and other major deposits? If so, is the minister supportive of FMG building 
another rail in that area; and, if the answer is yes, what does he intend to do to facilitate it? 

[9.40 am] 
Mr J.J.M. BOWLER: It was part of a state agreement that we build the railway, and that agreement has gone 
through the house in which the member sits.   

Mr M.J. BIRNEY: I do not think it has, actually. 
Mr J.J.M. BOWLER: Yes, it has. 
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Mr M.J. BIRNEY: Do we not have it on the books at the moment? 
Mr J.J.M. BOWLER: That is the mining side of it.  The infrastructure part went through previously.  As I said 
before - I think it was in answer to the first question from the member for Cottesloe - our preferred position is to 
have third party access to existing rail.  I think future generations, if they look at the Pilbara in 100 years and see 
all these rails coming out of the same area and going to the same places, are going to ask, “What happened?” 
That is our preferred position if we can obtain third party access.  However, as the director general said, when we 
are looking at litigation and court actions going on for a decade, we cannot bury our heads in the sand.  We have 
to do what is practicable.  FMG has a window of opportunity to get exports into China.  That is not going to last 
forever.  FMG has been continuing its efforts to try to get access to that line.  The state government supports 
that, wherever it can.  At the same time, FMG is planning its own rail from that region - that is, from Cloud 
Break and the other mines it has there - down to Port Hedland, and we are working with FMG on an almost daily 
basis to facilitate the speedy development of that line.  Therefore, it is both.  In the fist instance, we want third 
party access.  Every legal challenge indicates that we are not going to get that.  Even today, the member would 
have heard what the federal Treasurer has done to further block that.  At the same time, we are helping FMG 
develop its own railway to the port. 

Mr M.J. BIRNEY: Can the minister confirm that the third party access that FMG is actually chasing is to 
facilitate only a very small deposit, and that, in any case, FMG is going to need another rail line, even if it gets 
that third party access? Have I misread that or is that not correct? 

Mr J.J.M. BOWLER: This is actually in the Premier’s province, as Minister for State Development.  Iron ore 
and oil and gas state agreements are his area.  I deal with the rest.  He will be appearing before the committee 
this afternoon.  If the member likes, we will get the answer to that question, and if the member asks the Premier, 
hopefully he will be able to give the member that answer direct. 

Mr M.J. BIRNEY:  Will Dr Limerick still be the adviser? 

Mr J.J.M. BOWLER:  Yes, he will be the adviser. 

Mr M.J. BIRNEY:  Surely he can give the minister the explanation, can he not? 

Mr J.J.M. BOWLER:  He may need to do some research.  If the member asks the Premier, the member will be 
given the one answer at the one time from the appropriate minister. 

Mr M.J. BIRNEY: I have one further supplementary question.  Is the minister - I do not know what he is the 
minister for, but it is for mining of some description - 

Mr J.J.M. BOWLER: The member had better find out! 

Mr M.J. BIRNEY: Is the minister supportive of FMG building another rail line? 

Mr J.J.M. BOWLER: No.  First of all, my preference is that we would be able to help FMG get third party 
access - 

Mr M.J. BIRNEY: I do not think that helps. 

Mr J.J.M. BOWLER: No; to the spur lines to existing rail line.  The best thing we could have for the north west 
with that rail system, with FMG coming on board, would be a double rail all the way.  In fact, a surprisingly 
large part of that rail that is owned by BHP is almost double now anyway.  Therefore, if FMG came on board 
with an agreed third party access in a harmonious way, it would complete the doubling up of that line, so there 
would be one line going down the hill and another one coming back up.  It would be far more efficient.  There 
would never be trains waiting on spur lines, and production would be so much better. 

Mr M.J. BIRNEY:  That could be used for Cloud Break, could it? 

Mr J.J.M. BOWLER: We could use that for anything.  The fact of the matter is that that does not look like 
happening.  Therefore, we cannot bury our heads in the sand and wait for the lawyers to resolve all this; we must 
get on and help FMG get its product to port.  FMG wants to get that done as quickly as possible.  The 
opportunity may not last forever.  Therefore, I suppose two things are happening: FMG, with any assistance we 
can give, is trying to continue to get third party access, but at the same time FMG is planning to build its own 
railway, and we are helping it. 

Mr M.J. BIRNEY: Is the minister confident that, at 57 per cent iron ore, FMG’s product is saleable? 

Mr J.J.M. BOWLER: That is what FMG says, and that is what its Chinese buyers say.  I have not done too 
much metallurgical treatment in my backyard in the past few weeks. 

Mr M.J. BIRNEY: That is the debate in the iron ore industry. 
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Mr J.J.M. BOWLER: That is up to the company to resolve, and it says it has contracts. 

Mr M.J. BIRNEY: My view is that it is going to be saleable.  I am just interested in the minister’s view. 

Mr J.J.M. BOWLER: I believe it is; otherwise, why would the two parties be continuing the way they are 
going? 

Mr B.J. GRYLLS: Page 133 refers to mining royalties.  The minister must be very disappointed to see the 
estimated actual figure of $2 billion for this year and budget estimate of $2.29 billion for 2006-07 for mining 
royalties.  Can the minister tell me what iron ore price and what oil price that is based on? 
Mr J.J.M. BOWLER: I assume that it would take in the 71 per cent increase last year.  I doubt that it would 
take in the increase, which looks like about another 19 per cent, this year.  Dr Limerick can answer that. 

Dr J. Limerick: My understanding is that it was based on a projected 10 per cent increase for this year, but of 
course the 19 per cent increase that was announced yesterday is higher than that, so this is probably an 
underestimate of the actual figure. 

Mr B.J. GRYLLS: A 10 per cent increase in iron ore? 

Dr J. Limerick: It is based on a 10 per cent increase above the 71 per cent from last year.   

Mr J.J.M. BOWLER: The other thing is that the Department of Treasury and Finance predicates its estimates 
on an Australian dollar price of 73c to the US dollar and predicates the royalty stream for oil and gas on a price 
of $US65.50 a barrel. 

Mr B.J. GRYLLS: So the oil price is based on $65? 

Mr J.J.M. BOWLER: Yes.  I think the Treasurer has announced that we have changed the way we do the 
estimates.  Up until now, the estimates have been done by Treasury with a “best guess” approach.  Because of 
that, we have changed the way we do the processing now.  We do it on the futures market, which one would 
hope would be more accurate. 

Mr B.J. GRYLLS: Just to clarify, is it based on the dollar at 73c for all commodities? 

Mr J.J.M. BOWLER: Yes. 

Mr B.J. GRYLLS: And oil at $65.50 a barrel? 

Mr J.J.M. BOWLER: Yes. 

Mr B.J. GRYLLS: And iron ore at a 10 per cent increase on last year’s budget figure? 

Mr J.J.M. BOWLER: Yes.  In fairness, just as the 71 per cent increase that came out of Companhia Vale do 
Rio Doce in Brazil last year caught everyone by surprise, everyone was talking 10 per cent and hopefully 
15 per cent until a couple of weeks ago when these figures were done for iron ore, and the 19 per cent increase 
once again came out of left field. 

Mr P.W. ANDREWS: I refer to page 116, “Major Achievements For 2005-06”, and the third last dot point 
referring to the Kemerton industrial park, which is described there as designated for heavy industry use and 
particularly for resource processing industries.  It refers to a structure plan being commenced.  Has that structure 
plan or the first draft of it been concluded and does it include facilities for an industrial waste treatment facility? 

Mr J.J.M. BOWLER: Up until now, our attitude towards Kemerton has been one of basically treating the 
development on a case-by-case basis.  However, we have done that planning as the member just mentioned and I 
will ask the director general whether we can get that information for the member.   

The CHAIRMAN: Can the minister outline or detail the information he will supply by supplementary 
information? 

Mr J.J.M. BOWLER: That was the third last dot point.   

[9.50 am] 

Mr P.W. ANDREWS: I wanted to know whether the first draft of the structure plan had been completed and 
whether it included facilities for an industrial waste treatment plant. 

Mr J.J.M. BOWLER: The director general can answer the second part.   

Dr J. Limerick: The Core Consultative Committee on Waste, which has been looking at waste disposal sites 
throughout the state, has come forward with a report suggesting a number of sites throughout the state, including 
some industrial sites, that may be used as waste disposal sites.  No decision has been made at this stage.  That 
has not been built into the Kemerton industrial park at this stage. 
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The CHAIRMAN: Is the minister still supplying some supplementary information?  

Mr P.W. ANDREWS: No; I think that answers my question. 

Mr A.D. McRAE: I want to go back to the issue of the coal industry strategy.  I am of the view that there are not 
many people with a good understanding of the extent of Western Australian coal resources.  I know the minister 
talked about focusing on Collie because that is where the industry is based and it has all its structure in place.  I 
am also aware that there are significant coalfields right across the south west as far as Ravensthorpe.  I 
understand there is a coal deposit in the great southern region.  Is it intended that there be further examination of 
the development potential of those other reserves? 

Mr M.J. BIRNEY: They have got to spend the money on something.  Why not? 

Mr A.D. McRAE: Well, the member for Kalgoorlie will try to talk it down. 

The CHAIRMAN: Hang on.  Members - 

Mr A.D. McRAE: I am only saying that because the member might be a bit - 

The CHAIRMAN: Members, I would like to get through as many questions as we can.  Discussions across the 
table slow that down.  If the member has finished his question, I will direct the call to the minister. 

Mr A.D. McRAE: I am particularly interested, firstly, in the nature of the coal reserves, beyond the Collie 
coalfields, of which most people have an understanding.  The member for Kalgoorlie, being from the goldfields, 
might not have a good understanding of the extent of the reserves? Will this strategy include an examination of 
the development of those other reserves? 

Mr J.J.M. BOWLER: No.  The Collie industry development funding is specifically for Collie coal.  However, I 
am aware of those vast reserves south of Busselton and even larger reserves just south of my electorate in 
Salmon Gums.  On the Salmon Gums deposit, I am aware of a company that is about to float and will use what it 
believes is new technology developed at Curtin University to convert that type of coal at a lower than traditional 
cost - there are huge reserves there, far bigger than even Collie has - directly to diesel, which would then be 
railed directly to Kalgoorlie.  The goldfields mining industry is one of the biggest users of diesel in Australia.  A 
former friend of the member of Kalgoorlie and mine, Gary Connell, used to boast of the fact that when he was 
the BP distributor in the goldfields, he distributed more diesel than the entire states of Victoria and Tasmania 
together.   

Mr B.J. GRYLLS: Which means probably just Victoria. 

Mr J.J.M. BOWLER: No, it was Tasmania and Victoria.  So the goldfields is a massive user of diesel, and if 
this project can come to fruition, we would start converting what has up until now been a useless resource into a 
valuable one for the state of Western Australia.  So in answer to the member’s question, in a word, no. 

Mr B.J. GRYLLS: Assuming what the minister has just said about the Salmon Gums deposit - 

Mr J.J.M. BOWLER:  There are two major deposits there.   

Mr B.J. GRYLLS:  There is $4 million in the coal fund.  Why would some of that money not be allocated to the 
research and development needed to ensure that that can happen? Why would it just be a Collie project, because 
it is starting to sound increasingly like a Collie slush fund for Mick Murray? 

Mr J.J.M. BOWLER:  The coal one is because we have a work force in Collie and we are very keen to see 
Western Australians, particularly those who are unemployed, be employed.  There are no people in Salmon 
Gums unemployed.  However, with regard to research at Salmon Gums, there is a private company about to float 
on the Stock Exchange and it is its intention to use that float to carry out the research, which sounds to me very 
exciting.   

Mr C.J. BARNETT:  I will just go back to LNG.  With the prospective LNG projects, such as Pluto, 
Scarborough and the Browse Basin projects, and even Scott Reef, is it intended that they be developed under a 
state agreement act - each of them; and secondly, what is the state government doing with regard to royalties on 
those projects? 

The CHAIRMAN: Member, can you give me a reference in the budget papers for that? 

Mr C.J. BARNETT: LNG is somewhere or other.  The second point is on page 116. 

Mr J.J.M. BOWLER: There are two parts.  First of all, are we going to develop Browse, Pluto and Scarborough 
under state agreements? 

Mr C.J. BARNETT: Yes, and the second is the royalty issue.   



Extract from Hansard 
[ASSEMBLY - Tuesday, 23 May 2006] 

 p157c-178a 
Chairman; Mr John Bowler; Director; Deputy; Mining; Chairman; Mr Colin Barnett; Mr Matt Birney; Mr Tony 

McRae; Mr Paul Andrews; Mr Brendon Grylls; Mr John Castrilli 

 [11] 

Mr J.J.M. BOWLER: There are three things.  First of all, with all these matters, the Minister for State 
Development - the Premier - does have carriage of iron ore and gas.  I do the rest.  However, I do some work in 
that area to an extent. 

Mr C.J. BARNETT: Yes, it is in this section of the budget.  I sympathise with the minister’s position, but it is 
in this section of the budget papers. 

Mr J.J.M. BOWLER: The Premier will handle this section of the budget.  Traditionally, we have done all those 
under state agreements.  Pluto will not be done under a state agreement, I am advised.  Regarding royalties, we 
would love to give state royalties.  Obviously, with commonwealth waters, if those facilities come onshore to 
Western Australia, which is what we hope, it does give us some leverage.  However, the federal government has 
not been too willing up until now in our negotiations to share any of those royalties with us. 

Mr C.J. BARNETT: I have a supplementary question to that.  Why is the government progressing those 
projects without a royalty agreement?   

Mr J.J.M. BOWLER: How can we stop them progressing, particularly if the companies and the federal 
government then say, “We’ll put offshore floating technology out there off the Western Australian coast”?  We 
cannot stop them.  In that way, if we take the contrary attitude the member is suggesting, there would not be one 
benefit for the state of Western Australia.  They could, as a matter of fact, even bring in foreign crews to man 
those floating facilities. 

Mr C.J. BARNETT: If the government does not force the issue, it cannot win the issue.   

Mr J.J.M. BOWLER: The federal government could then - there are some companies that want to go down that 
path anyway, and so that attitude would drive them into that and there would not be one benefit to Western 
Australia, maybe not even one job, let alone $1 of royalty.  We will talk with them.  We will work with them in a 
cooperative manner to get the best voice in Australia. 

Mr M.J. BIRNEY: I refer once again to page 111 and the coal industry development fund.  As the minister 
knows, his government effectively pulled Western Power coal contracts away from Griffin Coal and handed 
them to Wesfarmers, and I think the majority of those contracts kick in at about 2010, at which time Griffin Coal 
will have a very severe reduction in its ability to sell coal.  If Griffin Coal cannot do a deal with HIsmelt - if it 
cannot get the technology right to drive the coal out to the point at which HIsmelt can use it - and if it cannot get 
the technology right to the point at which it can export big quantities of coal, is the minister concerned that when 
his government’s new Western Power contracts kick in with Wesfarmers in about 2010, Griffin Coal might 
actually close up?   

Mr J.J.M. BOWLER: No, I am not.  The member would be aware that Griffin has announced construction of 
Bluewaters, a 210-megawatt power station.  It already has some firm indications of contracts for that power and I 
understand the company is already planning Bluewaters 2; therefore, in that alone, Griffin may be mining more 
coal than it is currently mining.  The other company there, Western Collieries, will be mining more.  The fact of 
the matter is that Western Power has done a deal to obtain for the people of Western Australia - the power users - 
the cheapest priced coal that it could get and that is the way it has done it.  Once again, when that contract was 
consolidated into the one company, it was another reason to develop this fund to find uses for other coal in 
Collie. 

[10.00 am] 

Mr M.J. BIRNEY: Just five minutes ago the minister said that there were people in the coal industry 
unemployed in Collie.  Is that because of his government’s decision to swap those coal contracts around? 

Mr J.J.M. BOWLER: No.  As the member said, that contract will kick in in 2010, not 2006. 

Mr M.J. BIRNEY: Can the minister tell us the reason for the unemployment in the coal industry in Collie? 

Mr J.J.M. BOWLER: It is not so much the reason for unemployment in the coal industry in Collie.  There has 
been a consolidation going on in Collie now for 18 years, I think, from when they started converting their 
underground mines, which are very high labour, low capital, intensive mines, in order to open pit mines.  The 
last of those underground mines closed about seven years ago and that is what led, over a couple of decades, to a 
general level of unemployment in Collie at the same time that Collie was producing more coal than it has ever 
produced before but it was doing it from an open pit, which needs fewer people. 

Mr M.J. BIRNEY: Has it got to do with the government’s decision to go with gas instead of coal as the next 
base load? 

Mr J.J.M. BOWLER: No.  As the member says, that first impact will be in about 2010 and that is why we are 
planning now to make sure that there is no impact, that we have a win-win situation and that we get the cheapest 
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power we can get, which is gas on the 300-megawatt power station.  We are consolidating our coal buying for 
Western Power at the cheapest price possible.  Western Power determined that it would be from one contractor, 
and that was Western Collieries.  At the same time we have the coal fund, which the member seems to be so 
critical of, to try to create jobs for people in Collie.  I believe we can have a lot of wins for not only the people of 
Collie, but also the people of Western Australia. 
Mr C.J. BARNETT: I have a point of order, Mr Chairman.  I am not having a go at the minister at all, but he 
has said on questions of state agreement that the Premier, in his role as Minister for State Development, will 
handle those and will be dealing also with this section.  According to the program, that is explicitly not the case.  
Although I can understand Minister Bowler saying that he does not have responsibility for state development, 
this section also does not arise under the Premier’s section.  My point is: who in the government is going to 
answer questions about state agreement acts? I do not know whether you, Mr Chairman, are able to answer that, 
but perhaps you might take it on board as a failing of the system because, effectively, the minister is saying that 
he cannot answer a series of questions because it is not his responsibility.  I accept that, but then there is no 
capacity to direct those questions to the Premier. 
The CHAIRMAN (Mr A.P. O’Gorman): I will take that on board and I will refer that to the Speaker and we 
will try to rectify that in the future.  The member for Merredin is next on my list.   
Mr B.J. GRYLLS: Did the member for Cottesloe get an answer to that? 

Mr C.J. BARNETT: The answer is a no answer.  There is a stuff-up, a minor one. 

Mr B.J. GRYLLS: Given that there is a stuff-up, does not it mean - 

The CHAIRMAN (Mr A.P. O’Gorman): I can only take it up with the Speaker and have it rectified. 

Mr C.J. BARNETT:  I accept that.   
Mr B.J. GRYLLS: I refer to page 117 with regard to the infrastructure in the Shire of Ravensthorpe to attract a 
residential work force.  What is the Department of State Development doing to ensure that LandCorp will fast-
track the land release? From talking to BHP Billiton, which I am sure the minister does as well, I know it 
extremely complimentary of the way all government departments, except LandCorp, have enabled BHP Billiton 
to bring its project online.  It believes that the Department of Education and Training and the Water Corporation 
have done a great job, but that LandCorp is doing as little as possible to allow the available number of blocks on 
which to build houses to be expanded.  It was quite clear from what the Minister for Planning and Infrastructure 
said during the debate last week that she does not think there is a problem, and so I am hoping that the 
department can take a role in that. 

Mr J.J.M. BOWLER: I thank the member for the question.  When I was in Ravensthorpe on Friday, I had a 
meeting with BHP Billiton and the Shire of Ravensthorpe.  The shire expressed to me its concern that it would 
like to see more expedient land developments in Hopetoun.  Last month I made a decision to desterilise, if that is 
an expression, 43 blocks in Ravensthorpe, and work is commencing with the shire to get those 43 blocks 
developed in Ravensthorpe as soon as possible.  Land prices in Hopetoun have reached unsatisfactory levels.  
My department has made the minister aware that more land is needed in Hopetoun and, for that matter, even in 
Esperance.  The Shire of Esperance could play an even greater role by releasing its own land, which it seems to 
be drip-feeding.  It is putting conditions on the land that put further pressure on land prices in that part of the 
state. 

Mr B.J. GRYLLS: The minister has met with the Shire of Ravensthorpe and it has expressed an interest in 
developing land if LandCorp would allow the shire to do it. 

Mr J.J.M. BOWLER: In Hopetoun or Ravensthorpe? 

Mr B.J. GRYLLS: In Hopetoun and in Ravensthorpe.  The Shire of Ravensthorpe believes that LandCorp is 
drip-feeding the unallocated crown land, as the minister said.  Can the minister’s department play a role in 
ensuring that that land is made available to local government? 

Mr J.J.M. BOWLER: With regard to its availability, I can always talk to the minister and I will always let any 
of my ministerial colleagues know when their portfolios impact upon my portfolio.  Following my visit on 
Friday with the regional investment tour, I will be making the minister’s office aware of the ongoing concerns in 
Ravensthorpe. 

Mr C.J. BARNETT: I will go back to the Pluto project, as that seems to be the most prospective of the LNG 
projects.  Is the minister aware whether the commonwealth government is paying a subsidy to the Pluto project 
under its Invest Australia scheme; and, if so, how much is that subsidy and what is it to be used for? 
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Mr J.J.M. BOWLER: I am not aware whether the commonwealth government is paying a subsidy under that 
scheme.  If it is, I am not aware of how much that subsidy is.  I do not know whether the commonwealth 
government would let me know, but I can always try to find out. 

Mr C.J. BARNETT: By way of supplementary information, I would be interested to know which petroleum and 
mining projects in Western Australia are receiving grants under the Invest Australia scheme, what those grants 
are and what they are to be used for. 
Mr J.J.M. BOWLER: I cannot give the member an assurance that I will be able to provide him with that 
information but I will give him an assurance that I will seek to provide him with the information. 

Mr C.J. BARNETT: I am seeking it as supplementary information. 

Mr J.J.M. BOWLER: Yes, but it depends on whether the commonwealth government provides us with that 
information.  Increasingly, the federal government seems to do whatever it wants to do. 

Mr C.J. BARNETT: Can I give the minister a hint? He should try hard, because he will be asked for that 
answer in public forums. 

Mr J.J.M. BOWLER: Yes. 

The CHAIRMAN: Is the minister going to try to provide that information? 

Mr J.J.M. BOWLER: Yes.  I will contact the relevant minister and ask him to provide the information. 
[Supplementary Information No B9.] 
Mr M.J. BIRNEY: I draw the minister’s attention to “Major Policy Decisions” on page 111.  I notice that 
$4 million has been allocated over four years for overseas trade offices.  Are they new offices, or is that just new 
funding for existing offices? If they are new offices, where are they located? What are the names of the people 
who are in charge of those offices and what is their relevant experience? 

Mr J.J.M. BOWLER: The Premier, who is the Minister for State Development, controls the trade offices.  The 
only new trade office that opened in the past year was in America, which is operated by David Doepel, who 
basically operates it using a mobile telephone from his house in Los Angeles.  We are very impressed with his 
work to date. 

Mr M.J. BIRNEY: Is he an American? 

Mr J.J.M. BOWLER: No, he is an Australian but he is married to an American and has lived in America for 
20 years.  The member should talk to Woodside Petroleum and BHP Billiton, which are trying to develop 
various gas receival points off the coast of California.  They are most impressed with the assistance Mr Doepel 
has already been able to provide them and with the work he has done for other LNG producers in Western 
Australia who hope to provide gas into a new gas receival point being built in Baja, in the south of California.  
They appreciate the work he has done to coordinate our sellers and their buyers. 

Mr M.J. BIRNEY: Where is this $1 million going to be spent this year? 

Mr J.J.M. BOWLER: It is going to existing offices. 

Mr M.J. BIRNEY: Is it being used for additional staff, or what? 

Mr J.J.M. BOWLER: I will ask the director general to answer that question. 

Dr J. Limerick: The department has been running a deficit over the past several years on overseas offices.  It 
costs about $2.5 million to run the offices.  This allocation is a recognition of the cost of maintaining those 
offices and of the good job they do.  This allocation will relieve the pressure that was on the department to fund 
those offices from other sources. 

Mr M.J. BIRNEY: Where are our current overseas trade offices located? 

[10.10 am] 

Dr J. Limerick: Straight off the top of my head, the overseas trade offices are located in Indonesia and 
Malaysia.  We have one representative in Thailand, one in Taiwan, two in India, two in China, one in the USA 
and one in Korea. 

Mr M.J. BIRNEY: Also Japan and London. 

Dr J. Limerick: The offices in Japan, London and Dubai are run from the Department of the Premier and 
Cabinet. 
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Mr M.J. BIRNEY: Which is a joint office with the Department of Agriculture and Food? 

Dr J. Limerick: They are not our offices; they are shared arrangements.  We have representatives in Hong Kong 
and Libya as well. 

Mr G.M. CASTRILLI: My question is in the same context.  By way of supplementary information, I would 
like to know what the specific achievements in dollar terms were for each of the overseas trade offices.  How 
many contributions did they make to the export markets for Western Australia for 2004-05 and 2005-06? What 
was the total cost of each office for 2004-05 and 2005-06? What assistance did they provide to individuals, 
companies etc in assessing the export markets? 

Mr J.J.M. BOWLER: Are the member’s questions associated with the line item for overseas trade offices?   

Mr G.M. CASTRILLI:  Yes.  Will the minister provide a report on the performance of each office, compared 
with their key performance indicators?  I suggest that the answer be provided by way of supplementary 
information.   

Mr J.J.M. BOWLER:  Obviously I cannot provide the member with that massive list of detail, some of which 
will be very subjective.  The information requested refers to service 2, “Industry Development Services”, and 
service 3, “Investment Services”, for which the Premier has responsibility.  I can advise the member with the 
answer by way of supplementary information, but for that sort of detail he should direct his question to the 
relevant minister, which is the Premier. 

Mr G.M. CASTRILLI:  We are dealing with the services in this division. 

The CHAIRMAN:  We are dealing with service 1, “Resource Services” in division 4. 

Mr G.M. CASTRILLI:  We are an exporting nation.  What good do these trade offices do?  The fact is that we 
are going to export more out of this state than at any time in the state’s history.  Someone has got to be doing 
something right.  If we do not have trade offices facilitating and helping companies export their products, they 
are going to be out of business. 

Mr C.J. BARNETT:  On a point of order, the Chairman has a problem here, because we are straying from the 
program.   

The CHAIRMAN:  We are now getting into debate on service 2.  I am here for debate on division 4, service 1.  
If members want to debate service 2, the member for Cottesloe has pointed out that it is not on the schedule.   

Mr M.J. BIRNEY:  It is meant to be, though.  The schedule I saw had service 2 on it. 

The CHAIRMAN:  Yesterday we debated division 4, services 2, 5 and 6. 

Mr C.J. BARNETT:  Mr Chairman, you are right, but my colleague is working on the schedule dated 18 May.  
I am working on the 23 May version of this program, which I gather is the final version.   

Mr M.J. BIRNEY:  Mr Chairman, what does your schedule indicate? 

The CHAIRMAN:  Service 2. 

Mr M.J. BIRNEY:  That is the one I have. 

Mr C.J. BARNETT:  That is an earlier version of the schedule.  The final version, which I take to be the later 
date, is dated 23 May. 

Mr M.J. BIRNEY:  What does the member for Cottesloe’s version say? 

Mr C.J. BARNETT:  It does not - service 2.  I do not care a rat’s about what it says.  The point I am making, 
Mr Chairman, is that we cannot deal with it if it is not listed.  We can talk about it, but we cannot deal with it. 

The CHAIRMAN:  I think the member actually has the 18 May version.  It is in small writing right at the top. 

Mr C.J. BARNETT:  No; Tuesday, 23 May 2006, it says. 

The CHAIRMAN (Mr A.P. O’Gorman):  That is right, but the member has the version dated 18 May. 

Mr J.J.M. BOWLER:  Mr Chairman, the member for Cottesloe is correct.  Services 2, 5 and 6 were approved 
yesterday by the Minister for Science and Innovation.  Service 3, “Investment Services”, will be dealt with this 
afternoon by the Premier and we will deal with services 1 and 4.  I do not mind answering the question raised by 
the member.   
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Mr G.M. CASTRILLI:  I take it from the minister’s response that there have been some trade-offs.  I suggest to 
the minister that if I had my way, I would increase the allocation to the trade offices.  I am in favour of 
exporting.  I asked the question to ascertain what good they are doing and whether we can make them better. 

Mr C.J. BARNETT:  I would like an update on the Windimurra project, and what the department is doing to 
ensure that that project restarts. 

[10.20 am] 

Mr J.J.M. BOWLER:  I did not think the member would ask that question.  It is a positive question.  I do not 
know whether there is a point to this.  Of course, Windimurra is something near and dear to me because I was on 
the parliamentary standing committee that investigated its closure and the way that was handled by Xstrata.  I am 
pleased to say that when I last spoke to Roderick Smith, he was very positive.  Since he has closed the mine, the 
price has increased from about $2 to about $6.  When we undertook the parliamentary inquiry, they were crying 
tears of blood then.  I think the price was over $10 when I last spoke to him and it is still climbing.  He is very 
positive.  I cannot give the member an exact update on it, but I know that the gas line that was put in by the 
previous government will, hopefully, be put to good use at long last. 

Mr C.J. BARNETT:  My reason for asking the question was for me to decide whether to bring out from storage 
the plaque from the opening ceremony and rehang it on my wall. 

Mr B.J. GRYLLS: If refer to the fifth dot point from the bottom of page 116 under “Major Achievements For 
2005-06”.  Reference is made to a whole-of-government state indigenous economic development strategy.  Has 
that strategy been released to the public? What role is the minister’s department playing in increasing indigenous 
employment, with the proviso that I visited Wongutha CAPS Aboriginal Christian School in Esperance, which is 
an Aboriginal boarding school? It has absolutely no involvement with industry at all, but wishes that it did.  I 
thought that if a state indigenous economic development strategy is looking at indigenous employment, at least it 
would be linking up with the schools to actually link industry and the schools that are training these kids. 

Mr J.J.M. BOWLER: I cannot talk about what the Christian Aboriginal Parent-directed School has done in 
Esperance or Coolgardie.  However, it has probably had the best success rate with Aboriginal students anywhere 
in the state and does a wonderful job.  Regarding the state indigenous economic development strategy, no, it has 
not been released, but Mr Smith can give provide members with an update. 

Mr S. Smith: As the minister indicated, the strategy has not been formally released to the public, but the 
development of the strategy did go through a substantial consultation process; therefore, the parties are generally 
aware of the content.  The status of the strategy at the moment is that the government has allocated some funds 
for indigenous economic development and that money is still to be reallocated to the relevant portfolios within 
government.  As soon as that money is there, I expect the strategy will be formally launched.  In the meantime, 
our department is pursuing the implementation of the various elements of the strategy in recognition of the 
government’s support for that direction. 

Mr B.J. GRYLLS: Will the minister explain what was the cost of developing that strategy? For what will extra 
money, to which the minister’s adviser referred, be allocated?  In what direction is the program heading? 

Mr J.J.M. BOWLER:  All indigenous employment funding and strategies will come under the responsibility of 
the Minister for Indigenous Affairs.  The government will take a whole-of-government coordinated approach to 
this area because it has found in the past that various departments would do their bit.  The approach will be a bit 
more coordinated.  I am passionate about this issue.  Currently, at a time when we have huge skill shortages, we 
have unemployed Australians who have been living there for a long time, living next to mines, who are out of 
employment and that is just ridiculous.  One of my main goals as minister is to help turn that around.  I think we 
are already having some successes.  There have been some great examples.  The Argyle Diamond Mine is 
probably the best and most well known example.  The Fortescue Metals Group Ltd is another example.  In the 
Pilbara, BHP Billiton, Rio Tinto and some of the gas companies are starting to come on board.  They realise they 
have not done enough in the past.  There are some successes, and I am pleased to see the Leader of the National 
Party’s interest in this area.  He is right about Wongutha CAPS.  It is an absolute inspiration.  When this strategy 
is released, we hope they are made aware of it and include it in any plan. 

Mr B.J. GRYLLS: Even more than that, they could be part of it, because the Christian Aboriginal Parent-
directed School is having amazing success.  When I visited a couple of weeks ago staff said that they have no 
linkages with industry.  I find that unbelievable.  The agricultural college has wonderful links to industry and 
trains the kids so that they can go straight into industry.  The CAPS students who are doing their vocational 
education certificates have no linkages, and that seems to be a big gap. 

Mr J.J.M. BOWLER: That is a good point.  I will take it up. 



Extract from Hansard 
[ASSEMBLY - Tuesday, 23 May 2006] 

 p157c-178a 
Chairman; Mr John Bowler; Director; Deputy; Mining; Chairman; Mr Colin Barnett; Mr Matt Birney; Mr Tony 

McRae; Mr Paul Andrews; Mr Brendon Grylls; Mr John Castrilli 

 [16] 

Mr A.D. McRAE: I wish to remind the minister that tomorrow I am representing him at the opening of the 
Tanami Coyote gold project in the Tanami Desert.  It has a very clear policy of training and employing 
indigenous people as well as some fly-in, fly-out workers.  It says that that mix is important.  Is the minister 
aware of that? 

Mr J.J.M. BOWLER: No, I am not. 

The CHAIRMAN: Member, there was no question there. 

Mr M.J. BIRNEY: I refer the minister to “Major Policy Decisions” on page 111.  The budget estimate for 
assistance for the Argyle Diamond Mine is $26 250 000 in 2007-08.  Firstly, why does the Argyle Diamond 
Mine need assistance? Secondly - this might be better provided by way of supplementary information - can I 
have a breakdown of that $26 250 000 that has been set aside to assist the Argyle Diamond Mine? Could the 
minister itemise the budget estimate of $26 million? 
Mr J.J.M. BOWLER: The basic assistance allocated to the Argyle Diamond Mine was to encourage it to go 
from the open pit phase to the underground phase.  An agreement was reached whereby we would reduce its 
royalty rate.  This covers that.  It is really a book entry that comes in and out.  I will ask Mr Smith to explain the 
intricacies. 
Mr S. Smith: The deal that was done involves a change in the royalty rate.  The rates that were payable were 
22.5 per cent of net profit, or 7.5 per cent of the value of production, whichever is the higher.  Typically in recent 
years that has been 7.5 per cent of the value of production.  The deal that has been done, subject to Argyle going 
underground, is that the rate of royalties will be 5 per cent, which brings it into line with the Mining Act 1978 
and follows the government’s general strategy of trying to bring royalty rates for projects into line with the 
Mining Act wherever possible.  The difference between the royalty rate that would have been payable under the 
former royalty regime for the Argyle mine versus the new royalty regime that will occur if it goes underground is 
$26.3 million.  That is an estimated figure.   

Mr M.J. BIRNEY: I know a number of goldminers who are currently working in the open-cut stage who would 
love to become underground miners.  Would the government also consider a royalty reduction for them? 
Mr J.J.M. BOWLER: That is a good question.  As Mr Smith just said, we are bringing the royalty rate of the 
Argyle production area and another diamond mining company in that same area called the Kimberley Diamond 
Company down to the level that the rest of industry pays.  If someone found a diamond mine in Kalgoorlie, for 
instance, they would have paid the lower rate that Kimberley diamonds and Argyle diamonds will now pay in the 
future.  We are not really giving them any special favours.  They were forced to pay a higher royalty when their 
mines were established more than two decades ago.  They were given the opportunity to operate on a fly-in, fly-
out basis rather than establish a town.  In return for the capital costs of not providing a town, the payback was a 
higher royalty than the rest of the state.  In answer to the member’s question, the royalty for goldmining exists on 
open pit or underground mines across the state.  No company pays a higher gold royalty because it is specifically 
in that area, and that is what happened with diamonds.  There is no special deal for diamonds.  Argyle and 
Kimberley diamonds will just pay the statewide royalty.  We have replicated the offer we made to Argyle 
diamonds to Kimberley diamonds.  We have told Kimberley diamonds that it can also get the lower rate.  We 
have tied that in with an indigenous employment goal.  Because Argyle has done such a fantastic job employing 
indigenous Australians, we have said to Kimberley, “You get the same indigenous employment program and you 
can also have the lower royalty.” 

Mr M.J. BIRNEY: What was the reason for giving this assistance to Argyle Diamond Mine and reducing the 
royalty rate from about seven per cent down to about five per cent? Was it because the government wanted it to 
go underground or because it was paying higher than the state mining average? 

Mr J.J.M. BOWLER: The historical reason that the higher royalty was imposed was that it was the first ever 
fly-in, fly-out operation.  The state wanted compensation for that.  The company was being let off the hook for 
not building its own town.  However, under the reign of Brendan Hammond, Argyle went from a fly-in, fly-out 
operation to half residential.  Of that half, half again - in other words, 25 per cent - were indigenous workers.  
The assistance was given in recognition of the fact that the majority of workers are residents.  It employs a lot of 
East Kimberley people.  We also wanted to make sure that going underground and extending the life of the mine 
for another 14 years would prove viable.   

[10.30 am] 

Mr M.J. BIRNEY: So what was the reason - to encourage it to go underground? 

Mr J.J.M. BOWLER: To encourage it to go underground but also to recognise the fact that the higher royalty 
was imposed because the total number of workers were fly-in, fly-out and now they are no longer totally fly-in, 
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fly-out.  At the mine’s own behest, half of the workers are residential, and that trend is increasing all the time.  It 
has a superb indigenous employment strategy that has really transformed many of the indigenous communities in 
the East Kimberley. 

Mr M.J. BIRNEY: So the reason was basically to encourage it to go underground? 

Mr J.J.M. BOWLER: Yes, but also it was in recognition of the work that it had done in transforming the 
residential aspect of the mine. 

Mr M.J. BIRNEY: Given that the minister just answered yes to my question that - 

Mr A.D. McRAE: No, he did not. 

Mr M.J. BIRNEY: The Hansard will reflect that he did. 

Mr A.D. McRAE: I bet it does not. 

Mr M.J. BIRNEY: Given that the minister just answered yes when I asked whether the reason for giving this 
assistance was basically to encourage the mine to go underground, would he consider a royalty reduction for 
goldmining companies that are in the open-cut phase but are interested in becoming underground mines? 

Mr J.J.M. BOWLER: I answered that two questions ago.  We are not giving Argyle any special treatment.  We 
are bringing Argyle down to the statewide diamond royalty, the same royalty that any other Australian mine 
pays. 

Mr M.J. BIRNEY: So that is the reason for the reduction? 

Mr J.J.M. BOWLER: Yes.  It is paying the normal diamond royalty in Western Australia, which, as Mr Smith 
said, is five per cent.  The normal gold royalty applies to underground and open-pit mines.  We do not impose a 
higher royalty.  If the member is intending to do so if he gets into government, he should let me know.  That is a 
very hypothetical question.   

The CHAIRMAN: Minister, we do not need a conversation. 

Mr B.J. GRYLLS: On page 117, the second dot point under “Major Initiatives For 2006-07”, this next budget 
year, refers to the implementation of the new departmental spatial inquiry tool, WARIMS.  My understanding is 
that a lot of state-based information is available on geology and also titles.  Can the minister explain what sort of 
coverage that has, especially with regard to the wheatbelt? Obviously at the moment, with the development of 
the iron ore industry in the mid-west, it will be an excellent complement to the agricultural industry in that 
region, given what we have talked about with the coalmines at Salmon Gums, but there is still quite a large gap 
in mineralisation in the wheatbelt.  I would be interested to know whether the state government will take up a 
role in doing some of the mapping to encourage industry to look into the wheatbelt regions for full mining. 

Mr J.J.M. BOWLER: I do not know specifically whether the member’s area, the eastern wheatbelt, is covered 
in this aeromagnetic survey work that the Geological Survey of Western Australia is doing.  I do know that the 
member for Riverton mentioned a new mine that is opening tomorrow.  I know Geosurvey is doing aeromagnetic 
work up there and it is doing a lot of new aeromagnetic work south of Warburton.  However, I do not know 
whether there is any specifically in the member’s area.  If he likes, I can find out where Geosurvey is doing it 
and where it is planning to do it. 

We have provided an extra $12 million in this term of government above what we were already spending in 
Geosurvey to do this pretty competitive exploration work and already the first lot of results seem to have had a 
positive impact.  Junior companies and other companies are seeing those results, analysing that work, going into 
those areas that we have released and picking up tenements and doing exploration of their own.  I will find out 
information specific to the member’s area and provide it. 

Mr B.J. GRYLLS: That is the point I am making.  Wherever that work is leading, it is excellent to encourage 
the companies to take a look.  The point I am making is that there is a big gap in the middle of the wheatbelt. 

Mr J.J.M. BOWLER: I do not know whether geologists say that that area is unprospective and that given 
whatever type of rock it is, there is not much likelihood of finding anything, but we will find out.  There is also 
the fact that there are farms in that area.  It is always a problem dealing with landholders who have a right of 
veto, unlike a native title. 

The CHAIRMAN: I ask the minister to clearly state the information that he is going to provide. 

Mr J.J.M. BOWLER: I will provide the information regarding the Geological Survey work on the wheatbelt of 
Western Australia. 
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[Supplementary Information No B10.] 

Mr M.J. BIRNEY: Is it correct that Argyle Diamond Mine would have gone underground anyway without 
government assistance or was its decision to go underground based solely on the $26 million government 
assistance package? 

Mr J.J.M. BOWLER: The advice that we received from Argyle was that no, this was crucial.  The company 
was saying that it was a marginal operation.  Since then the price of diamonds has gone up a bit, not as much as 
other commodities, but the company was saying to us at the time that it was lineball and that extra assistance 
would tip it in its favour.  When one looks at the historical aspects of that higher royalty and the work that the 
company had done in turning that around without any encouragement really from government - the company just 
did it on its own behalf - it really all added up.  We were glad that we could make that offer and that it has been 
taken up and has been successful.  Who knows? Maybe the inner workings of Rio in London know whether it 
would have gone underground anyway.  They were telling us otherwise and we have to take them at their word.  
Mr Smith has some more information to add that may assist. 

[10.40 am] 

Mr S. Smith: I should add that in preparing advice for the minister, the department did not rely just on evidence 
put forward by Rio Tinto.  We also had independent studies conducted for the department.  A company by the 
name of Evans and Peck conducted an independent study and advised us.  That study suggested that the figures 
that Rio Tinto was putting forward, whilst not identical, reflected the sort of advice Evans and Peck was 
providing, and it would appear that without that assistance the mine going underground would not have been 
viable. 

Mr M.J. BIRNEY: If other mining companies came to the minister and could make the case that the 
progression to an underground mining stage might not be viable without a royalty reduction, and that case was 
independently verified, would he then look favourably upon that request for those companies? 

Mr J.J.M. BOWLER: If they were paying above the normal royalty, like Argyle was doing, we would consider 
that.  When people are paying the normal royalty that Argyle is now paying, no, we would not.  We have a state-
based royalty system.  It is well advertised.  Companies go into exploration and then production knowing what 
the royalty regime is.  The member has to understand that Argyle is different from the rest of the state.  The only 
other area where there is something similar - in the reverse - is the Hampton area near Kalgoorlie, where no 
royalty is paid.  Once again it is very historical.  However, no, basically we were not giving Argyle, one could 
say, special treatment.  We were just bringing Argyle down to what the rest of the state paid. 

Mr M.J. BIRNEY: I have a further supplementary question.  Could I just clarify that the royalty rate that will be 
paid by Argyle next year is five per cent? Is that what the minister said - five per cent of production?  

The CHAIRMAN: Minister, you need to answer. 

Mr J.J.M. BOWLER: I will refer to Mr Smith. 

Mr S. Smith: The company will not move to the five per cent royalty rate unless it goes underground.  That is 
the deal that has been struck between the government and the company, and if it goes underground and meets all 
the terms of the agreement, it will be paying the five per cent rate at that time. 

Mr M.J. BIRNEY: What is the rate for goldmines? 

Mr J.J.M. BOWLER: It is about 2.5 per cent. 

Mr M.J. BIRNEY: Of production? 

Mr J.J.M. BOWLER: Yes, above a certain amount.  When the gold price falls below a certain amount, it is 
even less than that, but of course that gold royalty was introduced by the Court government. 

Mr M.J. BIRNEY: If the minister is making the case, he seems to have switched.  Now he seems to be saying 
that it was paying above the norm for other mining companies.  Why is he bringing them down to only 
five per cent and not 2.5 per cent? 

Mr J.J.M. BOWLER: Because 2.5 per cent is the gold royalty, not the diamond royalty. 

Mr M.J. BIRNEY: The minister just compared it with other mining companies -  

Mr J.J.M. BOWLER: Now the member is getting confused, I do not know whether intentionally or just 
because of his lack of understanding of royalties in Western Australia.  The statewide diamond royalty is 
five per cent.  The statewide gold royalty is 2.5 per cent.  In the Argyle province, a separate royalty was imposed 
above the statewide royalty.  Iron ore has different royalties again, ranging from 6.7 per cent down to 



Extract from Hansard 
[ASSEMBLY - Tuesday, 23 May 2006] 

 p157c-178a 
Chairman; Mr John Bowler; Director; Deputy; Mining; Chairman; Mr Colin Barnett; Mr Matt Birney; Mr Tony 

McRae; Mr Paul Andrews; Mr Brendon Grylls; Mr John Castrilli 

 [19] 

five per cent, depending on what type of ore it is.  Other products have different types of royalties too, but they 
are all usually on a statewide basis.  Diamonds were that one exception. 

[Mrs D.J.  Guise took the chair.] 

Mr S. Smith: The royalty rates are struck according to the level of processing of the ore.  In the case of royalties, 
there is a degree of subjectivity about what level of processing is conducted, so it is not necessarily as clear cut 
as some other commodities, but in the case of royalties, it was 7.5 per cent.  It has been shifted to five per cent to 
bring it into line with the level of processing for similar products.  The same thing has been done in other 
industries as we have tried to move them into line with the Mining Act, as opportunities arise. 

Mr M.J. BIRNEY: Are there any other mining companies in a diamond-like industry that are still paying the 
seven per cent or 7.5 per cent? 

Mr J.J.M. BOWLER: As I have said, there was Kimberley Diamond Company, which was operating in the 
same Argyle province, so it paid the higher royalty.  Because we were making this offer to Argyle Diamonds, we 
have made the same offer to Kimberley Diamond Company.  Once again, as I have said, we tied that to the work 
that Rio Tinto has done at Argyle with regard to converting it into a residential workforce and indigenous 
employment, so Kimberley Diamond Company has been given that same opportunity. 

Mr M.J. BIRNEY: I notice from the Budget Statements that the assistance package of $26 million appears only 
in the year 2007-08.  Why does it not appear in the out years? 

Mr J.J.M. BOWLER: I will defer to Mr Smith. 

Mr S. Smith: It is just a one-off book entry to reflect the expected change in royalties received by the state. 

Mr M.J. BIRNEY: Would that not have an impact in the out years? If the government is now saying that, as a 
matter of policy, it will drop its royalty payments by $26 million, surely that will have to be reflected in the out 
years for this government’s budget. 

Mr J.J.M. BOWLER: I will ask the director general to answer that question. 

Dr J. Limerick: The agreement with Argyle is that the new royalty rate will kick in as of 1 January 2006.  
However, it does not become effective until Argyle goes underground, so it is, in fact, paying the higher royalty 
until it goes underground, and it will then be reimbursed for the difference back to 1 January 2006.  That is what 
the entry in the budget papers reflects.  It is a reimbursement. 

Mr M.J. BIRNEY: Why does it not appear also under 2008-09 and 2009-10? 

Dr J. Limerick: Because it is a one-off reimbursement.  It is expected that Argyle will be going underground in 
that particular year, so it is a one-off payment. 

Mr J.J.M. BOWLER: The cash flows will then just go into the normal royalty stream.   

Mr M.J. BIRNEY: In 2008-09 and 2009-10 the royalty rate will just be five per cent if it is going underground?  

Dr J. Limerick: Correct. 

Mr M.J. BIRNEY: There is a cost to government there, is there not?  

Mr J.J.M. BOWLER: Yes, that is the intent. 

Mr M.J. BIRNEY: That is the cost - the difference between the five per cent and the 7.5 per cent.  I just cannot 
understand why it would not also be in the out years for this budget.   

Mr J.J.M. BOWLER: I will ask Mr Banaszczyk to respond.   

Mr M. Banaszczyk: What will be happening is that initially the royalty will be collected at the higher rate, so 
we will recompense Argyle for that.  In the future years, the royalty will be reduced, and then no actual funding 
will be provided to Argyle, but rather we will be receiving the lower royalty level.  That is why it is not in the 
out years.   

Mr B.J. GRYLLS: I refer to page 133, which shows an increase in mining royalties over the past few years.  
The budget estimate for 2004-05 is $1.419 million, and the budget estimate for 2006-07 is $2.290 million.  
Given that the minister is a country member of Parliament and will understand the great infrastructure challenges 
for regional Western Australia, and that meeting those infrastructure demands can be met by the revenue from 
these royalties, I am interested in the minister’s thoughts on quarantining a percentage of these royalties to go 
back to the regions to ensure that those projects that need to be done can actually be done.  There has been an 
$870 million increase in royalties between 2004-05 and 2006-07. 
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Mr J.J.M. BOWLER: First, out of every dollar that we collect, the federal government ends up with 85c, so the 
member can do his own maths and see that - 

Mr B.J. GRYLLS: Can the minister explain that?  

Mr J.J.M. BOWLER: It varies slightly, but in broad terms the federal government ends up with 85c of every 
dollar that we collect. 

Mr B.J. GRYLLS: How?  

Mr J.J.M. BOWLER: Because the equalisation across the states with our grants means that because we have 
collected that money, the federal government reduces our payments accordingly. 

Mr B.J. GRYLLS: Our grants have been reduced by $870 million? 

Mr J.J.M. BOWLER: It is actually by more than that.  The member would probably need to speak to the 
Treasurer to work out - 

Mr B.J. GRYLLS: The grants have been reduced by $870 million? 

Mr J.J.M. BOWLER: Queensland is now getting an even higher share of the federal equalisation than we get.   

Mr B.J. GRYLLS: That is right. 

Mr M.J. BIRNEY: The grants have been reduced by $870 million.  Come on! The federal government grants? 

Mr J.J.M. BOWLER: No.  I am just telling the member that states such as South Australia and Tasmania do 
very well out of Western Australian royalties. 

Mr B.J. GRYLLS: The funding formula is rejigged.   

Mr J.J.M. BOWLER: The funding formula is rejigged.   

Mr B.J. GRYLLS: However, I do not think it has been rejigged by $870 million. 

Mr J.J.M. BOWLER: The member had better speak to the Treasurer, but basically Canberra gets 85c in every 
dollar.  We get 15c in every dollar. 

Mr B.J. GRYLLS: Is the Minister for State Development telling me that of the $870 million in royalties that has 
been collected between 2004-05 and 2006-07, 85 per cent of that has gone straight back to the commonwealth? 

Mr J.J.M. BOWLER: At the end of the day, of the $2.2 billion in royalties, 85 per cent of that will end up in 
Canberra’s coffers. 

Mr B.J. GRYLLS: Can the minister explain, by way of supplementary information, how that happens? 

Mr J.J.M. BOWLER: We will do that, although the member had better ask the Treasurer.  He could probably 
explain it to the member. 

[10.50 am] 

Mr B.J. GRYLLS: I am not in the Treasury - 

Mr J.J.M. BOWLER: The member should get one of his National Party colleagues to do that.  However, I will 
endeavour to get the answer to that question, even though it is not exactly within my portfolio. 

The CHAIRMAN: Can the minister please be more specific about what he is agreeing to supply? 

Mr J.J.M. BOWLER: It is information to indicate to the member for Merredin and Leader of the National Party 
how Canberra ends up with the vast bulk of the royalties that are collected by the Western Australian 
government. 

[Supplementary Information No B11.] 
Mr J.J.M. BOWLER: The other part of the member for Merredin’s question was can we quarantine that.  That 
actual question was asked at my first ever ministerial function by a person from the Pilbara, who said, “We 
create the wealth.  Why shouldn’t we get more of it?” He was sitting next to a colleague of the member’s from 
the wheatbelt.  I said, “So therefore you think the wheatbelt should receive less, because it doesn’t produce many 
royalties and doesn’t pay its way?”, and the person - it was actually the person in charge of the development 
commission, Wendy Newman - naturally disagreed.  She agreed with me that all Western Australians should be 
treated equally, and that just because an electorate does not happen to have a diamond mine, an iron ore mine or 
a gas field and produce a lot of royalties, those electorates, such as the member’s electorate, should not be 
disadvantaged. 
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Mr B.J. GRYLLS: I refer to the outcomes and key efficiency indicators on page 113.  The last item at the 
bottom of the page states -  

State agency/Local Authority stakeholder agreement that ‘the Department of Industry and Resources 
encourages a climate conducive to ongoing resources development in Western Australia. 

In the 2005-06 budget, the target for that was put at 90 per cent.  However, in the 2005-06 estimates it was 
63 per cent.  The table also has a target of 63 per cent for this year as well.  I refer also to the first item on 
page 114 -  

Customer rating of the Department’s services related to project and infrastructure facilitation and 
investment attraction. 

The target was 86 per cent, and it came in at 67 per cent.  The target for this year is 67 per cent.  Can the minister 
give a brief explanation as to why the 2005-06 targets were not met? 

Mr J.J.M. BOWLER: There has been a change in the way we calculate those targets.  I will defer to Mr Smith 
to explain the way the calculation is now done and how it has changed from the previous method. 

Mr S. Smith: In the past, the statistics were calculated as a result of a survey.  Respondents were asked to give a 
rating ranging from very satisfied to unsatisfied, on a score of one to five, or a “do not know” response.  
Traditionally we had recorded the figures as a percentage of those who had responded, so the number of 
affirmative as opposed to unaffirmative, plus supporting versus not supporting.  The auditor advised us a couple 
of years ago that we should include in the denominator for the calculation all those “do not know” responses.  As 
a result, the denominator for the calculation increased and the figure changed; the percentage is lower.  We 
switched to that different method of recording figures last year, and we have continued with that practice ever 
since. 

Mr G.M. CASTRILLI: Basically, the method by which the averages were done for the survey in 2004-05 was 
changed for 2005-06, but this year obviously there has been a switch back to the 2004-05 method, has there? 

Mr S. Smith: Last year we started using the new methodology, and that was recorded; in fact, the explanation is 
included in the annual report.  We have been continuing on with that process since then.  Last year we recorded 
using both the old method and the new method.  This year we are using just the new method, so there has not 
been any change in the level of satisfaction or dissatisfaction.  Instead, it is just the statistical result as a 
reflection of the way in which it is calculated. 

Mr G.M. CASTRILLI: Just for confirmation, is the method used this year the same as the method used in 
2004-05? 

Mr S. Smith: No, it is the same as we used last year, not two years ago.  It was two years ago that the auditor 
advised us that we should change, and so we did that last year. 

Mr G.M. CASTRILLI: The reason I asked that, Madam Chair, is that the actuals reflect exactly what the 
estimates for 2005-06 and 2006-07 are on both those occasions.  Therefore, I was under the natural assumption 
that the same methods were used for 2004-05 and for 2006-07. 

Mr S. Smith: Yes, we swapped to the new method last year, but the figure that is listed there for 2004-05 has 
been a recalculation of the - if the member went back two years, he would find that rather than 63 per cent, it is a 
much higher figure.  We have calculated that, but using the same information. 

Mr J.J.M. BOWLER: Under the new method. 

Mr S. Smith: Yes, for this year’s report to government, but it does not reflect any change in that actual figure.  It 
is just the method of calculation. 

Mr M.J. BIRNEY: I refer to page 111, “Major Policy Decisions”, and the item shown as “Attraction and 
Retention Benefit”.  It seems that that is a policy decision that has been made by government across a number of 
different portfolios.  Can the minister explain, firstly, exactly what an attraction and retention benefit is? I notice 
that the budget for that item for this year is $348 000.  I notice also that in some of the minister’s other 
departments it is as high as $2 million.  Could the minister give me a breakdown of the $348 000? Basically, 
who gets it, and why? 

Mr J.J.M. BOWLER: First of all, the reason for the attraction and retention benefit has become obvious.  There 
is a huge boom in the mining and resources industry.  These people in my department, the Department of 
Industry and Resources, have the expertise that industry wants, and we found that we were losing good people.  
Therefore, we were finding that it was becoming very difficult to carry out the tasks the department needs to 
carry out because we were being totally understaffed and it was getting worse by the day.  That is why this extra 
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funding has been put in - to try to keep pace.  We still do not lead the industry.  Generally, if people wanted to 
leave the department, they probably could go and get more money out there in the industry tomorrow.  However, 
it has stemmed the flow.  Does the member want the actual break-up of who got what? 

Mr M.J. BIRNEY: Yes, of the $348 000.  Firstly, can the minister tell me whether this a generic pay rise across 
the department? 

Mr J.J.M. BOWLER: No. 

Mr M.J. BIRNEY: Is the department picking favourites, or is it waiting for somebody to say, “I’m leaving”, and 
then it will give them some money? 

Mr J.J.M. BOWLER: No. 

Mr M.J. BIRNEY: How does it work? 

Mr J.J.M. BOWLER: It is in certain professions.  I will defer to Mr Smith to give a breakdown of that. 

Mr S. Smith: Yes, this issue has been around for about 12 months.  We have conducted an independent study 
into a range of areas across government, so it is not just our department but it is other departments as well, such 
as the Department of Consumer and Employment Protection.  The payments are typically to a select range of 
professions in which the resources boom has meant there is such a shortage within the industry of those skills 
that within government we have not been able to retain that expertise, and if we did not have that expertise, it 
could put at jeopardy either projects or people’s lives.  Typically the sorts of skills that are covered by this within 
our department are those of petroleum reservoir engineers.  Even the big petroleum companies are unable to 
obtain that expertise, not just within Australia but also internationally, so it is critical that we retain that expertise 
for considering projects that are put forward by these companies.  In other departments such as DOCEP, it tends 
to be skills such as those of the staff in the major hazards areas, from which that department has lost a substantial 
number of staff in a short space of time, all of them to very substantial salary increases, and the department was 
at risk of not having the expertise to be able to manage major hazard facilities and had to act.  The government 
therefore made the decision to award an attraction and retention benefit.  The benefit is payable only to the staff 
in those specific professional categories.  It is not a general payment.  It is for specific positions.  It represents an 
additional payment of 30 per cent on what their previous salary was, which was the decision made by the 
independent parties. 

Mr M.J. BIRNEY: It is a pay rise of 30 per cent? 

Mr S. Smith: Thirty per cent.  It is not considered sufficient to reflect market rates, but it is sufficient to provide 
an incentive for those who want to stay within government to consider staying.  They are still at a significant 
disadvantage financially compared with those in the industry, but there are other benefits to working in the 
government that those people recognise, so they are prepared to stay on at lower salaries even after this salary 
increase.  It is 30 per cent initially, and that rate is increased each year according to the CPI.  It is not locked in 
for the longer term.  It is for a number of years ahead, and in the future it may well be reduced, depending on 
what happens with the resources sector.  If the boom persists into the long term, there may well be a need to 
continue that payment, because we just cannot afford to not have the expertise and put people’s lives and major 
projects at risk. 

The appropriation was recommended. 
Meeting suspended from 11.02 to 11.13 am 

 


