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IRON ORE ROYALTIES — NATIONAL PARTY’S POSITION 
Statement 

HON ROBIN CHAPPLE (Mining and Pastoral) [9.45 pm]: I take this opportunity to talk about the recent 
announcements by the new minister in the other place, Mr Brendon Grylls, when he released the National Party’s 
new policy on 9 August 2016. As the long-serving members in this place would know, ever since we have been 
in this place, the Greens have opposed state agreement acts. We have done so because they are anti-competitive. 
They provide benefits to the 64 state agreement acts that exist in Western Australia. There were 74; there are 
now only 64. They provide benefits to industry that are way and above the benefits received by ordinary miners. 
I have some sympathy with the idea that Mr Grylls had about ensuring that those corporations that made super 
profits should pay a tax. I seem to remember that a tax on mining was introduced at a federal level. I think 
Warren Truss said that any tax on the major mining industries would hurt regional economies far more than 
cities. He went on to say that the cut of money for regions has gone into building them and the government just 
wants a fair share for the country people but it should not do this by taxing. 
I then looked at what was proposed. As somebody who has had to deal with state agreement acts since I was 
a councillor in Port Hedland from 1986 through to 1994, I found it to be one of the most ridiculous systems we 
could have possibly entered into in this state. In this chamber the Greens have opposed every state agreement 
act. I must point out that the Nationals never supported that opposition; they have supported every state 
agreement act that has ever gone through this place. The state agreement acts have been in place since about the 
1950s and are there for a specific purpose. They were designed to enable the state to provide, through guaranteed 
conditions, an avenue for major industries to establish in Western Australia. As I said, we are not necessarily 
supportive of them but they are, indeed, contracts between the state and the individual developers of the ore 
reserves or whatever. All of the ones that we are talking about at the moment have a provision that miners will 
not pay a lease rental for the leases on which they are operating under a state agreement for the first 15 years. 
After 15 years that rental comes in at 25c. In our view, that 25c is anti-competitive and is against the best 
interests of other mining corporations, but there is a kicker. The problem is that state agreement acts are legally 
binding documents between the state and the individual corporations. 
It has been identified that the two corporations that are being targeted are BHP Billiton and Rio Tinto. I am not 
standing here to defend either of them but we have to remember that Fortescue Metals Group and Roy Hill have 
the same conditions in their licences. Once they have completed their first 15 years, should legislation be 
amended or the state agreement acts be amended, they too would end up having to pay $5 for each tonne of ore 
shipped off their tenements. We need to know what the current situation is. Currently our royalty for iron ore is 
about 7.5 per cent of freight on board. This equates to about $4.35 per tonne of iron ore shipped. For Mr Grylls 
to suddenly say that we are now going to charge them $5 extra is increasing their royalty burden or their tax 
burden by almost 100 per cent. It is something I do not really have a problem with but it cannot be done because 
each of those state agreement acts states in various sets of words that no future act of the state will operate to 
increase the company’s liabilities or obligations hereunder with respect to rents for royalties. To go down this 
path would be taking us down the path of, say, Brazil and would have a massive effect on the state and its 
reputation. Having said that, I do not oppose in any way, shape or form, and the Greens do not either, major 
mining corporations paying a fairer share, but it cannot be done by fiddling with the books. I wonder where the 
idea to do it through state agreement acts came from because it is naive in the extreme. At a broad level, if we 
were to consider a taxing arrangement outside of state agreement acts or if we were to bring in a national 
taxation regime, that might fix up some of our problems. It is also important to remember where we are with 
GST. I certainly think that we need a better system of GST. The problem with GST at the moment is what we 
call a three-year lag. That three-year lag means that today we are getting a GST share based on the boom times, 
when we were selling iron ore at $123 per tonne. The converse will happen in three years when we get a much 
better slice of GST because it will be based on the income we are getting today. I go back to Mr Truss who made 
a point in The Geraldton Guardian on 4 March 2013, which states — 

Mr Truss also commented on recent calls for Western Australia to receive a greater share of revenue. — 

That is the GST revenue — 

“Right up to four or five years ago, Western Australia was being subsidised by the Eastern States. 

“Now, we’re not far off of having Western Australia repay the revenue given to it,” … 

This is Warren Truss who was the leader of the federal natural party—sorry, National Party, a bit of a play on 
words there! Although I have no problem with some of the thinking behind Mr Grylls’ random view, he is 
going about it the wrong way. I cannot see any government—Labor, Liberal, National or Green—in the future 
wanting to affect our sovereign risk by tearing up contracts that were literally written in blood and stone. It is 
something that we have long opposed and which the Nationals have supported. You cannot have your cake 
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and eat it too. If the Nationals are members of this government, which I assume members aspire to be, they 
must take part of the corporate responsibility for the fiscal mess that this state is in. 
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