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FLOW-THROUGH SHARES 
Grievance 

MR J.J.M. BOWLER (Eyre) [9.56 am]:  My grievance is to the Minister for State Development and it is about 
flow-through shares, which is a matter that I first became aware of as a journalist reading mining magazines.  It 
was being tried in Canada, initially with some failure, I must admit, but increasingly with some success.  There 
then came muted calls from mining industry leaders in Australia, mostly in Western Australia, as the mining 
boom of the 1990s started to peter out and people realised that if we did not have exploration, mines would 
eventually start closing and an economic bubble would move through the Australian economy.  I really became 
aware of flow-through shares when the Prime Minister, John Howard, visited Kalgoorlie in early 1999, I think.  
At the main table with the Prime Minister were local business leaders and mining leaders, as well as mining 
leaders from Perth.  I think they paid about $1 000 for the privilege. 

Mr M.J. Birney:  And me. 

Mr J.J.M. BOWLER:  Did the member pay $1 000? 

Mr M.J. Birney:  I didn’t have $1 000. 

Mr J.J.M. BOWLER:  Exactly.  The member freeloaded again!  I spoke to David Reed, a mining industry leader, 
afterwards.  I was a journalist in those days.  I asked David what issues he raised with the Prime Minister.  He 
said, “Normally there are six or seven of us at the main table, and normally we would raise our pet subject.  We 
would have a shotgun approach and say to him, ‘Prime Minister, my favourite pet project is this, and I would 
like to see this.’  Another person would want to talk about education, and the next person would say that he 
wanted to talk about health.  However, we decided that, rather than have the shotgun approach and pester the 
Prime Minister with so many issues that he would not remember one of them, all we would do was talk about 
one project - one theme, one scheme - and that was flow-through shares.  We would not give him a chance to 
squeeze out and say that he would look at four of them and consider two more, but a lot of good issues had been 
raised.  Only one issue would be raised: flow-through shares.”  They made it unequivocal; that is what they 
wanted to talk about.  When they met the Prime Minister’s staff, they gave the staff backup information on why 
flow-through shares would work.   

Since then David Reed has advised me that every time the Prime Minister goes to Kalgoorlie - the Prime 
Minister goes there on a regular basis these days to try to prop up Barry Haase - and he meets him, he goes out of 
his way to raise flow-through shares, as do industry leaders such as Peter Lalor, particularly when he was chair 
of the Chamber of Minerals and Energy of Western Australia, George Savell, when he ran the Association of 
Mining and Exploration Companies, and other mining industry leaders in the State of Western Australia.  They 
have continually harped on about the need for flow-through shares. 

I am aware that the minister knows what flow-through shares are.  However, for those who do not, I will give an 
explanation.  Basically, flow-through shares work in this way: if people invest seed capital in a mining company, 
they take a risk that five, 10, 15 or 20 years down the track that company will make a profit and they will get a 
return on their investment.  With flow-through shares, the Canadian model, basically people get the return in the 
next financial year by receiving a tax rebate.  People who are in the top tax bracket, as most investors in seed 
capital would be, would probably get back 48c in the dollar.  People invest in primary industry in Australia, 
which once upon a time rode on the sheep’s back.  We no longer do that.  We ride on the back of the dump truck 
of the mining industry, which is far bigger than agriculture.  A huge economic bubble has been moving through 
the mining industry for the past five or six years.  New mines are not being found to replace the mines that are 
gradually dying out.  The reality is that on the day work begins on a mine, its starts dying.  Although a lot of 
step-out drilling and exploration has been conducted in the past 10 years, even that is becoming limited.   

People who invest in flow-through shares claim that investment on their tax in the next financial year.  People in 
the top tax bracket then get back 48c in the dollar.  If the company in which a person has invested finds an ore 
deposit and the mine is profitable, the investor will get a return on his investment.  It is a risk, but it is a further 
incentive for people to invest.  If people do not invest in our big industry and our future, we will not have a 
future.  As I said, David Reed and Peter and Chris Lalor - the Lalor brothers from Sons of Gwalia Ltd - and other 
prominent people are constantly talking to leaders in the Liberal Party and others in Canberra about why 
Australia should have flow-through shares.  We kept getting messages from Canberra that Ian Macfarlane could 
see the need for them and now supported flow-through shares but that his staff were iffy.  Then we would be told 
that Peter Costello was coming around to the idea but that his staff were also a bit iffy.  We were told that 
officials in federal Treasury in Canberra did not like it either.  Then we heard that the Treasury staff were 
coming around to the idea but that the Treasurer was having second thoughts and was worried about it.  As I 
said, occasionally people would raise the fact that the first model of flow-through shares in Canada was a failure.  
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It was not a total failure, but people exploited it, as they do with any new tax incentive.  Holes were drilled in 
backyards and other areas that were not aimed at finding economic resources that could be mined.   

Three-and-a-half years ago when I became a member of Parliament, I learnt a salutary lesson about just how big 
the federal Government is.  As a new member, I thought that I needed only to come up with a good idea and then 
tell it to someone who would see that it was a good idea and it would be introduced by the following week.  
However, the reality is that it has taken Canberra seven or eight years to start swinging around to the idea that 
flow-through shares are a good thing.  The federal Liberal Government still has not accepted the idea.  The 
mining industry across Australia says that it is needed.  It has been saying that for nearly 10 years.  Thankfully, 
Joel Fitzgibbon, the shadow Minister for Mining, Energy and Forestry, listened to the state Labor Party and has 
promised as part of the federal Labor Party’s election platform that if a Latham Government is elected, it will 
introduce flow-through shares. 

Mr M.J. Birney:  Has he costed it yet?   

Mr J.J.M. BOWLER:  Does the member for Kalgoorlie want it or not?  The member should vote for the federal 
Labor Party candidate for Kalgoorlie so that the measure can be introduced.   

Mr M.J. Birney interjected. 

Mr J.J.M. BOWLER:  We have done that.  The member should stick up for his own constituents.  Why has the 
Liberal Party not supported flow-through shares?  It is because it affects only the seat of Kalgoorlie, and the 
federal Liberal Party does not care about the single federal seat of Kalgoorlie.  The Labor Party will support 
flow-through shares.   

MR C.M. BROWN (Bassendean - Minister for State Development) [10.03 am]:  I am very pleased to receive 
this grievance from the member for Eyre.  The member carried out a very comprehensive review of ways in 
which increased exploration expenditure could occur in greenfield sites in Western Australia.  One of the very 
sound recommendations that arose from that very comprehensive and detailed report was that the State should 
seek to prevail upon the Australian Government to introduce a flow-through shares scheme.  What the member 
for Eyre said about the impacts of the scheme elsewhere in the world, notably in Canada, is true.  The state 
Labor Party has made various representations to the Howard Government to introduce a flow-through shares 
scheme.  However, those representations have fallen on deaf ears.  We are continuing to make those 
representations.  I am particularly pleased that the federal Australian Labor Party has announced during the 
current federal election campaign that it will introduce a flow-through share scheme if it is elected.  This issue 
has been well received.  Importantly, it creates a principle.  Finally a federal party has accepted the principle.  

Mr M.J. Birney:  They haven’t got a clue what to do.  They have not costed it.  It is a throwaway promise that 
will never happen.   

Mr C.M. BROWN:  The member for Kalgoorlie, who always seems to be saying that he supports flow-through 
shares, interjects to say that he supports the idea but he then criticises the Labor Party’s promise to introduce the 
scheme because, in his view, it has not been fully costed.  This is an interesting dilemma for the member for 
Kalgoorlie because his constituency supports it.  The member sitting opposite is carping about it.  It is not 
unusual for a member of the Liberal Party to try to have his cake and eat it too.  However, he cannot do both.  I 
am sure that the good people in Kalgoorlie-Boulder and the goldfields will be very interested to know about the 
member for Kalgoorlie’s carping.  People would think that he would be congratulating the Australian Labor 
Party on the principle of introducing flow-through shares.  Although he might have concerns about issues of 
cost, I would have thought that he would congratulate the Labor Party on the principle of wanting to introduce 
the scheme.  Does he say that?  Is he saying that?  Can I hear him say that?  Is he congratulating the Australian 
Labor Party for introducing the principle?   

Mr M.J. Birney:  Do you want me to?   

Mr C.M. BROWN:  Yes.   

Mr M.J. Birney:  I will congratulate the Australian Labor Party if and when it costs the proposal and actually 
introduces it. 

Mr C.M. BROWN:  What a weak and pathetic excuse for a member.  If I were a miner in Kalgoorlie-Boulder 
and I heard that absolutely pathetic statement, I know where I would put the member on the ballot paper - under 
the last candidate.  What a pathetic excuse.  I will inform the member about politics.  The first thing that is done 
when a principle is broken through is that other members congratulate the person who has broken through on the 
principle.  That is what is done.  A member will say, “Finally someone has listened to me!  Finally my position 
has been accepted.”  Then the political parties will argue about the detail.  Has the member done that?   
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I am pleased we are having this debate because it will allow the good people of the goldfields to understand that 
the Liberal Party does not support this issue.  If the Liberal Party supported this issue, it would support this 
initiative.  The federal Liberal Party is playing catch-up politics in the federal election campaign.  It might be 
saving an announcement for later because it does not want to do this.  The Liberal Party has been kicking and 
screaming in this debate because it has not wanted to support the resources industry.  It has not wanted to support 
the industry on flow-through shares, infrastructure or any other matter.  The fact is that for some members of the 
Liberal Party - particularly those who seek to represent resource areas - this matter is a considerable 
embarrassment.  It is difficult for them to explain the Liberal Party’s position to their constituents.  Its members 
must scrounge around for a reason for not supporting the principle.  If members consider the experience in 
Canada, which has introduced flow-through shares - 

Mr M.J. Birney:  Why don’t you introduce it?  You are a minister.   

Mr C.M. BROWN:  I have not introduced it because the State Government does not have control of the 
Australian taxation system!  We must tell the member for Kalgoorlie that there was a referendum in 1889 that 
formed the Constitution of Western Australia.  The federal Government was given taxing powers.  I know that it 
is difficult for the member for Kalgoorlie to work out.  The Australian Government has taxing powers.  It 
collects a majority of the taxes.  The States were given smaller taxing powers.  

Mr M.J. Birney:  Why can’t you give them their money back through a rebate?   

Mr C.M. BROWN:  This is pathetic.  I have been asked more intelligent questions by year 3 students at my local 
primary school.  Why does the State Parliament not change the Australian taxation system?  Can members 
imagine me introducing into this State Parliament a Bill to change the Australian taxation system?  That would 
be a good trick!  A small part of the Constitution states that a federal law overrides a state law.  It is lesson 1.1 in 
constitutional law.   

I congratulate the member for Eyre for raising this matter. It is unfortunate that we cannot get bipartisan support 
for it.  Nevertheless, the federal Labor Party will continue its commitment to and support for the resources 
sector.   
 


