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STATE FINANCES — IRON ORE PRICE 
Statement 

HON DR STEVE THOMAS (South West) [9.45 pm]: I will take a brief moment to comment on the statement 
made by the Minister for Environment today, in which he talked about a delay under the Financial Management Act 
in the tabling of the annual report of the Department of Treasury based on the fact that the annual report will 
contain some whole-of-government data that it is holding onto for the release of the Annual Report on State Finances, 
which will occur on 27 September, which is this Friday. As members in the house will know, on 12 February this 
year, I asked the Minister for Environment representing the Treasurer what would happen if the price of iron ore 
stayed above $US90 at that point. The answer was — 

A scenario where the average price of iron ore remains at $90 a tonne has not been modelled, as this 
assumption is highly unrealistic. 

On 13 June 2019, I again asked the Minister for Environment representing the Treasurer—just to prove I discuss 
things other than PFAS—what was the international price of iron ore given that The West Australian had a price 
of $US102.76 a tonne on that date. According to the Treasurer, the price that Treasury used for the spot price was 
$US106.50 a tonne, slightly higher than that used by The West Australian. I asked what would happen if the price 
stayed high, given the budget figures that had been released. The answer was that the revenue impact of a higher 
iron ore price could not possibly be determined because of other variables, such as exchange rates, volumes et cetera. 
On 3 September, I went back to this same issue and asked for the then price of iron ore, which was $US91.20 
a tonne. Seven months later, it was still over the $US90 a tonne that the Treasurer said was “highly unrealistic”. 
He yet again failed to give any estimates of additional budget revenue. I raised this issue during budget estimates 
and the Under Treasurer let us know that although he could not tell us the information, this information was not 
made available to cabinet but was given to the Expenditure Review Committee on a monthly basis, so it knew how 
much money it had to spend. On the following day, 4 September, I asked when the price exceeded $US90 a tonne 
and what was the average iron ore spot price from 12 February to 13 August, when the government said that it 
dropped briefly below $US90 a tonne. The average at that point was $US99.70 a tonne. Given that the statement 
of financial risk in the budget says that each increase of $US1 a tonne in the price of iron ore gives a return of 
$81 million, we know that, over that six-month period, the government had $1.4 billion worth of additional 
revenue to play with. That is why, as we have said before, Labor Party members have been told to run around and 
find things to spend an extra $1.5 billion to $2 billion on that would make the government look good, because it 
has to be spent in the 2020–21 budget; otherwise, it might be left available for other political parties to have a little 
play with. The government has come into this additional revenue, which has been largely unbudgeted to date, of 
between $1.5 billion and $2 billion — 
Hon Sue Ellery: I’m just saying that the spend on maintenance, for example, is one not two, so that blows your theory. 
Hon Dr STEVE THOMAS: The government is already starting to spend it. It is only one year. This is 2019. It is 
over two financial years but in one calendar year — 
Several members interjected. 
The PRESIDENT: I thought I gave the call to only one person, not four. 
Hon Dr STEVE THOMAS: In one calendar year, the 2019 mini iron ore boom has given this government an 
extra $1.4 billion over six months and, as the price still stabilises at over $US90 a tonne, it will head up towards 
$2 billion. Interestingly, I pulled out today’s paper and looked at the iron ore price. Members, guess what the iron ore 
price is listed at today in that tome The West Australian? It is $US93.38 a tonne, so it is still over $US90 a tonne. 
This is racking up enormous amounts of money that this government is going to spend. I was absolutely gobsmacked 
to read some comments from the Premier in yesterday’s newspaper. The Treasurer’s comments were reasonably 
modest but the Premier of the state said — 

“We have got far better financial management than any government in living memory in WA and that 
allows us to do things,” … 

Holy mackerel—the government has the biggest windfall, unbudgeted, that I have seen for a very long time! The reason 
that happens is that when we budget for a high price and the price drops, we have a budget problem; we have a deficit. 
When we budget nice and low, as we have seen, and the price comes in high, we get an absolute windfall surplus. The 
problem we have is that this windfall surplus, being unbudgeted, will now go into the Labor Party’s slush fund by 
the 2021 election. There is no other place that this money will turn up. That would be interesting on its own back. 
It takes me back to the statement tabled today by the Minister for Environment on behalf of the Treasurer. This is 
not the Minister for Environment’s fault; he does not decide when annual reports for departments or annual reports 
on state finances are dropped. It is a bit late. It normally happens in the third week of September but it is a little 
late this time. It is getting dropped on 27 September 2019, which I think is a remarkable coincidence because it is 
the day after we rise. It is the day after we might have a bit of parliamentary scrutiny of the Annual Report on State 
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Finances. The Treasurer has cleverly made sure that the Annual Report on State Finances will drop on Friday, and 
there will be a two-week gap, at which point he will no doubt be running around, trying to get more statements in 
newspapers like “We’re the best government ever” without having the slightest bit of scrutiny of its financial 
management. I think that is a real shame. I dread to think that this might have been done deliberately. I suspect it 
might have been done deliberately to make sure that the current government is getting all the coverage and limiting 
everybody else’s opportunity to put it to a bit of scrutiny. 
I think this is a very opportunistic time for the Annual Report on State Finances to drop. Members should be aware 
that the Annual Report on State Finances deals only with the period up to 30 June this financial year. The 2019 mini 
iron ore boom, resulting in this enormous windfall of iron ore royalties that is providing the slush fund for the 
Labor Party for the 2021 election, will only be half covered in the 2019 Annual Report on State Finances because it 
will deal with only the first half of the year. Guess when the peak was? We started talking about $US120 a tonne. It 
has built up to that. The second half of this argument, which is the second part of this calendar year—the first half of 
the 2019–20 financial year—will not be reported on until next year’s budget. That is the budget that will contain all this 
lovely expenditure that the government has been storing away to use and announce in the lead-up to the 2021 election.  
I do not blame the Treasurer for that because I think he is taking advantage of a unique circumstance and working 
it for all he is worth. The 2019 mini-boom in iron ore and the royalties windfall that the state has received should 
not be the plaything of the government to use for re-election, but with the reporting process that it has managed to 
slip into place, that is exactly what will happen. The accountability will not be there until the 2020–21 budget 
when we shall see all sorts of wonderful government advertising to promote how it will expend, at that stage, a no 
doubt $2 billion unbudgeted windfall that it will use for its re-election campaign. I dread to think that over the next 
week the media will be talking about budget repair based on expenditure reduction, which has not occurred, and 
will give no credibility to the windfall slush fund that the Labor Party will shamelessly use for the next eight months. 
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