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

Consideration in Detail 

Clauses 1 to 4 put and passed. 

Clause 5: Section 4D inserted — 

Mr M. McGOWAN: Obviously this is the clause that we will attempt to amend first up. We have a range of 
amendments that I have given to the Premier to show to his advisers the general intent of what we are trying to 
do. The amendments are roughly similar. They attempt to amend the legislation, not the agreement act, so that 
the local participation plans that are provided for under the act will be made public. The amendments will ensure 
that there is that transparency that allows for public scrutiny and for both the government and the companies that 
are the beneficiaries of these bills to be held accountable for whatever local participation plans they sign up to. In 
simple terms, this is an effort to ensure that everyone knows what people are doing and whether or not 
commitments are being adhered to. That is the intent of the amendments. As I said in my speech on the second 
reading, they are an attempt to ensure that there is transparency, which I think is lacking. The Premier may have 
even said in his commentary that there is an increasing degree of social responsibility, and perhaps economic 
responsibility, on the part of the corporations. I think that has come about as a result of this ongoing discussion 
around local content in the past couple of years. It has culminated in a group of CEOs going down to Kwinana 
and issues of that nature. We would like to continue that sense of transparency and accountability beyond this 
period. If and when this debate dies down, we would like there to be some lasting legacy of this debate. That 
lasting legacy would be that the public is continued to be informed of the outcome of the local participation plans 
and can continue to hold both the government and the companies accountable for those outcomes.  

If I have misread the agreements and if they include the capability or the requirement, more importantly, for 
these local participation plans and the community participation plans to be made public, that would be a good 
thing and we would be happy with that outcome. I do not think there is that requirement, even though, by 
discretion, the minister may well decide to release those documents. We have had evidence in the past with other 
state agreements whereby those reports required by various state agreements are not made public. We are 
suggesting that the government—we have had these amendments very professionally drafted—ensure that there 
is a requirement for those reports to be made public. As the Premier acknowledged in his speech, the idea of 
local participation plans has been around since at least September last year when the Railway (Roy Hill 
Infrastructure Pty Ltd) Agreement Bill 2010 was before Parliament. As everyone who listened intently to that 
debate will recall, there was a requirement under that bill to make those agreements transparent. I know that the 
Premier has largely looked at and copied those amendments but I did not see that transparency requirement in 
the latest agreements. I will be interested to know whether the government intends to make those matters public.  

Mr C.J. BARNETT: As I said during the second reading debate, with respect to both the community 
development plan and the local participation plan, I am prepared, with the agreement of the companies, to give 
reports to Parliament from time to time. Given the recent debate, the Minister for Commerce had tabled an 
assessment of local participation across the whole range of state agreement projects and other projects. It is not 
intended, and the government does not agree, to table the detail of those plans. There will be elements of 
corporate strategy within them. I made the point before that we want the companies to be very forthright. That 
may involve commercial-in-confidence information from their point of view about the timing of the 
developments, the strategy and even technology that they might use, and they will be understandably protective 
of that. On an agreed basis it is reasonable that reports made to Parliament be made public from time to time. We 
do not agree with the amendment that basically prescribes that they must be tabled in Parliament.  

Mr M. McGOWAN: We will be dividing on this clause because we regard it as an important, if not crucial, part 
of the bill. I understand the Premier’s argument. He is saying that the companies may not put information in 
either the local participation plan or the community development plan unless they know that it will remain 
confidential in some circumstances, and that is a reasonable argument. The stronger argument is that they will be 
more accountable and they will be keener to perhaps meet the needs of the state and the public if what they are 
proposing in those documents is to be made public, and they will probably put more effort into it. It is not the 
best of analogies but it is certainly something that the companies would not be at all shy about. As I said before, 
we have had some experience where these agreements have not been released and at times they were not even 
subject to FOI because they go into the cabinet process and therefore we cannot get access to them in some 
circumstances because of cabinet confidentiality issues that exclude it from the FOI process. In any event, we 
will be dividing on this clause. I would like to see some greater transparency. I acknowledge that when the 
Premier negotiated these agreements, it would have been better for these matters to be incorporated in them and 
it would have certainly been in keeping with the intent of the original proposals as contained within the Roy Hill 
bill. 
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Mr C.J. Barnett: I just add that there will be an element of time here. Some of these plans—say, a community 
development plan—will change over time. The best example of a new project will be Wheatstone when it comes 
to Parliament, and there will be broad allocations for community facilities but not yet determined, and that is a 
matter of discussion between the company, the state and the local authority. I hope you understand that point. 
They will not all be determined over the life of the project from day one but there will be a broad commitment 
and there will be dollars attached to that.  

Mr M. McGOWAN: I appreciate that. I think that is part of the history of some of these projects. I am pleased 
to see Wheatstone will be doing some things in, I assume, Onslow. I think that is also the case with this 
agreement; it is renewed on a regular basis or is expanded upon on a regular basis, as I recall. I assume that the 
local participation plan may change over time depending upon circumstances. In any event, I think we get the 
general gist of the Premier’s point of view and he gets the general gist of our point of view.  

Mr C.J. Barnett: I have given an undertaking, with the agreement of the companies, to report from time to time 
on the progress of these plans.  

Mr M. McGOWAN: Will the Premier release the initial agreement? 

Mr C.J. Barnett: No. 

Mr M. McGOWAN: So the initial agreement will not be released? 

Mr C.J. Barnett: That is right. There might be some description of it, but not the fine detail; otherwise, we will 
not get the detail that we want in it. 

Mr M. McGOWAN: I think we will just divide on that. 

The DEPUTY SPEAKER: Member for Rockingham, you have not formally moved your amendment. 

Mr M. McGOWAN: I move — 

Page 4, lines 24 and 25 — To delete the lines and substitute — 

(2) Subject to subsection (3), the implementation of the Seventh Variation Agreement is 
authorised. 

(3) The Minister is to lay (or cause to be laid) the local participation plan, and any 
subsequent amendments to it, provided under clause 7E of this Agreement before 
both Houses of Parliament within 2 weeks after the plan or amendments are provided 
to the Minister. 

Amendment put and a division taken with the following result — 

Ayes (16) 

Dr A.D. Buti Mr F.M. Logan Mr A.P. O’Gorman Mr P.C. Tinley 
Ms J.M. Freeman Mr M. McGowan Mr P. Papalia Mr A.J. Waddell 
Mr W.J. Johnston Mrs C.A. Martin Mr E.S. Ripper Mr M.P. Whitely 
Mr J.C. Kobelke Mr M.P. Murray Mr C.J. Tallentire Mr D.A. Templeman (Teller) 

Noes (27) 

Mr F.A. Alban Mr V.A. Catania Dr G.G. Jacobs Dr M.D. Nahan 
Mr C.J. Barnett Dr E. Constable Mr R.F. Johnson Mr C.C. Porter 
Mr I.C. Blayney Mr M.J. Cowper Mr A. Krsticevic Mr D.T. Redman 
Mr J.J.M. Bowler Mr J.M. Francis Mr J.E. McGrath Mr M.W. Sutherland 
Mr I.M. Britza Mr B.J. Grylls Mr W.R. Marmion Mr T.K. Waldron 
Mr T.R. Buswell Dr K.D. Hames Mr P.T. Miles Mr A.J. Simpson (Teller) 
Mr G.M. Castrilli Mrs L.M. Harvey Ms A.R. Mitchell  

Amendment thus negatived. 

Clause put and passed. 

Clause 6: Eighth Schedule inserted — 

Mr W.J. JOHNSTON: I would like to ask a question about the community development plan as referred to on 
page 8 of the bill. Proposed clause 7D states — 

(1) In this Clause, the term “community and social benefits” includes: 

(a) assistance with skills development and training opportunities to promote work 
readiness and employment for persons living in the Pilbara region of the said State; 



Extract from Hansard 
[ASSEMBLY — Tuesday, 22 November 2011] 

 p9536b-9541a 
Mr Mark McGowan; Mr Colin Barnett; Mr Bill Johnston 

 [3] 

Given that BHP Billiton Ltd principally uses a fly in, fly out workforce, are any training obligations expected 
under the community development plan for people not living in the Pilbara region? Perhaps the Premier might 
make a comment more broadly about that figure of, I think, 175 apprentices and trainees that BHP Billiton’s iron 
ore division has. Does the government see 175 as a sufficient number for a company of its scale or is there an 
expectation that the number will be higher than that, particularly given that the figures the department provided 
to me show that the number of apprentices and trainees with Rio Tinto Ltd is much, much higher than the 
number employed by BHP Billiton? 

Mr C.J. BARNETT: The member may be right in his last comment, but I think it needs to be acknowledged 
that BHP has a very large resident Pilbara workforce in both Port Hedland and Newman in the form of some of 
the satellite areas. I can confirm that Rio Tinto employs 298 apprentices and has 499 trainees. BHP has around 
175 trainees and apprentices. So, yes, I guess it could be concluded from that that Rio has more people in 
training than BHP. 

Mr W.J. Johnston: Are you satisfied with BHP or do you think it should do better? 

Mr C.J. BARNETT: I think that BHP could probably do better. The community development component is 
obviously concentrated on the Pilbara. The other point that might be related to this is Indigenous employment. 
Both companies do well in that area and both are setting out to do better. Both companies will go through 
periods of rapid expansion. We need to be conscious of not confusing the expansion stage with the ongoing 
operations. The long-term rewards are getting more training apprenticeships and local employment in the 
operational stages. We should not be overly distracted by construction phases. 

Mr M. McGOWAN: At the bottom of page 17, the bill provides the value of the increase in the royalty rates to 
be applied as a consequence of this agreement. We had a little debate a few minutes ago—I think the Premier 
indicated that it would be clarified during the consideration in detail stage—about what would happen with the 
increase in the royalties and the spend in the country. The Premier’s words were that this would be a boon for the 
Pilbara region because all those additional royalties would be subject to the royalties for regions plan and 
therefore 25 per cent of the increase of $1.9 billion over three years would go into the royalties for regions plan 
and, presumably, some would go into the Pilbara.  

My recollection is that in the state budget the Premier quarantined the increase in royalties from the royalties for 
regions program. That therefore meant that roughly $500 million was quarantined within the royalties for regions 
program; and that $500 million was quarantined to assist the government with its significant debt problem. 
Therefore, the Premier has said two different things. Two minutes ago he said that this would be a boon and that 
the issue was actually the implementation of the $1 billion cap, which would mean that some of this money 
would not go in; whereas I am absolutely positive that that is not the issue. The issue is that the Premier changed 
the royalties for regions arrangement in the state budget. The change to the royalties for regions agreement in the 
state budget was actually in my view a reneging of the original basis upon which the Premier formed 
government, because that was fixed at 25 per cent of royalties, which is not what is being delivered. I am 
therefore keen for an explanation from the Premier of exactly what will go in here, because the Premier then 
indicated that he would see it all being resolved and all this money eventually going to regional areas which, 
according to the state budget, is not what will happen. 

Mr C.J. BARNETT: I will clarify. Under the existing legislation, as the member knows, 25 per cent of the 
additional royalty revenue will be appropriated to the royalties for regions fund. The member is correct: the 
Minister for Regional Development and the Treasurer did agree that additional funds from the source are not to 
be drawn down over the period of the forward estimates, but to be quarantined for debt reduction purposes. That 
does not say what will happen after that forward estimates period. I expect there will be some renegotiation of 
the royalties for regions, which will involve how the cap operates, whether extra royalty income such as this is 
allocated to other purposes in regional areas, or indeed whether it is preserved in a future fund for regional 
development. Those matters are yet to be resolved, but the member is right: this is to be quarantined for the 
immediate coming period. 

Mr W.J. JOHNSTON: I am interested in the $1.9 billion that is estimated in the budget papers to result over the 
four years of the forward estimates. How much of that is expected to be clawed back by the GST process, and 
how much net benefit will be available for the people of Western Australia? 

Mr C.J. BARNETT: I will do it year by year as that is perhaps easier. Over this period not a great deal in the 
sense is lost to the state because the Commonwealth Grants Commission process, as the member knows, tends to 
lag. 

Mr W.J. Johnston: Yes. 

Mr C.J. BARNETT: So if we look at 2012–13, the estimated increase in royalty revenue is $378 million; net of 
GST will be the same, $378 million. In 2013–14, gross royalty income is estimated at $824 million; net of GST, 



Extract from Hansard 
[ASSEMBLY — Tuesday, 22 November 2011] 

 p9536b-9541a 
Mr Mark McGowan; Mr Colin Barnett; Mr Bill Johnston 

 [4] 

$824 million. So, again, there is no impact. In the third year, 2014–15 it starts to cut in, so gross revenue is 
estimated at $817 million; net revenue after GST, $722 million, and it will cut in more in years to come. So over 
the forward estimates period, basically, almost all of it is preserved for the state. 

Can I just make a comment? Sometimes I think there is a little bit of careless language around the media and 
indeed even within Parliament about how the GST and royalties interact. Sometimes we hear expressions that we 
are only left with a little bit or it is redistributed away. What I think we need to be very clear on is that no royalty 
income is redistributed away. The royalty income comes into state Treasury and stays in state Treasury; so that is 
untouched by anyone. What happens, of course, is that the GST share is reduced. Sometimes the impression is 
given that the commonwealth actually takes some of the royalty revenue. It does not and it cannot. That is why a 
dollar of royalty revenue is actually better and more value to Western Australia than a dollar of federal grants, 
because it is totally unencumbered; it is real money and we control it. 

Mr M. McGOWAN: I am going to have to answer that. 

Mr C.J. Barnett: You’ve got to agree! 

Mr M. McGOWAN: I appreciate the fact, and I support the fact that the state gets its royalties and it is a 
payment that the state receives from the value of the minerals in the ground. That is why it increases—because 
the value of our exports has been going up. I think three or so years ago the total royalty take of the state was 
something less than $2 billion and now it is in excess of $4 billion, from the last set of budget papers that I recall. 

Mr C.J. Barnett: Yes, $4.2 billion. 

Mr M. McGOWAN: So, it went from $1.8 billion to $4.2 billion. That is not because there has been an 
explosion in the number of projects; there has actually been a small increase in the number of projects. 

Mr C.J. Barnett: No. 

Mr M. McGOWAN: There has. The Premier is just not on top of things. I had to explain to him before exactly 
how this royalties for regions program is going to work and now I have to explain to him the number of new 
projects out there. 

Mr C.J. Barnett: No, there has primarily been a price increase. 

Mr M. McGOWAN: Yes, it is from price increases. 

Mr C.J. Barnett: Yes. The volume increases are coming in a large way. 

Mr M. McGOWAN: New projects? 

Mr C.J. Barnett: New projects and expansion projects. 

Mr M. McGOWAN: Yes, there might be expansion projects. 

Mr C.J. Barnett: There are actually new ones. 

Mr M. McGOWAN: I might have told the house this before but I will tell the house again, even though I am 
sure everyone remembers: since September 2008, 29 new mines have opened, according to Hon Norman Moore 
in answer to a question on notice in June this year. According to the same answer, over the seven and a half 
years prior to that, 170 new mines opened. So it averages out over the seven and a half years prior to that at 
23 new mines a year, and over the last three years it has been 10 mines a year. There has not therefore been a 
massive expansion in new mines. By South Australian standards, 29 new mines over three years is good, but by 
Western Australian standards over the last 10 years it is not as good. 

Mr C.J. Barnett: I think you have to concede the investment side at the moment is unprecedented. 

Mr M. McGOWAN: It is on its way up again. 

Mr C.J. Barnett: No, it is absolutely unprecedented. 

Mr M. McGOWAN: Gorgon and Wheatstone are big projects; there is absolutely no doubt about that. But I 
outline to the Premier—I do not want to have to do it again—the 170 new mines. I do not think Hon Norman 
Moore would have misled me—although I am pretty sure he would like to if he could—in the parliamentary 
answer that he gave me. There were a number of parliamentary answers in which I teased out this information. 
For instance, in the 2004–05 financial year, 33 new mines opened in Western Australia. In 2005–06, 27 new 
mines opened. As the Premier can see, that is a fairly significant number of new mines, and some are quite major 
new mines. Of course, in the last three years, Boddington, for instance, was opened—something that had been in 
train for a fairly long period—and a few other ones. Some I had not heard of before; for instance, Nullagine iron 
ore mine does not mean much to me. However, a few have opened and no doubt by Australian standards that is a 
good thing. However, that was not the point I was going to make. 
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The point I was going to make is about royalties. Of course we get a payment for the value of the minerals, and 
the expansion in mining largely of iron ore from existing mines has meant the value has been very big. I toured 
around Port Hedland harbour the other day and I saw the ships. There has been a massive expansion in capacity 
and so forth, and that has increased the royalty take. Of course the state getting that money is fantastic. However, 
I suppose I regard it as rather a moot point that the government has a dollar in its wallet that is a royalty dollar or 
a dollar in its wallet that is given to it by the commonwealth for it to spend as it sees fit. If I have two $1 coins in 
my wallet and one is given to me by royalties and one is given to me by the commonwealth government, they 
still only buy me a packet of chips. I do not know whether it is the government’s argument that that packet of 
chips it receives from the $1 from the royalties tastes better or is of some higher value than the packet of chips it 
receives from the $1 given to it by the commonwealth. I think it is a bit of a moot point. I think the point people 
make in terms of redistribution away is that it is the easiest way of explaining what happens. It is not actually the 
royalty that gets redistributed away; it is the decline in the commonwealth grant to the state. 

Mr C.J. Barnett: Yes, but I am just trying to make the point that often it is confused. Often sometimes the 
impression is given that the commonwealth takes the royalty income. 

Mr M. McGOWAN: It does not. 

Mr C.J. Barnett: Of course it does not. I am just saying that we need to avoid careless language like that; it 
creates the wrong impression of the process. 

Mr M. McGOWAN: If that is the Premier’s view, but if the state gets money, from wherever it gets money, as 
long as it gets money. 

Mr W.J. JOHNSTON: I am very interested in the member for Rockingham and I am interested to hear from 
him further. 

The DEPUTY SPEAKER: All right. Member for Rockingham, but I ask you to please stay on the clause and 
not to wander. 

Mr M. McGOWAN: I think the member for Cockburn is getting sick of the point I am making as well!  

In any event, I understand the point the Premier is making. I have heard the Premier say before—I think I heard 
him say it today—that if there is a profits-based tax and what have you, we get nothing for the resource, but as I 
understand it, under a profits-based tax, the royalties system would still be in place. Again, I did not quite 
understand the point the Premier was trying to make. 

Mr C.J. Barnett: No, no, the original proposal — 

Mr M. McGOWAN: That was never accepted by the commonwealth, because it would have — 

Mr C.J. Barnett: No, no; the original proposal — 

Mr M. McGOWAN: But from Ken Henry?  

Mr C.J. Barnett: The original proposal of Prime Minister Rudd was that there would be no royalty system, and 
an equivalent amount would be refunded from the resource super profits tax. So, there was to be no royalty; there 
was to be simply a profits tax, but an equivalent of the royalty would be refunded to the states. If a company 
made no profit or made a loss, there would be no payment.  

Mr M. McGOWAN: If that was the point the Premier was making, it was a fair point.  

Mr C.J. Barnett: Yes.  

Clause put and passed. 

Clauses 7 and 8 put and passed.  

Clause 9: Section 5D inserted — 

Mr M. McGOWAN: We moved our amendment, and we were going to move the exact same amendment to all 
the other clauses. Had we been successful in the first amendment, then of course we would be so doing. But I 
think the vote was fairly emphatic, and it might have been tipped a little bit even further out of balance by events 
earlier today. 

Mr C.J. Barnett: A couple of early wickets!  

Mr M. McGOWAN: The interesting turn of events earlier today might have made it slightly more emphatic. I 
am not going to argue that it would have been a different outcome, but in any event, there is little point in us 
proceeding with the amendments. I put on the record again that we believe transparency is important in this area. 

Clause put and passed. 
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Clauses 10 to 23 put and passed.  

Schedule 1 put and passed. 

Title put and passed. 

House adjourned at 9.33 pm 

__________ 
 


