
Extract from Hansard 
[ASSEMBLY - Wednesday, 5 April 2006] 

 p1166h-1168a 
Mr John Bowler 

 [1] 

IRON ORE (FMG CHICHESTER PTY LTD) AGREEMENT BILL 2006 
Introduction and First Reading 

Bill introduced, on motion by Mr J.J.M. Bowler (Minister for Resources and Assisting the Minister for 
State Development), and read a first time. 

Explanatory memorandum presented by the minister.  

Second Reading 
MR J.J.M. BOWLER (Murchison-Eyre - Minister for Resources and Assisting the Minister for State 
Development) [12.08 pm]:  I move - 

That the bill be now read a second time. 

The purpose of the Iron Ore (FMG Chichester Pty Ltd) Agreement Bill 2006 is to ratify and authorise the 
implementation of an agreement - which is schedule 1 of the bill - between the state, FMG Chichester Pty Ltd 
and Fortescue Metals Group Ltd.  The Iron Ore (FMG Chichester Pty Ltd) Agreement - which I will refer to as 
the mining agreement - is the second of two agreements that the government has made with Fortescue for the 
development of the Pilbara iron ore and infrastructure project.  The first agreement, the Railway and Port (The 
Pilbara Infrastructure Pty Ltd) Agreement - referred to as the infrastructure agreement - was ratified by 
Parliament in December 2004.  The infrastructure agreement deals with arrangements for the project’s railway 
and port facilities and came into operation on 1 December 2005, the date that the parties signed the mining 
agreement.  Under clause 38 of the infrastructure agreement, the state committed to negotiate with Fortescue an 
agreement for the purposes of assisting the establishment of iron ore operations in the vicinity of the Chichester 
Range.  The mining agreement is the result of those negotiations, and deals with the mining aspects of the 
project.  Fortescue’s proposed Pilbara iron ore and infrastructure project comprises the following infrastructure 
and mining elements - 

An open access port facility at Port Hedland comprising twin $750 million shipping berths which will 
allow for two 250 000 dead weight tonne vessels to be berthed.  One berth will be serviced by a wharf 
and ship loader whilst the other, which is a parking berth only, will be upgraded for future product 
demand. 

An open access railway approximately 255 kilometres in length that will connect the port to mining 
operations. 

Mining operations, which are expected to commence at Cloud Break and Christmas Creek, in the 
Chichester Range approximately 120 kilometres north west of Newman.  It is proposed to initially 
transport 45 million tonnes per annum of Marra Mamba iron ore, commencing in the first half of 2008.   

In December 2005, Fortescue announced that it has probable ore reserves of 447 million tonnes at Cloud Break, 
and probable ore reserves of 619 million tonnes at Christmas Creek.  Fortescue has also recently announced to 
the Stock Exchange long-term iron ore sale contracts for 36.4 million tonnes per annum to China-based 
customers.   

Fortescue is in the final stages of a definitive feasibility study into the proposed Chichester Range iron ore 
mines, and Fortescue’s plans, along with those of the other Pilbara and mid-west iron ore producers, are 
expected to lead to a rapid increase in the value of WA’s iron ore exports over the next two years.  The 
government is keen to support the expansion of the state’s iron ore industry as a response to customer demands 
for diversified sources of iron ore supply. 

The government is supportive of Fortescue’s Pilbara iron ore and infrastructure project, which will provide a 
number of significant benefits to the state of Western Australia, namely - 

The new open access railway and port facilities will be used by FMG Chichester, and potentially by 
others, to help capture some of the increasing iron ore demand from China, with the objective of 
expanding the state’s share of the global iron ore market. 

The construction of the railway and port facilities and the mining operations represents a substantial 
investment of approximately $2.5 billion into the state’s economy. 

The project is expected to generate significant direct and indirect employment opportunities, with 1 500 
people being employed directly on the project during construction and ongoing direct employment for 
300 people. 

FMG Chichester is forecast to pay royalties of approximately $120 million a year to the state 
government on mined iron ore once the project is in full operation. 
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The mining agreement contains important provisions that give effect to government policy objectives for the iron 
ore industry.  The agreement requires FMG Chichester to commit to local content obligations; to produce a 
community development plan so that the project delivers community and social benefits; and to commit to 
secondary processing obligations that are triggered once agreed iron ore production levels are reached.  

I will now outline the key provisions of the mining agreement.  The parties to the Iron Ore (FMG Chichester Pty 
Ltd) Agreement are the state, FMG Chichester Pty Ltd and Fortescue Metals Group Ltd as guarantor.  FMG 
Chichester is a wholly owned subsidiary of Fortescue and is “the Company” under the agreement. 

The mining agreement contains the following key provisions.  Tenure for the project will be via exploration 
licences and mining and general purpose leases and miscellaneous licences, which are either granted or to be 
granted under the Mining Act, as well as any necessary Land Administration Act leases or licences.   

Agreement mining tenements - all of which currently fall within a “defined area” - are to be dedicated to the 
project.  The defined area is delineated by FMG Chichester’s existing and pending exploration licences in the 
Chichester Range, which are nominated in schedule 1 of the agreement.  The defined area is approximately 
3 700km2 in size.  A plan showing the defined area is annexed to the agreement.  Members should note that in 
most iron ore state agreements, tenure is granted following the minister’s approval of proposals and pursuant to 
the state agreement.  In this case, because of the need to commence Native Title Act processes, titles are granted 
under the Mining Act and tenements within the “defined area” are dedicated to the project.  

There is a process for the submission of detailed project proposals by 31 December 2006 and for the granting of 
ancillary tenure to enable the conduct of the project.  The minister’s approval of proposals will be required for 
mining to take place on the mining leases. 

There is a process for the granting of two restricted mining leases to enable FMG Chichester to conduct a trial 
mining program and test its equipment.  Members should note that FMG Chichester is already conducting trial 
mining on one of its exploration licences to test its surface miner equipment and its thin-seam mining technique. 

The agreement amends the Aboriginal Heritage Act 1972 to enable FMG Chichester to apply for clearances 
under section 18 of that act prior to the minister’s approval of proposals.  The agreement makes a number of 
amendments to the Mining Act to facilitate the grant of tenements for the project.  Details of the Mining Act 
modifications are contained in the clause notes and explanatory information, which I will table at the end of this 
speech. 

A community development plan must be prepared by FMG Chichester and approved by the minister before the 
company can submit project proposals.  The CDP must outline FMG Chichester’s commitments in relation to 
training and guaranteed employment for people living in the region; regional development and local procurement 
of goods and services; contribution to community services and facilities; and a regionally based work force.  In 
preparing the CDP the company is required to consult with relevant local governments, being the Shires of East 
Pilbara and Ashburton.  The CDP is designed to give effect to the government’s sustainability objectives by 
ensuring that development under the mining agreement delivers benefits to the local communities affected by the 
project.  Previous iron ore mining state agreements have contained detailed clauses specifying accommodation 
arrangements, and some agreements have limited the size of airstrips that can be built to discourage fly in, fly out 
operations.  The CDP obligation is intended to address the underlying regional issues that gave rise to the need 
for such clauses, and so specific aerodrome and accommodation clauses have not been included in the mining 
agreement.   

There are secondary processing obligations that require FMG Chichester to conduct ongoing investigations into 
the feasibility of further processing and to report to the minister on the outcome of those investigations.   There is 
a 100 million-tonne aggregate limit on the amount of iron ore that FMG Chichester can mine before its 
secondary processing obligations start to take effect.  There is also a 45 million-tonne annual limit on the amount 
of iron ore that can be produced and transported from the company’s mining leases.  The annual production limit 
can be exceeded only with the minister’s approval.  The secondary processing obligations are standard for 
modern iron ore agreements. 

Usual state agreement local content provisions will apply to the project.  The local content provisions oblige the 
company to use reasonable endeavours to use local suppliers of labour and services for the project and to report 
to government on its local content commitments.  There is an exemption from stamp duty for the mining 
agreement, for titles granted to FMG Chichester pursuant to the mining agreement and for project financial 
restructuring for the first two years after the agreement commences.  This is a standard provision of state 
agreements and will facilitate FMG Chichester’s project financing.  Mining Act royalty rates and methods of 
calculating value will apply to all iron ore sold under the agreement.  This is the first time that an iron ore state 
agreement act project has been subject solely to Mining Act royalty provisions and been liable for full Mining 
Act royalty rates.  Members should note that the agreement does not contain any provisions that limit the rating 
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capacity of local governments.  The government intends that state laws regarding land valuation and rating are to 
apply to all operations under the mining agreement.  The project is subject to all state and commonwealth native 
title and environment protection requirements. 

The mining agreement is consistent with the government’s vision for a strong, growing, sustainable iron ore 
industry in the Pilbara, and is in line with long established practice for iron ore projects to be developed under 
state agreements.  The secondary processing obligations are considered to be an important way of promoting 
industry diversity and adding value to the state’s mineral wealth.  I commend the bill to the house. 

Debate adjourned, on motion by Dr G.G. Jacobs. 
 


