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IRON ORE AGREEMENTS LEGISLATION (AMENDMENT, TERMINATION AND REPEALS) BILL 2011 
IRON ORE AGREEMENTS LEGISLATION AMENDMENT BILL 2011 

Cognate Debate — Motion 

On motion by Hon Norman Moore (Leader of the House), resolved — 

That leave be granted for the Iron Ore Agreements Legislation (Amendment, Termination and Repeals) 
Bill 2011 and the Iron Ore Agreements Legislation Amendment Bill 2011 to be dealt with cognately. 

Second Reading — Cognate Debate 

Resumed from 23 November. 

HON JON FORD (Mining and Pastoral) [11.45 am]: The opposition support the Iron Ore Agreements 
Legislation (Amendment, Termination and Repeals) Bill 2011 and the Iron Ore Agreements Legislation 
Amendment Bill 2011. We support the main intention of the bills to apply a consistent royalty rate across the 
iron ore sector. That is very good and will bring a significant monetary benefit to the state government if we can 
avoid the federal government getting its hands on the money through the Commonwealth Grants Commission. 
We also welcome the amendments to facilitate the third-party crossings of railways. The new tenure clauses, 
with the minister’s consent, bring existing infrastructure tenure and applications under the state agreements, and 
assist the further facilitation and operation of future expansion plans. 

I make the point that during the briefings on the bills and in the second reading speech it was pointed out that 
BHP Billiton is to make a significant investment in developing an outer port. Some tenure arrangements come 
into play once the first stage is agreed to, after which the second stage can commence. I will touch very briefly 
on the exclusive use of owner infrastructure. All members are very well aware that there has been some debate 
about, and litigation in the courts over, what is commonly referred to as a junior miner accessing a major miner’s 
existing railway infrastructure. The junior miners argue that they should have access to infrastructure classed as a 
railway. I put on the record that I have some sympathy for the position of the majors because it is their 
infrastructure and they planned their future around that infrastructure when they built it. Therefore, it is a 
significant impost when someone else tries to forcibly gain access to the transport corridor. As I have said—I 
will not get into an extensive debate on it—it is not a railway in a process sense; it is a means of delivering a 
product to the customer. Accessing the rail forcibly through the courts is the equivalent of putting a valve in a 
pipe and choking it off. Doing that limits the ability of the major to expand and control a business on that export 
conveyer belt. I have no problem with the government, the proposed proponents and existing proponents 
negotiating and agreeing to access the infrastructure or developing common-user infrastructure and coming up 
with commercial agreements and designing the rail or port facility to allow the stakeholders to access that 
infrastructure. However, I have a problem with people trying to force their way into existing infrastructure that 
was designed for the benefit of the company that built it. The Department of Mines and Petroleum explained the 
government’s position, but I believe that there would have been an opportunity to put in this legislation an 
exclusive-use clause. I understand that the government does not want to engage in commercial law and leave it 
up to the courts, but I think that there is a good, strong argument for giving exclusive use to a project where there 
is existing infrastructure. 

We are also disappointed—the government will not be surprised by this—at the requirement to prepare a local 
participation plan and a community development plan, as we understand these plans will be secret between the 
government and the company only, or their publication will be at the government’s discretion. I ask the minister 
to respond to me whether that is the case. The reason we are disappointed is that we put smaller clauses into 
agreement acts, for instance on local content, that had absolutely no impact on local content. The only way we 
had any impact was when we insisted that Peter paid Paul—that is, the government wanted something and the 
miners wanted something, so the government used its levers and forced the companies into delivering. Argyle 
Diamonds is an example of where that lever was used. Now, of course, government and the public can put 
pressure on companies, which gets people talking about it and the community ultimately puts pressure on and 
companies feel that they have to perform. They say lots of nice things and talk about large amounts of money, 
which seem large to normal, everyday, knock-around Western Australians. We have heard BHP Billiton talk 
about it. For instance, a second reading speech I read recently mentioned that the community contribution from 
BHP Billiton over the past five years had been $150 million. However, that must be put in context with the size 
of and revenues from a project. The example I give is quoted in the same second reading speech of the proposed 
outer harbour expansion at a cost of between $15 billion and $20 billion over the next eight years. All of a 
sudden $150 million over five years does not sound that much. Having said that, I acknowledge that many 
companies are great at philanthropy and indeed at delivering services that government is usually expected to 
deliver. However, local content is about building capacity beyond what we are doing now. In the following 20-
plus years, who knows what the next big mineral find will be? However, we do need to build that capacity, 
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which can be very slow if governments do not use the levers they have available to put direct pressure on 
companies. Even though these bills are about a big expansion to these projects, the problem now is that a lot of 
the projects we are talking about are on brownfields. Yes, the plans will apply to new fields, but they will not be 
as effective if nobody knows what they are. This is like asbestos management plans that are kept secret: we do 
not know how anybody in asbestos management is performing, only the government knows. Oppositions and the 
media cannot be effective in doing their job, the public is kept in the dark and industry cannot see what it can or 
cannot do to make things better or whether it is making things worse. All of those matters can be applied to 
secret local content and community development plans. 

One of the other reasons we want to have a look at the plans is that the company’s vision for how it foresees the 
town in the future could be a complete mismatch to the community’s expectation. I understand that a motion was 
moved in the other place to make these plans public but that motion was defeated. I do not intend to move a 
similar motion in this place, as it would be just a charade or an exclamation mark on something that has already 
been voted on in the other place, as we know the government’s position. However, I make that point. 

I will give two examples to the house and then I will conclude my comments. Last week I visited the owner of a 
local Western Australian company that remanufactures air conditioner compressors. It was a great visit. It 
reminded me of a workshop I used to work at in the 1970s. It was nice to see that old fitter shops still exist, 
particularly in Western Australia. The company pulls apart old compressors, rebuilds them and puts them back 
out onto the market at about 40 per cent of the cost of new compressors; it is, therefore, good for the company. It 
puts them out remanufactured, better than new with a longer warranty at 40 per cent of the price, and with only a 
30 per cent greenhouse footprint. That is because nothing has to be melted, nothing has to be crushed and 
nothing has to be refurnished and remoulded. It is all about internal remanufacturing: stripping the compressors 
right back to their bare components, repairing and rebuilding them. Remanufacturing also gives apprentices and 
tradesmen a chance to build something from scratch. I can tell the house that it is hard nowadays to find a fitter 
who actually understands what is going on in a pump or a compressor that they have just changed. They have 
gone to a disposal life where they go to the manual that says, “If this is playing up, replace it with a new one.” 
So, they take out the compressor, go to the store, get a new one and whack that back in. The old one is either 
taken to the tip or, as it turns out, to a company in Western Australia that remanufactures. 

The owner of the company told me that if a company such as FMG—I use FMG as an example—gave him all its 
business for compressors, air conditioners, gearboxes, pumps and a whole lot of other components, with that 
amount of turnover it could deliver between 2 000 and 3 000 apprentices over four to five years. That apparently 
is about FMG’s target of people to cover its skills shortage. That is the sort of compounding effect that his 
company could have on future capacity building and that would meet environmental requirements. It is a good 
Western Australian company that delivers a cheaper and an as good as new or better product to the end supplier. 
The company has a whole lot of measures that it must overcome and the only way it can overcome them quickly 
is with government intervention. If it had Network Connect—or whatever the machination of that is at the 
moment—on the job, it could negotiate with project proponents and develop those relationships; and if these 
plans were open, we could ask them why they were not doing it. 

Interestingly enough, I think I am pretty well up to speed, but this guy at the company made me aware of a 
company near the airport that, as we speak, is actually remanufacturing haul trucks from scratch. I have said in 
this place before that there is no excuse for Western Australia not to be building haul trucks. The only thing we 
cannot build at the moment is tyres. We do not have heat-treating facilities for large items such as the chassis, 
but we could overcome that as well. The company at the airport is rebuilding haul trucks simply because people 
cannot order brand-new ones quickly enough. The company is in partnership with an engine manufacturer, a 
supplier and a builder, and they are remanufacturing haul trucks simply because people cannot get haul trucks on 
the international supply chain quickly enough. It is the same deal as with the remanufacturing company: it has a 
much smaller carbon footprint, it provides better apprenticeships for people who actually get to build and 
construct things from scratch, and it provides local Western Australian jobs. More importantly, it is about 
capacity building. I am glad that it has started, but it should be a lot bigger. 

Finally, we need to be much more forthright in interceding for local content and taking every opportunity that we 
can. The example I will give is one that I may have given once before, but I will give it again. A couple of weeks 
out from our first liquefied natural gas loading we ran out of seals. Here we had a multibillion-dollar project, 
with all the investors coming to see the first LNG shipment. It did not matter whether we had the ship there 
because we could not load. The lead time was 180 days. It was a Geraldton company that got us out of trouble. It 
made the seals for an absolute gnat’s breath of the cost that we were being charged by the overseas supplier. So 
that company got us out of trouble and it got the contract. A few years later I went to do an audit—I had been 
moved to another part of the company—and I had a look to see what was going on with that particular part of the 
business. I saw that it had gone back to ordering from overseas. Why was that the case, even though we had a 
Western Australian supplier? It was because a number of changes had been made within the supply chains in the 
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department, including system changes. On the download, it just defaulted to the original purchase orders, and the 
original purchase orders said Japan. There is nothing wrong with Japan, but I would have much preferred the 
jobs to be carried out in Geraldton. 

If something was made public about those plans, we could see how the companies are performing, and there 
could be some debate and pressure put on them—I am not talking about compulsory targets. If we can identify 
where the shortfalls are, we can ask why and get on with it. Why can we not trust the government to do it? It is 
because no matter how good a government is or how good its intent is, governments miss things. Many eyes pick 
things up. I do not know how the Liberal Party campaigns, but when the Australian Labor Party is campaigning, 
nothing goes out of an office until three sets of eyes have gone over it. That is in recognition of the fact that 
people miss things. The same principle should apply to these community action plans. In my criticism of how 
these plans are being managed, if it is indeed true that these plans are private or that it is at the government’s 
discretion whether they are released, I am not saying that companies do not contribute, or make a major 
contribution, to Western Australia and the Western Australian lifestyle, particularly in delivering amenity in the 
north west, and also in delivering amenity in the city. These companies help with theatres and the arts. They are 
major sponsors of the arts. They help sponsor sport. They are innovative with housing. Why the heck we do not 
just follow their lead is beyond me, but that is a debate for another day. 

Having said that, the main intent of the bill is to apply a consistent royalty rate across the iron ore sector. That is 
a very good thing. We are glad that the government took the opportunity it was given to do that. For the state 
overall, that is a great thing, and I congratulate the government on it. It is indeed a good deal for Western 
Australia. With that, I commend the bills to the house. 

HON WENDY DUNCAN (Mining and Pastoral — Parliamentary Secretary) [12.04 pm]: The Nationals 
will also be supporting the Iron Ore Agreements Legislation (Amendment, Termination and Repeals) Bill 2011 
and the Iron Ore Agreements Legislation Amendment Bill 2011, believing that it is a good outcome for the state 
to be able to see not only the royalty increases, but also, of course, as Hon Jon Ford noted, the consistency across 
the sector. We are dealing with two bills cognately, and the bills deal with the state agreements for both BHP 
Billiton and Rio Tinto. However, they contain some common clauses. I guess the major clause of interest is the 
royalty increase—the variation of the agreements to allow increased royalties for iron ore fines on a staged basis, 
and other amendments to facilitate BHP Billiton and Rio Tinto’s Pilbara operations and expansion programs. 
The phased increase in royalty rates for fines ore will increase from 5.625 per cent to 6.5 per cent from July 
2012, and to 7.5 per cent from 1 July 2013, to be the same as that for lump iron ore. These changes will also 
bring royalties for fines ore into line with fines ore as per the proposed changes to the Mining Act 1978, which 
are also being raised on a staged basis. The Treasury has calculated that these increases will increase net royalty 
income across the iron ore industry by $1.9 billion over the next three years. That is a very timely increase in 
funding for the state government, at a time when it is under pressure to build the infrastructure and provide 
support in amenity and community services in those mining regions and in the state in general. 

Another one of the common clauses between the two bills is the introduction of the requirement to prepare a 
local participation plan and a community development plan. Both BHP and Rio largely do this anyway, and I 
agree with Hon Jon Ford that both these companies make an enormous contribution, not only in the regions 
where they are operating and their towns, but also in the city. Anyone who went to see the Canning Stock Route 
exhibition recently will have seen an example of that. It was an amazing exhibition that would not have got off 
the ground without the assistance of the major mining company concerned. The introduction of this requirement 
into our state agreements is pretty important going forward. It is excellent that mining companies make a major 
contribution, but some do so more than others. There are examples of mining companies perhaps using precious 
resources, which then makes it very difficult for government to provide what is essential for the growing 
communities in that area. So this provision certainly will help. 

The third common cause is the strengthening of provisions to facilitate third-party crossings of railways built 
under state agreements by providing for the minister to determine whether there is undue prejudice to and 
interference with the company’s operations, subject to prior consultation with the state agreement company. This 
is a necessary clause to ensure the timely development of some of these projects. It is fine for government to be 
blamed at times for the slow approval process, but in many cases it is out of the hands of the state government to 
expedite these approvals when there are disagreements between major companies over this key infrastructure 
and how it interacts. 

The fourth common clause contains amendments to enable the minister to waive a consent requirement under the 
special railway licence provisions of the state agreement in circumstances in which it has not been possible to 
reach agreement with an affected landholder who has a miscellaneous licence for railways, and when consents 
have been obtained or a determination has been made under the Mining Act. That relates to the previous clause. 
There are new tenure clauses to provide the company the ability, under special circumstances and with the 
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minister’s consent, to bring existing infrastructure tenure and applications under the state agreement and for the 
company to apply for and, if necessary, have granted, tenure to be used for state agreement purposes before it 
submits proposals. Those common clauses apply to both the Iron Ore Agreements Legislation Amendment Bill 
2011 and the Iron Ore Agreements Legislation (Amendment, Termination and Repeals) Bill 2011. 

The Rio Tinto bill particularly relates to 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 
(Mt Bruce) Agreement 1972; the Iron Ore (Yandicoogina) Agreement 1996; and the Iron Ore (Hope Downs) 
Agreement 1992. These agreements are amended to enable Rio Tinto to undertake its announced 
333 million tonne a year expansion program in the Pilbara, which is planned to be achieved by 2015 and which, 
through an expansion of mines, port and rail, will be an investment of about $15 billion in that region. There are 
some key amendments to assist with that expansion program.  

In respect of BHP Billiton, the agreements in question are: the Iron Ore Beneficiation Agreement; the Iron Ore 
(Mt Newman) Agreement 1964; the Iron Ore (Mt 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. These changes will help facilitate BHP’s current expansion programs. It is 
proposing to expand its Pilbara iron ore operations from the current capacity of 250 million tonnes per annum to 
350 million tonnes per annum by 2020, including a new harbour at Port Hedland. Current estimates place the 
value of the expansion requiring an investment of between $15 billion and $20 billion. There are clauses that 
relate not only to the expansion of the company in its iron ore regions but also to Port Hedland, to facilitate the 
port expansion. 

The additional royalties are greatly welcomed in this state, but I cannot finish without noting the machinations 
and gnashing of teeth at a federal level. Our Prime Minister has even written to Tony Windsor to talk about ways 
of penalising states for increasing royalties because of its commitment to reimburse mining companies under the 
fairly flawed minerals resource rent tax arrangements. Under the current arrangements, Western Australia may 
well see an adverse impact on its GST share and in Infrastructure Australia grants. It is pretty interesting to note 
that there was actually a motion in the other house, unanimously supported by all sides of our Western 
Australian Parliament, calling for a floor in the GST of 75 per cent. That was debated and supported 
unanimously in the other house. But when a very similar motion was put to the House of Representatives in 
Canberra by Tony Crook, the Western Australian National Party member for O’Connor, where were our intrepid 
Western Australian representatives? They were all sitting timidly on the “no” side of the house, doing the 
bidding of their masters from Sydney and Melbourne. The Liberals voted with Labor, the Greens and the 
Independents to allow this key source of income for states that are under pressure to provide infrastructure to 
support mining demands to be available to be raided by the less productive states who dominate our federal 
Parliament. I think there is a salutary lesson there for us all. We are elected to Parliament to represent our 
constituencies, and Tony Crook has done that, courageously and fiercely, in the House of Representatives. He 
put a motion, which the Western Australian Parliament had unanimously supported. I do not know if any 
members saw a photograph of the House of Representatives on the day the motion was voted on, but Tony 
Crook and Bob Katter were sitting on one side of the house, and all the other members of the House of 
Representatives were on the other side—Labor and Liberal Western Australian members—failing to stand up for 
their state. 

I think that is something we need to continue to fight for from the Western Australian point of view. In the 
meantime, the National Party supports these two bills. 

HON ROBIN CHAPPLE (Mining and Pastoral) [12.14 pm]: I rise to speak on the Iron Ore Agreements 
Legislation (Amendment, Termination and Repeals) Bill 2011 and the Iron Ore Agreements Legislation 
Amendment Bill 2011, which will amend 11 state agreements. The Greens will support the passage of these 
bills, but I flag to the Leader of the House that there are a couple of questions I want to ask to seek some advice, 
and I do not necessarily want to go into Committee of the Whole. 

I suppose it is well known that the Greens do not support the notion of state agreement acts, for a number of 
reasons. More recently, it has been found that some elements of industry also have problems with state 
agreement acts. First off, I want to thank the Department of Mines and Petroleum, the minister, Rio Tinto and 
BHP Billiton for briefing my office on these bills to apprise us of what BHP and Rio are seeking in the outcomes 
of the passage of these bills. 

As has already been stated, royalties on fines ore will increase from 5.625 per cent to 6.5 per cent by July 2012, 
and then increase again from 6.5 per cent to 7.5 per cent by 1 July 2013. This will bring it into line with the 
current price of lump, so all the iron ore will be going out at that royalty rate. As far as the Greens are concerned, 
there are a number of other minerals that need to be reviewed as well. 
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The fundamental problem we have always had with state agreement acts is that a lot of what goes on with 
them—including water licences, a range of other issues and, as we have already heard, the processes to be 
arranged under the local participation plan—takes place behind closed doors, with very little ability on the part 
of the public or, indeed, the Parliament, to find out what is going on, because these are commercial-in-
confidence arrangements. 

We have had enormous environmental problems in the past that have arisen from a number of major projects 
operating under state agreement acts. I need only refer to the red mud debacle many years ago, when the 
community was kept in the dark about the damage caused by those ponds through a lack of proper environmental 
process until, eventually, the damage was glaringly obvious and consequently cost the state and industry a huge 
amount of money in trying to fix up the problems. That happened because we were not able to find out what was 
going on. 

No Parliament in this day and age should consider entering into state agreement acts. The Greens do not believe 
that they provide transparency or clarity to the community or the Parliament. Indeed, in many cases, an 
expanding industry and a diversity of users are actually putting constraints in the way of development. A no 
more poignant example is the recent incident in which FMG denied Roy Hill access across its rail line. 

State agreement acts are an outdated method of attracting investment, and we have never had the full truth about 
the implications of major state agreement acts in Western Australia. State agreement acts, by way of controlling 
parts of the bureaucracy and process, almost keep the empires running; however, not many other countries have 
systematic methods for assisting individual proponents and major projects as we do in Western Australia.  

In 2002–03 the Michael Keating report recommended to the then government that the state cease using state 
agreement acts, for a range of reasons, including the fact that sectors of the industry were complaining about 
state agreement acts.  

I now want to touch on what the two bills that we are considering deal with. One of the things that they deal with 
that most probably arises out of our concern is the termination of the beneficiation agreements. In its attempt to 
build the hot briquetted iron ore plant, BHP Billiton complied with the intent of the state agreement acts. I 
understand that some aspects of the beneficiation agreements are still to be established in a couple of Rio Tinto’s 
developments. I understand that that is an ongoing process. It will repeal three processing acts and ratify 
termination agreements. There are six common clauses across BHP’s and Rio’s state agreement acts. 

One of the issues that we will come to in a moment that I really want to ask some further questions on relates to 
the minister’s determination of undue prejudice and interference regarding the crossings over railways, the 
special railway licence consent waiver and general tenure clauses. Also, the bills deal with matters that relate to 
rating provisions. Some amendments have already been made to the newer state agreement acts. No amendments 
have been made to these state agreement acts but a working group is now looking at the rating provisions. In 
discussions with the companies, it became apparent that the rating provisions that were being looked at were for 
fixed buildings. In trying to tease out from the corporations what these were going to be, it was determined that 
if the development was a fixed development—that is, a workshop—it could be rated, but if it was a crusher 
building, say, at Port Hedland or down on East Intercourse Island near Dampier, they were considered to be 
movable yet they are about four times the size of a loco workshop or any other building. When it comes to the 
jetty system and the dolphins associated with the Rio development, we understand that they would not be 
included in those rating provisions. I hope that the working group looking at these rating proposals—I 
understand there will be a three-year pilot—will take on board the concerns of local governments and, indeed, 
the broader community that for many years companies have been absolved from paying rates to local 
communities under state agreement acts. I am reminded of some of the deep, dark distant days when I was a Port 
Hedland town councillor. As part of the council we wrote to the then Mt Newman Mining seeking rates. We got 
a response somewhere along the lines of, “How many more peppercorns do you want?” That was the nature of 
the iron ore industry under the original state agreement acts many years ago. It really did thumb its nose at local 
government. I would be really interested to see how this working group looks at this development. I will be 
trying to seek from the minister some further understanding of what has been proposed and how that will come 
about. 

When it comes to the minister stepping into play without any undue prejudice or interference, that has clearly 
arisen as a result of the FMG Roy Hill debacle, which, from my understanding, cost the developers of Roy Hill 
about an extra $140 million as a result of having to go around the FMG rail line because they could not cross it.  

I now want to touch briefly on the clause in the Iron Ore (Hamersley Range) Agreement Act that relates to the 
special rail licences. Under subclause (3) of the SRL provisions, which is consistent with the SRL state 
agreement provisions, developers must liaise with all affected titleholders and obtain their unconditional and 
irrevocable consent before they can be granted a special licence. This creates a problem because a small 
corporation, a small interest, may not negotiate. Notwithstanding the fact that the minister may determine undue 
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prejudice and interference, it appears that it would be far better if the arguments in this area were dealt with by 
the Mining Warden as opposed to this other system. The current SRL provision effectively allows third party 
landholders, no matter how small their interests, to delay or prevent the issue of an SRL and to seek leverage for 
unrelated commercial outcomes from the state agreement party seeking the special rail licence. Potentially, these 
commercial outcomes could take the form of money, unrelated contractual concessions or demands for 
infrastructure assessment. This is true when the state agreement acts proponent seeking an SRL offers adequate 
compensation for prudential or injurious impact. Under the current provisions the only available recourse is 
either to concede to the demands of the landholders or seek political support from the state to facilitate consent. 
However, as the state has no legal power to force the consent, facilitation by the state is largely political in nature 
and has not proved especially effective in cases when it has been sought. I would really like the minister to give 
us an idea of whether these areas will be looked at at some stage.  

The lack of legal power of the state to oblige landholders to provide consent in appropriate circumstances has the 
potential to work unreasonably against the state’s interests in a number of ways. The entire Western Australian 
mining regime and industry policy under the iron ore state agreement acts is predicated on the principle of third 
party land access for infrastructure purposes; that is, rail, road, and the rest. The ability to refuse consent without 
having to meet at least some form of threshold test to establish prejudice or damage should be viewed as 
inconsistent with the spirit of the mining regime in the state or the Mining Act. This occurs because we are 
operating in a state agreement environment. If we were operating under the Mining Act, we would immediately 
take it to the Mining Warden’s court, which can make a determination quickly, judiciously and in the best 
interests of the state and the parties concerned, and can rule out vexatious or less than genuine impedance to their 
development. The ability to refuse consent to land access via a special rail licence should be seen as an 
unacceptable form of land banking. As the minister will know, I have long held the view that mines that land 
bank or hold land tenure for a long period should operate on the use-it-or-lose-it principle. I note in discussions 
with Rio Tinto that we talked about the land tenure issues that arose from the Cazaly issue. I inquired whether 
Rio was still sitting on those tenements and seeking exemptions from expenditure, to which they very quickly 
said, “No; we’ve just changed. We are actually now putting in expenditure provisions and moving on with the 
development of those parcels of land.” I think that is a good thing. But for many years Rio sat on that land and 
warehoused it.  

The ability of one landholder to withhold consent can result in significant financial damage to the state itself in 
the form of lost royalties, and to third parties, by refusing to provide consent to a non-exclusive form of tenure 
such as a special rail licence without requirements to justify the refusal to consent. Cooperation between 
landholders in the Pilbara iron ore province is a legitimate expectation of the community to derive wealth and 
development for the benefit of the state if landholders are allowed access to land for infrastructure arbitrarily, 
without consent. The orderly and planned development of the Pilbara will not be possible without consequential 
loss to the state of development and royalty opportunities. I still think, from my understanding of the original 
Hamersley Iron state agreement act, that the provisions in the act and, possibly, some of the early BHP acts, need 
to be amended to stop vexatious or inappropriate use of land banking, which causes the state agreement acts a 
significant problem.  

I hope the gridlock of infrastructure development in the Pilbara that can occur from this is something that the 
government will be looking at in the future. The companies have raised this with the Department of State 
Development in their negotiations around this and it has not been dealt with. It also tends to highlight to me 
again the problems associated with state agreement acts. When they were initially established between one or 
two major corporations and the state, it was fine. As competition has grown, we are now seeing the anti-
competitive nature of state agreement acts in being able to work against the interests of other proponents and, 
indeed, the interests of the state. It highlights to us, again, our belief that state agreement acts are not in the best 
interests of the state, not in the best interests of most of the corporations, not in the best interests of transparency, 
not in the best interests of the environment and/or not in the best interests of social development within the 
Pilbara.  

It was also interesting, as an aside, in catching up with the two major corporations, that even the mining boom is 
having an effect on state development. One of the things that I think was always acknowledged was that when 
Des Kelly, Jim Limerick, Noel Ashcroft and many other people worked for the Department of State 
Development, an incredible source of knowledge was contained within those people. As they have gone and 
others have moved out of State Development into the mining industry, a sort of general comment has come from 
industry that the history of many of the state developments is not as well understood now within the department 
as it would have been a few years ago.  

I think we also need to touch on the fact that when it comes to the Rio agreement acts, part of the issues being 
looked at to fulfil the downstream processing requirements is the use of Marandoo water, dewatering being re-
injected into the South Fortescue bore field and the potential for Bungaroo to connect into the Millstream 
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headworks and provide water into that area for the general community as an offset. I have long held the view that 
in the Pilbara, especially the central Pilbara, there is an issue of wasting significant state resources in dewatered 
mine water. There is nothing more pertinent than the water that is currently flowing down the Weeli Wolli Creek 
as a result of the dewatering of Hope Downs and mining area C. I hope, again, that the government will look at 
that in terms of a requirement of the state agreement partners to not waste a valuable resource. Until recently, we 
were considering building more desalination plants on the coast. If we tapped into that wasted water, we would 
have the surplus water we need. In Port Hedland it is difficult to establish housing because there is not enough 
available water in terms of the provision of licences for the new houses being developed in that town. Better 
water management across the Pilbara would be beneficial to all parties. But the issue really is that when those 
companies operate under state agreement acts, it is very difficult for the state to impose a new direction in 
agreements that can be amended only by the acceptance of both parties. I understand that Rio is negotiating an 
extension of the four-term extension for downstream processing at Yandi as a result of that. I am not sure what 
stage that is at, but it might be worthwhile if the minister is able to advise the house where that negotiation is at. 
That is part of the agreement that will offset the need for the further downstream processing as outlined in the 
state agreement acts.  

When it comes to Yandi, I believe there is a real need for both corporations, BHP and Rio, to be able to work 
more collaboratively. I do not know what ability the state has through its state agreement acts to look at long-
term mine planning for the Yandi-confined iron ore deposit, because two corporations are working in Yandi 
under two separate state agreement acts. At the end of the day, we will have two management plans and two end-
of-life mine plans for ostensibly the same ore body. Obviously, when Rio and BHP looked at some of their 
amalgamation issues and went off around the world to the various nations to look at the competitive nature of 
that, they lost hundreds of millions in investment looking at those programs. Unfortunately, Yandi is one of the 
areas where the ability of those two corporations to work in cohort and consent would breach the competition 
law, and I do not know how we can get around that. But I think if we could get those two corporations, which 
quite clearly, in my view, understand the need to work together on that ore body but are constrained by 
competition law, it would be interesting to note what the government, through its state agreement provisions, can 
negotiate to assist an orderly development of that ore body.  

That is about it from me. I think that when we look at some of the prospecting companies out there that are now 
getting in the way of SRL developments, there needs to be a better way. I believe the Warden’s Court needs to 
come into play in that. I am aware of one particular corporation that is being particularly vexatious and holding 
up developments of special rail licences. Under the state agreement acts there is no appeals or arbitration place at 
the moment and I think there must be some method under either a ministerial directive or the state agreement 
acts themselves to prevent land banking, or there could be the provision that state agreement act companies can 
actually take these vexatious issues to the Warden’s Court, because the Warden’s Court sorts these out real quick 
for the mining industry. On that, thank you very much indeed. The Greens (WA) will support the elements of 
these amendments and I again put on the record that the day this state gets out of state agreement acts will, I 
think, be a great day for the state, a great day for industry and the way to go for the future. 

HON NORMAN MOORE (Mining and Pastoral — Leader of the House) [12.42 pm] — in reply: I thank 
members who have spoken for their support for the Iron Ore Agreements Legislation (Amendment, Termination 
and Repeals) Bill 2011 and the Iron Ore Agreements Legislation Amendment Bill 2011. Quite obviously, the 
fundamental benefit to the state of Western Australia is a significant increase in royalties and that will be of great 
benefit to the Treasury of Western Australia as we go about seeking to deliver the goods and services that the 
people of Western Australia require from their government. I will come to the issues raised by Hon Wendy 
Duncan later on as I get to those comments I wish to make, because there are some issues surrounding the GST 
redistribution that could come into play with decisions such as the one we are making now. However, I will not 
suggest that the National Party might have a vested interest in this legislation going through, because that would 
not be nice! Therefore, I will not suggest that that is the case at all. 

As has been mentioned, the royalty rates relate to iron ore fines. This time last year we passed some legislation 
to increase royalties on iron ore fines and we are having a second go at this time of year. I do not quite know 
why it is that state agreement acts always seem to turn up on the last sitting day of Parliament, but it seems to be 
a historical fact, not just with this government, but with previous governments as well. I guess the view seems to 
be that because we cannot amend them, we might as well just knock them off in a hurry at the finish of a session. 
But they are important legislation and they relate to very significant future investments by the two major iron ore 
companies, BHP Billiton and Rio Tinto. Both companies have very significant investment programs going 
forward and this is a good time for the government to deal with the issue of the concession on royalty rates that 
has been in place for many years in relation to fines. These bills provide for a phased increase in the royalty rates 
for fines from 5.625 per cent to 6.5 per cent from 1 July 2012 and from 6.5 per cent to 7.5 per cent from 1 July 
2013. That staged increase, if I can put it that way, of royalties on iron ore fines will take place over that period. 
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It needs to be made very clear, particularly to some federal politicians, that in a sense this does not necessarily 
represent an increase in royalties; it is in fact a removal of a concession. If we go back in history and look at the 
iron ore agreements that began in the 1960s, there was at that time no demand for iron ore fines and so there was 
a concessional rate, from a royalty perspective, for iron ore fines, and that reflected the situation at the time. I 
agree with the sentiment that some people have expressed about the fact that state agreement acts require both 
sides to agree to a variation because what has happened, of course, is that in order to raise the royalty rates from 
the concessional rates that were in place from the past, it has been necessary to reach agreement with the 
companies; the government cannot simply arbitrarily make a decision to increase royalty rates. It could legislate, 
but it would be a very significant sovereign risk issue if a state government chose, through its Parliament, to 
unilaterally amend an agreement between the government and a company. Therefore, what has been required is 
for the government to negotiate with the state agreement act companies in order to reach agreement about any 
variations. Quite obviously, the companies are not that fussed about paying more royalties and therefore it is 
necessary, as these state agreement variations attest, for the government to agree to certain requests from those 
companies in order for them to agree to the increase in the royalty rate. The bill before the house will be of 
significant benefit to the state financially, but will also provide some benefits for the companies as they go into 
this period of significant expansion. 

Hon Jon Ford raised the issue of third party access and mentioned—I think I have got his words correct—that he 
has some sympathy for the majors, and I have to say I agree with him. I have had some sympathy for the majors 
on this as well, just from the very simplistic point of view that if a company develops the infrastructure that those 
major companies have developed and someone else comes along and wants to use it, it can have a significant 
impact on those companies’ capacities to operate their projects. But the bottom line is that when the state 
agreement acts were brought in to effect in the 1960s, a clause was put in most of them that required third party 
access to railway and ports subject to the economic effect of a third party using those railway lines or ports. Hon 
Jon Ford is quite right in saying that there has been a lot of litigation over the years about this and it continues, 
and it is interesting the way some of the players are currently operating in the world of the courts about third 
party access. Fortescue Metals Group is very actively seeking to get third party access to Rio infrastructure. At 
the same time, I think there are probably people taking action against FMG to have third party access to its 
facilities. Therefore, it is quite interesting how companies have taken different points of view on this matter 
depending on the circumstances at the time. The state agreement act variations that we are discussing today do 
not really affect third party access. It is not something that is happening here other than with the issue about 
where railway lines cross over and giving the minister greater authority to deal with those problems. 
Fundamentally, the issue of third party access is contained in the state agreement acts and it is really, in my view, 
for the courts to decide how those particular provisions will play out on the ground.  

While Hon Jon Ford spoke I wrote a note to myself that reads “Are you seeking further amendments?” I do not 
know whether he was suggesting that we should make some amendments to state agreement acts to give the 
majors more certainty about keeping third party proponents away, or whether he was suggesting that we should 
recognise the current situation.  

Hon Jon Ford: I raised the issue with the department but that was not the case; it is a policy to not get involved 
in issues that are dealt with through, I think, the Australian Competition and Consumer Commission.  

Hon NORMAN MOORE: I think that is a sensible approach from the state government’s point of view. Much 
of the commercial issues surrounding competition between companies is dealt with by federal law. Bearing in 
mind that the state agreement acts were written in the 1960s, it is probably necessary for the legal processes to 
play out. But there have been some slight changes in recent times. I think the Goldsworthy line is now available 
for third party access and is still part of the BHP operations. Some progress is being made. I would have thought 
that with Rio Tinto’s and BHP Billiton’s significant expansion in the Pilbara, there is probably no room on their 
railway lines or ports to let anybody in anyway even if they wanted to.  

Hon Jon Ford: It does not stop people from trying, though.  

Hon NORMAN MOORE: Of course. The proviso has to always remain that third party access can be allowed 
only if it does not adversely affect the economics and viability of the company that built it in the first place. Of 
course, there has to be a proper charge for the use of those facilities that reflects the commercial realities of 
having two operators using the same facilities. It is interesting, however, that we will finish up with five or six 
different rail systems in the Pilbara—possibly even more than that—because most companies feel much more 
comfortable in having complete control of their own mining operations, railway systems and port infrastructure. 
When we looked at the amalgamation of BHP and Rio, we discovered that, interestingly, both companies had 
different rail system operations and they could not share because they had different size ore wagons; they were 
not compatible from a technical point of view. There are all sorts of questions in respect of that.  
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Hon Jon Ford’s main comments related to this issue of local participation plans. The inclusion of provisions for 
local participation plans in the state agreement acts is a step in the right direction, but it does not go far enough, 
according to Hon Jon Ford. I understand where he is coming from in respect of that. It is now a requirement for 
these companies to sit down and have local participation in their activities. Companies are to inform the 
government of the contents of their local participation plans, just as they are required to provide the government 
with information on their community development plans. Having those provisions in the state agreement acts is a 
step forward because it focuses companies’ attention on what it is necessary, from the government’s point of 
view, for them to do with local participation. As described in the explanatory memorandum, clause 7E of the 
Iron Ore Agreements Legislation (Amendment, Termination and Repeals) Bill 2011 requires — 

… the Company to prepare a plan which describes proposed strategies the Company will use, and 
require a third party supplier to use, to maximise the uses and procurement of materials and services 
within Western Australia. 

This plan is to include detailed information on the procurement practices the Company will adopt in 
calling for tenders and letting contracts and how such practices will provide fair and reasonable 
opportunity for suitably qualified Western Australian suppliers, manufacturers and contractors to tender 
for works, materials, plant, equipment and supplies.  

This plan is also to include details of the communication strategies the Company will use to alert 
Western Australian suppliers, manufacturers and contractors to services opportunities and procurement 
opportunities 

At least 6 months before the anticipated submission of proposals relating to a proposed development, 
the Company must give to the Minister information about the implementation of this plan in relation to 
the proposed development 

Provision is also made for amendment of the Local Participation Plan or adoption of a new plan as 
requested by either the Minister or the Company. 

The companies are obligated to provide that information to the government. Hon Jon Ford asked whether we can 
trust the government. Sometimes we really have to, because governments make lots of decisions —  

Hon Jon Ford: I did qualify that.  

Hon NORMAN MOORE: I understand that; it was a rhetorical question. Just as a quick aside—Hon Jon Ford 
will be aware of this—when it comes to the Department of Fisheries defending the sustainability of its fisheries, 
the non-government organisations who want marine parks everywhere say, “We can’t trust the government 
because the fisheries department is part of the government and that’s what they would say, wouldn’t they?” 
However, the department has expertise and we should accept their expertise.  

Our government has the same determination as the opposition to ensure that local industry can participate in the 
mining industry. We do not have a different view at all. We do not believe in mandatory requirements, in any 
legislation, for all goods and services to be accessed from within Western Australia. We do not believe that it 
should be mandatory and nor does the Labor Party, to my knowledge. Indeed, the federal Labor Party has the 
same view. I have heard Martin Ferguson speak on this issue on a few occasions and he does not think that it 
should be mandatory.  

Requiring companies to produce these plans and provide them to the government forces companies to give 
serious consideration to what they are doing and gives the government the capacity to do something about it if 
they are not doing what the government thinks is appropriate. It does not mean that the government can make 
companies do anything; as we said, we are not into mandatory requirements. However, the government can use 
its influence in many, many ways to convince companies that they may not be doing the right thing in respect of 
local participation.  

Let us gain some understanding of what these companies have been doing to facilitate local participation in 
Western Australia. If we look at BHP’s contribution to local content, we see that last year BHP Billiton Iron 
Ore’s reported local content contributions to Australian businesses for goods and services was $7.4 billion, 
which was around 88 per cent of its total operations and gross spend. The contribution to Western Australian 
businesses was in the order of $6.6 billion, which was 78 per cent of its total spending. BHP Billiton employs 
175 apprentices and trainees. That is not a bad contribution to the state’s industries and businesses as they 
operate within the state. It is fair to say that the iron ore companies—I will talk about Rio in a minute—access 
local content far more than some of the oil and gas companies operating off the coast. Last year, Rio Tinto Iron 
Ore reported that its local content contribution to Australian businesses for goods and services was 
around 92 per cent of its total $6.7 billion operations and gross spend. Its contribution to Western Australian 
businesses was $5.6 billion, which was 84 per cent of its total spending. Rio employs 298 apprentices and 499 
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trainees. They are not bad figures when we think about it and that is something we should acknowledge and 
recognise. I will come back to the community development plan in a moment.  

Hon Jon Ford asked why these local participation plans will not be made public. The Premier said in the other 
house that he was prepared, with the agreement of the companies, to give reports on the implementation of these 
plans to Parliament from time to time. That is a sensible approach when we bear in mind that much of what will 
be contained in these plans will be highly sensitive from a commercial point of view. The requirement to make 
public the agreements may significantly disadvantage some companies. The Premier’s commitment to work with 
the companies to make information available as we are able to, and at the same time avoid commercial-in-
confidence problems, is the way to go. It should be recognised that having provisions for local participation 
plans within the state agreement acts to require companies to inform the government is a move in the right 
direction. The provision of that information publicly, when it is agreed that it can be made public, is the way 
forward. I will come back to the community development plans.  

Sitting suspended from 1.00 to 2.00 pm 

Hon NORMAN MOORE: I was responding to some of the comments that Hon Jon Ford made during his 
speech. I was talking about the local participation plans and the issue of local content. Hon Jon Ford raised a 
number of issues that relate to companies that he has been involved with. I have great sympathy for the 
arguments that he put forward, because it makes a lot of sense if we remanufacture a whole range of mechanical 
equipment and so on in Western Australia. I hope that the comments he has made will be taken on board by 
companies that are seeking to purchase equipment such as, in that case, air-conditioning compressors and haul 
trucks, and that we seek to develop within Western Australia an industry surrounding the refurbishment, if you 
like, of equipment. That seems to make a lot of sense. He was perfectly right when he said that we live in a 
disposable world. It is tragic to think that if anything goes wrong with someone’s car, a big part is just taken out 
and thrown on the tip and another part is put in, as opposed to trying to fix it. I guess it saves on labour, but it is a 
serious waste of resources. 

I am not sure whether I should say “you” or “Hon Jon Ford”, as you are the same person, Mr Deputy President. 
How do I do that? You would reckon I would know by now! 

Hon Kate Doust: You’ve been here long enough; you should know. 

Hon NORMAN MOORE: I know. 

The DEPUTY PRESIDENT (Hon Jon Ford): Order, members! I am the Deputy President. 

Hon NORMAN MOORE: Hon Jon Ford was saying that remanufacturing is a good thing. I was just reminded 
of a factory that I opened in Welshpool in the eastern suburbs. The company remanufactures shovel teeth for 
mechanical shovels. It is a very highly specialised business. As members will be aware, these big shovels are 
used to dig up iron ore and the teeth wear off quickly. In order to weld them back on again, I think it requires 
seven welding processes per tooth to attach them. This particular company has a big stack of these shovels out 
the back waiting to be remanufactured, if you like. It is a real niche market. This company is going well; it was 
employing nearly 40 people and looking to employ another 40. If we start looking around, we can find a lot of 
those little companies in Hazelmere and Welshpool, and they are all riding on the back of the resource sector. 
Although we are perhaps not getting the amount of manufacturing or the fabrication that some people might 
want, a huge amount of activity is going on in those suburbs to provide services to the resource industry. A lot of 
little niche businesses are developing that are doing extraordinarily well at present. It is not all doom and gloom. 
In fact, it is very encouraging to look at a company such as Ausdrill Ltd, for example, which is in Canning Vale. 
Ausdrill started as a small company in Kalgoorlie and is now a huge international company, employing many 
thousands of people and employing absolutely state-of-the-art technology for drilling equipment. Anybody who 
wants to hear some really good news ought to visit Ausdrill in Canning Vale, because it does a marvellous job. 

That will probably do me on the issue of local participation plans, other than to say that I think these state 
agreement act variations will take us a step forward in understanding better what the companies are doing about 
local participation. 

The other issue that is new is the community development plan. I have to take a bit of exception to the comments 
made by Hon Robin Chapple about the history of the iron ore companies and how they said, “How many 
peppercorns do you want?” or something like that. Back in the 1960s—I remember it well—these companies 
began from absolutely nothing, with not one skerrick of infrastructure in place —  

Hon Sue Ellery: I was born in 1962. 

Hon NORMAN MOORE: I am pleased to hear that; I think that is very encouraging. 
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I was around in 1965 or thereabouts when these companies began; at the time they were Hamersley Iron and the 
Mt Newman Mining Co Pty Ltd. I know what Port Hedland looked like before work began on the Mt Newman 
railway line. I also know that there was no such thing as Dampier or Karratha. I know about Karratha station 
because I launched a book about the history of Karratha station pre-Hamersley Iron. It is a fascinating story. We 
had Wittenoom and Roebourne, and that was about it. There was no infrastructure whatsoever. The iron ore 
agreements that we are talking about today that will be amended were put in place by the then government to 
give these companies the security of tenure they needed to extract and export the iron ore, and in return they paid 
for all the infrastructure. They built the towns, the houses, the hospitals, the schools, the roads, the power 
stations and the water supplies. They built everything out of their own resources. In exchange for that, they did 
not pay local government rates, which was a pretty fair deal for the local government and for the state, because 
everything was provided and, ultimately, when the towns were no longer private company towns, all the assets 
were given to the state or the local authority. 

I now turn to what those companies are doing now. They continue to put money into those communities. Rio 
Tinto’s contribution to the local community last year was $74 million. That includes contributions to a range of 
medical, educational, recreational and community infrastructure. It is a significant employer of Aboriginal 
people, with nine per cent of its workforce being Aboriginal people. Last year Rio awarded goods and services 
contracts worth $180 million to Western Australian Indigenous businesses. I keep making the point that the 
mining industry, which is much maligned by some sections of our community, is in fact probably the biggest 
employer of Aboriginal people in this state and is providing real and meaningful employment. Mining 
companies are doing that not because they want to make some sort of statement from a political perspective, but 
because they believe it is in their best interests and in the interests of those communities. I give a lot of credit to 
the mining companies for the work they do with Aboriginal people and for the amount of money they are 
spending in local communities. BHP Billiton, on the other hand, has contributed about $150 million over the past 
five years. Its major infrastructure investments include childcare centres, recreation facilities and the upgrade of 
two education facilities. Last year BHP Billiton awarded contracts for goods and services worth about 
$115 million to Indigenous businesses. It employs around 650 Aboriginal people. 

Again, these companies are making, and will continue to make, a significant contribution to the communities in 
which they operate, but with these new agreements, they will be required to develop a community development 
plan and make that available to the minister. That is a step in the right direction. To a certain extent it basically 
formalises the situation that exists in the Pilbara.  

Hon Wendy Duncan indicated that the National Party supports the bills. She talked about the various common 
provisions of the legislation. I will not go through those again. She mentioned an interesting political situation 
that exists in Canberra at the present time and the fact that the minerals resource rent tax will reimburse 
companies for their state royalties, which has caused the federal Treasurer some serious consternation. I would 
have thought that if he was smart enough to be the federal Treasurer he would have been smart enough to realise 
that if the government put into the MRRT a provision that state royalties will be reimbursed, that that is an 
invitation to the states to raise royalty rates. In effect it is a transfer of dollars from the commonwealth to the 
states, which would make a nice change, I might add. But for the Treasurer to now say to the states that they will 
be penalised through GST distribution or through the infrastructure fund if they do that is an outrageous 
proposition. The federal Treasurer is saying, “We as a federal government want to raise $9 billion a year”, or 
whatever it is, “through a new tax, but if the states dare to raise their royalties at all, they will be penalised.” It 
cannot have both. Why is it good enough for the federal government to raise its taxes and then seek to penalise 
the states for raising their royalties? It is bizarre. It is also bizarre that the MRRT, for all its faults, relates to the 
profitability of companies. Royalties do not relate to profitability at all. Every company operating in Western 
Australia pays royalties for the resources they exploit. They pay whether they make any profit or not. That is the 
payment they make to the citizens of Western Australia, who own the resources, for the use of those resources. It 
is a cost of doing business. It is like running a restaurant. The owner pays for the meat that comes in to make the 
hamburgers. The owner does not only pay for the meat once a profit has been made; the meat is paid for because 
that is the cost of doing business.  

For the federal government—through the Treasurer, Minister Martin Ferguson and Ken Henry—to say that 
royalties are an inefficient tax is a complete lack of understanding of what a royalty is. It is not a tax; it is a 
charge. It is a cost of doing business. The whole federal debate about the MRRT and its predecessor, the super 
profits tax, demonstrates once and for all the absolute ignorance of the people who run federal Treasury about 
how the resource sector works in Western Australia. They have a complete lack of understanding. That is an 
appalling state of affairs. It is an appalling state of affairs when the federal Treasurer says he will take away 
some of our infrastructure funding in Western Australia because we had the audacity to do what we are doing 
today; that is, to remove a concession from the royalty rates that apply to our state agreement act. I hope that 
does not come to fruition. 
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Hon Ken Travers: I think we should start to think of royalties as a sale of a capital asset. We should be having 
an argument on a national scale about how we treat them—whether they are actually a sale of a capital asset and 
treat them in the books, at the state level, completely differently. There is a strong argument about that.  

Hon NORMAN MOORE: When Mr Travers is in government, he can sort it all out. I suspect he has lots of 
things to sort out in due course!  

Hon Ken Travers: It was a genuine comment. If you want to treat it flippantly, that is fine.  

Hon NORMAN MOORE: Fair enough if you think there is change afoot. It is good that people are thinking 
about these things. 

The bottom line is, though, this is the price we pay for the minerals that belong to the state of Western 
Australia—not to the people of Australia, the people of Western Australia. I find it absolutely appalling that the 
federal Treasurer does not understand that one simple constitutional fact, and continues to misunderstand it. It 
has to be a deliberate misunderstanding.  

I do not know whether members understand how the royalty system works in respect to the Commonwealth 
Grants Commission. It is an extraordinarily complex system. Fundamentally, the Commonwealth Grants 
Commission seeks to ensure that every citizen of every state receives the same quality of government services. If 
one state is doing extraordinarily well in respect to revenue raising, that is distributed amongst the other states so 
that one state does not do better than the others. It is done by the way in which the Commonwealth Grants 
Commission ensures that the GST is redistributed to the states. There are two bands of royalty rates. Where the 
mineral fits into the royalty band depends on whether a state receives a credit or a debit for what it is doing. The 
concern I have with this particular proposal today is that when we take fines royalty rates up to 7.5 per cent, they 
go into the higher band. If the rate is less than the average, then we actually could get penalised. It is not out of 
the question we will get penalised for making this decision today, but that is a challenge for the federal 
government to extract the proverbial and do something about fixing this ridiculous situation that exists in 
Australia.  

To give the Prime Minister her due, she has agreed to a review of the way in which the GST is redistributed. 
Also to give the Prime Minister her due, the Prime Minister made the point that the current system is a 
disincentive to states to take political decisions. If it requires political decisions to have a development that 
generates royalties, and there is hard political decisions attached to it, why would a state government do it if it 
knows that the royalties it will receive will be distributed to the other states where people are sitting on their 
backsides doing nothing; not taking any political decisions? I name Tasmania as a particular example. It is an 
abomination of a system and it needs to be fixed.  

In my view there is a very simple solution. I am not as generous as the Premier and others—I think we should 
keep 100 per cent of the GST that is generated in Western Australia and we should keep 100 per cent of our 
royalties. Let the other states get moving to do something about their own economies, instead of, as the 
Tasmanian minister said to me, “We like the way in which money is transferred in Australia.” It is a one-way 
transfer!  

Hon Wendy Duncan: Then they oppose everything.  

Hon NORMAN MOORE: When somebody said to me, “You’re a secessionist”, I made the point, “Australia 
should secede from Tasmania.” There are exports coming out of Tasmania that are causing all sorts of trouble for 
the federal government, and have done for a long time—Brian Harradine, for example; but there have been 
others since him. One of these days, when Tasmania is a separate nation, we might be able to afford to do the 
things we need to do in Western Australia, but that is enough of that.  

Hon Wendy Duncan gave federal members for Western Australia who are not Nationals a slap around because 
they did not vote for his motion. I will provide another analogy. If the National Party of Western Australia sat 
down at a meeting and the leader said, “I want all the royalties for regions money to be spent in my electorate of 
Merredin”, or whatever it is now called — 

Hon Kate Doust: Is that not where it is being spent anyway? 

Hon NORMAN MOORE: Don’t be facetious. 

The DEPUTY PRESIDENT (Hon Jon Ford): Order, members! 

Hon NORMAN MOORE: It is called the Central Wheatbelt.  

Hon Wendy Duncan: You’re doing the talking, minister! 

Hon NORMAN MOORE: I just wanted to know the name of the electorate—it is Central Wheatbelt. The rest 
of the National Party membership would say, “No; that is not fair. It has to be spent in the regions of Western 
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Australia.” When a Western Australian member goes to Canberra and says they want all the money spent in 
Western Australia, all the other members say, “What about us?” As they belong to a party collectively, they 
come to a collective judgement and make a decision. I do not think Hon Brendon Grylls would be terribly happy, 
if he wanted all the royalties to go to Merredin, if the rest of the National Party agrees it should not. It is a silly 
analogy, but one that needs to be borne in mind. Members of the Liberal Party, as a national party, make 
decisions collectively. Obviously its view was that the current system of redistributing wealth ought to continue, 
albeit an inquiry is being undertaken at the present time. I would much rather the National Party put its hand up 
and voted for the motion, just as I would always hope that the member for O’Connor will always vote with the 
conservative side of politics in Canberra, which has not been the case since he has been there. But then that is 
just an opinion that I happen to have about these things.  

Hon Robin Chapple does not support state agreement acts. We know that. We have been told that on many, 
many occasions. The Greens (WA) do not support them. I have a very simple view: state agreement acts have 
been very successful in Western Australia as they enable companies to get quickly through the approvals 
processes and they give governments a chance to have a collective decision-making process to create an 
agreement between the government and a company, avoiding some of the unnecessary duplication that going 
through normal acts of Parliament would create. The member said that state agreement acts are not transparent. 
They are the most transparent agreements in the country because they come to Parliament. Hon Robin Chapple 
can read every clause of every state agreement act and know exactly what it means. He knows that every time a 
state agreement act is amended, it has to come to Parliament. That is extraordinarily transparent. The member 
might not like what is in it, but that is another argument. The fact is that agreement acts are available for every 
citizen of this state to see what is provided in the contracts. If, on the other hand, a company developed an iron 
ore mine under the Mining Act, we would have no idea what the contract involved because it would be a private 
commercial contract. This suggestion that somehow or other state agreement acts are not transparent is not 
correct.  

The member raised the issue of rating for local government. I did mention that briefly earlier. The government 
did announce, in fact on Wednesday, 30 November, a new arrangement for the rating of mining company 
properties for local government purposes. Is the member aware of that now?   

Hon Robin Chapple: Yes, absolutely.   

Hon NORMAN MOORE: I do not intend to go through that to save a little bit of time today, other than to say 
that a press release was put out by the Premier and the Minister for Local Government outlining that a 
fundamental trial process is being put in place. Under that process, the buildings will be rated but the plant will 
not be, fundamentally. I agree with that. I am just trying to imagine what would happen if, for instance, the Shire 
of Roebourne was able to rate the LNG plants on the Burrup Peninsula. They are worth billions of dollars. The 
local authority has some say in the rate in the dollar. We could finish up with local government extracting vast 
sums of money out of these companies and that being a total disincentive to development.  

Hon Wendy Duncan: That could well help them to be more sustainable.  

Hon NORMAN MOORE: The member cannot have it both ways. The local governments cannot extract 
money, which stops people investing, and then expect to be sustainable. We have to get the right balance. The 
balance of this proposition is that they can rate the normal buildings—office buildings, sheds and all the rest as 
they would normally with other people in the local authority area—but they cannot rate the actual plant that 
generates the wealth. A policy has been developed between the industry, the government and local government 
authorities. Hopefully it will just give us a chance to see if there is a better way of doing it than has been the case 
in the past. I make the point again that most of the infrastructure in these towns was provided by the mining 
companies anyway. It is good to see that is changing a little as some of the royalties now go back into those 
communities.  

The honourable member mentioned Fortescue Metals Group’s Roy Hill railway dispute. This particular state 
agreement act provision provides for the minister to get involved in trying to resolve those issues. I think that is a 
positive step forward. Hopefully, it will make that work properly.  

I will come back to the issues in relation to small title holders and special railway licences in a moment. I will 
just deal with a couple of other issues the member mentioned. He talked about the Cazaly Resources issue, 
which is part of the iron ore policy that is in place. It was put in place initially when these companies were taking 
very big risks and were given some security of tenure in terms of the future resources they could develop. Cazaly 
was part of that iron ore policy situation.  

The member also mentioned that the mining boom was having a consequential effect on the Department of State 
Development because all of the good people were going into the mining industry. I do not think the Department 



Extract from Hansard 
[COUNCIL — Thursday, 1 December 2011] 

 p10277a-10291a 
Hon Norman Moore; Hon Jon Ford; Hon Wendy Duncan; Hon Robin Chapple 

 [14] 

of State Development agrees with that in total. But the member is right; one issue the government has to concern 
itself with—I have made this point to the mining industry on many occasions—is that if the mining industry 
takes away the good staff that the government employs, the capacity of government to respond to industry needs 
is diminished. That relates particularly to corporate knowledge, which is just so important. The gentlemen the 
member mentioned who had a long involvement in state agreement acts are no longer there. They are being 
succeeded by new people coming through, and that is good. But industry needs to understand that if they take 
away our best environmental scientists, our best tenement operators and our best safety people, they diminish our 
possibility as a government to deliver the services they want.  

The honourable member mentioned water and that it is a waste. I agree with him absolutely—without question. 
Rio has for some time wanted to use some of the water from the central Pilbara to create a pastoral industry to do 
feedlotting and so on. The irony of that is that they have had extraordinary difficulty in getting approvals through 
the environmental agencies. I think some progress is being made on that now. Hopefully we will see that come to 
fruition sometime down the track. It just provides a use for the water. Given the amount of water that is involved 
in dewatering in those mines, if it could be harnessed somehow or other—I am not suggesting pipelines to Perth 
or anything—it would certainly provide a far more reliable water source for the Pilbara. I agree with the member 
absolutely.  

I refer now to the subject of small title holders and the issue of them unreasonably withholding their consent to 
the grant of a special railway licence. If we are talking about titleholders who are not state agreement act 
companies, the member has suggested that they should be able to go to a Warden’s Court or a similar type of 
process to decide issues that cannot be resolved. It is the view of the government and the companies themselves 
that the Warden’s Court process can in fact be very long and drawn out and, indeed, can allow a whole raft of 
people to become involved in the process, which could actually extend it for a long period. Clause 10N(9) of the 
Iron Ore (Hamersley Range) Agreement Act 1963 allows the state to compulsorily acquire land of the titleholder 
if the titleholder is acting unreasonably, but it is an option of last resort. It is the view that we should allow 
commercial processes to take place between the titleholder and the applicant for the special railway licence. On 
most occasions commercial arrangements can be reached. In the unlikely event that a commercial agreement 
cannot be reached, there is provision for the land to be compulsorily acquired by the state.  

Hon Robin Chapple: How has that happened to date? My understanding is that the FMG, Roy Hill, BHP and 
Rio agreement acts all have this extra clause—I think it was brought in in 2010—which enables the special rail 
licences to cover a wider area. But because they have to go through this negotiation process, it is a bit of a 
moving feast—it is a long, drawn-out process—whereas if it was another state agreement act, the minister would 
step in and deal with it.  

Hon NORMAN MOORE: My understanding is that there has been perhaps one compulsory acquisition under 
this provision. I think the bottom line is that commercial processes can take their place. I am not an expert on 
this. If the member wants to continue to raise issues about this we could go into Committee of the Whole House 
and I could help; alternatively, I could arrange for an additional briefing for the member to deal with that matter 
and if the member wishes the information to be provided in writing, that is fine. I am happy to provide 
information about any past examples of this and how they were resolved; I just do not have that information with 
me now. 

Hon Robin Chapple: We do have an issue with “right” at the moment doing some blocking in the bill. But 
again, it is a new issue that has cropped up. 

Hon NORMAN MOORE: We can certainly provide advice in respect of that. 

The issue about waiver of consent relates to the limited operation of new clause 10N(3)(d) of the Iron Ore 
(Hamersley Range) Agreement Act 1963. The minister’s capacity to waive the need for the titleholder to give 
consent is limited to the situation in which the titleholder’s title is already subject to a miscellaneous licence for a 
railway held by a state agreement act company. If the company has already sorted out a miscellaneous licence 
for a railway and it is the intention of the company to apply for a special railway licence over the same area of 
land, we cannot renegotiate what has already been negotiated for the miscellaneous licence. The new clause is 
basically to avoid a second unreasonable bite of the cherry by objecting to the grant of a special railway licence 
to the state agreement act company when an agreement has already been negotiated for the miscellaneous 
licence. 

Hon Robin Chapple: I think that has sorted out a major problem. 

Hon NORMAN MOORE: I have just been handed some information in respect of compulsory acquisitions. 
There is only one example—that of Mulga Downs—under the FMG state agreement act. In respect of rights, it is 
a confidential matter but it is understood that it will be resolved shortly. I can get some advice on that for the 
member in due course. 
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I refer to the Yandicoogina state agreement processing obligations and note that Rio Tinto has satisfied two-
thirds of its processing obligations under the Yandi state agreement through the construction of the HIsmelt 
plant. As part of the negotiations for the Bungaroo water project, the state has agreed to a 10-year deferral of its 
obligations. The HIsmelt plant has been closed because it was considered uneconomic. I have to say, with all due 
respect to Rio, that I never thought it would be economic. That was just an opinion that I had with no 
justification whatsoever for it, but it seems that it has been the case. There may have been some good outcomes 
in terms of the technology that has been acquired as a result of that project but when we think about it, it is a 
disappointment that the DRI plant in Port Hedland closed and that the HIsmelt plant in Kwinana closed, when 
they were, if we look at it carefully, the only value-adding that we have had in the iron ore industry apart from 
the pellet plants in the 1970s and, perhaps, the magnetite iron ore industry that is coming up, which is in fact a 
processing system that creates concentrate and is in fact value-adding. We have not done very well out of the 
downstream processing obligations in state agreement acts, but we have been able to trade off some of those 
obligations in exchange for significantly increased royalties.  

As a result of today’s legislation, the state will be, I think, $1.9 billion better off over the next four years, which 
is a significant amount of money. But as I was saying earlier, when the Commonwealth Grants Commission gets 
hold of it this will not be a great benefit to Western Australia, but it will be a significant benefit to the other 
states as they will get a fair share of it. 

Hon Robin Chapple: By way of a question: when it comes to the commonwealth grants system evaluating that 
$1.9 billion, what do you think we will be left with? 

Hon NORMAN MOORE: I would not like to make even a guess, because it will depend on where the federal 
minister decides the 7.5 per cent royalty rate fits in respect of the royalty bands. When we changed the royalty 
rate this time last year, the federal minister ruled that the new rate was in the lower band and was above the 
average and therefore we kept it. If he determines ultimately that this is in the higher band and is below the 
average, we may in fact not just lose a very significant amount of it, we may indeed incur a penalty on top of 
that. 

Hon Robin Chapple: That is what I was getting to, because suddenly you are into that higher band, so although 
we generate extra royalties, because the whole royalty is now subject to assessment, we might in fact be in the 
negative. 

Hon NORMAN MOORE: Exactly right. Just on that: the present formula that applies to the allocation of GST 
revenue to the states results in 68 per cent of GST revenue coming back to Western Australia. This formula is 
expected to continue to apply until 2014. In this case, as result of these amendments to royalty calculations, the 
state is expecting no impact on royalty income in the next two years, but a $95 million reduction in 2014–15. In 
the meantime, hopefully somebody will come along and sort out the mess. 

I thank members for their support of these bills. They are very important bills and will go a long way towards 
creating an iron ore industry that will continually benefit Western Australians and Australians by increased 
royalties, at the same time as providing some benefits to these companies to assist them in what is a period of 
very, very significant growth for them. We wish them both well. 

Questions put and passed. 

Bills read a second time. 

Leave granted to proceed forthwith to third reading. 

Third Reading 

Bills read a third time, on motions by Hon Norman Moore (Leader of the House), and passed. 
 


