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IRON ORE AGREEMENTS LEGISLATION AMENDMENT BILL (NO. 2) 2010 

Second Reading 

Resumed from 24 November. 

HON JON FORD (Mining and Pastoral) [10.06 am]: The Iron Ore Agreements Legislation Amendment Bill 
(No. 2) 2010 seeks to amend the following 11 state agreements: the Iron Ore (Hamersley Range) Agreement 
1963; the Iron Ore (Hamersley Range) Agreement 1968 (Paraburdoo); the Iron Ore (Robe River) Agreement 
1964; the Iron Ore (Mount Bruce) Agreement 1972; the Iron Ore (Hope Downs) Agreement 1992; the Iron Ore 
(Yandicoogina) Agreement 1996; the Iron Ore (Mount Newman) Agreement 1964; the Iron Ore (Mount 
Goldsworthy) Agreement 1964; the Iron Ore (Goldsworthy–Nimingarra) Agreement 1972; the Iron Ore 
(McCamey’s Monster) Agreement 1972; and the Iron Ore (Marillana Creek) Agreement 1991.  

The bill will give extraordinary flexibility to the two major iron ore proponents in this state—namely, BHP 
Billiton and Rio Tinto. That flexibility will not be extended to any other players in the iron ore industry in the 
Pilbara unless between them they own 20 per cent. According to the proposal in this agreement, “other players” 
means an entity of BHP Billiton or Rio Tinto. From an agreement act perspective, this is probably the biggest 
change that the state has seen, yet we are expected to deal with this bill today. It is worth questioning why we are 
dealing with this bill today. It is also worth going over the bill’s journey to this house.  

I have been informed by BHP Billiton and Rio Tinto representatives that the companies entered into discussions 
with the government about two years ago. The aim of those discussions was to gain flexibility in the way they 
run their businesses. They wanted to synergise opportunities and share common infrastructure. They entered into 
a non-binding heads of agreement on 21 June 2010, which was mentioned in the Leader of the House’s second 
reading speech, and signed off on that agreement on 17 November. The $350 million one-off cash payment to 
the state that the Premier has talked about, and which will go to the new children’s hospital, is contingent on the 
government’s best efforts to have the bills agreed to by 31 December 2010. Amazingly enough, an example of 
that is found in part 2, clause 6 of the Iron Ore Agreements Legislation Amendment Bill (No. 2) 2010, which 
inserts — 

THIS AGREEMENT is made this 17th day of November 2010 

BETWEEN 

THE HONOURABLE COLIN JAMES BARNETT MLA., Premier of the State of Western Australia 
acting for and on behalf of the said State and instrumentalities thereof from time to time (State) 

AND 

HAMERSLEY IRON PTY. LIMITED … 

The company’s ACN number and address follow. 

The most important clause states that — 

THE PARTIES AGREE AS FOLLOWS: 

… 

The State shall sponsor a Bill in the Parliament of Western Australia to ratify this Agreement and shall 
endeavour to secure its passage as an Act prior to 31 December 2010 or such later date as the parties 
may agree. 

A deal done on 17 November that none of us knew about is the reason we are sitting here now. We were aware 
of what was going on, but, from my perspective, as late as three o’clock last Thursday none of us knew this bill 
was going to come into this house or that the $350 million the Premier has been touting for some time was 
contingent on this house passing this bill by 31 December. 

And best efforts? Let me think about best efforts. This has been going on for two years. The proponents say that 
there was a period, around the time the original merger between BHP Billiton and Rio Tinto was publicly touted, 
when there were some difficulties dealing with the government; for whatever reason, communications with the 
government broke down. However, the negotiations resumed with a final agreement being signed off on 
17 November 2010; yet the Parliament is expected to deal with this bill today. Best efforts? We could have 
thought “best efforts” if there had been some regard for this place—forget about the other place, we are talking 
about this place; it is a bicameral Parliament—and we had some notification or, indeed, the Leader of the House 
had some notification that we were going to deal with this bill. I am sure that had the Leader of the House, that is 
the Minister for Mines and Petroleum, been informed, he would have informed the house, either formally or 
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informally, that we were going to have to deal with this legislation. In fact, when we started to talk about the 
final business of the house and negotiate the final bills of the session, this was not brought up. 

Hon Robin Chapple: No; it was not. 

Hon JON FORD: At least the Greens did not know about this either; I was not the only one in the dark. 

Hon Ljiljanna Ravlich: Who knew? No-one! 

Hon JON FORD: The whole of the chamber was in the dark. 

Hon Ken Travers: Were we? Are you sure no-one else on the other side knew? 

Hon JON FORD: Well, I am going on the information that has been given to me. 

It gets worse. The leader of the Labor Party, Hon Eric Ripper, told me that Mark McGowan was told by the 
Premier that it was agreed in the Council—this was last Thursday—that it would come back today to deal with 
this bill. On that basis, in that part, we agreed to fast-track the bill. We all know what the Assembly thinks about 
us and its total disregard for this place—total disregard such that on Thursday morning the Premier was telling 
the leader of opposition business in the other place that there was agreement in this house that we would be 
sitting to deal with this bill. Yet, I am sure that the Leader of the House was unaware of it, because, otherwise, 
we would have known. As the father of this house and Leader of the House, Hon Norman Moore has great 
regard for the processes of Parliament; therefore, I am sure the Leader of the House would have told us had he 
known. It seems to me that the Labor Party gave a commitment on a misrepresented position. We agreed on the 
basis that we were told that billions of dollars of investment were at stake if we did not proceed with this bill. I 
can tell members that yesterday I had chats with Rio Tinto and BHP Billiton. BHP told me that it does not care; 
it does not have a time frame and, in fact, it is cashed-up because, if members have noticed, it was not able to 
purchase PotashCorp. BHP is rolling in it. It is not missing out on an investment opportunity. BHP would not 
care if it took Parliament a couple more months to deal with this bill. In fact, BHP was quite embarrassed about 
this. However, what is contingent on this bill is BHP’s gift of $350 million to the state for the new children’s 
hospital. I will talk about that $350 million in the context of this industry’s earnings.  

Rio Tinto said, “It is serious for us. We have a barge, a dredge, waiting at Cape Lambert ready to go as soon as 
this bill is passed.” What absolute arrogance that is for the state of Western Australia!  

[Interruption from the gallery.]  

The PRESIDENT: Order!  

Hon JON FORD: That is what happens when we come back for one day of sitting!  

Hon Ken Travers: Was that the CEO of Rio!  

Hon JON FORD: I point out to the gallery that I have not finished yet!  

Hon Ljiljanna Ravlich: Maybe he mistook Hon Jon Ford for Hon Norman Moore! 

The PRESIDENT: I think we can resume now without interjections.  

Hon JON FORD: What arrogance is being shown by this company that it is so confident that this house and the 
other place will pass this bill without due scrutiny, that it risks hundreds of thousands of dollars a day in 
demurrage payments. The Premier does not care about what goes on in this house and has no regard for the 
processes of this house. This is a very significant bill; these are the most significant amendments to state 
agreements that this house has ever seen, yet we are expected to pass them without due scrutiny. That arrogance 
has been passed on to a major player in the industry.  

I must say that BHP informed me that the Leader of the House had expressed his displeasure to the company 
about the process. That is why I have confidence in what I said about the father of the house and his regard for 
these processes. But the Premier of this state has no regard for the Parliament or for the people of Western 
Australia. This situation shows the Premier to be the ultimate puppet-master. This is a person who uses 
misrepresentation and says and does anything to get what he wants, without due regard for process or the people 
of Western Australia. And for what? He does that for $350 million and the removal of the concessional rates on 
royalties.  

I will put the $350 million in context. It has been announced that $375 million is the cost of the Pilbara 
desalination plant. Therefore, the money is already spent. The $350 million does not even cover the cost of 
relieving the current stress on a basic utility in the Pilbara, which is where all this is coming from. 

Hon Robin Chapple: Who benefits? 
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Hon JON FORD: I will talk about who benefits later on. We all know where most of the money from lifting the 
concessional royalty rates will go through the Commonwealth Grants Commission. It will not go to Western 
Australia. The Western Australian Premier has done a damn good job for the Tasmanian, the New South Wales 
and the Queensland health system. As I have pointed out to my sister, Queensland has a good health system 
because we pay for it. That is the benefit. There have been a lot of missed opportunities. The view that I have 
formed, after spending hours and days going over this agreements bill, is that we are being asked to consider and 
approve a bill that entrenches lost opportunities and gives a heck of an advantage to foreign interests and big 
companies. They are laughing; they think this is fantastic. Later I will talk about the trickle-down effect, because 
there is some astonishing commentary on that in the second reading speech. Members on this side of the house 
take our role seriously, and we will examine the bill and the agreements without assuming anything. I do not 
know whether anyone has seen the piles of papers the bill comprises, but it takes some time to read it. 

Hon Robin Chapple: Is that the sort of thing you are talking about, Jon? 

Hon JON FORD: Yes. I spent all Friday night reading just the first part of the marked-up copy. I finished 
reading it at about seven in the morning. This is the most significant amendment bill that we have seen brought 
into this place, so why the rush? The government has been talking to these companies for two years, yet the 
Premier is demanding that we deal with this today. Is it incompetence? Is it arrogance? Is it because of the 
Premier’s disregard for Parliament—the other place and this chamber—and his ministers, or is it all those 
things? The Leader of the House said in the second reading speech — 

The main purpose of these amendments is to give the companies the flexibility to improve their 
efficiency and facilitate expansions of their operation, with further flow-on benefits for the people of 
Western Australia. 

What are the benefits? We know we get a one-off payment of $350 million, provided this house deals with this 
legislation and the government makes its best effort to have it passed by the end of the year and we remove the 
concessional royalty rates from beneficiated ore. Beneficiated ore is ore that has been treated in some way. That 
has been a long time coming and I congratulate the government on that provision. The Carpenter and Gallop 
governments managed to reach an agreement that all new state agreements would have that concession removed, 
and Premier Barnett has been able to get the whole lot removed on existing mines as well. As I said before, the 
reality is that that royalty money will be distributed to the eastern states. It is not as though there will be an extra 
$1 billion, as some in the media have touted. There will be a flow-on benefit, but will there be an overall benefit? 
I can tell members that we do not know. The government does not know; the Department of State Development 
does not know. When we asked the department the other day whether a cost–benefit analysis had been done for 
the state, we were told “no”—in fact, we got quite a surprised, blank look. As a result of these flexibilities and 
advantages for the development of these companies—to the exclusion of other miners, if they are not companies 
in which BHP or Rio have a holding of 20 per cent, or if they do not actually ask the minister of the day whether 
they can join in and benefit from this—we know that these companies will get a benefit, but I want to know what 
benefit the state will get. Perhaps the minister can advise the house in his second reading response what the 
overall impact of this development will be, apart from the royalties and the $350 million. What will be the costs 
and liabilities to the state? I have given members one example, so I will talk about that for a little while. The 
state will receive a $350 million one-off payment. It has also received a $375 million quote for the Pilbara 
desalination plant, which will deal with the water shortage that we have now. 

It is in the nature of these operations that they use a huge volume of water. They use water in the mining 
processes and in the dewatering process to get to the ore. A simple explanation for lay people is that if they 
stopped the pumps, most of the big holes in the ground that we see would fill up with water. These holes are dry 
while the pumps are working, but they would be full of water if the pumps stopped and the company walked 
away. If members were to fly up to the north west and look out of the window of the plane, they would see a lot 
of green pools in the desert floor; that is because once the companies have stopped pumping, the holes fill up. 
The companies have these huge volumes of produced water. Sometimes this produced water is potable, and 
sometimes it is not. FMG tells us that it is has so much produced water of good quality that it is considering 
entering into an agreement—perhaps—to pump water to the towns of Port Hedland and Karratha to help deal 
with the shortage of potable water. It could be that this water will actually be used for dust suppression, because 
potable, low mineralised water needs to be used to comply with the specifications of the product—that is, the 
iron ore and the blends. But what about the environment? Who is going to wear the costs of rehabilitation? Who 
is going to wear the cost of ensuring that the aquifers are replenished? What if we need an extra one or two desal 
plants? Who is going to build the line? What will be the effect on local governments, on service delivery and on 
housing? 

These ramifications are not restricted to just the Pilbara; these are impacts on the whole of the state. I have lived 
in Western Australia only since 1981—a relatively short time—and I can tell members that I have noticed the 
difference in the metro area alone. In fact, over the past 10 years, when, as a result of this job, I started hanging 
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around in Perth a bit more than I had in the past—it was not that long ago—I could go up the northern freeway, 
up towards Joondalup, on a Sunday afternoon and there was hardly any traffic. Now, on a Sunday, it is no 
different from any other day of the week. There has been a major impact as a result of a substantive population 
growth in the state. We see it at the airport now, which is nearly like a work bus station. We have seen a huge 
expansion in demands on the airport; not only do people fly intrastate to all these mines but also there has been 
an increase in the number of interstate flights. In a previous speech I said how years ago we were lucky to get 
one direct return flight a week from Brisbane to Perth and now there are two a day with Qantas alone. Therefore, 
population growth has had major impacts.  

What will be the impact on the people of Western Australia of the expansion that is being facilitated through this 
amendment bill? What will be the effect on land prices? What effect will it have on rentals? How will it affect 
the utilities that are, quite frankly, just about ready to bust? What effect will that expansion have? How much 
will that cost and who will wear that cost? I can tell members that when we start to look at the costs of 
infrastructure, $350 million disappears pretty quickly. Nobody will be talking about it outside of this day 
because $350 million is not very much. To give an idea of the impact on water, let us look at Yandicoogina, 
where Rio Tinto is at one end and BHP Billiton is at the other. Yandicoogina is a primeval riverbed with 
medium-grade ore. The two companies are working their way towards each other from either end and have to 
pump the water out so that they can dig that ore out. We do not know what the long-term effect on aquifers will 
be. We do not know what it will do to the watertable miles away on pastoral leases or what the interconnection is 
between those aquifers. Indeed, we do not know whether we are able to rehabilitate any damage that results from 
that mining. This legislation was an opportunity for the state to ask these companies to supply that information. 
A cost–benefit analysis could have given us an idea of the balance of the scales of liability versus benefit, but we 
have not done that. It is astonishing that we have not done that. There seems to be an attitude that increased 
production means benefit for the state—but what about the future? When I first went up north attracted by iron 
ore in 1981—I was working at Tom Price—people talked about there being hundreds of years of iron ore in the 
Pilbara. Hundreds of years! That was when we had, I think, an estimated annual production of about 
55 000 tonnes. All of a sudden, we have junior miners talking about 45 million tonnes and that is regarded as a 
junior! If we get the outer harbour going, we will have estimated exports from Port Hedland of up to 
800 million tonnes. It was put to me by Hon Ken Travers yesterday when we discussing this that perhaps not in 
our lifetime but in the next generation’s lifetime, people might see the end of the ore, so these matters — 

Hon Ken Travers: On current reserves it will be in our lifetime, but you would expect there would be some 
further discovery. 

Hon JON FORD: Yes. Therefore, it is important that this house considers the future and the legacy that we 
leave our children and the people of this state. What happens post-quarry? What do we do? What are we 
investing in to produce other benefits and other industries in the future? We will talk about local content and 
local participation and training a bit later, but there is nothing in this agreement that addresses those issues. The 
second reading speech states — 

In recognition of the value that these changes will deliver to the companies, BHP Billiton and Rio Tinto 
have agreed to make a one-off payment of $350 million to consolidated state revenue upon the 
variations to the state agreements receiving royal assent. 

It does not say “provided, through our best efforts, that this bill gets passed by Parliament by 31 December this 
year”. What is the value to BHP Billiton and Rio Tinto? They are keen to point out that the payment will not 
produce them a benefit but they are not so forthcoming when we ask what that means in monetary terms. I bet 
they know. There is no way that they would have gone to their boardrooms with such a proposition without 
knowing the benefits, even to their separate businesses, because they are competitors. Regardless of how close 
this state agreement will potentially draw them together, they are competitors. BHP Billiton would want to know 
what advantage it was giving to Rio and Rio would want to know what advantage it was giving to BHP Billiton. 
In fact, I think the ACCC would be after them if they could not show due diligence. Their shareholders would 
certainly be after them if they could not state the benefit. Yet the state government has not done a cost–benefit 
analysis for the state. The state government has not done a social impact study to see what will occur as a result 
of the expansions for the state that will result out of these agreements. We have never done it. That is why we 
find ourselves in trouble now. That is why we find ourselves with water shortages in the north west.  

We have seen a mishmash approach to power supply in the Pilbara and the Kimberley. We could have addressed 
the issue of an integrated power grid and used this as a lever. We have looked at the synergies of the capacity of 
the existing power infrastructure to be put into the grid for the general population. This agreement could have 
ensured that extra capacity would have to be built into future expansions to allow for the expansion of the 
population but it is not addressed within this agreement. Instead, by ignoring that, we accept a future unknown 
liability for the people of Western Australia, and as a result of the extra power demands simply through domestic 
use and the attraction of extra business, the state will accept the liability. We have heard the government, 
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including the Nationals, talk about Pilbara Cities. We have the biggest lever ever to realise that for the state and 
we have just chucked it away because we have decided that we are not going to address those issues.  

We could have talked about the development of water, the development of social housing and the development 
of an integrated power grid but the government chose not to do it. Yet we in this place are being asked to 
disregard all of that to get $350 million, because the royalties are not contingent on this bill passing by 
31 December, just the $350 million. I would like to hear the government’s view on what it thinks the value is to 
Rio Tinto and BHP Billiton. Did the government even ask, or was its eye simply on that relatively small amount 
of money, the one-off payment of $350 million? 

As I said before, the impact of this agreement and of this bill on the future of the state is not limited only to the 
Pilbara. Hon Ken Travers will talk later about the impact that this will have on the Wheatbelt and the costs that 
our struggling pastoralists and farmers will wear potentially as a result of this bill. As I said before, the impact 
will also be on the metropolitan region, but we do not know what that impact will be because we do not know 
what the size of the expansion could be. Members will remember that I talked earlier about the growth of 
projects held back being worth billions of dollars, yet that was not supported in our discussions with the 
company. 

The second reading speech also states — 

The state’s sign-off to the heads of agreement was in the context of negotiations over the government’s 
intention to remove the historic royalty concessions … 

I had said that that is a good thing. It is good. But how much will we really get? Was there not an opportunity 
here to really put the squeeze on the commonwealth regarding how the grants system discriminates against 
Western Australia? A couple of comments have been made in the media. We have all talked about it in this place 
over the years that I have been a member, and, I dare say, from the Leader of the House’s perspective, for many, 
many years. Yet the opportunity has been wasted to use this expansion and to use the pressure that the 
companies have put on themselves for growth, and they are arguing that they need this growth to maintain their 
market share to offset advances from their main competitor in South America. There is, therefore, an option for 
them to support the state in seeking to change the way the grants are distributed. 

But what benefit will we really get from the forecast extra royalties? How much will go to the eastern states’ 
governments? How much will come back to Western Australia? How much will Western Australians need to 
invest in the infrastructure to support these projects? What liability are Western Australians exposed to as a 
result of these expansions? We know that in this commonwealth, Western Australian taxpayers are the ones who 
wear the liability for the investment to attract these developments, the capital infrastructure and the ongoing 
service costs. They wear that, and the commonwealth, and therefore the eastern states through the grants system, 
gets this extra revenue. So, what is the benefit? 

The second reading speech also referred to — 

Key integration aspects of the variation agreements include the following: the unrestricted ability for 
existing facilities and infrastructure held by an integration proponent—that is, the party to one or more 
of the 11 agreements in question—to be used by other integration proponents;  

The minister will have to correct me in his response if I am wrong. My understanding is that BHP Billiton and 
Rio Tinto will be able to allow each other access to their existing ports and rail. They will be able to build spurs. 
Some of the spurs—one was shown to me yesterday—can be 120 kilometres long. I do not know what members 
in this place think. Until yesterday, if someone said that, generally, we would expect a spur line to be as long as 
about a length and a half of a train. I know they are long trains, but I do not know of any trains that are 
120 kilometres long, or even half that. That is a whacking great big piece of infrastructure. Those companies can 
share existing excess capacity of water, ports and power, but it does not mean that once those facilities are 
expanded they will be subject to the same synergisation. I hope Hansard does not ask me to spell that because it 
is the first time I have heard of the word. I have heard about synergies, but never “synergisation”. It is some 
technobabble that BHP and Rio Tinto came up with.  

Hon Ken Travers: Someone got paid a lot of money to invent that word!  

Hon JON FORD: Yes. Other iron ore proponents in that area have asked me to seek from the minister the 
reason the government has provided for the construction of new harbour works, railways and blending facilities 
without future reference to oversight by the Parliament. That is a good question. I would like to know why we 
are going down that path, because my understanding is that this bill gives a head of power to the minister, who I 
presume is the Minister for State Development, to approve these expansions without reference to the Parliament. 
It also seems that in addition to the pure size of BHP Billiton and Rio Tinto and the very substantial international 
and domestic advantage they already enjoy over smaller producers, this agreement bill will entrench and give 
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them further advantage. What does the government intend to do about the junior miners? Will the government in 
future negotiate similar deals with emerging miners to allow them the same sort of benefits? I suspect it will not, 
but we will wait to see what the minister says because I have not seen a plan as a result of all this.  

The minister also refers in his second reading speech to the following — 

… the ability for an integration proponent’s existing infrastructure to be expanded for other integration 
proponents, or for new infrastructure to be built for other integration proponents and for connections 
between integration projects;  

I understand that there are some limitations on that; namely that, in most cases, Rio Tinto and BHP Billiton must 
have an interest in the proponents for that to occur. The combination of the interests have to equal 20 per cent, so 
BHP Billiton can have five per cent interest in a company and Rio can have 15 per cent, or any combination of 
that. Under this agreement, that will give those proponents entity status and, therefore, the rules entrenched in 
this agreement can apply to them. I would like to know where that formula came from. I might be being 
somewhat conspiratorial but just because I am paranoid does not mean they are not out to get me! It seems that a 
company such as BHP Billiton or Rio Tinto, after the passing of the Iron Ore Agreements Legislation 
Amendment Bill (No. 2) 2010, will have an advantage or a lever, either for the reason of gaining access to 
another tenement or expanding a tenement under the Mining Act—I will talk about that component a bit later 
on—to say to another company, “Look, we’ll give you access to our ports; we’ll do a deal for you; you can get 
access to our ports, storage facilities, rail and transport logistics supply chains if you let us buy 20 per cent of 
your company; or you can take your potluck with the government and the Parliament and have no guarantees and 
see how you go by taking your chances.” It seems that this bill will enable that to happen. I thought that when I 
was reading the bill on Friday night, but I am not the only one; it has since been confirmed by other mining 
companies without solicitation.  

A seeming check that has been incorporated into the bill is referred to in the second reading speech, which 
states — 

… the ability of the minister to decline to consider or approve an integration proposal if he deems the 
proposal to be out of scope, or he is reasonably satisfied that it is not in the public interest for the 
proposal to be approved. 

I would like to know the limits of the minister’s powers in practical terms. Hopefully the minister can explain 
that to the house in his response, or we can delve into it when we go into the Committee of the Whole House. 

But, given that the minister—who happens to be the Premier—did not even consult with this house, he just told 
everybody that the bill would be through by Thursday, I do not really have that much faith in his ability to make 
judgements in the public interest. It seems to me that a one-off payment of $350 million, without a cost–benefit 
analysis having been undertaken, will give these companies absolute carte blanche for expansion. We do not 
know what impact that expansion will have on the state—perhaps we will hear about it in the response. I would 
be surprised if we do, but I live in hope. This house will be conferring powers on the minister to make 
judgements without the scrutiny of this Parliament, and, therefore, without the scrutiny of the people of Western 
Australia, remembering that these resources belong to Western Australians. We all heard, during the mining tax 
debate, how these resources belong to Western Australians, which is true, yet these proponents—nobody else, 
just these proponents and their entities—will be excluded from that process. The minister alone will be able to 
make a decision about it, and we may not even know about it. I want to hear from the government whether its 
intention is that some sort of public statement will be issued when these deals are done. What about consultative 
measures? What provisions does this legislation contain to ensure that local governments, for example, have a 
say in proposed future expansions and projects?  

What about the environment? The Minister for Mines and Petroleum has talked about fast-tracking mining 
approvals, getting rid of red tape, and introducing a new and innovative lead agency model. In fact, with regard 
to the lead agency model, and with regard to mining proposals, my understanding is that the Department of 
Minerals and Petroleum will have the say as to whether an EPA appraisal needs to be done. It may be the 
department’s view that because the proposal area has been covered in previous EPA research, then no matter 
what is considered within the integration proposal, an appraisal does not need to be done. Yesterday, and the day 
before, when I talked to the Department of State Development, I was assured that all the normal approvals—the 
heritage approvals under the Native Title Act, and the approvals under the Environmental Protection Act—will 
go ahead. That sounds right, until we reflect on the relationship between the role of DMP as the lead agency for 
mining approvals, and the role of DMP in deciding how those approvals will proceed. So the minister might like 
to explain to me how that will work at a practical level when a proposal is brought to the minister.  

The minister might also like to explain the public interest test that will be applied to this proposal for the removal 
of some concessional royalties. We have been told about the lump sum of $350 million that will come to the 
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state for a new children’s hospital. However, there has been no regard for the impact of this proposal on the state 
as a whole. There has been no regard for the impact of this proposal on pastoral lessees in the Pilbara. During the 
debate on the Roy Hill agreement bill, we heard about how pastoralists in the Pilbara are very concerned about 
the impact of this expansion on their pastoral leases. Under an agreement act for a rail line, provision is made for 
a rail reserve that is about two kilometres wide. The pastoral lessees in the area are not given much say about 
that, other than to raise their concerns. When the final proposition is put to the state and agreed to, there is then 
what is called a snap-back to a reserve that is 100 metres wide. I am not sure whether it is this bill or the next bill 
that we will be dealing with today, but the agreement provides that the area that is to be set aside for the rail 
reserve will be snapped back to a minimum of 100 metres. We will be supporting the proposed amendment to 
change the word “minimum” to “maximum”, so that it will be a maximum of 100 metres. The pastoralists in this 
area are hoping like heck that this two-kilometre channel will not go through their pastoral leases, because that 
will make their leases unviable and will force them off their land. Pastoralists are just like any other business 
operators; if their business is not viable, they cannot stay there. The whole responsibility for looking after that 
rangeland and making sure that weeds and feral animals are kept off the land, and all the issues that surround 
rangeland care, which most of our pastoralists do very, very well for this state, will then be given to BHP Billiton 
and Rio Tinto and their entities, and will not be given even cursory scrutiny by this Parliament.  

To give members an example, I am pretty sure that Hope Downs, the owner of which is Hancock Prospecting, 
will become an entity under this legislation. I am pretty sure that is the case. Right next door to this, we have 
FMG, which we will be dealing with in the other bill that we will be debating today, and companies associated 
with the North West Iron Ore Alliance, but they will not be given the same benefits at all. Without that cursory 
look, or even without a detailed look by this Parliament, the minister will say yes. Where will that leave local 
governments? Where will that leave pastoralists in the Pilbara? I would like to hear what the minister has to say 
about that. I would also like to hear whether “public interest” is defined, or what the government’s view of 
“public interest” is. What we hear is that big projects equal “best public interest”. We do not hear anything about 
liability or anything about the future of the state. Is it public interest as it extends to Western Australians or is it 
public interest as it extends to the whole of Australia? The Leader of the House, on many occasions, has said his 
interests are for Western Australians and the whole of the state. Indeed, in a recent debate in this house about a 
possible coal venture in Margaret River he, rightly, said that it was his job to make judgements in the best 
interests of all Western Australians. I would like to know in this case if that is the main consideration. At the 
moment it appears that we get $350 million—some of the extra revenue from removing concessional royalty 
rates—but most of that goes in interest to eastern states’ jurisdictions.  

The second reading speech goes on to state — 

…include the ability, with the minister’s consent, for an integration proponent to extend its facilities 
and infrastructure to service a related entity iron ore mining project outside the state agreement areas …  

That is an interesting statement. I think it is referring, not so much to what is under the agreements, which are 
very specific about particular projects, but to mining tenements under the Mining Act. Later on in the second 
reading speech, it reads —  

At the minister’s discretion, the minister can permit the request of an integration proponent to increase 
the existing 777 square kilometre maximum area of the agreement mineral or mining lease or leases to 
1 000 square kilometres for each agreement.  

I am told that that is a modernisation process. From an international and national benchmark, 777 kilometres 
now—that is, generally speaking, under mining tenements—is actually 1 000 kilometres. It is widespread. Other 
miners have asked me to ask in this place, and rightly so: will that apply to all miners and mining tenements and 
not just those named in this agreement? That is a very important point. The second reading speech states also — 

In the case of Rio Tinto, the minister can consider alternative investments or projects in lieu of all or 
some part of that company’s remaining secondary processing obligations.  

I might get it back-to-front, but if I remember rightly it was explained to us that BHP Billiton have no further 
obligations under the agreements for downstream processing. The company has tried it. I refer to projects like 
the hot briquetted iron plant. Although it failed, unfortunately for BHP and unfortunately for the state, it was a 
fair dinkum attempt to achieve some sort of downstream processing. Rio Tinto still has a number of these types 
of projects. In recognition that there has been difficulty in achieving effective downstream processing in the 
state, this agreement looks at expanding those opportunities. The example put to me was that a calculation could 
be done of how much a briquette plant would cost, and so building a water pipeline would be equal to a 
percentage of that cost and that could be used as a credit towards the obligations under the agreements to supply 
downstream processing. This is a pretty important point because a much earlier Premier, Sir Charles Court, went 
to great lengths to maximise the benefit for the state. His approach to these agreements was to open up the north. 
The companies had to build the towns. He stopped companies from looking for these synergies. He wanted to 
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force them to invest so that they would build separate towns and separate utilities and infrastructure across the 
Pilbara, which the state would get in the end. People could see his plan. He has been recognised as one of the 
great leaders of the state, particularly in opening up this important resource for the state and, indeed, the country. 
It is just a shame that the same thought has not been applied to this opportunity. We have not heard why we are 
supposed to agree with this. We have not heard an explanation for why this will provide an overall benefit to the 
state. Apart from a few words reported in the press from time to time about Pilbara Cities, we have not heard 
how we are going to achieve that. How are we going to achieve that if we do not use levers and opportunities 
when they are presented to us, as this opportunity has been? A golden opportunity has been presented to us on a 
plate, but we as a state are squandering it. One great Premier showed us a way to maximise investment in the 
state at the time, yet the current Premier is refusing to take that lead. 

I would like to know what the government means by the following statement in the second reading speech — 

In the case of Rio Tinto, the minister can consider alternative investments or projects in lieu of all or 
some part of that company’s remaining secondary processing obligations. 

I would like to hear from the Leader of the House the government’s view on what those processing obligations 
will be, whether anything has been proposed, and how much those obligations will be worth to the state if they 
are implemented, so that we can look at what the state can expect from those obligations from a quantum 
perspective. Will they be limited to the Pilbara, or will they expand out of the Pilbara and go into the rest of the 
state; and, if so, where might that be? For example, does the $350 million for the new children’s hospital count? 
In the future, could Rio Tinto’s potential contribution to sinking the rail in the city be the sort of thing that we are 
looking at? Could that, indeed, happen? Could it be for investing in long-term infrastructure, such as the 
Australian Marine Complex, whereby we can attract future investment? Is there a possibility that the state is 
considering that? What is the government’s plan? This is very, very important, because, as I said, most people 
who look around the north west have been laughing about those provisions within the agreement act; certainly 
people in local government have. Although it was very well-intentioned, nobody suspected at the time that it 
would be an unmitigated failure, so I welcome the idea of giving it a go from a different perspective, but I would 
like to know what the government is planning in respect of these obligations. The bill also has a range of minor 
amendments that have been included to modernise and standardise definitions, terms and procedures across all 
11 state agreements, and we will go through those when we examine the bill in some detail during the 
Committee of the Whole House. 

There are also provisions to do with rail, but I will let Hon Ken Travers talk about that, because he, quite frankly, 
has his head around that in a lot more detail than I have, and is very competent in that area. 

Members will have to bear with me; I have lost my place. 

Hon Robin Chapple: I don’t blame you, Jon; it’s so big. 

Hon JON FORD: It is; it is a complex bill. It will be interesting to see how we approach it during the committee 
stage, because it is easy to get lost in the clauses. 

Hon Ken Travers: The order in which they appear in the bill does not match the order in which they appear in 
the marked-up version, which is fascinating. 

Hon Robin Chapple: That’s why I brought both with me. 

Hon JON FORD: I think in the end we will spend a lot of time debating the first clause, but we will see how 
that goes. 

In summary of the second reading speech, it refers in ambiguous terms to value to the companies, but does not 
define it. There is a suggestion that we should accept, as a consequence of this value, flow-on benefits to the 
people of Western Australia. We will see what the Minister for Mines and Petroleum has to say about that. I am 
presuming that the government has made a simple calculation of how much revenue will be generated over how 
long—a simple ledger showing how much it expects to invest in support of that revenue capacity. 

It would also be nice to hear from the government whether part of its consideration in agreeing to the Iron Ore 
Agreements Legislation Amendment Bill (No. 2) 2010 was the rehabilitation and closure of these mines. When 
looking at these mines in the north west, we can see that they are permanent fixtures. Even when they close 
down we will probably see these great structures on the ground for hundreds and perhaps thousands of years, if 
people are still here. I spoke earlier about Tom Price. When I first went up there in 1981, Mt Tom Price still 
looked like a mountain, although it had steps in it—it looked a bit like a Peruvian pyramid on one side. Now it 
does not look like anything because it is not there—there is just a whacking great big hole in the ground. From 
Radio Hill in Newman, Whaleback looks like a mountain emerging out of the desert. It looks like a new 
Krakatoa emerging out of the ocean. It is not until one flies over it that one sees the whacking great big hole next 
to it.  
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When I think about rehabilitation, it is in a practical sense, such as: what are we going to do to stabilise these 
overburden piles or tailings? What are we going to do to remove structures such as rail lines, which block natural 
flows? Who will be liable for this work? Will the company be liable? If not, is this not a lost opportunity to 
include such a requirement in this bill? I am not talking about filling up the holes. Western Australians have 
benefited from these mines. It would be unreasonable to put the liability back on the companies. We also have a 
responsibility, because we have benefited from them. Other people outside this country have also benefited from 
them in purely monetary terms, but we will be left with the liability. It seems to me that a contemporary view of 
mining operations is that, at the very least, there should not be some ongoing liability to Western Australian or, 
indeed, Australian taxpayers as a result of these tailings. Problems that can arise include the leaching of heavy 
metals, the pollution of groundwater and the need to restore normal surface flows. A bad example is Wittenoom. 
Every time there is heavy rainfall there, more asbestos is washed right across the Pilbara, down through the 
Millstream–Chichester National Park and towards Roebourne. Eventually the state will have to bite the bullet 
and pay for that. The reason it has been so slow is that the Western Australian taxpayer bears the whole liability 
for repairing that problem. When $20 million or $30 million-plus is needed to repair that, it will be a shame that 
some commitment to fix any problems was not made in the early days by the companies that exploited that 
resource. I do not make any judgement against the state government that that was not done at the time the mine 
was started because we needed the revenue, but times have moved on and, as a result of mistakes made in the 
past, we now know how problems can be transferred. Another example is the Mary Kathleen uranium mine in 
Queensland. The company spent around $26 million on the rehabilitation and stabilisation of that land, but it 
made an error. Instead of using clay to cover the tailings it used crushed rock, and now it has big problems 
further down the track with the leaching of thorium and other heavy metals, such as vanadium. At the time, it 
was given a civil engineering award for the mine with the best environmental outcome. The company went bust 
after its lease was relinquished. The total cost to rehabilitate that area—it was to be rehabilitated because of the 
nature of the tailings—was borne by the taxpayer, which is what happened with the rehabilitation of the Rum 
Jungle mine. I have been advised by the Northern Territory government that since the mine closed $100 million 
has been expended to fix the problems and that a further $100 million will have to be expended before all the 
problems are fixed. I am talking about the rehabilitation of substantive mines, mines of a much greater scale. 
What liability will Western Australian taxpayers be exposed to? I am not sure whether the government gave that 
any consideration. If it did consider it, why was it ignored and why was not something other than the 
$350 million put into the agreement? Perhaps some of the royalties from this agreement will be tucked away to 
deal with that issue. I would like the government to provide some information about its plans in that regard.  

As a result of the expansion that will be facilitated through this bill, has a calculation been done to determine 
what long-term costs and liabilities local government will have to face over the life of these mines? What costs 
will local governments cop with regards to the provision of services, roads, swimming pools, community halls, 
parks, car parks at schools and hospitals, and housing? What will be the impact on staff salaries and wages? I 
would like to know why rating exemptions have not been removed. The Premier has given a commitment to 
local governments to remove rating exemptions. I refer to a letter from the Premier to the former president of the 
Western Australian Local Government Association, Councillor Bill Mitchell. The letter was written on 16 
December 2009, and reads —  

Dear Bill 

STATE AGREEMENT ACT RATING CLAUSE STUDY.  

I am pleased to advise you that the State Agreement Act Rating Clause Study has concluded and been 
considered by Government. I thank you for your participation in this process.  

The Government will now implement a policy to exclude rates concession clauses from future State 
Agreements, and remove the clause from current State Agreements, on a case-by-case basis.  

Hon Robin Chapple: That is commendable.  

Hon JON FORD: It is. The letter continues — 

This is an important issue for the State, and I believe this proactive approach will contribute to the 
sustainability of our regions and the resources industry. 

The Department of State Development will be pleased to brief you on the future application of the 
policy. Once again, thank you for your contribution to establishing policy certainty on this important 
issue. 

Well, there is no certainty because, I will have members know, the two biggest miners argue that this should not 
apply to just them, but to everybody, and I agree. However, the biggest single chance that we have had to get the 
companies to agree or not to agree—they do not have to agree; the Parliament could agree; it would have support 
from this side of the chamber—and to give some certainty of a continuing revenue stream that will allow local 
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governments to deal with the issues that they deal with on a day-to-day basis with an ever-dwindling revenue 
base but ever-expanding liability, has been lost and completely ignored. 

It would be nice to hear from the government why the Premier has now backed away. There is nothing 
ambiguous about this; the government will now implement a policy to exclude rates concession clauses from 
future state agreements and to remove the clause from current state agreements on a case-by-case basis. Well, 
here is a case; in fact, there are 11 cases and possibly even more if we take into account other entities. The trick 
to this is: even had I not been given this letter by WALGA, I knew it was the case because we were told in the 
Department of State Development briefings that it was not a consideration and that there was some other process 
in place to deal with this. The previous Labor government spent eight years trying to get companies to agree to 
this, yet these companies come cap in hand saying that they want and need this to ensure they maintain their 
market share with their competitors in South America. These companies make a compelling case for their 
competitors having overcome our strategic market advantage; that is, although logistically closer to the market 
and it not costing us as much to deliver to those markets, the Panamax is being enlarged and bigger ships that 
carry much more ore are being built, thereby levelling the playing field. These companies argue that they must 
develop their businesses to ensure that they maintain their competitiveness. Yet there is nothing in this 
agreement act to address the simple issue of a continuous revenue stream for local governments. Even though the 
Premier has in writing committed to WALGA that the issue will be addressed now and that there will be policy 
certainty, there is not a cracker in this agreement act for local governments. 

It would be nice to know what the Nationals’ role was in developing this. Although the Nationals do not hold the 
portfolio directly involved, the leader of the Nationals happens to be the Minister for Regional Development. I 
would have thought that when this came to the cabinet table—we will not know for 30 years because the 
information will not be released—it would be interesting to see what the minutes said and what arguments were 
put up. I can tell members that the best outcome for local governments is a revenue stream independent of the 
state government, because every time there is a change in state government we come up with a different scheme. 
We came up with the regional infrastructure fund and the Nationals came up with royalties for regions. But 
councils do not want to be filling out grant applications and asking for money cap in hand, because there is no 
certainty in doing that; they cannot plan on grants commissions. But if local governments have steady revenue 
streams, they can budget for the future, borrow money against that revenue and make long-term investments on 
their own behalf. Then local governments can at least attempt to have long-term plans to deal with the ever-
encroaching stress on their resources as a result of these developments. We are talking about a very substantive 
development rush in the Pilbara that is focussed on a small area of coastline. The Pilbara is quite expansive 
inland, but the development rush is focussed like a funnel from Cape Preston up to Port Hedland. There are not 
that many local governments in the Pilbara; there are the Shires of East Pilbara, Roebourne and Ashburton and 
the Town of Port Hedland. I have always described the Shire of Ashburton as the basket case of local 
governments because it has the smallest revenue earning capacity and probably suffers some of the biggest 
impacts on its revenue stream and projects, especially due to what is happening in Onslow now. Therefore, the 
Shire of Ashburton is reliant on the state government. Local governments are not asking for much, just some 
kind of revenue stream.  

In a conversation I had today with Troy Pickard, he told me he was invited to a meeting in his representative role 
as president of the Western Australian Local Government Association to have discussions with companies, local 
governments and state agencies to talk specifically about the removal of rating exemptions. Big companies were 
also present at the meeting. Troy Pickard said that the companies were absolutely feral. I am not quite sure if 
Mr Pickard used the word “feral”, but it was a word to that effect. The companies said it would be the end of 
their businesses and that they would all go broke if the state agreement amendments were allowed to happen. 
Mr Pickard does not have much faith in any future state agreements or the consequences of negotiations or 
committees resolving this issue in the near or distant future or ever. I agree with Mr Pickard.  

As I said, I remember having this discussion with Hon Clive Brown when he was the Minister for State 
Development and we started opening the discussions about removing those rating concessions. I can remember 
Hon Clive Brown copping it in the neck at a meeting at Hearson’s Cove in the Pilbara. Although we were 
ostensibly there to talk about the impact of development on the rock art, Hon Clive Brown copped a bagging for 
local government’s inability to rate the companies sufficiently to deal with the impacts of development on local 
communities and infrastructure. That never waned. The then member for Pilbara, Larry Graham, also gave it to 
the then government. I got my fair share of bagging from local governments in the Mining and Pastoral Region. 
The Pilbara Regional Council always made a big point about that. Barry Haase, the federal member for Durack, 
then the member for Kalgoorlie, made the same point. The Pilbara is part of the Leader of the House’s region 
and here we have the biggest chance that we have ever been presented with to deal with this issue. Even after the 
Premier has given a written commitment to local government that the rates exemptions will be removed and 
dealt with in future and current agreement acts on a case-by-case basis, nothing in these agreement bills 
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addresses that important issue for local government, which is a crying shame. We have just ignored local 
government because we will get $350 million for a new children’s hospital. I will again put that in context. The 
quote to build the desalination plant in the Pilbara is $375 million. That will not be the last water solution that 
will be required in the Pilbara. In fact, that is an extraordinary amount of money and is an example of the cost 
differential between building something in Perth compared with building the same thing in the Pilbara. That is an 
even greater reason for local government to be given a bigger slice. They are not asking for much. The headline 
of an article in The West Australian on Tuesday, 30 November 2010 is “Miners make $276 m profit every day”. 
That is a straight-out line, but it puts the amount of money we are talking about into context. The two biggest 
iron ore miners in the state will give the government $350 million to get a huge commercial advantage. I am not 
saying it is wrong to do that because we want them to maintain a competitive edge over their South American 
and other competitors. However, we should be maximising the benefit for the state. Certainly, the miners should 
help benefit the local governments that will be most impacted on by this. Unfortunately, the impact of these 
developments is not restricted to those four local governments; it is shared right across the state. I have talked 
about the amount of traffic that travels along the freeway to and from Mandurah. It was not a great decision to 
make Mandurah Road a two-lane road. It should have had at least three or four lanes, but when it was designed 
and built, no-one expected it to carry the volume of traffic that it carries today. At least the Perth–Mandurah 
railway goes up and down Mandurah Road, but that takes only so much pressure off the road. The article in The 
West Australian states — 

Australian miners made $276 million a day profit for the past three months, new figures show, but it 
was not enough to stop a nationwide slowdown in the economy, hit by higher interest rates … 

That is another point. Local governments, like every other business, are having trouble raising revenue. I do not 
know whether any members have tried to get a mortgage recently, but it is pretty tough to get one. It does not 
matter what recurrent expenditure one has, it is hard to get a loan from the banks today compared with getting a 
loan three or four years ago. There is even more pressure on local governments to boost their recurrent revenue 
to demonstrate to the banks that they can afford to pay back their loans. Local governments cannot expect to get 
a loan just by telling the bank that they will apply for $40 million in grants from the royalties for regions scheme 
because there is no guarantee that the local governments will receive that funding. We know that the royalties for 
regions funding does not have to be spent on what the local governments asked the grant for. There is some 
flexibility with the grants, but the banks are not going to give local governments money on that basis. There was 
a big opportunity, which has gone begging, to give local governments in the Pilbara the opportunity to get some 
recurrent revenue. While the rest of the country receives a benefit, local governments get a liability, as their 
revenue is subject to grants.  

The article continues — 

As Reserve Bank governor Glenn Stevens suggested Australians needed to save more and spend less, 
the Australian Bureau of Statistics found the mining sector’s gross profits through the three months to 
September rose 1.8 per cent to a total of $25.4 billion. 

The state is getting a $350 million one-off payment and some extra revenue by removing the concessional rate, 
which is going to the other side of the country. The article continues — 

The strong profits are flowing through to workers with wages in the mining sector up $4.4 billion while 
wages across WA rose 3.6 per cent through the quarter.  

That is great news, but it puts pressure on Perth, not on the Pilbara, because the workers are not spending their 
money in the north west; they are spending their money in Perth, Queensland, Victoria, South Australia and New 
South Wales. If we believe FMG—I have not had time to verify these claims, but, on the face of it, they look 
very good—its workforce is housed in Port Hedland. Local government receives the rating revenue from houses 
that are bought as land is released, but that pales into insignificance compared with the impact of the problems 
caused by the huge expansion around that town. There used to be a big gap between north and south Hedland; in 
fact, the area used to be called Port Hedland and South Hedland. There are issues with dust, and with recreation 
facilities. As the workforce expands, local governments have to accommodate local residents. The infrastructure 
in the Pilbara is ageing; there is demand for expanded facilities; and there are more fishing boats, so there is 
more demand for facilities and buildings for volunteer organisations and clubs. All those sorts of things are seen 
by ratepayers in the north west as necessities, and they see their local governments as benevolent organisations. 
As the township expands, there is an expectation on local governments to help out these clubs by granting 
exemptions on the rating of the land or by giving donations and grants, just as they receive benefits from state 
and commonwealth schemes.  

The article goes on to say — 
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But the strong performance of the mining sector masked signs that the rest of the business sector is 
faltering.  

That will give members an idea of the stress that businesses are suffering as a result of the GFC, but companies 
in the Pilbara are under particular stress and are facing rises in utility costs—power and water—and rental 
increases and wages costs. Yet the government saw fit—even though it gave a commitment to local 
governments—to ignore the opportunity to give local governments the ability to effectively rate businesses in 
those areas, while still wearing all the associated liabilities, including recurrent liabilities. I argue that funding 
from schemes such as royalties for regions and the national infrastructure fund all assist local governments, but 
there are no guarantees with those, and they cannot go to the bank and say, “I want more money.” Therefore, it is 
all good news for the mining sector. It is good news for Australia because if it was not for this state, the country 
would be in big, big trouble. It is great news for the state government and continuing bad news, for local 
government.  

That raises the issue of cynicism within our democracy. We got a letter from the Premier that tells us the 
government will commit to remove those exemptions for rating, yet when the first major opportunity to achieve 
that comes in the form of this legislation, which amends 11 agreement acts in the Pilbara—where the issue has 
always been raised, to where the Premier’s comments were targeted and where WALGA was pursuing the matter 
in the interests of four local governments—it is ignored. It is a step back from the letter. Therefore, I can 
understand WALGA’s disappointment about that because it had appeared to be an ironclad commitment by the 
Premier to Western Australians through local government. 

I want to know what the government’s view is on the competitive aspects of the Iron Ore Agreements 
Legislation Amendment Bill (No. 2) 2010; namely, will it stand up to scrutiny by anticompetitive regulators 
domestically and internationally? Internationally, the examination of the proposed merger was largely rejected 
on an anticompetitive basis, especially from the customers’ perspective, because they saw that the efficiencies 
that could be gained from the merger would not result in cheaper ore; in fact, the companies could use their 
supply power to bolster the price of ore internationally. That is desirable; we do not want to give away our ore 
cheaply and again we want to maximise the advantage for the state, the country and the Australian taxpayer. 
However, is there not a risk? I do not know whether there is a risk but it seems to me that what this legislation 
will do contains an arguable risk associated with anticompetitiveness. It was explained to me yesterday that the 
legislation is not anticompetitive because it looks to exploit efficiencies—that is, synergies, synergisation or 
whatever they came up with—within existing infrastructure and existing excess capacity that could be utilised. 
The example given to me was Yandicoogina, where the same ore body is exploited by both Rio Tinto and BHP 
Billiton. Therefore, the government says we cannot argue that it is anticompetitive because two companies are 
exploiting the same ore body and there is no real need to have two power stations, two water plants, 
two worksites, two workshops and all the rest of it, and that the legislation will simply make the operation more 
efficient and lower the costs. That sounds fair enough, but the argument has been put to me that the legislation is 
anticompetitive for parties that are external to the deal because they do not get access to those rights—they do 
not have the same advantage given to them. Even though it has been dealt with by this state under its sovereign 
powers and the amendments to these agreements, I would like to know whether the government has a view on 
any argument that it is anti-competitive. What are our defences against this argument should this bill be passed in 
this house today? It seems very important from an international perspective, particularly with a rapidly growing 
market in China, which at least publicly takes its responsibilities to anti-competitive behaviour, especially at a 
domestic level, very seriously. Will China point the finger at us and ask why we are doing this? In turn, will 
there be a risk to our overseas markets because of this move? Domestically, does the government have plans to 
expand these opportunities to other companies in the future? If there is a risk, it seems to me that it is fairly low.  

The oil and gas industry has been sharing resources across facilities for a long time. For example, there might be 
four or five different company facilities providing helicopter flights. The furthest one out seems to be the 
sponsor of the helicopter. It is very expensive. In my day it cost about $30 000 an hour. People would ring up in 
the morning and ask whether there were two seats on the helicopter, and the seats would be sold to them as part 
of a pre-negotiated deal. Although that very expensive asset was hired by a third party, it was shared by all those 
people who used that facility on that given day. That was the same for supply vessels, supply bases and ports. As 
I said before, these synergies have been excluded from agreement acts for good reason—to assist and develop 
the state. Now we seem to be partly removing them. Is there an exposure to that argument? I suppose it gets back 
to the power of the minister and how that power is exercised and the transparency of that process. We can deal 
with those anticompetitive arguments if there is some sort of statement when a decision is made.  

We heard about public interest tests in the second reading speech. What processes occurred and what decisions 
did the minister make from an administrative law perspective that led to that decision? I have asked this question 
before but is there an expectation that when these decisions are reached, there will be some sort of statement that 
is open to public scrutiny that allows everybody—customers of the state, these companies and other industries 



Extract from Hansard 
[COUNCIL - Thursday, 2 December 2010] 

 p9753b-9774a 
Hon Jon Ford; Hon Robin Chapple 

 [13] 

within the state—to see why those decisions were made and give them the ability to ask the questions that they 
see fit to ask at the time? The other aspect that it seems to me would offset those claims of anticompetitiveness is 
a consultative process on the capacity that local governments, other industry players and customers have prior to 
the minister exercising his or her power granted under these amendments, and how that aspect will be addressed 
in the practical processes of this bill. Concerns have been raised with me by industry, by local government, by 
pastoralists and by tourism operators, to name a few. Their concerns are about the pre-exercise of power by the 
minister; how they will be notified that an application for a decision has been made and what the processes are 
for that; whether they will have input; whether they will just have to rely on the government to seek their input 
privately or whether there will be a public expression calling for that consultation; and then, at the other end of 
an application, why a decision has been particularly made. That would simply deal with those claims of 
anticompetitive behaviour. Of course, I would add that it does not need to be in the bill; a government policy 
could deal with it. It would have been helpful if it had been in the bill. Certainly, a letter from the Premier might 
not be worth the paper it is printed on, but a piece of paper that turns a bill into a statute in this state is actually 
worth the paper it is printed on, and much more. 

As I said before at the start of the debate, this has been a bill of lost opportunities for Western Australians in 
particular, and, again, for local content and local participation. As I said, the article in The West Australian 
referred to miners making a $276 million profit every day across the country, yet we can go to Kwinana and see 
empty workshops. Indeed, simple facilities and structures are coming from overseas. One example given to me 
yesterday is of a company that tried to tell me that China is the only place to buy the high-grade steel needed to 
build rail lines. That is not true, although it is an argument that is presented. Western Australia does not have 
steel mills, but there are steel mills in the country. It seems to me that the simple supply of steel for a rail line is 
as basic as it gets and the easiest thing to achieve for local content. It is also recurrent, as rail lines have to be 
replaced, especially when existing ones are moving up to capacity.  

The argument was put to me yesterday by one of these companies we spoke to that it espouses local 
employment, high levels of Indigenous employment and a commitment to local government, but it let the whole 
thing down by saying, “Except for the rail steel, because the only place you can get that is in China.” I know for 
a fact that rail steel can be sourced in a number of places in the world, including Australia; Port Kembla is one of 
those areas. I can think of a place in Japan, although I am not too keen on it. However, I know that very high 
quality steel, which is a much higher grade than is needed for rail, can be bought from Japan. That company’s 
argument is that we have to get it from China. I know why companies are buying from China. I will not go into 
that, but people should not say that they have a commitment to local content and in the same breath say that is 
not the case. However, unfortunately, the provisions in this particular bill are not like those in the Railway (Roy 
Hill Infrastructure Pty Ltd) Agreement Bill 2010, which has a modernisation of local content provisions and 
statements and a requirement for a community development plan. I do not intend to go into that in the same 
detail I went into it on that bill. It contains a 1965 statement about local content. The example I am going to use 
is in the Iron Ore (Hamersley Range) Agreement Act 1963. It is an agreement with a consolidated company and 
this bill incorporates proposed variations to that agreement. This is a marked-up agreement, so it shows where 
the amendments are in relation to the agreements, what has been deleted and what has been added. But this bill 
maintains the same statement. It is titled “Use of local labour and materials.” and reads — 

(i) so far as reasonably and economically practicable use labour materials plant equipment and 
supplies available within the said state where it is not prejudicial to the interests of the 
Company so to do;  

I can tell members that companies will always argue that if it costs more, it is prejudicial to their interests. The 
example I was given yesterday is a great example of that. It was an example of the simple supply of rail. The 
only thing that has to be done with it is to lay it on the ballast on the sleepers, connect it and run a grinder across 
the top for the surface treatment. Yet the argument goes, “We have this whiz-bang braking system; it loads up 
the track and the only place we can get that steel is from China.” I can tell members that if they write a 
specification for the steel they want and present it to any mill in Australia or anywhere else, the mill will 
manufacture it. That is a false argument. It is a good example of an opportunity for recurrent expenditure 
because rail wears out; it is ground away, so it can provide consistent revenue. It is bread-and-butter work for 
mills and has the potential to supply Australians, including those on the other side of the country, with work long 
into the future. They are jobs that require a high level of skill but not a high level of qualification. It is about 
spreading the wealth that can be gained from these projects through all levels of society. Many of these 
companies import their technology so that at the high academic end the development and work is done overseas. 
We are not building the capacity the state needs.  

I refer back to the Premier who was quoted today, 2 December, on Perthnow under the heading “Oil and gas 
giants warned on local content”. Guess who? It reads — 
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WEST Australian Premier Colin Barnett has warned the oil and gas giants to “work harder” to raise 
local content in projects.  

Complaints are growing in the west from businesses and unions that they are being sidelined from the 
bonanza. 

Mr Barnett said he would not regulate to force the hand of giants like Chevron, which was building the 
massive Gorgon LNG project on Barrow Island, — 

Hon Ljiljanna Ravlich: Why not? 

Hon JON FORD: That is right; he is not even using it as a lever! 

The report continues — 

but he expected them to do more. 

Well, I can see them jumping through hoops to do that! The report continues — 

“There is no doubt that we have slipped,” Mr Barnett said. 

Here he is, talking about another part of the resource sector, saying that the companies are slipping and they need 
to do more. He is not going to make them do more, but they have to do more to increase local content and 
include more local businesses.  

He could do lots of things. He could be proactive through the state department to try to build relationships, 
without forcing their hands, between project proponents and Western Australian companies. He could be 
assisting proponents to examine their capacity for local content, and saying to project proponents, “We want you 
to break up your project into components that are compatible with the capacities of Western Australian 
companies to assist them to compete.” He could do that, but he is not. His idea of assisting local industry is to get 
up and wag his finger at proponents and say, “You have to do better.” But how effective is that wagging of the 
finger if, in relation to another part of the resource sector, we are about to amend 11 agreement acts that are 
relevant to the biggest part of the economy, where the money is? Nothing in the Iron Ore Agreements 
Legislation Amendment Bill (No. 2) 2010 will do anything to ensure that there is security of local content—not a 
cracker—and yet a 1963 statement on the use of local labour and materials will remain in the act —  

so far as reasonably and economically practicable use labour materials plant equipment and supplies 
available within the said state where it is not prejudicial to the interests of the Company so to do; 

At the very least, the statement from the rail infrastructure act that calls for a plan to demonstrate what a 
company will be doing to engage local content could have been whacked in there; and, at the very least, the 
requirement for a community development plan could have been incorporated in the bill.  

The last part of the second reading speech referred to using the bill to update some technical issues, and there has 
been debate around the minister’s ability, upon a request from a company, to grant the expansion of a mining 
tenement from 777 square kilometres to 1 000 square kilometres, which will give the company an advantage. But 
we are not willing to support our industry in any real or meaningful way; we will be allowing a statement from 
1963 to remain within the act. Nothing in this bill covers the provision of Indigenous employment and training, 
about which other members will make contributions.  

I have with me an updated chart of the estimates of tonnage of steel fabricated offshore versus tonnage fabricated 
in WA. In 2005–06, which is not that long ago, the total tonnage of steel—this is just the base component for 
these projects—fabricated in Western Australia was 92 per cent. In 2006-07, 29 per cent was fabricated in 
Western Australia; there was obviously a lull in projects. In 2007–08, 75 per cent was fabricated in Western 
Australia; in 2008–09, 16 per cent was fabricated in Western Australia; and now, in 2010, only eight per cent is 
being fabricated in Western Australia. 

Hon Ljiljanna Ravlich: It is disgraceful! 

Hon JON FORD: Yes, it is disgraceful. I bet members that this high-grade steel that this company has talked 
about, which will be converted into rail line and which we will buy back at a premium, actually originated in the 
Pilbara. Yet we are not willing to give that work to Western Australians and Australians. The Premier has the 
gall to wag his finger at the oil and gas sector and say that they have to do better. The report from Perthnow goes 
on to quote the Premier as saying — 

“They’ve got to work harder to make sure that more of the work goes to local firms”.  

As I have said, the eight per cent of the work that Western Australia is now getting is just with regard to steel. It 
is not with regard to local manufacturing industries. It is not with regard to rotating equipment. It is not with 
regard to engines or pumps. What we need to do in this state is think beyond the quarry. The Premier does not 
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see a need to push—I mean, really push, by using levers in this Parliament—the companies into investing some 
of the money that we are getting from these projects into building the capacity of the department to assist 
businesses to gain that work. The Premier would rather just wag his finger at the big end—at the mining sector. 
Why should the oil and gas sector do what the Premier wants it to do and say, “Yes, you’re absolutely right”, 
when the mining sector has ignored him?  

This government has no plan beyond the next financial year and the forecasts. If the government had a plan to 
invest this money to build the capacity of our companies so that they could get into the international supply 
chain, they would then be driven to look to the future when the iron ore will run out. We talked earlier about how 
quickly this ore is being exploited and pushed out of the state. Companies in this state need to have the capacity 
to build engines for the ore trucks, because iron ore will be found somewhere else in this country, and 
somewhere else in the world, and to build locomotives and rolling stock for the rail. It is interesting that for the 
last rail that we built in this state, the rolling stock was manufactured, as I understand it and was advised, in 
Queensland. Why we are not developing the capacity of this state to build rolling stock is beyond me. This state 
has the longest privately owned rail lines in the world. Why we need to import rolling stock is beyond me. It is 
simple bread-and-butter fabrication. They are just large boxes with wheels on them. We should be building that 
rolling stock and exporting it. That has the capacity to earn us millions and millions of dollars outside the 
resource sector. 

It is also beyond me why we need to import buoys and channel markers from South Africa. Why can they not be 
manufactured here? If we ever get an outer harbour at Port Hedland, it will be interesting to see what is actually 
manufactured in this state. We are not talking about complicated stuff. We are talking about very simple bread-
and-butter manufacturing. It is important because it allows the company to build and maintain capacity so that it 
can look to expand its capacity and range of work, and build joint ventures to get involved in more complex 
building; that is, building screen houses, building vessels and building tube bundles. It can get involved in a 
broader range of industries, from oil and gas—which is very complex, ranging from high-tech spectronics to 
controls for gas turbine engines and power generation into process control—into other industries such as aviation 
and defence. We have the potential to build those capacities within the state. Those things have the ability to 
hedge the state against rises and falls in commodities; not just running out of ore in the long term. The 
government has taken some steps—certainly the Minister for Mines and Petroleum has—to invest money to 
attract exploration to find more mineralogy to exploit. In turn, that has the potential to create more job 
opportunities and more manufacturing. Manufacturing is not just about building boxcars, rail lines, 
screen houses, concentrators, electric motors and diesel engines; it is also about building high-tech electronics 
and replacement cards for the industry, such as Rollags, switchgear—electrical equipment. All those things are 
commonly used on a range of domestic utilities across the world. There are huge opportunities for this state to 
use this money to build capacity. Local content and local participation is not an insignificant issue; it is about the 
future of this state. We get two things: a 1964 clause that remains unchanged and a Western Australian Premier 
wagging his finger at the oil and gas sector saying, “You’ve got to do more.” The Premier said —  

“They’ve got to work harder to make sure that more of the work goes to local firms.” 

He then qualified his statement right at the end. The article goes on — 

But Mr Barnett said big benefits were being achieved despite the slippage and should not be 
underestimated, with the Gorgon project alone already distributing $9 billion in work to Australian 
firms, mainly in WA. “There’s been about 1300 trucks leave Perth taking materials and equipment; 
there’s about 85 boats and ships of various descriptions around Barrow,” … 

This is a Premier whose department tells me it did not do any cost-benefit analysis as to the effect of these 
amendments on these agreement acts. I would like to know where the Premier got these figures from. They do 
not stack up in regards to figures from other industry players. The Premier should go to the Kwinana strip and 
talk to the companies—it is not that far from his electorate, just a little south—to see how they are feeling the 
pinch. Yes, the commonwealth could do more. I spent a fair bit of time advocating the federal government about 
the importance of local content, but its focus is on the eastern states. We know it is and we know it will continue 
to be so. These are levers and opportunities. These sorts of agreements allow us to build that capacity ourselves. 
If we do not do it ourselves, nobody else will. If we use these opportunities to build the capacity for jobs, people 
will be attracted to jobs that are not reliant on the resource sector. One of the problems with the expansion of the 
resource sector in the boom is that other skills were lost to that sector. The planning development area is a good 
example. In the last boom, the Department of Planning lost planners hand over fist to the resource sector because 
it could not compete. Of course, that had a double-whammy effect on the state. It was being asked to fast-track 
developments and land releases, yet it was losing the capacity to deal with the work, make good decisions and 
conduct good examinations because the companies putting the demands on the state were pinching the skills. 
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Again, an opportunity was presented to the state in these negotiations. I am not talking about just any two 
companies; these are the two big players in the Pilbara. There are 11 agreement acts, and there is potential to 
reach far outside those agreement acts, because there are locked-up assets within those mining tenements that 
can now be exploited, without the need for an agreement act, just on a decision of the minister with due regard to 
the public interest, even though we do not know what that public interest test is. 

Just as local governments are disappointed that the Premier wrote them a letter in which he gave them a 
commitment to remove uncertainty about the policy to give them ongoing recurrent revenue, I am disappointed 
that the Premier, in his role as Minister for State Development, has not grabbed the opportunity to build the 
capacity of the state. Some time ago I read an article by Paul Murray in The West Australian that I agreed with. It 
has been a long time since I read an article by Paul Murray that I agreed with. He talked about a future fund and 
about investing in the future of Western Australia. There is a problem with a future fund because, instead of 
banking the money, governments can decide to invest a bit of it here, spend a bit of it there and, because the 
budget is a bit tight in a certain area, chuck some money into that area. The real capacity building is in building 
the capacity of the state to compete across a whole range of industries, including the training sector—as I said 
earlier, other members will talk about that—and in building the capacity of local Western Australian firms to 
compete for work and to innovate and invent products, as long as they have the base work to keep them going to 
allow them to get into the international supply chain. 

I used Queensland in a previous speech as a good example because it was able to attract Boeing. It hired people 
whom it called industry interpreters. Those people felt comfortable walking on the floor of a stock exchange 
anywhere in the world and they were paid accordingly; they were paid industry rates. Their job was to invest in 
the public service to give public servants the skills to attract businesses. When they talked to Boeing and tried to 
attract that company to the state, these interpreters took senior public servants with them to show them how it 
was done so that they could do it in the future. That is the sort of leadership that the Minister for State 
Development should be showing. We have talked about it for years and years. Previous governments, including 
my government, struggled to see the opportunity to do that. We walk away from these opportunities. Here we 
have today, before this house, with a huge opportunity to achieve that capacity and to use the pressures that the 
companies face to get them to concede important things to the state. That is what I mean by a lever. When these 
companies tell people such as Troy Pickard, in his capacity as president of the Western Australian Local 
Government Association, that rating for local governments will be the end of them, they are really saying that 
they will have to explain to their shareholders that they failed to increase profits to a certain level because they 
had to concede something to the people of Western Australia. They are not going to go out of business.  

BHP Billiton tried to change the subject when we were talking about this; I do not know whether it was 
deliberate, but when the previous government talked to BHP about local content, BHP raised the issue of being 
told by American investors that they would pull their money. It claimed that talk about the mining tax resulted in 
losing all that investment. However, when we pointed out that it did not affect BHP’s bottom line and that, in 
fact, all indications were that it was going gang busters, we got a typical cough and shuffle and the subject was 
changed. Unchallenged statements were made in the local media that miners in Australia were making a 
$260 million profit every day. That is the sort of opportunity that this state will lose if it passes this bill. I am not 
silly; I know the numbers in this house. There will be no revenue for local government, no expansion of building 
capacity, no expansion of employment and training capacity, no guarantees, no Pilbara integrated grid, and no 
cost–benefit analysis. We do not know what this will give to the state, yet we are being told that we have to pass 
this bill to amend 11 of the most significant state agreement acts—the money hub of this country. The 
government is telling us that we have to pass this bill today, without having even told us last week that this 
would be the case. The Premier snuck the bill into Parliament, reneged on a written commitment to local 
government, and wagged his finger at the oil and gas resources sector, telling it that it had to do better, yet he has 
personally made no effort at all. 

What about Indigenous participation? If I remember correctly, the Railway (Roy Hill Infrastructure Pty Ltd) 
Agreement Bill 2010 contained references, albeit oblique, to a community development plan. I believe CITIC 
Pacific Mining, a relatively minor player compared with BHP Billiton and Rio Tinto, made a commitment of 
$600 million towards Indigenous health. What is being provided by this bill? A one-off amount of $350 million 
and some revenue for New South Wales and Tasmania. We know that all these people are in crisis. In the Leader 
of the House’s own region are thousands of Aboriginal people who live in absolute poverty, yet we are relying 
on companies to develop the capacity to employ those people and to supply them with training opportunities. 
Fortescue Metals Group Ltd yesterday gave me a great example of a program that it is running. I wish it the best 
of luck. It seems to be having good results. It seems to me that there was an opportunity to duplicate that 
commitment in this agreement. If we had carried out some analysis of that scheme and it was found to be 
delivering what FMG claims it is delivering, why would we not put it in here? We know that it can work. Hon 
Clive Brown put the squeeze on Rio in the form of Argyle Diamonds to ensure a couple of things: first, that the 
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workforce was transformed from being a Perth-based workforce to a regional-based workforce; and, second, that 
there was significant employment and training for Indigenous people, equal to their representation in that 
community; so around 50 per cent. To its credit, Rio Tinto, through Argyle Diamonds, has achieved amazing 
things. But that did not occur without a push from the state government. There were flow-ons because this 
embarrassed other companies like BHP, which all of a sudden started saying that it should be targeting regional 
employment for Indigenous people at the same level at which they are represented in the community, which 
in the Pilbara is around 10 to 13 per cent. Yet there is nothing in this bill that even refers to that. Back in 1963, 
Aboriginal people were not even allowed in Tom Price. That was the bottom line. In fact, when I first went there 
in 1981, Aboriginal people were not allowed in the town unless they had a job in town, which was 
highly unlikely. I cannot ever remember seeing an Aboriginal person in Tom Price in the years that I was 
there between 1981 and 1983. They were pretty shocking times for Aboriginal people because some pretty bad 
things happened. Here we are in 2010 with a bill that modernises 11 agreement acts and this is not even 
mentioned.  

I was at a forum the other day and Barry Taylor was there. He is well known to many people in this area. He is a 
quite successful businessperson in his own right in the mining sector. He has been given opportunities by BHP. 
His company employs a lot of Indigenous people. He is so frustrated with seeing so much of the boom passing 
his door that he has demanded that I and other people in this area change Labor Party policies to legislate to 
guarantee participation by Indigenous people on their land. It is not a happy life. When native title was first 
granted, it was seen by Indigenous people, and rightfully so, to have the potential to deliver real outcomes. If 
someone has land tenure, somebody has to pay if he wants to use that land. That seems to be the sense of it. 
What we now see from the Premier and his government is that he wants to ride roughshod over Indigenous land 
rights by, in the case of James Price Point, compulsorily acquiring the land to favour the project proponent over 
the rights of those people. Here was an opportunity for him to at least offset that atrocity. Here was an 
opportunity for him to put something in the agreement that referred to maximising Indigenous employment. He 
could have put in a tokenistic measure that read that, as far as is reasonably and economically practicable, the 
companies should use Indigenous labour within the said state where it is not prejudicial to the interests of those 
companies to do so. That is what he has allowed to remain in the bill in ensuring local content for Western 
Australians. He has totally ignored Indigenous Western Australians. The Premier sees Indigenous people and 
their land rights as an impediment to the development of this state. I heard Wayne Bergman say that he loves it 
when Australians talk about “our Aboriginal culture”. That is a great statement of reconciliation. He has ignored 
what we in this country have done for so long to Aboriginal people. He is being a Mandela by saying that the 
way to move forward is to offer Aboriginal culture as our culture and to say that Indigenous people see 
themselves as Australians—my culture is your culture, your culture is my culture. Yet again the highest level of 
authority in this state is asking us to consider an agreement that totally ignores the plight of Aboriginal people 
even though we have had an opportunity to provide them with a guaranteed investment. I put that in context by 
referring to a one-off payment of $350 million for a hospital and a company, which is not affected by this 
agreement, offering more than $600 million for Indigenous health programs. Why should that company be 
showing the state the way forward?  

I turn to a lack of commitment to maximise water efficiencies. The member for North West, Vince Catania, has 
been quoted in the local media asking why a certain company is using potable water to dust-proof its iron ore. I 
know why and I know why he does not know. He is a Leederville man; he has nothing to do with the North 
West. The argument is that these industries use a lot of water—an unimaginable amount of water. It is hard to 
comprehend how much water people are talking about when they refer to megalitres. I remember sitting at a 
process meeting and asking the process engineers to refer to milk cartons instead of terajoules so that we could 
visualise in our minds exactly the amount they were talking about. I am referring to an enormous amount of 
water. During the drafting of this agreement act, the government had an opportunity to ask how it could improve 
water efficiency. It had an opportunity to ask what it could do to help meet future potable water demands for the 
citizens of this state and in an area that it is exploiting. There is nothing in this agreement that deals with that. I 
have referred to rehabilitation and protecting the aquifers. Yesterday I talked to representatives from the 
companies about how much water they produced. I have already talked about how that occurs. They referred to 
piping it to a dam or to the coast to feed the community. We asked how they would protect the aquifers and how 
they would go about reinjection. Fortescue Metals talked about this issue, but Rio Tinto and BHP Billiton totally 
ignored it. It is not an issue for them because, under these agreement acts, their job is to produce iron ore. Why 
has the state not put in at the very least some guidelines about how they can maximise water efficiencies? 
Nothing in these proposed amendments seeks to address that very big issue—not a cracker. It is another 
opportunity lost. These are ideas that I bring to the house’s attention after just a few days of consideration under 
fair pressure. Members look at the IGA bag I have with me as a whole marked-up content. The funny thing about 
these papers is that although the pile looks big—Hon Robin Chapple showed us a pile of documents about 
3.5 inches high—after flicking through them a few times, the pile appears to have grown exponentially and is 
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now about 12 inches high. However, I have not even started on the other pile; I am on about page 4. These 
serious issues in my area—brought to my attention by various people, other companies, local governments and 
everyday “Joe Blows”, who are all significant people in the community—have not been addressed. None of us 
has the same capacity as the government to examine these issues.  

We know that we can look back at mistakes, and I use Wittenoom as an example. We know there are issues. We 
can point to examples in which mistakes were made and say, “Ah, ha!” These agreements were made, some of 
them back in the very early 1960s—the one I am quoting is from 1963—and yet in 2010, given the opportunity 
to amend the whole lot, we ignore the opportunity to modernise and bring them up to a contemporary level. 
Fishing in the Karratha region is another such example. We built what was originally an iron ore port and a salt 
plant, which was followed by the development of the North West Shelf and which brought thousands of well-
paid people into the region, and we did not anticipate that all those people would buy a boat. Most of them 
bought a boat and there has been a huge impact on that area. We know that those pressures are going to grow. 
The government talks again about Pilbara Cities. However, we do not hear a lot about water or power generation. 
Talk about a lost opportunity. We could have talked about an integrated supply and, if we had, we could have 
talked about integrating into a Pilbara-wide grid in which existing capacity feeds into the grid to ensure 
continuity of supply for the people of Western Australia, particularly the people in that area, but we did not. We 
have not done that. We have totally ignored all those mistakes from history. As I said earlier in my contribution 
to the second reading debate, it is not as if we have not had time to do it. We have had two years. The company 
tells me that the discussion has been going on for two years. We know that previous governments—including the 
government I served in—discussed local government rates for well over eight years or 10 years, yet we ignore all 
those lessons from the past. We see the pressures on our pastoralists in that neck of the woods. Back in 1981, 
when I first went north, it was not an issue, because all we had were a couple of mines, when compared with 
now. We had Pannawonica, Paraburdoo, Tom Price, Newman, Goldsworthy and Shay Gap and lots of pastoral 
leases. In those days, local governments looked after only the roads because all the towns were the responsibility 
of those companies, but that has changed and developed over time. We ignore the first opportunity we have to 
deal with all those pressures—I am talking particularly about pastoral lessees—because we know that there are 
issues with controlling weeds and feral animals and that there are environmental impacts from this expansion. 
We know we have people on the land, looking after it and looking at these issues, who are able to record for us 
the impact of these projects, and yet we ignore those people. These negotiations could have been an opportunity 
to look at rangeland management. We could have put more responsibility on those companies to look after that 
land, but we have taken a development-at-any-cost approach without due regard to cost–benefit analysis, 
capacity building within the state, utility expansion, or even dreams, such as Pilbara Cities.  

What about the role of Parliament in these particular agreements? It appears that there is no need for Parliament 
in the future regarding scrutinising.  

Hon Robin Chapple interjected.  

Hon JON FORD: Hon Robin Chapple might laugh.  

Hon Robin Chapple: I am with the member all the way.  

Hon JON FORD: All we can do once this is agreed to is hope that the executive, one arm of government, does 
the right thing, and that its definition of public benefit equates to the expectations of the state and the people of 
Western Australia. However, nothing in this agreement allows for scrutiny. Even if we have our arms tied behind 
our backs and we cannot move amendments, we can at least raise the issues, as we are doing now, so that those 
issues can become areas of conjecture and debate within our community. It gives a forum for the matters and 
concerns I have raised today to be brought up and debated in this chamber in a good time period.  

I had a good old whinge at the start about the time frame that the Parliament has been given to debate these bills. 
It is an absolute disgrace that such a complex piece of legislation, which should have at least taken six months to 
pass through the Parliament and should have automatically been looked at by a committee, has been given so 
little time. I know that I will not be able to pick up, read or discuss all these issues. Some of the concerns I have 
raised might not be founded in any real basis at all, but I have no other way of dealing with it than through this 
chamber. What will happen in the future? How can these concerns be raised? Who quizzes the government? I 
have talked about consultation, what can happen in the future and how things are reported on. I look forward to 
listening to the government’s response.  

There has been no cost–benefit analysis. Members can bet their bottom dollar that Parliament will not scrutinise 
anything to do with these companies or any of these agreement bills in the future. I want to examine the limits 
and extent of the powers conveyed to the minister and how that could possibly change in the future. A minister’s 
power is connected to the legislation that the Governor allocates to the minister. What if that changes in the 
future? What if the Minister for Mines and Petroleum is also the Minister for Environment as well as the 
Minister for Indigenous Affairs? That gives members an idea of how important an instrument Parliament is for 
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the people of Western Australia. That is why we argue against Henry VIII clauses, which allow the powers in 
acts to be changed through regulations and thereby avoid the scrutiny of this house. It seems that we will do 
exactly that if we pass this bill today. We will be giving extraordinary powers to the executive over the 
development of the state. In the context of the benefit that could be derived by these companies, as stated in the 
second reading speech and confirmed in a nebulous way by the companies involved, Parliament has no way of 
making a judgement about the benefit to the companies versus the liability to the state. That is just dealing with it 
now. The powers in this bill will allow that to occur in the future. It would be good if the Leader of the House, in 
his second reading response, talked about the limits and extent of the powers conveyed to the minister. I am sure 
he will talk about that in some detail when we go into committee. 

The government must explain why this bill applies only to Rio Tinto and BHP Billiton Ltd, because it has not 
yet explained that to this house. If the legislation is such a good thing and is so beneficial to the state, why has it 
not been offered to other companies? I am not so sure whether it is such a great thing. As I said before, I think 
we are abrogating our responsibility to the people of Western Australia and taking away from Parliament its role 
to truly scrutinise the legislation. The government needs to tell us why this deal has not been extended to current 
or future miners or proponents. What argument has the government put to the state to explain why these powers 
should not be extended to the other mining companies? Is it because the government has conducted an analysis 
that shows that it is not a true benefit to the state but is a negative liability to the people of Western Australia? 
Will the government carry out the cost–analysis benefit to the state? Does the government have some 
preliminary findings? Does it ever intend to look at the benefits versus the liability to this state? What is the 
business plan behind this bill coming to Parliament? Why has the bill been presented to the Parliament and to the 
people of Western Australia in such an underhanded way? Why did the Premier not tell the Leader of the House 
of his intention to do this? Why did he not tell the Leader of the House until Thursday last week? That is quite 
apart from the fact that the Leader of the House is the Minister for Mines and Petroleum. Why did the Premier 
not bring this to the attention of the house before Thursday last week? I want to know the impact of 
environmental decisions as they pertain to future synergising of company assets, especially in the context of the 
lead agency model. If it is true that the Department of Mines and Petroleum decides whether a project requires 
an Environmental Protection Authority assessment, how does that work in a practical sense? There seems to be 
some separation between the Minister for State Development and the Minister for Mines and Petroleum, but I 
can tell members that it is not much of a separation.  

Hon Robin Chapple: The Minister for State Development is also the Premier.  

Hon JON FORD: Hon Robin Chapple is exactly right. We need to know why the government has ignored—if it 
has—mine closures and site rehabilitation in this bill. How will those issues be scrutinised in the future and why 
is the government seeking to remove those issues from the scrutiny of this house? We need to know the known 
reserves for these companies. How much is this really worth to these companies? What are the known 
exploitable reserves at this moment, and what do we think these companies could get for those reserves? What is 
the potential for developing those reserves in the future? That is very basic stuff, when one considers what this 
house is being asked to give to these two companies. At the moment we do not know. The house has not heard 
what this will be. The second reading speech was two pages long, and it did not refer to the quantum of the 
reserves or to how much the synergising of the companies will generate. We have been told that this will be a 
significant benefit for BHP Billiton and Rio Tinto, but we have not been told what the benefit will be for 
ordinary Western Australians.  

This is the Parliament of Western Australia and members in this place represent all their constituents, yet we are 
being asked to take away the ability of the people of Western Australia to scrutinise what is the most significant 
economic development in the state—indeed, in the country. How long will the ore last at this rate of accelerated 
exploitation? As I said, in 1981 it was calculated that the resource would last around 150 years at a rate of about 
55 million tonnes a year. That was across all the mines that were operating in 1981. Now we see emerging junior 
mining companies operating at around that same level. The Roy Hill mine is one of those mines, and Fortescue 
Metals Group is one of those companies. Do we expect that this ore will run out and what is the time frame? The 
minister did not mention that in his second reading speech nor has he explained it to members in this house. 
What overall effect will this have on not only the Pilbara, but also the regions in Western Australia? I am talking 
now from the perspective of a member who represents the Mining and Pastoral Region. I want to know what 
further pressures will be put on the region that I represent as a result of this amendment bill being passed by this 
house. I want to know, as a matter of interest and as the shadow spokesperson for mines and petroleum, what 
impact this will have on other investments and other businesses. I talked about the potential that this has for anti-
competitive behaviour and the impact that that would have on the reputation of this state.  

Sitting suspended from 1.00 to 2.00 pm  



Extract from Hansard 
[COUNCIL - Thursday, 2 December 2010] 

 p9753b-9774a 
Hon Jon Ford; Hon Robin Chapple 

 [20] 

Hon JON FORD: Before the luncheon break, I had asked a question about known reserves as they apply to 
these agreement acts and, indeed, the areas that will be expanded under the clause that allows the 777 square 
kilometres to be expanded under ministerial approval to 1 000 square kilometres. That is important because, 
apart from the fact that we might run out of reserves—we may or may not—I am interested, and I am sure that 
the people of Western Australia are interested, in how much iron ore we have. I know that other resources are 
out there and that BHP Billiton has isolated reserves which it currently cannot exploit and which this legislation 
will free up. Therefore, I want to know the quantum that we are really dealing with, which areas we are dealing 
with and the sort of infrastructure that we know is required to develop that.  

I do not know whether the Nationals will respond. I recognise that Hon Philip Gardiner is in the chamber, but it 
will be interesting to see whether the Nationals are prepared to give a second reading contribution to tell us what 
role they have played, if any, in all of this. It is of particular interest to me because the Minister for Regional 
Development goes around the state telling everyone what a fantastic job he is doing for the regions and nobody 
else is—whether that is us or the Liberal Party, it just seems to be him. What are the National Party’s views on 
the opportunities that are presented by this legislation? I do not intend to go over all those issues, but all the 
agreement acts that I have talked about in the past few hours target regional areas, and particularly areas that the 
Nationals have seen in the past couple of years as turf that they would like to turn into home turf from a political 
and electoral perspective. Therefore, I hope that the Minister for Regional Development was not interested in 
only the removal of concessional rates which are currently enjoyed by these companies and which will be 
removed as a result of this legislation. I know that he would not have been interested in a one-off $350 million 
payment for a city-based Perth hospital but is there some underpinning agreement? Is there a strategic plan for 
developing aspects of the regions that we have not yet heard? Why have the Nationals allowed this bill to come 
to this Parliament with this time frame? Has it been a mystery to every other member in this chamber as well? I 
know it is hard to imagine that when an agreement states that the bill needs to be passed with best endeavours to 
get the $350 million by 31 December, nobody would know about it but that seems to be the case. I am sure 
people knew about it but perhaps assumed that this bill was not going to come about. I do not think the Minister 
for Regional Development would have been particularly interested in $350 million for a new children’s hospital 
unless some outreach programs or part of that development reaches into the regions.  

I want to see and hear the Nationals’ view on the opportunities that are lost because of the way that this 
agreement has been developed. I want to hear their views on the exemption to the ability to rate local 
governments in those regional seats in the Pilbara and why they have not insisted on that exemption in the bill. 
Minister Grylls likes to tell everybody or give the impression of how tough he is and what he can do for the 
regions. We have now seen the 11 state agreements that will be amended by this bill come to this house with no 
specific benefit for the regions except for royalties for regions. No mention has been made of that in this bill; it 
has been dealt with under a separate bill.  

What is the Minister for Regional Development’s plan? How does he envisage moving forward to Pilbara Cities 
when the water and utility issues have not been dealt with? What is his plan for local government and for getting 
recurrent expenditure? Does it suit the minister to have local governments beholden to him on the basis that if 
they come to him with cap in hand, in his generosity he may give them some money for some of their projects? 
Perhaps he does not want them to be independent of government. I would like to hear his views on the impacts 
that this may have on costs and services within other areas of Western Australia and the Wheatbelt. Hon Ken 
Travers will talk about that in his contribution. We have heard nothing about this from the National Party. We 
have seen some comments in the paper and the Premier has made speeches to different groups of people in the 
community. The Premier has written letters to stakeholders giving guarantees that are not worth the paper they 
are written on but we have heard nothing from the Minister for Regional Development. Did the Nationals play 
any role in this or do they have an excuse for this missed opportunity and the fact that the Premier has 
hoodwinked them and let it get past them without realising that this is the case?  

I find it extraordinary that we are dealing with this bill in such a short time. As I said before, I would like to 
know the views of members of the National Party on this bill. I look forward to any contribution that members of 
the National Party might give to this debate, but I will have to wait and see. 

Overall for the Nationals and the government, as I said before, the future strategy is of particular interest. We 
have seen extraordinary rises in household expenses in the past two years and we have seen revenue raised for 
this government at an extraordinary rate, yet we have seen massive opportunities lost to supply benefits to the 
state and to the people of the state. I look forward to the response of the government when we deal with the bill 
in detail at the Committee of the Whole stage, and I look forward to hearing whether any other member can 
highlight the opportunities for the state that will be picked up by this agreement bill and the opportunities that in 
any other member’s view have been lost. 
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HON ROBIN CHAPPLE (Mining and Pastoral) [2.11 pm]: This is indeed one of the most momentous pieces 
of legislation that we have ever seen before the house in terms of the effects of its intentions and the corollary of 
those effects on a range of state agreement acts that date back to the beginning of the iron ore industry. I will be 
covering the issue of stakeholder involvement in this bill by both other industries and local government; the issue 
of water licences that my colleague Hon John Ford has already mentioned; the whole nature of the facilitation of 
greater synergies within the iron ore industry; the key issue of the urgency of this bill; the economic benefits of 
royalties to the state over and above the one-off payment of $350 million; and how that figure of $350 million 
was arrived at. 

I therefore believe that the first question to ask is: why the rush? It is not clear to me, and I do not believe it is 
clear to Hon Jon Ford or perhaps to any other member of the chamber, why legislation containing more than 
887 pages of information was suddenly introduced into this house on Wednesday last week—with the 
consolidated agreements, there were a further 1 000-odd pages of information—which members were supposed 
to digest and have a really thorough understanding of by the time we came back to this place a week later. That 
is discourteous of the government and, to a degree, of industry, if indeed it is industry that is pushing this bill. 

Have this bill and the amendments to the agreement acts been tested in any way against national competition 
policy? Have they been tested against aspects of the World Trade Organization’s free trade agreement? There are 
certain aspects of this bill that certainly, in my view, should be looked at quite significantly by people involved 
in both those areas. I suggest that, given other cases before the World Trade Organization, it would find these 
bills illegal under its rules. I will be dealing with many aspects of this bill. I think it will be important as we 
move forward, if we get to the stage of going into the Committee of the Whole, that we develop a cognisant idea 
of how we look at each of these 11 variation agreements, both in isolation and in combination, because they all 
do different things to different pieces of legislation. The drafting of some of the questions I will be asking 
indicates that they are exceedingly complex. I think the minister and his advisers need to turn their minds to how 
we should try to deal with this.  

Hon Norman Moore: I will do that for you, Mr Chapple, which is what always happens in this place.  

Hon ROBIN CHAPPLE: Thank you very much, Leader of the House. 

Hon Norman Moore: If you want to take seven weeks, that is your business.  

Hon Ljiljanna Ravlich: Don’t be grumpy about it. 

Hon Norman Moore: He just said, “If we get to committee”. If we get to committee in seven weeks’ time, he’ll 
get the answers.  

Hon ROBIN CHAPPLE: I would like to continue; I have only 45 minutes and I have an awful lot to put before 
the house in that time. Quite clearly, a lot of stakeholders have not been engaged in this process and in my view 
they needed to be. We had some discussions with the North West Iron Ore Alliance and the people involved 
wanted it explained in the chamber why the government considers the passage of these two bills to be so 
critically urgent that the house should dispense with the normal and full proper consideration of the bills through 
the committee stage, particularly given their combined length of about 1 000 pages. The bills surfaced only a 
week ago and there appears to be some potentially negative impacts on participants in the Pilbara iron ore 
industry. I spoke with several of the individual companies and some were sort of aware of what was happening 
but did not know the full extent and others who were aware of what was happening were, indeed, considerably 
concerned.  

I want to first look at infrastructure sharing. Infrastructure sharing was first identified in “The Pilbara Plan” in 
1974. As we moved into the state agreement acts, this needed to be one of the parameters for establishing the 
development and the synergies through the Pilbara region. Indeed, that was the very essence of the Ludwig plan, 
which was developed on 4 June 1964 with National Bulk Carriers Inc Ltd to introduce an integrated port and rail 
plan. It has been unfortunate, and I do not know why we have continued to go down this track, that we are 
setting up—I was going to use the word “deals”—state agreement acts to facilitate one corporation to operate in 
an anticompetitive way to another corporation. Indeed, we have right before us the very opportunity to achieve 
synergies across the Pilbara in its entirety. The problem with this is that it will most probably end up going the 
other way. If we go back to the HanWright plan and the Ludwig plan, the kinds of plans that were the early plans 
of the Pilbara, for a synergistic system of mining the iron ore, they all basically opposed the model we have 
adopted over time.  

Hon Max Trenorden interjected. 

Hon ROBIN CHAPPLE: I will talk about the Pilbara 21 document in a minute; it is a very, very good 
document from which I will read a pertinent quote.  
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Everybody who has looked at this situation in any depth has said that enough is enough and that we need to 
move forward. As Hon Jon Ford mentioned, we now have a number of junior players coming into the market, 
such as Orex Mining at Balla Balla, which has some aspirations. The development of one of the new rail lines 
proposed by Fortescue Metals Group has the potential to allow CITIC Pacific onto that line, and Atlas Iron 
could, potentially, transport its product on the Goldsworthy line. Pilbara Iron Ore will develop the resource at 
Mindy Mindy, and it, potentially, could use the BHP line. Other junior miners include BC Iron, Giralia 
Resources, Copper Strike and Aquila Resources. They are all burgeoning iron ore miners that will develop our 
iron ore and get it to market. The problem for them is that to go down this track, they will have to build their 
own rail lines because the developing synergies being talked about in Western Australia are between just 
two corporations.  

The fundamental problem that has not been addressed is the issue of whether there is spare capacity for a junior 
to access the line. By establishing an agreement of synergies between BHP and Rio, they have the ability to say 
to each other, “Do you want our excess capacity?” Therefore, if FMG, Atlas or anybody else wants to use the 
line, the defence will be, “Sorry; our excess capacity has been given to our integrated partner”, be it be BHP or 
Rio. That could be a significant impediment to small junior miners getting their product to market.  

On the same subject, an article was published on 19 November that stated that Atlas and BHP would explore an 
integrated transport solution in the Pilbara that could lead to a rail haulage agreement involving BHP’s 
secondary Goldsworthy line. In explaining the deal, Mr Flanagan, chief executive officer of Atlas, was careful to 
clarify that it did not apply to the mining giant’s main Mt Newman line, which runs in close proximity to 
three Atlas projects south of Port Hedland. The article further stated that BHP had admitted that there was spare 
capacity on the line, and that, although it was seeking to move significantly higher volumes of iron ore along the 
Mt Newman line, it was unwilling to give up capacity to third parties.  

This agreement, drafted by the two mining giants and brought to the government, will facilitate further access to 
those lines by some of our juniors. I think the Iron Ore Agreements Legislation Amendment Bill (No. 2) 2010 
will be quite beneficial to the two majors. A payment of $350 million will go to the new children’s hospital, but 
it is really important to identify when, where and how that will happen. I hope the minister will be able to answer 
that. When will the cheque be handed over; when will the expenditure be made; and, in which budget will that 
expenditure appear?  

I have a question about the next stage. Why is the government facilitating the provision of a desalinisation plant 
to support these industries with an amount of virtually the same value? It will be receiving the money in 
one hand and giving it back with the other. Will there actually be a net benefit from that $350 million? I suggest 
that if the government paid the $350 million for the hospital, and the $350 million from industry went to the 
desalination plant, it would be a lot more transparent.  

Hon Jon Ford commented on the issue of stakeholders. I want to comment on that also. The Premier of Western 
Australia wrote to the former president of the Western Australian Local Government Association, Bill Mitchell, 
saying—I think this has already been read into Hansard, but I will repeat it — 

The Government will now implement a policy to exclude rates concession clauses from future State 
Agreements, and remove the clause from current State Agreements, on a case-by-case basis. This is an 
important issue for the State, and I believe this proactive approach will contribute to the sustainability 
of our regions and the resources industry.  

This house is now dealing with 11 principal instruments covering two major corporations. Never before in this 
house have we had the opportunity that we have now to delete these simple lines in these agreements. That could 
now have been done for all time, and that would have resolved what we have been arguing about in this place for 
years. It is interesting to note that clause 3A of the Iron Ore (Mount Newman) Agreement Act, as ratified by 
variation agreement 12 of 1979, still provides that the company, Mount Newman Iron Ore, is required to provide 
housing in the town. At the time those amendments were made, that was a requirement under the normalisation 
process that was then in place. However, that is no longer the case. Therefore, that clause could just be removed. 
It serves no function at all. If we were to spend some time on actually dealing with these state agreement acts, we 
could delete that clause for all time. However, that is not what we are doing here. The key issue is that what we 
are doing here is dealing with some bills that have been drafted by industry and have been presented to 
government and been accepted by government. To reinforce that point, what is quite interesting is that prior to 
my meeting with the government and the department—I had a really good meeting with them—I met with both 
Ian Fletcher of BHP and Chris Richards of Rio Tinto. At that meeting, they provided me with consolidated 
versions of these agreements. We started working on the consolidated versions before we got the government’s 
consolidated versions, and we found a few discrepancies. When we met with BHP and talked about the 
discrepancies between the Hamersley agreement and the Newman agreement, it became apparent that, “Oh, 
sorry. We’ve given you our earlier version. We submitted a much later version to the government”. So, in my 
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view, the government is being dragged—I will not use the words—into this place in a very short space of time 
merely to facilitate the will of two major mining corporations, at the expense of many of the juniors that are out 
there.  

As Hon Jon Ford has already mentioned, some specific developments that are taking place in the Dampier 
region, such as dredging, are being facilitated by this agreement. That is, I think, one of the other hurries that we 
have in this regard. The extent of our concerns goes a long way. I am looking for my notes at the moment. I will 
move on. I can assure members that there is a lot of paper here.  

Why did the government not perform housekeeping duties when it dealt with these amendments? Firstly, I do not 
think the government actually had anything to do with the amendments. The government, if it had something to 
do with them, would have quite easily fixed up lots of anomalies all the way through. I was briefed by officers 
from the department about clause 3A of the Mount Newman agreement.  

Debate interrupted, pursuant to temporary orders. 

[Continued on page 9784.] 
 


