
Extract from Hansard 
[ASSEMBLY - Tuesday, 11 April 2006] 

 p1456b-1465a 
Mr Paul Omodei; Mr John McGrath; Mr Colin Barnett; Mr John Bowler; Mr Tom Stephens 

 [1] 

BHP BILLITON (TERMINATION OF AGREEMENTS) AGREEMENT BILL 2005 
Second Reading 

Resumed from 24 November 2005. 

MR P.D. OMODEI (Warren-Blackwood - Leader of the Opposition) [4.21 pm]:  I rise to respond to the 
second reading speech on the BHP Billiton (Termination of Agreements) Agreement Bill 2005 and to thank the 
minister for the briefing the opposition received on this bill, which appears to be straightforward.  I would like 
the minister to respond to some matters during his second reading response.  I understand that the bill seeks to 
ratify an agreement between the state and BHP Billiton Ltd to repeal the Broken Hill Proprietary Steel Industry 
Agreement Act 1952 and the Broken Hill Proprietary Integrated Steel Works Agreement Act 1960.  The bill 
provides for certain mineral leases that are set out in the schedule of the 1952 agreement to continue in full force.  
I would like the minister to clarify whether they relate to the Cockatoo Island leases and for how long they will 
continue.  The bill grants a full unconditional release of the obligations of BHPB and BHP Billiton Minerals Pty 
Ltd under those two state agreement acts, including obligations of BHP Steel (AIS) Pty Ltd under the state 
agreements assumed by BHPM under deed of covenant dated 31 January 2002.  The bill grants full 
unconditional release of BHPB and BHPM’s obligations under former and existing Western Australian 
legislation to the extent that such obligations were excluded from applying to the activities of BHPB or BHPM 
under the 1952 and 1960 agreements.  The bill confirms the grant of similar releases of the obligations of BHP 
Steel (AIS) by the 2002 deed of covenant. 

The land in question is some 207 hectares.  By releasing BHP from this agreement, the land was offered for sale 
for some time until the government finally stepped in and sought to have it purchased by LandCorp in the 
interests of the industrial area in that location.  I understand also that 70 hectares of that land has been leased to 
HIsmelt Corporation Pty Ltd, which is a consortium of Rio Tinto Ltd and an American-Japanese firm, and that 
the HIsmelt project is progressing and may be expanded in the future.  The rest of the land has been taken over 
by Fremantle Port Authority. 

The matter appears to be straightforward.  I understand that past activities on the site included a steel rolling mill 
that operated from the 1950s to 1995 and a blast furnace and a pig iron mill that operated from the 1960s to the 
1980s.  The bulk handling of cargos for other industries was a major on-site activity from the mid-1980s 
onwards and BHP Billiton undertook operations at Koolyanobbing under the 1960 agreement, which involved 
mining iron ore that was used mainly to feed its blast furnace.  The Koolyanobbing mine produced about 
25 million tonnes of iron ore until its operations ceased in 1983 following the closure of the Kwinana blast 
furnace.  The project remained on care and maintenance between 1983 and 1993, and most of the infrastructure 
assets were sold.  The Koolyanobbing operations were excluded from the 1960 agreement in 1990. 

As part of the overall rationalisation program, BHPB - formerly BHP - entered into negotiations with the state in 
2001 to dispose of the Kwinana site and the bulk handling business.  BHPB’s objective was to relinquish entirely 
its on-site assets and obligations.  It sought comfort that the state would use all reasonable endeavours to 
terminate the state agreements.  On 27 August 2001, following negotiations between the state and BHPB, cabinet 
approved the purchase of BHPB’s land at Kwinana by LandCorp and the FPA.  This secured the future use of 
strategic heavy industrial land at Kwinana to facilitate the pig iron plant, together with the possible establishment 
of steel-making facilities on part of the land by HIsmelt Corporation.  I have visited HIsmelt Corporation’s site.  
The technology being used there is world class and will be a great boon to Western Australia, and Rio Tinto in 
particular.  The question mark over the land related to whether the land should have been auctioned, which 
would have meant that a private sector organisation could have secured that land and land-banked it, thereby 
prohibiting other organisations from accessing the land.  There was some contention over the adjacent James 
Point land, which was owned by BGC Pty Ltd, and BGC’s preference that it be given access to some of the land.  
The minister might be able to explain some of the dealings that occurred with regard to cabinet’s decision to stop 
people from getting access to that land by way of taking over the land as part of this agreement termination bill.  
I can understand that the government would want to secure the land for future development.  However, it seems 
that some contentious issues were being considered at the time. 

One of those issues, which I want the minister to clarify, relates to the remediation of contamination on the site.  
I would like an assurance from the minister that BHP’s obligations were fulfilled to the fullest extent.  During 
our briefing, it was agreed that the opposition would receive information on the remediation.  Although we were 
well briefed on the rest of the bill, the information on remediation and of any contamination was not provided - 
unless I missed it.  Will the minister explain to the house whether there was any contamination?  If so, what kind 
of contamination was it, how much did it cost to remediate that contamination; and did the state government 
carry the cost of that remediation?  What kind of agreement was entered into between the state government and 
BHP on that matter?  I could go on to labour the point by saying again that it involves a significant piece of 
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valuable land.  In any person’s language, 207 hectares is a large area of land.  If HIsmelt expands its current pig 
iron plant on that site to a steel manufacturing facility, it will take up a significant amount of the 70 hectares that 
has been allocated to it.  However, in relation to the remainder of the site, there are unanswered questions about 
contamination and remediation and what the government intends to use that land for in the future.  Her Majesty’s 
opposition will support this bill subject to the minister providing the answers to the questions I raised. 

MR J.E. McGRATH (South Perth) [4.30 pm]:  I support the Leader of the Opposition’s comments on the BHP 
Billiton (Termination of Agreements) Agreement Bill 2005.  I attended the briefing provided by the department 
and thank the minister for that briefing.   

This bill is a reminder to all members of how the state has developed in mining and industry since the Second 
World War.  Government members will not believe that I remember when the steel refinery was first 
commissioned.  I was a very young boy living in Naval Base at the time.  My father bought a block of land in 
Naval Base that was bushland, and, apart from some brumbies, a hotel and an open-air picture theatre, there was 
nothing in the area.  All of a sudden, this massive development came along in 1952 in the form of the steel 
rolling mill at Kwinana.  In 1960, the blast furnace began operations at Kwinana.  These two projects were the 
reason for the two acts that are the subject of this bill - the Broken Hill Proprietary Steel Industry Agreement Act 
1952 and the Broken Hill Proprietary Company’s Integrated Steel Works Agreement Act 1960.  Under these 
acts, the government of the day sold to Broken Hill Proprietary Company Limited, now BHP Billiton Limited, 
the land on which it constructed the steel rolling mill.  Later the blast furnace was constructed while the relevant 
mining was carried out at Koolyanobbing.  They were exciting times, but they have run their course.   

The blast furnace closed in the 1980s, and in 1995 the rolling mill closed.  BHP continued to operate a bulk 
handling facility for other industry; this was important infrastructure for many years.  During this time, BHP 
retained the freehold of this land.  It is a considerable piece of land of 270 hectares, of which 70 hectares is 
subleased to HIsmelt, which is operated by the Rio Tinto-led consortium.  Some of the land will be acquired by 
the Fremantle Port Authority under the new agreement. 

BHP in 2001 decided to quit the landholding.  There was some discussion about what would happen to the land.  
We believe the government persuaded BHP to deal with the state.  It was the best possible outcome.  Land in that 
area, given the type of industry the land has been used for, should be retained by the state.  The state would then 
be the master of its own destiny and will be able to determine what sort of industry it will allow on that site.  In 
2001, as part of an overall rationalisation program, BHP Billiton entered into negotiations with the state to 
dispose of its bulk handling business and this site.  Its objective was to entirely relinquish its onsite assets and 
obligations and it sought comfort from the state that the state would use all reasonable endeavours to determine 
the state agreements.  The opposition believes that for the land to go back into state ownership is the best 
outcome for the state.  However, it raises questions that the minister may be able to answer.  Given that this is 
taxpayer-owned land and a taxpayer-funded operation, will the government provide the terms of the government 
buyback proposal?  It is in the public’s interest to know what ongoing arrangements will be made with BHP in 
return for its on-selling this land back to the government.   

I reiterate what the Leader of the Opposition said about contamination.  Have processes been implemented to 
determine whether the site has been contaminated?  The opposition supports the bill.  It is a necessary bill.  It is 
part of the process that needs to occur as things change.  Nothing lasts forever.  It was an important industry at a 
time when this state started to grow and prosper.  This bill will go down in history as a good decision by the 
government of the day.  Now this land in Kwinana will enter a new phase and there will be new uses for it.  It 
will be interesting to hear the minister’s long-term vision for this part of the coastline.  We certainly support the 
bill. 

MR C.J. BARNETT (Cottesloe) [4.37 pm]:  The BHP Billiton (Termination of Agreements) Agreement Bill 
2005 is obviously supported by the opposition.  The bill is an agreement to terminate two redundant agreements.  
It does have a confusing title, but state agreements can be terminated only by agreement.  The bill relates to iron 
ore mining and the value adding of iron ore.  It also relates to the role of state agreement acts.  The details of this 
bill are fairly simple.  There were two agreements between the state and BHP Billiton, or its predecessor BHP.  
They were the 1952 Broken Hill Proprietary Steel Industry Agreement Act and the 1960 Broken Hill Proprietary 
Company’s Integrated Steel Works Agreement Act, as outlined in the minister’s second reading speech.  The 
history is important.  Those two agreement acts related to BHP’s operations at Koolyanobbing, where the iron 
ore was mined, and Kwinana.  They date from the 1950s and into the 1960s.  At Kwinana there was a steel 
rolling mill, a blast furnace and a pig iron mill.  I recall as a schoolboy going on a school tour through those 
facilities.  The iron ore processing took place with ore mined by BHP at its Koolyanobbing site.  It is interesting 
that from the 1950s to the 1980s, a total of just 25 million tonnes of iron ore was taken by BHP from the 
Koolyanobbing site.  Fortunately, that mine continues to be operated today by Portman Limited, and it is being 
staged up to produce around eight million tonnes a year.   
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Part of this bill relates to the rationalisation of the Kwinana site.  Discussions about what would happen to that 
land date back to the time of the previous government of which I was a minister.  I agree that the state ultimately 
had to play a role.  It was a strategic piece of land.  Land for major industry is relatively scarce in Kwinana.  That 
is still by far the state’s major site for industry.  This land also had access through to the loading jetties and the 
like.  It was a strategic site and it was important that it be put to a high-value use and not used for storage or for 
sheep waiting for live export, for example.  It needed to be used for a high-value industrial purpose. 

BHP relinquished the site, and it was agreed during negotiations that continued into the time of this government 
that the state, through LandCorp, would purchase the land and that the Fremantle Port Authority would also have 
an interest in that area.  The state subsequently agreed that the land would be made available to Rio Tinto Ltd for 
its HIsmelt project to be built on that site.  This bill, which terminates two agreements, relates to both BHP 
Billiton and the other great iron ore miner in this state, Rio Tinto.  BHP Billiton was carrying out value-adding 
of iron ore at Kwinana; somewhat ironically Rio Tinto is now doing the same thing on the same site. 

I want to say a little about the value-adding of iron ore, because that is what this bill is about and that is why the 
state agreements existed.  The irony of it is that through the 1950s and 1960s BHP’s operations at Kwinana 
represented a higher level of value adding than is happening now in the iron ore industry.  I am not sure the state 
is going forward.  More sophisticated value adding was done during that period than is being done now.  As I 
said before, it is interesting that throughout those three decades only 25 million tonnes of iron ore was taken 
from Koolyanobbing.  We all know that from the mid-1960s onwards the fabulous - they are fabulous - iron ore 
reserves of the Pilbara were developed by the two major players, Rio Tinto and BHP.  The Robe River project 
was subsumed into Rio Tinto a few years ago.   

As the minister of the day in 1998, I can remember when there was great celebration because the iron ore 
industry passed the 100 million tonne per annum mark.  From 1965 through to 1998 - over 30 years - the 
industry went from mining no iron ore in the Pilbara to building entirely new mines, ports, townships and 
railways and to mining 100 million tonnes.  It was a great achievement and a great celebration.  It was 30 years 
of achievement.  At the time people pondered how much further the industry would grow.  We now know that by 
2004, just six years later, the industry went through the 200 million tonne mark, producing 217 million tonnes in 
that year.  I do not know what the latest figure is, but it will be something above that.  What took 33 years to 
achieve was doubled in the following six years.  That is the reality.  It is a massive industry.  In 2004 the value of 
iron ore production was $6.2 billion.  In 2005-06, royalties of $763 million will be received.   

Iron ore mining continues to grow at a spectacular rate, but is this unlimited?  Yes, the whole Pilbara comprises 
iron ore of varying grades; however, we should be looking at other things.  The initial deposits of the high-grade 
Brockman hematite at Mt Tom Price and Newman are just about depleted.  On my latest information, it will run 
out within the next 10 to 15 years.  The premium iron ore has gone.  Sure, Marra Mamba, pisolitic and other ores 
have and can be used, and it is to the credit of the industry that it has been able to market those other iron ores.  
We all like to see new iron ore projects start, and it is exciting.  For the minerals industry - BHP Billiton and Rio 
Tinto - the iron ore from Western Australia is the jewel in the minerals crown.  On a world scale, that is the big 
earner for both companies.  A disproportionately high amount of their earnings is related to that, particularly of 
late.  It is an incredibly valuable and profitable business and it is growing at an alarming rate - alarming to some, 
spectacular to others. 

I will turn briefly to the value-adding issue, because the two agreements acts that will be terminated today were 
about adding value to the Koolyanobbing iron ore in the 1950s.  Where is that value adding in iron ore today?  
Sadly, as of today BHP Billiton is not adding value to any iron ore at all in Western Australia.  It was doing more 
value adding in the 1950s than it is in 2006.  People might say that it is the company’s iron ore; that is good.  I 
remind members that it is not the company’s iron ore.  It belongs to the people of Western Australia.  We as 
members of Parliament and the government of the day are custodians of that iron ore.  I will continue to extol the 
expansion of the iron ore industry, but as a state we are foolish if we do not do more with our iron ore.  It is our 
responsibility to future generations to do more than simply dig it up. 

Everyone knows the history of BHP Billiton.  To their credit, BHP and Rio Tinto both had obligations under the 
Pilbara iron ore agreement acts for the further processing of iron ore.  The proposal mechanism dates from the 
1960s.  In the 1990s - I was the minister at the time - BHP confronted that obligation.  It did not have much 
choice because I placed some tonnage limits on how much could be taken out of the Yandi mine.  I did that to 
sharpen the minds of the people involved.  BHP made a decision to build a direct reduced iron plant at Port 
Hedland, known as Boodarie Iron.  It was tailored to meet the growing electric arc furnace market in China.  It 
was an intermediate product - briquettes - and that company was taking iron of 62 per cent up to a grade of 
approximately 90 per cent.  The briquettes were almost steel-like in nature.  That project has had an unfortunate 
history.  It was a new and untried technology.  Why BHP chose to break frontiers with new and unproved 
technology is beyond me, but as minister I was confident that the people in BHP knew what they were doing.  
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One would think so; after all, they had a long history of steel production in Newcastle, Wollongong and 
Whyalla.  They were not new to the business of making steel.  The company was Australia’s major steel 
producer.  However, the project had massive cost overruns, and from an initial amount of $400 million it ended 
up at over $2 billion.  It had large and complex production problems.  There was a fire and a death on site during 
some maintenance work.  I do not belittle or discount any of those issues, but by 2003 the project was operating.  
In that year it produced something like 1.7 million tonnes of briquettes, all being sold into a market hungry for 
that feedstock.  Today that project is doing nothing; it is sitting idle.  I ask the minister, who is new to the role: 
what did the Labor government do?  I do not think the government did enough to ensure that the project 
continued in production.  I know it was difficult and I know there was a fatality.  There will probably be more 
fatalities at mine sites, but no-one would suggest closing the mines; I would not.  Sure, we must have high 
standards of safety.  The briquetted iron plant was a new step forward for the state.  This project was moving into 
high-pressure, high-temperature value-added processing.  The plant was more of a chemical plant than an iron 
ore mineral processing plant.  This was a leap in technology for the state.  This state, under Labor, should have 
persisted to make sure that production and that plant continued.  To some extent, I can understand and respect 
that maybe BHP Billiton does not want to be involved in iron ore processing.  If the company does not want to 
be involved in iron ore processing, that does not relieve it from the moral obligation to do something to add 
value to iron ore from Western Australia; nor does it remove that obligation from the government of the day in 
Western Australia, because it is our iron ore.  We own it.  Any mining company operating in Western Australia 
is a de facto joint venturer with the state of Western Australia - the state being the owner of the iron ore.  We 
have a direct commercial interest in making sure that we add value to that iron ore and that we build a level of 
sophistication and expertise.  I hope BHP is prepared to at least go through a process of selling that plant.  It has 
shown no inclination to do so.  I know of other organisations, both in Australia and overseas, that would be 
interested in buying and operating that plant.  Yes, BHP Billiton Ltd has lost a lot of money on that plant.  I 
regret that, as does BHP obviously.  However, that investment has been made.  It was a critical step in the 
economic development of Western Australia.  The plant is sitting idle.  It should be used.  It should be put on the 
market.  I urge the government to revisit that project.  I know that BHP’s port is flat out at the moment moving 
iron ore.  It wants every spare metre of wharf to ship out iron ore, but that frenetic activity will not continue 
forever.  I do not believe it is sustainable or acceptable for major iron ore producers to continue to extract 
hundreds of millions of tonnes of iron ore without committing to adding value.  It is not acceptable for a 
government or this Parliament.  I give BHP credit; I do not want to knock the company.  It took the big step and 
made the investment.  Like most major value-adding projects, it has been difficult.  It should not have been that 
difficult, but that is how it ended up.  However, there is an obligation on all parties to try to persevere and restart 
the project, or sell it to a third party.  That would be a good result for BHP and for the state.   

The other major iron ore miner, Rio Tinto Ltd, ironically has its HIsmelt project on this Kwinana site.  Rio Tinto 
has been working on HIsmelt technology for 20 years since the 1980s.  It is brilliant.  It is out there.  It is a new 
horizon in using fines and lower grade iron ore to produce steel.  It has a huge commercial implication for 
Western Australia.  A lot of lesser grade iron ore can potentially be marketable and used.  Rio Tinto had a pilot 
plant in Kwinana, which served its purpose and allowed the company to prove up the technology.  In any new 
technology, increasing volumes raises a new set of economics and physical and chemical problems and other 
issues to deal with.  Again, because of its processing obligations, it approached the previous government about 
taking HIsmelt to the next step; that is, what was described to me as a semicommercial plant.  Its proposal was to 
build it in the United States, and it wanted the government of the day to relieve it of processing obligations.  I 
and the government of the day refused.  I recognised that it might need to attach it to an existing steel mill to 
prove up the technology, but I was not about to agree to relieve it of the processing obligations to build a plant in 
the United States.  Under this government, Rio Tinto proposed building the plant at Kwinana.  That is better than 
the United States, but it should have been built in the Pilbara or at least in the mid-west of the state; it should 
have been in a regional area.  However, Kwinana is not a bad outcome.  I do not believe that this state should 
have relieved Rio Tinto of all its processing obligations for a semicommercial plant at Kwinana, when its 
obligation was always to process iron ore in the Pilbara.  That is where the iron ore is from.  Of course, it has 
done some other things.  It has reintroduced coal burning to the Kwinana industrial strip, which is now 
surrounded by urban areas, and it is a big user of water.  However, it is great technology and has great 
implications for the state.   

Rio Tinto developed HIsmelt technology for two reasons: first, it had an obligation.  The rights that it was given 
in the 1960s to mine iron ore carried with them the obligation to further process.  Secondly, it had a straight 
commercial incentive to find a use for the fines and lower grade iron ore so that it could market them.  It is 
breathtaking, new technology.  Although I would not have been as generous as this government was, it 
nevertheless built the plant in exchange for being relieved of its further processing obligations.  However, it did 
not stop there.  The government also provided $30 million for associated land and infrastructure.  Maybe that 
was acceptable, but we now find that the commonwealth government will ultimately contribute $125 million 
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towards this $400 million plant.  I cannot blame Rio Tinto for accessing the government money that is available.  
What is going on here?  Rio Tinto and BHP essentially have dual rights to the second most fabulous iron ore 
resource in the world - the Pilbara iron ore resource.  They had an obligation to do something with it.  They are 
making more money than they ever dreamt of making, yet Rio Tinto has received $30 million in state 
government assistance and $125 million in federal government grants for the project at Kwinana.  A cynic might 
say that that is double-dipping, but not by Rio Tinto necessarily.  Why should it not take what is available?  
However, I do not think it is a good deal in that sense.  That company had an obligation to build the plant, not 
seek or be given huge government grants.  I asked the Premier in his capacity as Minister for State Development 
to tell me which projects in Western Australia are receiving commonwealth grants, but he did not tell me.  Why?  
He does not know.  I say to interested parties who might be listening, I will be taking a particular interest in any 
state agreement that comes before this Parliament.  I will be asking what, if any, grants are being paid to the 
company by the commonwealth.  We, as the owner of the resource, are entitled to know.  We should not pass a 
state agreement in this Parliament unless we know exactly what the deal is so that we can make a judgment on 
whether it is a proper deal.  I do not believe Australian companies should try to have it both ways.  I say to the 
companies, beware, because the commonwealth’s subsidy arrangements in the form of bearing gifts may well 
run foul of World Trade Organisation rules.  If the companies do not think that is an issue, they should look at 
the problem BHP has with Tigris Petroleum and the problem that AWB Ltd has at the moment and at some of 
the implications in the United States commercial market of transgressing WTO rules.  I know that some of those 
grants and subsidies have been kept secret.  I will not name the companies and I will not go through the details.  
However, I say to the resources industry that it should not get caught up in the sort of maelstrom that some 
Australian and overseas companies have got caught up in.   

I probably will not be in Parliament in 20 years, but I hope that whoever is in the Parliament then will ask the 
question: what is the deal?  I do not know that this government would have agreed to the conditions with Rio 
Tinto had it known that the commonwealth would also give Rio Tinto $125 million for the HIsmelt project.  
Would we as a state have agreed to that deal had we known that?  No, I doubt that we would have.  Why?  We 
did not know about it.  We need some transparency and accountability.  That is in the interests of the companies.  
I am sure that many of the companies will not like what I have said today, but it is in their long-term interests to 
be open and accountable; otherwise, they will find themselves in trouble with international agencies. 

MR J.J.M. BOWLER (Murchison-Eyre - Minister for Resources and Assisting the Minister for State 
Development) [4.57 pm]:  First, I thank opposition members for their positive attitude towards and general 
acceptance of this legislation.  However, a number of questions were raised and, hopefully, I will be able to 
answer them now.  If I cannot, I may need to approach those members with a couple of details at a later stage.   

As the member for Cottesloe has pointed out, this is really an agreement to end agreements.  When the first state 
agreement was established in 1952, I do not know whether anyone thought about what would happen at the end 
of the state agreement.  However, we are now finding out that a special act of Parliament is required to end those 
state agreements.  I understand that more recent state agreements contain provisions so that legislation does not 
need to be introduced into Parliament to end them.  However, legislation is required to end these two 
agreements.  These state agreements were established in 1952 and 1960 with BHP.  The first agreement involved 
Koolyanobbing and the second involved Cockatoo and Koolan Islands.  The Leader of the Opposition asked 
whether the leases on Cockatoo Island would transfer over.  They will.  Mining leases 04/10, 11, 12 and 43 will 
transfer over.  They will continue to 2012 and 2014.  As the member is aware, Portman Ltd has reopened those 
mining operations, but I understand that its operations should conclude well and truly before those tenements run 
out in 2012 and 2014. 

Mr C.J. Barnett:  I think Portman has some subsequent tenements.  I think there is a longer-term future. 

Mr J.J.M. BOWLER:  Yes, it is on its own new tenements.  However, the existing tenements are close to the 
wharf and it has had to reactivate them.  It should be finished mining well before those new tenements conclude.   

Why do we need this act of Parliament, other than to end these agreements?  First, the legislation is required to 
remove those unnecessary acts from the statute book.  There is also a provision in the state agreements that the 
obligation to investigate the use of Collie coal in blast furnaces would continue.  Although the blast furnace was 
successful during its operation from the mid-1960s until, I understand, 1983, that was 23 years ago, and 
continued investigations into the use of Collie coal is a waste of resources.  Another aspect is that the rolling 
mill, which came out of the 1952 state agreement, operated until 1995.  That is now more than a decade old and 
obviously neither the rolling mill nor the blast furnace will operate again.   

The Leader of the Opposition queried the purchase price of the 207 hectares at Kwinana.  The purchase price 
was $24.6 million, and that included an $11 million discount for remediation of contamination on the site.  Both 
the Leader of the Opposition and the member for South Perth queried the contamination.  I am advised that the 
contamination was mostly slag and products relating to operations.  However, it did include some asbestos and 
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hydrocarbons.  That $11 million, by which the purchase price was discounted, was used to do the remediation 
work.  I am advised that the work has been completed to the satisfaction of the Department of Environment.  
Members also asked what the 207 hectares is being used for.  As members rightly pointed out, 70 hectares are 
being used by HIsmelt.  There are ongoing negotiations about the remainder of the land.  I understand that 
negotiations for another business to use 40 hectares are well advanced.  The Fremantle Port Authority is using 
42.9 hectares for future planning and LandCorp is looking to further develop and sell the remainder of the land.  
There has been interest in utilising that land.  I think the member for South Perth pointed out that he can 
remember when this process started.  At that time, there was so much land at Kwinana that no-one foresaw the 
fact that we would one day start running out of land.  The government’s 2001 decision to purchase this land was 
wise, because we are starting to run out of land in Kwinana.  That is another issue. 

Mr P.D. Omodei:  Is the jetty part of the land? 

Mr J.J.M. BOWLER:  Yes, it is.  I do not know what the jetty is worth, but $24.6 million is a good deal.   

Some members asked whether James Point was involved and why there was no auction.  BHP Billiton owned the 
land.  I was not a part of cabinet when the decision was made.  James Point owners negotiated with BHP.  BHP 
ended those negotiations and re-entered into negotiations with the Fremantle Port Authority and LandCorp.  It 
sold the land in the deal that I just outlined.  I do not know why it stopped negotiations with James Point; 
however, the negotiations between James Point and BHP concluded.   

The member for South Perth wanted to know the terms of the government buyback.  It was not a government 
buyback, because negotiations were entered into to buy freehold land.  The land was purchased by BHP after the 
1952 legislation was passed by Parliament, and, just as it purchased the land, it can sell it back.  I would not 
mind having the profit margin between the buying and selling prices.  It was not a buyback; rather, it was an 
open and negotiated agreement in good faith.  Western Australian industry is lucky that we continued with that 
land.   

The member for Cottesloe pointed out - he was right in saying so - that the irony of this bill is that in ending one 
state agreement with one of the giants of the Pilbara to free it from its obligations to undertake more downstream 
processing, in a way the other giant of the Pilbara, Rio Tinto, has been helped to meet some of its obligations.  
Congratulations to the member for Cottesloe, who started the HIsmelt process. 

Mr C.J. Barnett:  No, I did not. 

Mr J.J.M. BOWLER:  I know that he did not start the process, but he started negotiations with Rio Tinto about 
HIsmelt going into Western Australia, and this government concluded those negotiations. 

Mr C.J. Barnett:  I would love to take the credit, but that is not true. 

Mr J.J.M. BOWLER:  The member for Cottesloe was involved.  The worst thing is that today I heard that he 
will not be a member of Parliament in another 20 years’ time.  I had the member pencilled in; he should not 
worry about that!   

It is an irony that the conclusion of one agreement helps another company meet its agreement obligation for 
value-adding and downstream processing.  It is a great dream of all Western Australian governments to have 
more downstream processing.  There has not been a Western Australian government in the past half century that 
would not have liked to see more downstream processing.   

There is no doubt that the HBI plant at Boodarie was a failure. 

Mr C.J. Barnett:  I don’t agree with that.   

Mr J.J.M. BOWLER:  The member for Cottesloe referred to $2 billion, but in the end $2.5 billion was spent on 
construction and another half a billion was spent on operating costs.  I understand that it will cost another two 
hundred million dollars to remediate the site.  The member for Cottesloe said that BHP and/or the government 
should have attempted to sell that site.  I was advised when I was a backbencher - I was not a member of cabinet 
at the time - that every effort was made to find a new owner.  I understand that, in addition to iron ore, two or 
three different types of processing were considered for the site.  However, at the end of the day, BHP advised 
that no-one wanted to buy the plant.  Only BHP knows whether it operated and negotiated in good faith.  The 
tenor of the member for Cottesloe’s comments throws some doubt on that.  However, I do not know if that is the 
case because I was not involved. 

Mr C.J. Barnett:  I made the observation that when the Labor Party came into government, it was too quick to 
accept that that project had failed, as it was with a couple of other projects. 

Mr T.G. Stephens:  If we are giving out criticism, shouldn’t we also criticise you?  You let them off the hook 
from downstream processing, because even though they started the project, it didn’t matter whether it was 
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continued.  There was a failure in the agreement you struck which then left us with a legacy.  It did not leave us 
with an excuse; nonetheless, it is a legacy. 

Mr C.J. Barnett:  The member for Central Kimberley-Pilbara can make that accusation; I will cop it on the 
nose.  However, in reality the agreements were good faith agreements. 

Mr J.J.M. BOWLER:  Thank God the member for Cottesloe is not going to be a member of Parliament in 20 
years’ time.   

I thank the opposition for its positive comments on the bill.  The member for Cottesloe queried the fact that Rio 
Tinto received $125 million from the federal government.  I will never stop people receiving moneys from the 
federal government.  Any time we can get money out of the feds we should never query it or complain about it, 
because it is so rare. 

Mr C.J. Barnett:  Let us talk about a hypothetical LNG project.  Should this state consider an agreement act, 
ignorant of whether a subsidy has been paid by the commonwealth, particularly when we have a certain interest 
in LNG royalties? 

Mr J.J.M. BOWLER:  With anything like that, we would always prefer common-user infrastructure, and for 
any funding, state or federal, to go into that.  Whether it would go into that project, I do not know.  However, I 
will never stop federal money coming into Western Australia.  I will always welcome it.   

I thank the Leader of the Opposition and the members for Cottesloe and South Perth for their second reading 
contributions.  I commend the bill to the house.   

Question put and passed. 

Bill read a second time.   

Leave granted to proceed forthwith to third reading. 

Third Reading 

MR J.J.M. BOWLER (Murchison-Eyre - Minister for Resources and Assisting the Minister for State 
Development) [5.09 pm]:  I move -  

That the bill be now read a third time. 

MR T.G. STEPHENS (Central Kimberley-Pilbara) [5.09 pm]:  I did not contribute to the second reading 
debate because I was not sure whether we were going to move into the consideration in detail stage.  When 
Western Australian governments deal with an organisation like BHP Billiton, they have a lot to learn about the 
way such organisations deals with us.  I heard what the member for Cottesloe said, and he took it on the chin.  
We on this side must also take it on the chin over the handling of BHP Billiton and its downstream processing 
obligations.  Big companies play it tough when dealing with the government and the people of Western 
Australia.  They maintain an extraordinarily long corporate memory.  Regrettably, the government of Western 
Australia’s corporate memory is quickly lost.  With the changes of personnel in not only the cabinet but also the 
departments that deal with these corporations, it is too easy for us to be played for mugs.   

The Pilbara region is blest with energy in abundance and, currently, a plentiful supply of iron ore.  BHP Billiton 
has discharged its obligations for downstream processing in return for setting up the hot briquetted iron plant, 
certainly with billions of dollars in investment down the track.  Because the iron ore price is now so high, the 
pressure on the port is also high.  BHP Billiton can get good margins of return by simply staying focused on 
digging ore up, shipping it out and not blinking in the process, regardless of the fact that effectively 500 skilled 
jobs were associated with the plant.  Safety issues were paramount in everybody’s mind and were being tackled.  
The organisation had already learnt how to run the operation safely.  What it did not know then but knows now 
is how to shut a plant down safely and start it up again safely.  The board’s decision, which has been accepted by 
our government, has freed BHP Billiton of its obligation.  The inadequate state agreement, which I have 
described, has allowed BHP Billiton to walk away from downstream processing.  Its preoccupation as an 
organisation is with the simplest thing to do, which is to dig the ore up and send it off overseas.  A member for 
that area cannot help but look at this extraordinary reality and recognise that these resources will eventually be 
finished.   

Mr C.J. Barnett:  Far quicker than most people appreciate. 

Mr T.G. STEPHENS:  That is right.  When Argyle Diamonds came to us and said that it had a plan for an 
open-cut mine that would last for 20 years, it seemed a long time.  Blow me, I am still in this place and the 
company now needs another 20 years to mine underground.  Those 20 years have passed so fast.  One blink and 
they have gone.  In such a time the commodity can be stripped out, a billion dollars can be left in the state’s 
coffers and profits distributed all around the world to shareholders, but there can be little to show for it in a 



Extract from Hansard 
[ASSEMBLY - Tuesday, 11 April 2006] 

 p1456b-1465a 
Mr Paul Omodei; Mr John McGrath; Mr Colin Barnett; Mr John Bowler; Mr Tom Stephens 

 [8] 

region like the east Kimberley.  This has left an inadequate number of skills behind.  The company management 
has moved to redress that over the past four or five years.  I hope that its efforts will be continued and I am 
confident that they will be.   

BHP Billiton’s track record for handling downstream processing in the Pilbara is woeful.  Some members in this 
place will be here for another 20 years.   

Dr E. Constable:  Don’t wish that on us. 

Mr T.G. STEPHENS:  I do wish it on members, but they must remember these debates.  Let this corporate 
memory burn into their souls: we are taken for mugs.  I say to both sides of politics, the governments of Western 
Australia and the people of Western Australia, that what we are doing with our commodities, energy supplies 
and iron ore resources in the short term is not right.  They are our legacy and our opportunity.  Proper 
downstream processing should by now have happened, but it has not happened - not adequately.  I imagine the 
member for Cottesloe never foresaw that.  He sat and watched the opening of the HBI plant when I was there 
with the then Premier Richard Court.  It was a proud and happy day.  Who would ever have imagined that the 
agreement was such that it would let the corporation shut all the plant down because it could see a faster and 
better way to make a buck; that is, by better utilising the port for shipping out unprocessed iron ore.  The 500 
workers of BHP Billiton at Port Hedland, their skill sets and professional training were extraordinary, but are 
now lost from our state to places such as South America; they are scattered to the four corners of the globe to 
continue similar operations in different environments.  Our energy supply, commodities and delivery skills and 
training will no doubt go to other nation states when they should be staying here. 

I will not go on about it in this debate.  Obviously we support the bill, which is being supported by all sides of 
politics, but we must do better in government.  We must find ways of more forcefully dealing with the likes of 
these giant corporations, because their interests in these areas do not necessarily coincide with ours.  We need to 
take a much longer-term view of these issues than those corporations have displayed.  When these commodities 
run out, they will be gone, but governments will still have the task of ensuring that we have an intelligent, skilled 
human resource operating in Western Australia that can collaborate in the economic future of this state’s 
interface with the wider world.  It is hard to imagine these commodities running out, but they will; nothing is 
more certain.  We as parliamentarians in a debate like this must make sure that new members entering into their 
careers strive to do a better job than those of us who have been around the place for a long time have so far 
managed to do. 

MR C.J. BARNETT (Cottesloe) [5.19 pm]:  I do not intend to delay the passage of the bill, but I cannot resist 
the temptation to make a few responses.  I agree with what the member for Pilbara - for goodness sake can we 
give him a decent title instead of the member for Central Kimberley-Pilbara? 

Several members interjected. 

Mr C.J. BARNETT:  Cottesloe is nice.   

Mr T.G. Stephens:  I am very happy with the title.   

Mr C.J. BARNETT:  The sentiment is there.  I will cop it for the amendment to the agreement act that brought 
about the direct reduced iron process plant.  There have been many criticisms.  The former member for Pilbara 
was always criticising the failure of enforcement in the 1960 agreement acts for the Pilbara.  There have been 
deficiencies and the department has bookshelves of reports on why it was impossible to process particular iron 
ore.  For years the one thing that stopped the processing of iron ore was the price of energy.  With the 
development of the North West Shelf and the deregulation of the gas market in 1995, the price of energy fell 
dramatically, by 50 per cent, in the Pilbara.  In this case, to BHP’s credit, it built the gas pipeline from Karratha 
to Port Hedland and went ahead with the project.  Energy had become a price advantage to us.  That will be lost 
to us if we are not careful.  The key has always been low-cost energy in combination with our minerals, so that 
we can sell to the world market a mineral with energy embodied within it.  This government and this Parliament 
will have to take a stronger stand now and in the future.  The minister talked about corporate memory.  I am not 
sure whether I agree with his summation.  My experience is that corporate memory is remarkably short.  The 
turnover of senior staff in companies means that people do not know who started a project, the reasons for it and 
the understanding behind it.  There is a problem with staff turnover in those companies. 

This is the biggest issue facing Western Australia, other than salinity.  We are in a time of climate change.  I am 
on my soapbox now, I know.  Some people are suggesting that the wheatbelt may disappear as a productive area.  
We should not misunderstand the consequences of that.  Western Australia and Perth could almost shrivel up.  
What will sustain the population of Perth if we have no agriculture and if our mining resources are depleted and 
no more can be found?  They are starting to run out.  We will disappear.  Civilisations do change.  There is an 
ecology of the human species, and it can take place in a relatively short period.  It can be measured not in 
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hundreds of years, but in decades.  That is a real scenario of which we must be conscious.  We must play a 
leading role. 

A famous statistic about Western Australia is often quoted; even the Acting Premier likes to quote it.  The quote 
is that Western Australia has 10 per cent of the population and produces 30 per cent of the nation’s exports.  I 
have been offering to give a good bottle of red wine to any member who can find the original source of that 
quotation.  I have been offering it for years and no-one has won it. 

Mr J.J.M. Bowler:  What was it? 

Mr C.J. BARNETT:  The minister wakes up!  The quote everyone uses is that Western Australia has 10 per 
cent of the population and yet it provides 30 per cent of the nation’s exports.  Where did that quotation originate?  
A bottle of wine is on offer for anyone who can find its original source. 

Ms S.E. Walker:  Is it true? 

Mr C.J. BARNETT:  Statistically it is true.  Despite the new economy and all the biotech industries and 
everything else, Australia’s export trade performance - not services, which are relatively small; exports are 
dominated by commodities - comprises 50 per cent mineral and 20 per cent agricultural exports.  Australia is still 
a primary producer.  That has not changed much in the past 30 or 50 years.  This state is a strong performer in 
those industries.  How is that statistic considered internationally?  There is no doubt that in Asia - 

Ms J.A. Radisich:  I must interrupt, because I have to win the bottle of red wine.  I have searched the Internet.  
While WA’s economy is around 10 per cent of national GDP, it produces about 30 per cent of Australia’s 
$140 billion in goods exports. 

Mr C.J. BARNETT:  Who said that? 

Ms J.A. Radisich:  It was reported in a Commonwealth Bank research economic issues WA economy 2006 
outlook. 

Mr C.J. BARNETT:  I am sorry.  I will excuse the member as being new and enthusiastic.  I do not want to 
hold up the house.  Western Australians have been quoting that statistic for decades to anyone, whether or not 
they want to hear it.  There is no doubt that the people from some of the nations in the Asia Pacific region who 
buy products from Australia, particularly from Western Australia, trust us as a reliable supplier.  They trust the 
companies that operate in WA, including those about which we have been talking today.  They are trusted and 
respected.  However, I pose the question: are we admired?  I suggest that we are not.  Countries in the Asian 
region know that we are resource rich and that we do not take maximum advantage of that.  There is another 
dimension to that.  A couple of years ago, a world executive in the petroleum industry - I will not name him - 
said to me, “Colin, you’ve got all this natural gas.  Why would we want to sell it into the Australian market when 
we can sell it for more overseas?”  Commercially that is a valid point.  As the member opposite said, there is a 
disjoint - that is my word, not his - between the quite proper commercial interest of companies and our interest as 
the owner of the natural resource.  That is one of the great issues with which this state has been struggling since 
the 1960s.  It is about time that this state and this Parliament came to grips with it, otherwise a future generation 
might be left with a landscape of abandoned mines.  That might be our legacy. 

Question put and passed. 

Bill read a third time and transmitted to the Council. 
 


