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IRON ORE AGREEMENTS LEGISLATION AMENDMENT BILL 2010 

Second Reading 

Resumed from 11 August. 

HON ROBIN CHAPPLE (Mining and Pastoral) [2.33 pm]: This is interesting legislation. It comes from a 
situation that caught us all by surprise when the Premier announced that, as a result of the joint venture between 
BHP and Rio Tinto, he proposed to lift the iron ore royalty rate. At the time the Premier originally identified that 
he would look at the royalty rates on iron ore fines and other materials, I commented that he had made that 
announcement without consulting the industry. There subsequently has been consultation with industry, and I 
commend the government for that, but when the Premier raised the issue in March, it caught both BHP and Rio 
Tinto by surprise. I did not see the corollary of having articulated that the royalty rates would be raised as a 
result of shared services and the synergy of certain matters. I do not in any way, shape or form disagree with the 
Premier and the government’s position that royalties should be raised. 

I started work on royalties and related issues in 1994 and spent quite a bit of time with Murray Meaton, the then 
director of royalties and policy development at the Department of Minerals and Energy, as it was then. It is 
interesting to note how royalties have come about. Indeed, they have been established through state agreement 
acts since the late 1960s and early 1970s. When I first started getting involved in this, members of Parliament 
had been invited to a briefing at Mineral House on royalties, economic policy and public affairs. I am still 
amazed today that only one person attended—which was me! No other parliamentarian or anyone else rolled up 
to have a briefing on how royalties worked, so I was in the very lucky position of being able to say to Murray, 
“Well, let’s go to your office and sit down, and you can give me a one-on-one for a couple of hours”. That is 
where I really started to get an understanding of the freight on board royalty system and how that royalty value 
was established, specifically within the iron ore industry. There was a notion that royalties on all minerals were 
to be charged at a 10 per cent freight on board rate—that is, the minerals that actually make it onto the ship are 
charged at that rate. 

Subsequently, the freight on board royalty rate for lump ore in the iron ore sector was reduced to 7.5 per cent on 
the basis that the companies had established towns, rail lines and a number of other things that were seen to 
benefit the state. Because of that benefit to the state, the royalty rate was reduced from 10 per cent to 7.5 per 
cent. The royalty rate for iron ore fines of 3.75 per cent was established in the early 1960s, when the fines were 
not useable in the early blast furnaces. Even back when I was having those conversations with Murray Meaton in 
1994, the department was already of the view that the royalty rate for iron ore fines should be lifted from 
3.75 per cent because the fines were becoming more useable. As time has progressed, fines are of equal 
economic value, as is lump. For a long while I have considered that we should be moving royalties for fines ore 
up to approximately 7.5 per cent because we are not getting rid of waste—we are not getting rid of something 
cheaply now; we are dealing in a commodity that is considered high value. We need to understand that a number 
of different royalty rates are established, ranging from five per cent for mineral sands, three per cent for 
processed mineral sands, or FOB at three per cent, 2.5 per cent for nickel and copper, to other rates for a number 
of other commodities.  

Some special deals have been done, as we saw when Hope Downs was originally established. It was going to get 
a 5.625 per cent FOB until 2008. I am not sure whether that rate was modified after 2008. Some hybrid royalty 
systems have also been established. For example, the Argyle diamond mine had a two per cent FOB. A 
completely different royalty rate is established for petroleum. A number of different arrangements are associated 
with the commonwealth–state diversification of royalties under the petroleum resource rent tax. Royalties have 
been an interesting aspect for Western Australia. The net value of royalties levied for petroleum is between 
12.5 per cent and five per cent. To a large degree, the value is based on the amount of exploration that companies 
provide. 

Having gone through a bit of an overview of how we establish royalties and why we have the royalty rates that 
we have now, I wish to say that the Greens do not have a problem with an increased royalty rate. Our 
fundamental concern was that when the Premier announced the royalty rates—the very essence of our views on 
life—consultation should have taken place before he announced it in the media. If we are going to lift the royalty 
rates, as I think we should, we need to have lengthy and well-founded negotiations with the mining industry. Just 
touching on that briefly within the terms of this amendment bill and a range of state agreement acts, it would 
have been a beautiful time to look at all those state agreement acts as an entity and deal with the elephant in the 
room, which is the inability of local governments to charge rates on iron ore developments or, indeed, on any 
other major developments that are covered by state agreement acts. As we can see in this bill, we are dealing 
with all the fundamental iron ore agreements that exist in the Pilbara, be it Goldsworthy–Nimingarra or all the 
other ones that have come together and are now under the control of either BHP Billiton or Rio Tinto. I would 
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have liked to see this opportunity used to benefit local governments to a degree so that they could charge rates on 
the basis of the land that is used and the services that are provided by those local governments to the community.  

We recently had an idea that that very limited amount of royalty should go back to the federal government for 
offshore petroleum and gas aspects under the resource rent tax. That is now being targeted by Tony Crook of the 
Nationals, who wants to bring in a royalties for regions policy at a federal level. If we understand how the 
resource rent royalties tax works, that would make it a quite unworkable situation within the federal regime and, 
indeed, under the Constitution as set up by the states, for the commonwealth. I urge the Nationals to look at how 
royalties operate in this state and around the country, and the role that the federal government plays in receipt of 
those royalties. We need to be fully aware as a state that our royalties are diminished by the factors held in the 
GST, and that quite clearly the royalties raised in this state, through diversification through the GST, in the most 
part end up in other states. When we talk about a $1.5 billion or a $1.75 billion royalty receipt to the state, that is 
absolutely correct, but after we factor in the moneys removed from the GST because of our royalty assets, 
unfortunately, we do not retain the billions of dollars in royalties that come to the state via the royalty regime. I 
urge the Nationals to look long and hard at their proposal for a royalties for regions scheme emanating out of the 
federal government.  

Having said that, we support the bill as it stands. We hope that in possibly moving towards the proper 7.5 per 
cent royalty that should be accrued from the mining industry, the government will enter into negotiations with all 
the companies in the iron ore industry with a view to bringing them into a participatory process rather than, as 
happened with this process, by edict from the Premier.  

HON JON FORD (Mining and Pastoral) [2.48 pm]: The opposition supports the Iron Ore Agreements 
Legislation Amendment Bill 2010. The bill primarily changes the royalty rate on iron ore fines from the current 
concessional rate of 3.75 per cent to 5.625 per cent. This concession was given to iron ore miners in the 1960s to 
assist them in establishing an international market for fines and also because they made significant contributions 
to establishing communities and townships in the north west. This has been successful to a stage now at which, 
for various reasons, fines have become the main iron-making feedstock in advanced processes, particularly in 
Japan. However, high-quality lump ores still have a strong market in countries such as China, even though 
quality lump ores are declining globally. One of the great examples of this change, particularly to members in 
my region—in fact nobody in this state could miss it—is that within the past 10 years we have gone from a 
situation in which it was starting to become very difficult to sell quality lump ore to overseas markets and there 
was talk about major mines, such as Whaleback, reducing production or even closing down. All of a sudden we 
saw an increase in demand for lower grade ores and a big demand for fines as technology developed to process it 
effectively. Lower quality ores, as found around Tom Price and Whaleback, are the mainstay of the iron ore 
industry. It revolutionised the demand for iron ore in this state.  

In many respects the government has been lucky to achieve this. When it came to power it was handed the 
outcome of a number of years’ negotiations to end the concessional iron ore rates, but the current Premier chose 
not to proceed. That potentially put at risk $500 million of government revenue in the forward estimates. 
Luckily, Rio Tinto and BHP Billiton decided they wanted to enter into a joint venture in the production of 
iron ore. That allowed an opportunity for negotiations to proceed once again. I disagree with Hon Robin Chapple 
in that I would be very surprised if they were caught off guard. I do not think they thought the government of the 
day was going to do away with the concessional rate on iron ore fines. In a practical sense they must have seen it 
coming. The normalisation of towns, less and less contribution by the mining companies into the communities in 
which their mines were established, more pressure on governments to supply the infrastructure they had 
provided in the past, plus the ongoing maintenance meant it was only a matter of time before the government 
would want to increase the rates.  

That leads me to the hypocrisy we have heard in some of the debates around the country in recent times, and 
indeed in this chamber, about the mineral resource rent tax and rates—all those things are designed to give a 
good return to the people who own the mineralogy; that is, the people of Western Australia. It is a fact that the 
government of the day represents the people of Western Australia to get the best price. In the motion debate 
yesterday, we heard the Leader of the House try to rebut the value of the MRRT. He said that tax would scare off 
investment. He cited a survey of Canada’s Fraser Institute that shows Australia has dropped 13 places in the 
investors’ league table on where best to invest. The survey was undertaken between 1 June and 30 June, before 
Prime Minister Gillard announced the new MRRT on 2 July. The fact is that Australian mining has a very, very 
bright future. Since the announcement of the MRRT, miners have ticked off more than $2.45 billion in new 
spending on mining projects. On 3 August Rio Tinto announced it was investing an additional $880 million to 
expand its Pilbara iron ore operations. That does not sound like an industry running scared of investment, no 
more than it does in regard to this increase in royalties. We support this increase in royalties because it is a better 
deal for Western Australians and for exactly the same reason we support the MRRT.  
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The Australian Stock Exchange says that the resources and mining indices have gone up around eight per cent. 
That is since the announcement. Bill Evans, who is Westpac’s chief economist, recently said — 

The tax looks attractive for the miners. It looks to be very encouraging for investment growth … 

The hypocrisy of the arguments we have heard is that at the very time the state government was criticising 
attempts by the federal government to get a better return on minerals owned by Australians, it was negotiating an 
increase in this royalty. We support the federal government for doing that. This government is quietly going 
through the business of not wanting to raise that as an issue. We can play a moot point that says this is a royalty 
versus a tax, but in the end both are designed to give benefit to the people who actually own the resource. That is 
the reason we support it. We reject the arguments of some people in the mining sector.  

Fortuitously, The Australian Financial Review printed an article today titled “It’s not so taxing for the big 
miners”. I think most people will agree that The Australian Financial Review is one of the dominant 
commentators on investment and finance in Australia. It certainly has a high circulation and is well regarded. 
The article goes through the issues of how much tax, and therefore contribution to Australian society directly 
through tax contributions, companies pay. It makes an important point; that is, we have to be careful who we 
think we are talking to when talking to people who purport to be miners. If a person has the title of “vice 
president government affairs” or “vice president external affairs”, whether or not that person works for a mining 
company does not make him or her a miner—he or she is in fact an expert in external relations. If a person is a 
chief executive officer of a mining company, that does not mean he or she is a miner either. It means that person 
is a businessperson. People who call themselves miners are not always what they seem. We know that applies to 
a broad range of people. When I think about talking to miners, I talk to somebody who operates an air leg, drives 
a bogger or fixes a conveyor belt.  

I go back to the article. I will spend a bit of time on this because it makes some fantastic and pertinent points. 
The article starts — 

The man leading the campaign to stop the government’s minerals resource rent tax, billionaire Andrew 
Forrest, has never signed a corporate income tax cheque for any of the listed companies he has run in 
the past 16 years.  

Of course, that is why we support this bill. We do not want to assist companies to avoid contributions to this 
state. We do not mind them getting a fair dollar for a fair investment; that is fine—we welcome that and it is 
important. However, they are in the business of maximising profit and we are in the business of representing the 
people of Western Australia and maximising their profit. The article continues — 

He isn’t the only billionaire miner with fortuitous tax arrangements; Clive Palmer’s tax arrangements 
remain a mystery—his Mineralogy Group files no accounts — 

There is another well-known businessperson — 

and Gina Rinehart’s Hancock Prospecting, thanks to exploration costs, averaged 10.6 per cent tax rate 
over a five-year period. 

It is therefore absolutely important that we make sure that we increase the rates on fines, because that will 
benefit Western Australians and, in fact, increase their benefit from the resource. The article continues — 

But Forrest, who yesterday challenged Prime Minister Julia Gillard to debate the mining tax, holds an 
awkward position when it comes to tax policy: he is a big corporate taxpayer who doesn’t actually make 
any corporate income tax payments. 

That is why we had to come into this place to ensure that the people who choose to invest in the state to exploit 
the minerals that belong to Western Australia give a fair share, and it is not a huge share. Here we are talking 
about 10.6 per cent for Gina Rinehart’s companies. We are asking for a modest increase of a few per cent, but 
other people in this place have complained about other governments’ attempts to maximise their benefit. The 
article continues — 

Forrest holds the ear of politicians on both sides, not just for his pioneering mining efforts but for his 
philanthropy, which is just as tax effective. While there is no denying Forrest’s deep commitment to 
helping indigenous communities, three deals where he donated more than $90 million to the Australian 
Children’s Trust appear to have cost him less than $2 million in the long term, as a result of tax 
deductions and falling share prices.  

Hon Norman Moore: Who wrote the article? 

Hon JON FORD: It is from The Australian Financial Review and by Neil Chenoweth. It continues — 
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The enduring image of the miners’ three-month battle against the new resources tax was Australia’s 
richest woman, Rinehart, worth $4.7 billion, standing on the back of a flat-bed truck with Forrest, who 
is worth $4.2 billion, to address a rally of mineworkers in central Perth. 

Hancock Prospecting, which owns 50 per cent of the Hope Downs joint venture, reported cash tax 
payments of $54 million against pre-tax profits of $510 million in the five years to 2008, an effective 
tax cash rate of 10.6 per cent, reflecting exploration and start-up costs. 

Again I make the point that here we are in the house supporting the government’s attempt to get a moderate 
increase in what is in effect a payment for the mineralogy that is in the state. These people have lots of people 
spending lots of time making sure that they minimise their tax, so it is essential that we are in this place making 
sure that Western Australians get the benefit of the mineralogy that belongs to them. It continues — 

Queensland’s Palmer, worth $3.9 billion, was addressing five meetings a day on the evils of the 
government at the height of the anti-tax campaign. But how much tax he pays is not clear—he files no 
accounts for his private Mineralogy Group. 

The article goes on and on and on and refers to how little tax these big players pay. I will give one last quote and 
then move on. Further on it reads — 

Forrest told journalists last month: “I’m very happy to pay tax, in fact I’m honoured to be one of 
Australia’s major taxpayers.” 

The article continues — 

While Fortescue has booked nearly $300 million in income tax expense against its accounting profit in 
the past two years, it has reported the actual tax payments due to $200 million in accumulated tax losses 
and other factors. 

Forrest declined to comment. 

I am a bit bemused by some of the debate that we have had. As I said, the opposition supports the government’s 
attempt here to get a fair price for the ore that belongs to Western Australia. There is no evidence of a real drop 
in investment in mining because of this government’s attempt to get a fair price or the federal government’s 
attempt to get a fair price; in fact, two factors have helped to push the commodity price down. 

Hon Nick Goiran interjected. 

Hon JON FORD: The member can stand and speak. I will wait in anticipation of hearing his contribution. 

The drop in commodity demand is because of the global economic downturn and a lot of hullabaloo by a lot of 
millionaires and billionaires worried about actually having to pay some tax. 

Another famous Prime Minister supported another tax, which was the goods and services tax, which was to 
ensure that people could not dodge tax. Royalties and the mining resources tax are other devices to make sure 
that those people who benefit hugely—not just a little bit, not just three or four per cent or five or six per cent—
from bulk exports, which can be exported only once and then we are left with nothing after that, pay tax. Just as 
with the oil in the Middle East, once it has run out, there will be nothing. Legislation such as this and other 
schemes such as the proposed MRRT are good. They will be opposed by those people from whom they seek to 
obtain revenue for the people of Western Australia and for the people of Australia, because they do not really 
want to pay. If the Gillard government is re-elected and the MRRT is put into place, I can assure members that 
they will still come here and they will still invest here. It will be no different from the action this government is 
taking, with our support, to gain an extra few dollars for the people of Western Australia. 

We support the bill. We would have liked to see it in this place much earlier. As I said, the negotiations had been 
completed by the Carpenter government and it could have moved forward. However, luckily this government 
was put into a position where we now have this bill before us. I suppose it is better late than never. Let us not get 
into a nearly hysterical debate supporting people who have a history of not paying their fair share of tax and 
people who actively try to avoid making their contributions. I recommend that members read the article in 
today’s edition of The Australian Financial Review, because it really states the facts. The opposition has no 
intention of taking the bill through the committee stage, as we would like to see it passed expeditiously. 

HON MAX TRENORDEN (Agricultural) [3.10 pm]: Members will be very surprised to hear that the National 
Party supports this Iron Ore Agreements Legislation Amendment Bill 2010. I do not want to say a great deal 
more than that, as I just heard one of the attendants whisper in my ear that there are people waiting for me at the 
front door of Parliament. However, I want to take up the point that Hon Robin Chapple raised, which is just not 
true. Western Australia will not lose one cent of royalties into this state.  

Hon Robin Chapple: Read the reports. 
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Hon MAX TRENORDEN: There is a totally unrelated process that examines the revenues of the state and 
comes to a totally independent decision on that. Royalties and tax are not linked; they are not glued together with 
super glue. 

Hon Robin Chapple: I agree. 

Hon Nick Goiran: Or any glue. 

Hon MAX TRENORDEN: Or any glue at all! 

However, there is that perception in the Labor Party. Eric Ripper, as Treasurer, regularly went to the media 
saying that royalties were lost to the state in some sort of phantom arrangement. I make the point that we do not 
lose one cent of royalties. 

Hon Ken Travers: Our total revenue has decreased because of that. 

Hon MAX TRENORDEN: Not just because of our royalties; our revenue has decreased because of the review 
that is carried out on our revenue. We are actually penalised, as Hon Ken Travers knows well, because we do not 
have poker machines. I was in Brisbane only months ago and I was amazed to hear—although I have heard it 
before—that the Queensland government gets $600 million in revenue from poker machines. How much does 
Western Australia get out of poker machines? Nothing! The decision to not allow poker machines in WA was a 
great decision with which both sides of the house agreed, but in the same royalty package we are also penalised 
for that decision. 

Hon Ken Travers: There’s an argument about that because when we asked Treasury officials about that, they 
actually denied that element of it, which I found surprising because I thought we were. 

Hon MAX TRENORDEN: Hon Ken Travers and I are not going to argue about this, but if he does a search in 
the library, he will find plenty of statements from the system saying that we are penalised. 

Hon Ken Travers: I agree that that is the perception, but there is an argument from Treasury officials that says 
we are not. I found it surprising. 

Hon MAX TRENORDEN: I do not want to get into an argument. I do not want to pick on Hon Robin Chapple 
either — 

Hon Ken Travers: Go on! 

Hon MAX TRENORDEN: I am not going to let this matter go by, though, because it is wrong to hold the 
perception that revenues are physically taken out of our Treasury because they are royalties. 

Hon Robin Chapple: No. 

Hon MAX TRENORDEN: I agree with Hon Robin Chapple—it is not the case. The federal government has a 
process for reviewing our revenues. That review examines the revenues not obtained, such as from gambling, 
and then makes an assessment on that, and on that assessment we lose revenues. I have heard every Premier and 
every Treasurer for many, many years rant and rave about that issue. 

Hon Ken Travers: Except for one Treasurer, and that was the one who signed up to the GST deal that set it up; 
he perpetuated it even in the worst situation. We had a bit more independence before that GST deal went 
through. 

Hon MAX TRENORDEN: I suspect that the people waiting for me at the front door will be much more 
pleasant to me than Hon Ken Travers. 

Hon Ken Travers: They would want you to stand up and put your case, though, first, Max! 

Hon MAX TRENORDEN: I do not want to speak for too much longer. I want to make the point that if we go 
back to the immense debate on the GST that occurred in this chamber and the other chamber, we will find that 
the GST is a state tax. It was put in place for the states. The fact that we do badly out of that process is not the 
fault of any previous Treasurer. 

Hon Ken Travers: He signed up to the deal. The way in which it is allocated is because of the deal he signed. 

Hon MAX TRENORDEN: How many years has Hon Ken Travers been talking about that? 

The reality about the GST is that the previous administration of the Liberal Party and the current administration 
of the Labor Party agreed to keep a mechanism of balance, which was decided around a table. If members 
opposite think that Western Australia has a major say on whether New South Wales, Tasmania or South 
Australia end up with revenue that is earned in Western Australia, they are sadly mistaken. 
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HON NORMAN MOORE (Mining and Pastoral — Minister for Mines and Petroleum) [3.14 pm] — in 
reply: I thank members for their comments in support of the bill. I make a general observation to begin with. 
Hon Jon Ford has sought to draw a comparison between this bill, in which the state is seeking additional 
royalties from companies, and the proposal by the federal government to change the taxation arrangements for 
the mining industry. 

Hon Nick Goiran: A hopeless comparison! 

Hon NORMAN MOORE: There is no comparison at all! 

This bill seeks to remove an anomaly in our royalty regime, and that is what it does. The federal government’s 
taxation system will create an anomaly by taxing one industry differently from other industries. We are in fact 
seeking to create a level playing field and remove anomalies in royalties. The federal government is seeking to 
change the level playing field by using a different taxation regime for the resources industry, as opposed to the 
taxation regime for every other industry. I wonder how the federal government can say, “We have decided that 
this industry is making excess profits and therefore there has to be a separate taxation system for that industry”, 
when every six months we hear of profits from the banks, for example, that many people say are extremely 
excessive. I do not notice anybody from the federal government saying, “Let’s get stuck into the banks.” 

Hon Nick Goiran: Probably more than six per cent. 

Hon NORMAN MOORE: Exactly right. I find it quite extraordinary that the initial mark 1 version of the 
federal government’s taxation proposal should set an excess profit at the federal government bond rate, which at 
the moment is around six per cent. For anybody to dream that up is just beyond comprehension. At the same 
time Senator Conroy talked about the national broadband system, saying that it would deliver a moderate six per 
cent return on investment. Six per cent is a moderate return for a national broadband system, towards which the 
federal government intends to make a significant contribution; but six per cent for a mining company using all its 
own money is an excessive profit! I do not know who comes up with these bright ideas; it is beyond my 
comprehension. 

I also make the point that this bill is not about the federal government’s taxation regime at all. However, as it has 
been the subject of some comment by members, I feel the need to respond to a number of those comments, 
which I will do as I go through my response to those comments. 

I appreciate Hon Robin Chapple’s support for this bill and his comment that he was surprised that the Premier 
would announce it without consultation. There has been consultation in respect of this matter for a very long 
time. It happened when I was last in government in the 1990s, it happened during the previous Labor 
government’s time—I will come to that in a minute—and it has happened since then. The Premier simply made 
the announcement that he expected that a conclusion to this matter would be reached and he believed that 1 July 
was a good time to reach a conclusion. Interestingly, by taking that approach, he was able to reach a conclusion, 
which others had not been able to achieve. 

I want to make very clear the point in respect of royalties in the state of Western Australia—royalties are not 
taxation. Royalties are the price that mining companies pay for the resources that belong to the state of Western 
Australia—not to the people of Australia and not to the government of Australia, but to the sovereign state of 
Western Australia. The minerals in the state of Western Australia belong to the state of Western Australia, and 
the royalties are paid to the state of Western Australia in consideration of the ability of companies to use those 
resources. That is what royalties are all about. They are not based on profits; they are not based on any 
consideration other than the value of the mineral. The value is calculated at various stages of the process. As Hon 
Robin Chapple quite rightly pointed out, the fundamental principle is that we should get back as close as possible 
to 10 per cent of the minehead value of the minerals being mined. Companies go through a fundamental set of 
levels of royalties based upon the value-adding process. It is 10 per cent for the minehead, or wellhead for 
petroleum; 7.5 per cent for slightly processed, crushed and screened product; five per cent for concentrates; and 
2.5 half per cent for metals. The royalty rate comes down as the value is added. But the intention is to achieve 
about the same value as 10 per cent of the minehead will deliver. It does not always do that. With some minerals 
we achieve more than 10 per cent and with some we achieve less. That is a difficulty with the sort of royalty 
system we have. It is based on 10 per cent at the minehead, so it does not take into account how much it costs to 
get the ore to the minehead. With iron ore mining it is relatively cheap; with underground coal or goldmining it 
is relatively expensive to get to that point of the process. However, that issue is for another day.  

Based on that set of principles, a number of concessions have been made in state agreement acts. One of the 
concessions was for iron ore fines, which were levied at 3.75 per cent; and beneficiated ore, at 3.25 per cent. If 
those rates were equivalent to the fundamental principles, fines should be 7.5 per cent. For reasons that I do not 
quite remember, the Mining Act rate for fines was set at 5.625 per cent rather than 7.5 per cent, probably because 
most of the fines were being mined by iron ore companies under state agreement acts and they had a concession 
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rate of 3.75 per cent. Technically, if we were to reach a scenario in which the companies were paying what they 
should pay, it should be 7.5 per cent for fines, as it is for lump ore.  

Hon Robin Chapple: We will support that amendment. 

Hon NORMAN MOORE: That would be the sort of outcome we might eventually achieve. State agreement 
acts can be changed only by agreement. This bill takes us from 3.75 to 5.625 per cent, which is a significant 
advance.  

Hon Robin Chapple: When we go into committee, can you identify whether the special rate established for 
Hope Downs, which was supposed to be reviewed in 2008, is still at a special rate?  

Hon NORMAN MOORE: I do not know off the top of my head; I will find out for the member.  

Hon Jon Ford also talked about resource rent taxes, but they are different because they relate to profits. The 
petroleum resource rent tax in Western Australia at the present time, which applies to a number of offshore 
activities, is similar to the resource rent tax the federal government is talking about now, and relates to profit. It 
involves write-offs against expenses so that, in many cases, petroleum resource rent taxes are not paid for a very 
long time after a company goes into business. People argue that Gorgon will probably not pay any petroleum 
resource rent taxes for 10 to 15 years due to the time it will take to write off its ingoing expenses. What I have 
argued and will continue to argue, regardless of who wins the election on Saturday, is that state governments 
should get a share of the resource rent tax. At the moment they all go to the commonwealth. There is an 
exception to this—namely, the North West Shelf gas project, which involved an agreement between the state of 
Western Australia and the commonwealth, achieved ahead of the decision by the Hawke government to have a 
petroleum resource rent tax. It was based on a royalty system at the time. That royalty is shared between the 
commonwealth and the state. The state gets 60 per cent and the commonwealth gets 40 per cent. That money as a 
royalty was paid up-front from the day the first bit of oil or gas came out of the North West Shelf. The Hawke 
federal government then changed that system and brought in a petroleum resource rent tax, which meant that 
every cent of the resource rent tax went to the commonwealth. In my view, that is grossly unfair. The state got a 
share of the North West Shelf royalties because we were involved in significant infrastructure expenditure, 
particularly the pipeline from Dampier to Bunbury, which underpinned LNG development for the North West 
Shelf. We are still actively involved in what goes on with offshore petroleum. The state of Western Australia is 
intimately involved in what is going on with the Gorgon project on Barrow Island because it is part of Western 
Australia. The fact that the gas is in commonwealth waters does not exclude Western Australia from being 
involved. The Premier and I have argued that we should get about 25 per cent of the petroleum resource rent tax 
as a matter of course. Not just Western Australia but all the states should get a share of the petroleum resource 
rent taxes for petroleum that is in commonwealth waters and brought into production in waters adjacent to the 
particular state or territory. That would be a very positive move, I would have thought, for commonwealth–state 
relations and would allow the state to benefit from being involved in many of these activities.  

Hon Jon Ford also talked about the Commonwealth Grants Commission. I do not agree totally with Hon Max 
Trenorden, although we can be pedantic in how we describe this. Fundamentally, the states raise their own 
revenue; there is an averaging-out system and if we do not raise enough compared with what the other states 
raise, we can be penalised by the Commonwealth Grants Commission. If we raise more, we can keep the excess. 
The bottom line is, however, that, taking into account all the revenues that the state of Western Australia gets 
from all sorts of sources, depending on who we are talking to, we lose probably 60 to 70 per cent of the total 
amount of revenue that comes in by way of royalties. That is not to say that we lose 70 per cent of the royalties; 
we lose 70 per cent of the revenue that comes into the state. 

Hon Ken Travers: We heard some evidence before the Standing Committee on Estimates and Financial 
Operations that it is 30 to 40 per cent of the onshore royalties and 10 per cent of the offshore royalties, so it is a 
bit lower than that now.  

Hon NORMAN MOORE: I am talking about the total amount across the board. What the percentage is depends 
on who we talk to. Fundamentally, we do not keep a lot of the revenues we raise. They go towards looking after 
the interests of other states. In my view, the Commonwealth Grants Commission formula is ridiculous. All it 
does is provide a disincentive for states to get off their backsides and create development to raise revenue 
through royalties. It provides no incentive to states like Tasmania, where there are very significant green politics. 
There is no desire to have any industry that might create a small emission, so it does not do anything very much 
in terms of business, but the money flows in from the other states. Tasmania is a net beneficiary of significant 
revenues from other states. We take the political and other risks associated with development of places such as 
James Price Point and Barrow Island while Tasmania sits back and enjoys the revenue. That is a silly system and 
one that needs to be changed.  
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Hon Jon Ford indicated that the Labor Party supported this bill. He also made the point that somehow or other 
we are a bit lucky and the previous Labor government set this up. To the best of my knowledge, the previous 
Labor government was negotiating with BHP and Rio to require that the royalty rates on fines increase for new 
projects, not for existing projects. Indeed, I think it included in its forward estimates the revenues it expected to 
get for new projects, but a deal was never consummated; it was a lot of talk. Our government has been unable to 
find any documentation that suggests an agreement had been reached. There was no agreement at the last state 
election. There was a bit of talk that resulted in an inadequate potential agreement that there would be an 
increase in fines on new projects, but there was no signed, sealed and delivered deal. The Liberal Party thought 
that that was inadequate and that the royalty rate on existing projects should be increased because the concession 
had well and truly expired—or should have expired—and fines are in great demand these days. There is no need 
for there to be a concession for fines on existing projects. Our government approached the companies and said 
that the concession should apply across the board to existing and future projects. That is what we have achieved. 
Some time down the track there may be agreement that the fines rate should be 7.5 per cent, which is the same as 
the fines rate on lump ore. That is for negotiation down the track.  

Hon Jon Ford spent most of his speech comparing the increase in royalty rates with the federal government’s 
new mineral resource rent tax. I have already explained that they are fundamentally different. One removes an 
anomaly while the other creates one. They are quite different. I find it extraordinary that the alternative 
government in Western Australia is supportive of a federal government that wants to take, if we believe Treasury 
figures, about $6 billion from Western Australian mining companies by way of additional tax. It is an additional 
tax. We are working on the assumption that the new tax regime will bring in about $10 billion. We do not know 
how accurate that assumption is. When the mark 1 version was announced, we were told it would be $9 billion. 
We were then told that it would be $12 billion, and soon after some leaked documents suggested that it would be 
between $20 billion and $30 billion, all of which demonstrates that either lies have been told or that bad 
calculations were made—I am not sure which. I do not know the exact figure. The federal government has told 
us that this will take about $10 billion out of the resource industry each year. About 60 per cent of the action in 
respect of the minerals and petroleum that will be taxed comes from Western Australia. Anyone who says that 
taking that money out of this industry—on top of the taxes and royalties that it already pays—will not be a 
disincentive to investment needs to talk to those who invest. 

Hon Adele Farina: Why would you talk to people in the department who do not have a lessening of their 
workload in terms of progressing mining applications? 

Hon NORMAN MOORE: Hon Adele Farina has lost me completely with that interjection. I am sure it was 
very astute; however, I did not hear it properly so it does not make any sense.  

Fraser Institute and ResourceStocks, a Western Australian magazine, conduct annual assessments of the 
comparative attractiveness of all mining destinations in the world and ranks them. The number one destination is 
the most attractive investment destination, while the one at the bottom of the list is the least attractive as an 
investment destination. Fraser Institute has seriously downgraded Australia. I acknowledge, as Hon Jon Ford 
mentioned, that that was done during the mark 1 version of the federal government’s proposed new tax. It does 
not necessarily relate to the attitude of investors now that we have mark 2. This is a net increase in tax on the 
mining and petroleum industries and it is very significant. If the mark 1 version sent us reeling, the latest edition 
of ResourceStocks, which comes out next week, sees Australia fall from third in the world to twenty-eighth in 
the world. Fraser Institute has us on a similar tumble down the ladder of attractiveness. The people who provide 
information to the organisations that print these comparative tables are those who invest money. Hon Jon Ford 
said that the only real miners are those who go down into a mine with a pick and shovel. Managing directors, 
executive vice presidents and those in corporate affairs are not miners; however, they are the ones who make 
investment decisions. The guy who drives the underground bogger does not make investment decisions for BHP; 
those decisions are made by the accountants, lawyers and the head honchos of the organisations that look at the 
money side of things. They would not know how to dig a hole in the ground for quids. They make investment 
decisions based on their potential to get a return. International assessments show that Australia has tumbled 
down the ladder as a place that attracts international investment. We must have international investment, as I 
pointed out to the house last night, because there is not enough money in Australia’s capital markets to provide 
the potential $150 billion that might be in the pipeline for Western Australia in the future. If the Labor Party 
wins the federal election, I hope that Hon Jon Ford is right, because we will potentially have a situation in which 
what could be significantly good times for Western Australia run into a brick wall.  

Hon Jon Ford also spent some time talking about the resources being owned by the Australian people. Again, I 
make the point that the mineral resources located in the state of Western Australia belong to Western Australia; 
we charge a royalty for those resources. They do not belong to the Australian people, as Kevin Rudd told us and 
as Julia Gillard continues to tell us.  
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It is normal for people of the political ilk of Hon Jon Ford to attack people who have been successful. Andrew 
Forrest went from virtually nil assets to being an extraordinarily wealthy man. He has made and lost a number of 
fortunes and taken extraordinary risks. At the moment he is doing very well, because he decided to go into iron 
ore when other people would not. His two major companies monopolised the iron ore business for a long time. 
Andrew Forrest has been extraordinarily successful, but lucky in the sense that he happened to come in alongside 
the Chinese boom. He created Fortescue Metals Group, which is a significant Australian company and, as a 
result, he has made a lot of money. Like everyone going into business, the costs of setting up that business are 
tax deductible. He is not paying much tax now, but he will down the track when his company is in full 
production and he does not have any exploration and construction costs to write-off, just as BHP and Rio and 
other mining companies in Australia are now paying significant levels of taxation. The same applies to Gina 
Rinehart, who has spent a lot of money and time trying to get a mining operation going. Her father did the same. 
Clive Palmer was able to come to the state of Western Australia and do a deal with the then Labor government, 
which was headed by Geoff Gallop, to get a state agreement act. If he is such a terrible person who does not pay 
any tax, why would a Labor government enter into a state agreement act with Mineralogy and allow it to develop 
a magnetite iron ore project in the Pilbara? Mr Palmer began what will be a very significant iron ore industry in 
Western Australia. Magnetite iron ore, which is about 40 per cent Fe and has to be in a concentrated form before 
it can be sold, amounts to a significant investment in energy. Mr Palmer has entered into contracts to buy gas; he 
has set up a huge, great power station at Cape Preston and a desalination plant to provide enough water for this 
project. It is a massive project. Without his vision, that project would never have got off the ground. If any 
member does not believe this, they should go up to Cape Preston—it is about 120 kilometres west of Karratha—
and have a look. It is the most extraordinary project; it is huge. He had the fortitude to take the risks to get to 
where he has, and for his trouble he is denigrated by members of the opposition as some sort of fat billionaire. 
That is very unfair. 

What he has done has also paved the way for potential magnetite projects in the Mid West; a number of them are 
ready to go. They require a whole new range of technologies and a new set of investment decisions, so because 
of people like Clive Palmer we might have a very big magnetite iron ore industry in Western Australia. Yes, he 
made money out of it. What is wrong with making money? Making money is a very healthy way of going about 
life. I just wish I had made a bit in my life. 

Hon Sue Ellery: Don’t sell yourself short. 

Hon NORMAN MOORE: Let us just look at what happens with these companies after they have taken the risks 
involved in exploration, which is expensive and very rarely successful. They spend a lot of money on “proving 
up” an ore body and go through all the extraordinary processes of getting approvals. Eventually they get all that 
and they can write off a lot of their costs up-front. They go into production, all their costs are written off, and 
they start paying tax. They pay tax, the same as every other company in Australia, but on top of that they also 
pay to the state of Western Australia a royalty based on the value of the mineral, not on the profits. Whether they 
are making a profit or not, they still pay the royalties, so they pay twice—they pay for the product and they pay 
tax on the profits; and that is fair, in my view. That is what happens to everybody else. If one opens a restaurant, 
one pays up-front for the ingredients that one sells as part of the food package, and then one pays tax on the 
profits. The tax rate for restaurants is the same as the tax rate for mining, which is the same as the tax rate for 
banks and the motor car industry, except the motor car industry gets money shoved in the front end by the 
federal government—$3 billion, I think, to give us a hybrid car. That was the federal government subsidy to 
Toyota. That industry happens to be in Victoria and South Australia, where there is a strong union influence. Let 
us be a bit fair about this and acknowledge that although the mining industry is going through some good times, 
it has also been through some very bad ones indeed, and I have been exposed to that on many occasions. 

I digressed because I was provoked by some of the comments made by those opposite about the federal 
government’s resource rent tax. I desperately hope, for the sake of the Western Australian resources industry, 
that the Gillard government does not get elected, for two reasons. Firstly, I think that the deal it has done with 
Rio, BHP and Xstrata, the content of which nobody knows, will mean that those companies will pay hardly any 
tax. That is the scuttlebutt around town—those companies will not pay much at all but the others will pay a 
significant amount. There is serious pressure on the future of the magnetite iron ore industry. I desperately hope 
that that does not come to pass. Secondly, there is also scuttlebutt around the place that this is the deal the federal 
government did to get over the line. There is no justification whatsoever to say that oil, gas, coal and iron ore 
will be hit with this tax but no other mineral. There is no justification for that at all. I can see a future federal 
Labor government saying, “Actually, there is no justification for that at all, so let’s get rid of this anomaly and 
make it apply to everybody”. Then they will say, “We’re not making enough money out of this, because we’ve 
got to cover our deficits and our need to get ourselves into positive territory within a certain time,” so they will 
just invent a tax that will raise the money, and if the new tax does not deliver that, I can guarantee that the mark 
1 version will be resurrected. That will be desperately bad for the state of Western Australia. Mr Ripper says 
what a wonderful thing it is that the federal government is going to levy this new resource rent tax in Western 
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Australia, because we will get $2 billion back for infrastructure. The federal government is going to take 
$6 billion every year and we will get $2 billion back, and he thinks that is a good deal. The federal government 
just promised $2 billion for a railway line in Sydney. Who is paying for that? Probably the mining companies of 
Western Australia. Do members opposite think that that is a good idea? I have not noticed much enthusiasm 
from the other side. They are all out campaigning, and they need to, because people need to understand these 
things. The Labor Party needs to understand that the people of Western Australia do not like the notion of 
funding big projects in Sydney just because that is where the votes are. They do not like that. We work hard in 
Western Australia; people put in extraordinary hours in the resources industry. They make good money but it is 
hard work. Mining is risky business. It involves huge capital investment. It generates a lot of money at the 
moment, but it does not always do that. Banks, for some reason or another, always make significant money, 
regardless of the circumstances. Banks never seem to have a problem, but I do not notice the Labor Party taking 
them on. One can only ask why. 

I will conclude by saying that this bill will get rid of the concessions that have been in state agreement acts since 
the 1960s because of the circumstances of the time. By getting rid of that anomaly, we will receive another 
$300 million or so in royalties from those companies that export or sell fines on the world markets. I should also 
add that another bill will come through the Parliament in due course, which will quantify and outline the 
concessions that have been made by the government to the companies as a result of their decision to merge and 
amalgamate a number of operations. It may well be that those companies’ formal attempt to merge will not be 
agreed to by the various agencies in the European Economic Community. However, if that does not happen, they 
will still be able, under the agreement we have reached, to bring their operations closer together and get the 
benefits of sharing their resources and a range of other things of that nature. All those details will be available in 
another bill, which will change the state agreement acts to reflect this attempt by the companies to be more 
efficient. 

I thank members for their support. This is a good day for Western Australia because this bill is going through. It 
means additional revenue to the state, even though we will lose a fair bit to the other states, but that is good news 
for them. I should also add that when the next round of legislation is concluded, there will be a payment of 
$350 million to the state of Western Australia as a reflection of the new arrangements that have been put in place 
between the government and the companies. It is a good day for everybody, and I thank members for their 
support. 

Question put and passed. 

Bill read a second time.  

Committee 

The Chairman of Committees (Hon Matt Benson-Lidholm) in the chair; Hon Norman Moore (Minister for Mines 
and Petroleum) in charge of the bill. 

Clause 1: Short title — 

Hon ROBIN CHAPPLE: I have two questions. I understand the reason for this bill and the fact it is dealing 
with Goldsworthy–Nimingarra, Hamersley Range, Marillana Creek, McCamey’s Monster, Mt Bruce, 
Mt Goldsworthy, Mt Newman, Rhodes Ridge and Robe River because they are all part of the two corporations 
we are dealing with. Are there any proposals to deal with any other iron ore mines—not magnetite—that operate 
under the same rates of free on board or special rates? The one I referred to previously was the Fortescue Metals 
Group special rate to 2008. Is there any proposal to bring them in line with what is proposed here?  

Hon NORMAN MOORE: I believe this bill covers all state agreement acts where there is a concession. All 
other existing state agreement acts have Mining Act rates included in them, including FMG and Hope Downs. 
This bill removes the concession for all state agreement acts that contain a concession. All other state agreement 
acts in relation to iron ore have Mining Act royalties in them.  

Hon ROBIN CHAPPLE: The special rate that was established for Hope Downs, which was to be reviewed in 
2008, is that going to be looked at? Off the top of my head, I think the f.o.b. rate established was about 
5.68 per cent but it was a special concessional rate.  

Hon NORMAN MOORE: My advice is that the Iron Ore (Hope Downs) Agreement Act has Mining Act 
royalties in it, and always has. I am not aware of any special concessions. The honourable member may be right 
and I may be wrong, but I will have to take it on notice because nobody is aware of any concessions that the 
member might be referring to. My advice is that they are a Mining Act royalty.  

Clause put and passed. 

Clauses 2 to 23 put and passed. 

Title put and passed. 
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Report 

Bill reported, without amendment, and the report adopted. 

Third Reading 

Bill read a third time, on motion by Hon Norman Moore (Minister for Mines and Petroleum), and passed. 
 


