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IRON ORE PROCESSING (MINERALOGY PTY. LTD.) AGREEMENT BILL 2002 
Second Reading 

Resumed from an earlier stage of the sitting. 

HON JOHN FISCHER (Mining and Pastoral) [4.35 pm]:  I will continue reading from the letter from the Chief 
Executive Officer of the Town of Port Hedland which I was reading prior to question time - 

The current State Government considers that the Regional Investment Fund, with funding comprising a 
total of $75 million over 4 years to cover all regional areas within the State, provides this compensation.  
In this respect, the Fund is inadequate in two major respects: firstly, it is essentially a capital fund with a 
limited duration and does not address the continuing revenue needs of Pilbara local governments; and 
secondly, the amount likely to be applied to the Pilbara will comprise only a fraction of the funds 
available across the State.  

The Pilbara local governments consider that appropriate and specific compensation should be 
negotiated for the operation of State Agreement Acts consistent with the recommendations of the 
Parliamentary Committee.  

Council therefore urges your support for an amendment to this Bill which would require the State 
Government to reach agreement with the Shire of Roebourne on a suitable compensation package for 
the Shire in respect of this Agreement Bill and with the Pilbara Regional Council on the principles of 
compensation for Pilbara local governments for the operation of all previous and any future Agreement 
Acts.  
Yours sincerely  
Tony Ford 
CHIEF EXECUTIVE OFFICER 

One Nation supports wholly the aspects and determinations expressed in this communication by the shires in the 
Pilbara area.  If Mineralogy Pty Ltd commences this project, it will utilise many of the facilities developed by 
those early resource companies; yet it will get the same sweet deal and be rated as unimproved.  Those Pilbara 
royalties earn this Government approximately $800 million a year, yet it returns approximately $1 million a year 
in funding to the shires.  That is a poor rate of return.  
In the foreword to a paper entitled “Sustainable Regional Communities” the Premier Dr Geoff Gallop says - 

The challenge is . . . about ensuring that our economy thrives in a durable, efficient and equitable 
manner so that we can continue to deliver the schools and hospitals that we need, the jobs we want and 
a healthy lifestyle for the kind of inclusive communities we all wish to live in.  

I would like the Premier to define his comments in relation to rural communities, especially communities in the 
Pilbara region, which are very badly treated in the light of the revenue returned to them.  We will never get 
people to live and work in those remote locations if we do not provide adequate resources such as schools, roads, 
sporting facilities, libraries, health services, footpaths and lighting.  The wealth is being generated in these 
communities but very little is being returned to them.  State agreement Acts, like the one we are considering, do 
nothing to address this problem.  It is a problem of which the Parliament and this Government should be aware.  
Nothing has been done about it by this Government, or for that matter, the previous Government.  The 
Government has a duty of care to citizens that can only be achieved with an equitable distribution of resources.  
Even the federal tax office does not tax anyone at more than 50 per cent.  Therefore, the returns to these areas are 
abysmal and have been left unaccounted for for far too long.  By way of taxes, we all share in the hard work of 
others but there should always be sufficient carrots to encourage people to continue working hard to generate 
income.  This concept was the undoing of communist regimes eventually.  People cannot be expected to work 
for long periods for less than their fair share.  Eventually, they will take an undesirable course of action.  They 
may compensate themselves by lowering their productivity or they may simply leave the area and drift back to 
the city.  The population in the Pilbara is declining.  There are fewer people in the Pilbara now than there were 
10 years ago.  However, the Pilbara has resource developments that can benefit not only Western Australians, 
but also all Australians.  The regional shires are just asking for a fair go.  That should be the Australian way.  
However, it seems that it is not the way of the federal Government, especially the way resources are returned.  
Much of the wealth generated in this country comes out of the Pilbara.  It is only fair that the shires in the Pilbara 
should enjoy a rate return that, in turn, could be translated into better amenities to make it more attractive for 
people to live and work in the Pilbara.  If we do more to encourage people to work in these areas and 
decentralise from Perth, we would reduce the pressure on land and water resources in Perth.  For too long, local 
residents in regional centres have looked to the major mining companies to foot the bill for local infrastructure; 
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for example, local swimming pools.  However, it is the ongoing maintenance costs that are now breaking the 
back of many of the local shires.  It is not reasonable to expect these companies to pick up the tab when they pay 
their fair share by way of royalties and taxes.  The State and federal Governments have the power to address the 
imbalance.  At this stage, they have chosen not to do so and they hide behind state agreement Acts and watch as 
local sentiment is pitched against companies like BHP when the Governments are to blame. 
Another issue I have with this Bill is the amalgamation of the mining tenure.  This will ensure a reduction in 
costs associated with this tenure to Mineralogy Pty Ltd by as much as $80 000 per annum.  One would be willing 
to concede this issue were it felt that this project would definitely go ahead.  However, once this agreement is 
ratified - even if this project does not eventuate - the amalgamation will go ahead and Mineralogy, the company 
that owns the tenure, will have a significant financial advantage over its competitors in the region.  This would 
also set a precedent for other mining operations; for example, those in the Yilgarn that are not yet covered by 
state agreements.  Should all operating mines be able to apply for the same concession?  They all return benefits 
to the State by way of royalties and taxes so that question could well be asked.  State agreements have far-
reaching consequences that successive Governments have used to explain away issues like rateable values.  We 
could argue about this issue for a considerable time.  I am aware that this issue has been around for decades and I 
am not in favour of these agreements, but I am in favour of resource developments.  This legislation would have 
been improved by committee perusal and investigation.  Many aspects of this Bill do not measure up to the 
standard of what Parliament should be doing at this stage.  However, I approve the basic concept of development 
in the north of the State. 
HON KEN TRAVERS (North Metropolitan - Parliamentary Secretary) [4.46 pm]:  I thank members opposite 
for their support of this Bill.  In the light of the debate, it is worth reminding members that this Bill, and the 
agreement that goes with it, has been in the developmental process over a considerable period.  Members will 
note in Hansard that my speech in the second reading debate stated that - 

Negotiation of the Mineralogy agreement was first approved in 1994 and was essentially completed in 
1998.  At that time, the minister of the day advised Mineralogy that approval would be sought from 
Cabinet for parliamentary drafting and for the agreement to be executed once he was satisfied that 
commercial negotiations in regard to at least one project were successfully completed and the project 
proponents had made substantial progress in obtaining the various government approvals. 

I urge members to go back and read those points.   

There is no doubt that we have been successful in attracting developments to Western Australia with a number of 
those developments under state agreements.  One of the reasons for that success is that this State is seen to have 
a low sovereign risk.  Sovereign risk is a broader term than the term “insurrection” or “civil war”.  It is also 
about companies having confidence that if they negotiate and reach agreement with a Government, a new 
Government will not begin the negotiations all over again.  If the agreement were absolutely horrendous, that 
would happen.  However, this Government believes that the agreements and negotiations have been good ones.  I 
agree with the Leader of the Opposition that we cannot go back and keep the good bits of the agreements that 
have been agreed to over a long period and throw out the bits that we do not like.  That is not negotiating in good 
faith by anybody’s measure.  Members must keep these matters in perspective.   

The Keating review referred to state agreement Acts and doing away with them.  The Government is examining 
that issue and the recommendations of the Keating review.  At the time of the review, two projects had been 
involved in the process for a considerable time; this one and the laminated veneer lumber plant.  This State 
would be far worse off if it was to suddenly walk away from processes into which companies had put 
considerable time and effort.   

The company involved in this agreement is an Australian company.  Mr Clive Palmer has been trying to put 
these projects together and he has managed to bring together the support of a range of international companies, 
which are outlined in my second reading speech.  The professional officers in the department believe that all the 
prerequisites are in place for the state agreement Acts to be supported.  We hope that Mr Palmer is successful in 
this proposal.  We believe he will be but circumstances always change.  However, a team has been brought 
together to get the first proposal up and running.  We need to support people like Mr Palmer who are prepared to 
have a go.  In the other place, the minister certainly wished every success for people who try to create jobs in 
Western Australia. 

As I mentioned earlier, members have talked about the opportunity costs.  This state agreement Act does not 
commit the Government to put up-front infrastructure in place.  Therefore, it will not cost the Government a 
great deal of money to provide infrastructure.  Proponents will present proposals to the Government and they 
must demonstrate that they have the necessary finance to get the proposal up and running.  As I mentioned by 
way of interjection earlier, time constraints are placed on the proponents to bring those proposals forward under 
the agreement.  We hoped that this Bill would be passed earlier and the inability to do that will place the 
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proponents under some pressure.  A process is in place to commence proceedings to get out of this agreement if 
the proponents do not present proposals to the Government.   

Earlier, members raised the issue of opportunity costs, or the loss of opportunity costs, presented by this 
legislation.  We are not talking about a proponent being able to lock up a resource for 60 years and not present a 
proposal to the Government.  Proponents will have to present the Government with a proposal within a 
reasonable time frame.  The time lines to get proposals up and running are so negligible that whether a resource 
will be locked away for 60 years is not an issue. 

During the second reading debate, the Leader of the Opposition referred to a report in The West Australian about 
the Environmental Protection Authority’s recommendations.  The Leader of the Opposition asked whether those 
recommendations were true.  The EPA assessment bulletin reports that Austeel Pty Ltd contends that the 
additional capital costs for combined cycle power are $320 million and the cost savings from the reduction in the 
amount of fuel used give a payback period of about 30 years.  Austeel considers this to be beyond a no-regrets 
measure in relation to greenhouse gas emissions reduction and that it is uneconomic.  The EPA was unable to 
independently verify that claim.  Austeel has lodged an appeal against the EPA’s decision.  The Leader of the 
Opposition would know that it is now a matter for the Minister for the Environment and Heritage.  In a broader 
context, the Minister for State Development is concerned about these issues and their impact.   

It is the Government’s view that we must consider the global issue of greenhouse gases.  A number of members 
raised that matter.  We must consider the net impact it will have on the State.  For instance, if the Austeel project 
proceeds, will it replace steel production, which uses less efficient resources and creates more greenhouse gases?  
We must consider those arguments.  An appeal process is in place and the Minister for the Environment and 
Heritage will need to take those matters into consideration.  In due course, she will make a determination of what 
the impacts will be.  We must all await the outcome of that determination before we know what effect it will 
have on the project and it will be some time before we know what the long-term impact of that process will be.  I 
understand that other appeals have been lodged.  

I refer to the issue of rates.  On a number of occasions, the Minister for State Development has clearly indicated 
during the debate in the other place and elsewhere that the Government is keen to examine these projects in the 
future.  We must try to find a better way to engage local communities and local governments in the decision-
making process.  With the benefit of hindsight, it is easy for us to say that people got it wrong in the 1960s.  
However, without some of those state agreement Acts we would have to question whether the north west would 
have developed as it has. 

Hon Norman Moore:  Who said we got it wrong?   

Hon John Fischer:  I agree with what you are saying.  However, those improvements should be made available to 
Pilbara shires now so that they can have confidence in what is happening.  

Hon KEN TRAVERS:  I acknowledge the Leader of the Opposition’s comment.  I do not believe that we got the 
decisions wrong in the past.  We made the right decisions to get those projects up and running.  However, today 
there is a greater expectation that the process we use to arrive at our position should be more transparent.  We 
would like to work out a process that involves local communities.  

Hon Norman Moore:  It was very simple back then; the company was told to build a town and all the 
government infrastructure.  In exchange, the towns got a rate reduction.  It was simple and it worked.   

Hon KEN TRAVERS:  As I said, I think the decisions that were made then were right.  Western Australia and 
Australia have benefited from those decisions.  We can only consider how we move forward; we cannot go back.  
We must identify the needs of those local communities.  In the same way that we have an argument about the 
federal Government’s inability to identify the needs of Western Australia through the commonwealth grants 
process, we must identify the needs of local communities.   

Local councillors from my electorate have asked me why local governments in the north west get in excess of 
$100 per head through the local government Grants Commission more than they do.  When those councillors tell 
us that, we have an obligation to show some leadership, which I do.  I tell them that local governments in the 
north get more funds because the need to provide services in those areas is greater.  Those areas should get more 
funds than the areas in my constituency.  Hon Ray Halligan, who shares the same constituents, would have had 
those issues raised with him.  There is always a debate about what the needs of those communities are, whether 
we get the calculations right and how those funds are allocated.  However, in the main, the principle of the 
process that we follow is correct.  The argument is about whether we are correctly identifying the needs of those 
communities and whether we are funding them appropriately.  That is an important debate.  The comments made 
by the Leader of the Opposition about the standing committees of this Parliament should be considered.  We 
must be concerned with the principles and the needs of local communities.   
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I think I have covered all of the issues raised by members.  I commend the Bill to the House.  

Question put and a division taken with the following result -  

Ayes (25) 

Hon George Cash Hon Adele Farina Hon Robyn McSweeney Hon Bill Stretch 
Hon Kim Chance Hon John Fischer Hon Norman Moore Hon Derrick Tomlinson 
Hon Murray Criddle Hon Jon Ford Hon Simon O’Brien Hon Ken Travers 
Hon Bruce Donaldson Hon Peter Foss Hon Louise Pratt Hon Ed Dermer (Teller) 
Hon Kate Doust Hon Nick Griffiths Hon Ljiljanna Ravlich  
Hon Sue Ellery Hon Ray Halligan Hon Barbara Scott  
Hon Paddy Embry Hon Frank Hough Hon Tom Stephens  

Noes (5) 

Hon Dee Margetts Hon Christine Sharp Hon Giz Watson Hon Robin Chapple (Teller) 
Hon Jim Scott  
Question thus passed. 
Bill read a second time.  
 


