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IRON ORE (FMG CHICHESTER PTY LTD) AGREEMENT BILL 2006 
Second Reading 

Resumed from an earlier stage of the sitting. 

MR C.J. BARNETT (Cottesloe) [3.38 pm]:  In view of the time, I will not say all I intended to say.  I support 
the agreement bill.  I very much hope that FMG Chichester Pty Ltd becomes the third major iron ore producer in 
the Pilbara.  Equally, I would like to see the expansion of iron ore mining with new projects in the mid-west of 
the state.  I will repeat the comment I made earlier: I think the government is in danger of confusing boom 
economic times, because of high demand and high commodity prices, with an advancement in the overall quality 
and structure of the minerals industry in this state.  They are different things.  I also reiterate that one of the 
significant issues that has gone backwards in recent years has been the coordination of resource development in 
Western Australia from a situation in which one minister had an overriding responsibility for everything to do 
with major projects, except environmental approval.  The situation now is that the Premier, as Minister for State 
Development, has a role, the Minister for Resources and Assisting the Minister for State Development has a role, 
the Minister for Planning and Infrastructure has a major role and Mr Brendan Hammond is apparently meant to 
be Superman and solve it all.  It is a recipe for one person not knowing what the others are doing and it is not 
necessary.  Successful resource development, in my view, requires a senior minister with overall responsibility.  
That has been the history of virtually every major project in this state over the past 60 years.   

During these boom times we should get in place the infrastructure that is required to sustain the industry in the 
long term, to get higher value adding, to get higher Australian participation in the industry and to insulate the 
state against the inevitable downturn in demand and commodity prices that will happen at some stage, hopefully 
not too soon.  In that respect, where I think the ball has been dropped but can be picked up again is major 
industrial estates in this state.  There is a state of confusion over what is happening on the Burrup Peninsula and 
there is a state of confusion over Oakajee.  This government, in its early days, boasted about all of the projects 
that would happen on the Burrup Peninsula.  It produced “Skill up for the Burrup” and those sorts of 
advertisements.  It has not happened.  This government spent its first three years ridiculing Oakajee.  It spent 
$100 million on expanding the Geraldton port.  Barely was that expansion completed through the dredging 
program when the potential customers of that port, the iron ore producers of the mid-west, began saying that it 
was inadequate and would not meet their needs.  Oakajee is fundamentally important to this state, as is sorting 
out the issues on the Burrup Peninsula.  Oakajee is not simply an outflow point for the iron ore industry.  
Potentially, it is the most important industrial site in Western Australia and its development, for that reason, 
needs to be overseen by the state.  I would welcome private investment in Oakajee, but Oakajee is potentially the 
next 30 or 40 years of development in Western Australia and it should not be given away.  It is a strategic asset 
and should not be simply handed over to some immediate projects that might come to fruition in the next couple 
of years.  It is far, far more important than that. 

This government has been in denial about a pet topic of mine; that is, the rock art on the Burrup Peninsula.  I 
repeat that I am not some born-again greenie; I do not get all teary eyed about it.  However, I recognise that that 
is a world issue.  The industry and the government have been slow to understand the ramifications that are upon 
this state right now.  It is not simply a Western Australian or a national issue; it is already an international issue.  
There is a solution at hand, as there is for Oakajee, but the government has to have the will to take the long-term 
view and make a wise decision.  At the moment, there is too much short-term thinking and too much focus on 
announcing the next production record or the next expansion of a mine instead of taking the long-term strategic 
position that is needed.  That position has been taken when there has been a single minister with overall 
responsibility for the industry, rather than several ministers competing for media releases and announcements. 

I wish this project well.  It should be a great project for the state.  I am sure it has many hurdles to overcome, not 
the least of which is securing markets.  Although it might seem to be a very easy market at the moment, to 
sustain the capital investment in projects like this we need quality customers with long-term fixed contracts.  
They are not easy to find. 

MR P.D. OMODEI (Warren-Blackwood - Leader of the Opposition) [3.43 pm]:  I support the Iron Ore 
(FMG Chichester Pty Ltd) Agreement Bill 2006.  Having discussed the matter with the minister - 

The DEPUTY SPEAKER:  Is the Leader of the Opposition the lead speaker? 

Mr P.D. OMODEI:  It does not matter, Madam Deputy Speaker, I will be brief.   

The DEPUTY SPEAKER:  Okay.  We will deal with it as though the Leader of the Opposition is the lead 
speaker. 
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Mr P.D. OMODEI:  In supporting the bill, I think it is important that I acknowledge the importance of this 
proposal for the state.  After discussing the matter with the Minister for Resources and Assisting the Minister for 
State Development, the member for Murchison-Eyre, I understand that there are some imperatives for FMG 
Chichester for this bill to be passed by the Parliament today.  The proposal for the open access port facility at 
Port Hedland and the $750 million that will be spent on shipping berths will allow very large ships to enter that 
port.  The proposal also includes the open access railway of 255 kilometres, and the mining operations at Cloud 
Break and Christmas Creek involve very important deposits.  Obviously, there are some logistical issues that 
need to be addressed.  At the same time, 45 million tonnes per annum will come out of the Marra Mamba iron 
ore deposit, commencing in the first half of 2008.  I understand that FMG is still negotiating rail access.   

The project is a significant one for the state.  The construction of the railway line, the port facilities and the 
mining operations represent a substantial investment of approximately $2.5 billion into the state’s economy.  
Some 1 500 people will be employed directly on the project during construction, with 300 people to be employed 
long-term.   

I understand that the project royalties paid to the state will total $120 million.  I have followed this project with 
interest.  Andrew Forrest is a very colourful mining figure in the state and he has raised significant funds to start 
this project.  I also understand that he has buyers for the iron ore.  I am not aware of who they are, but I know 
there is a huge demand in China for iron ore. 

Aboriginal heritage and native title issues have to be addressed as part of the agreement, and a community 
development plan is also part of the proposal.  Like many mining projects, this is a huge logistical exercise and 
also quite complex in that all of the funding and agreements need to be put in place before it proceeds.   

We do not want to hold up this legislation.  It is the last day of this session.  We will now have a significant 
break in parliamentary deliberations.  However, in cooperating with the government, the opposition has agreed 
to pass this bill in an expeditious way so that FMG can get on with getting this project up and running.  I am sure 
it will benefit the whole of the state. 

MR B.J. GRYLLS (Merredin - Leader of the National Party) [3.47 pm]:  The National Party also supports 
the Iron Ore (FMG Chichester Pty Ltd) Agreement Bill 2006.  It is very important to the Nationals to see a third 
major player emerge in the iron ore industry in Western Australia.  There is no understating the role that BHP 
and Rio Tinto have played in the Western Australian economy.  The National Party has been a very strong 
advocate of the independent supermarket and the IGA network, and it sees Fortescue Metals Group Ltd playing 
that role in the iron ore industry.  It can only be good for the state for new projects of this magnitude to come on 
line.  There is some urgency to this legislation, which we are also happy to facilitate.  FMG Chichester Pty Ltd is 
rearing to go and very much looks forward to seeing this legislation pass through the Parliament to allow it to get 
on with the job. 

This is a big project.  A total of $330 million of capital has been raised, with a resource portfolio of more than 
2.4 billion tonnes of targeted production, and with 45 million tonnes of iron ore per annum to be transported.  
Fortescue has told people that it believes that it has good contracts signed up for that tonnage.  The earthworks at 
Port Hedland have already started.  The work force now exceeds 140 people and this project is a welcome 
addition to industry in the Pilbara, which is driving not only the Western Australian economy, but also the 
Australian economy.   

However, the National Party is disappointed with what is happening in the Pilbara, even though it is driving the 
state and national economies.  If one visits Karratha and Port Hedland, one can see the economic activity.  
However, I am not sure that one will see any economic dividend just yet.  It is incumbent on this government and 
future governments to ensure that towns like Karratha and Port Hedland, which are the drivers of our economy, 
get to enjoy the benefits of the economic boom that they are driving in this state.   

I will quickly refer to Fortescue Metal Group Ltd’s indigenous employment proposal.  It has been innovative in 
the way it has handled this proposal.  It brought on board the high-profile Cathy Freeman to be the champion of 
its vocational training program.  In the past couple of weeks it had a full-page advertisement in The West 
Australian that referred to its vocational training program.  It outlined in that advertisement the role it would like 
to play in that area.  New innovative companies like Fortescue can put a little more pressure on the big end of the 
iron ore industry to make sure that it is not only meeting, but also increasing its targets.  It is not as though we 
want a 10 per cent target for indigenous employment.  We know we have a chronic employment problem for our 
indigenous community in the north and the more that we can do to facilitate them moving into employment, the 
better it will be for the indigenous community and the wider community.  FMG should be congratulated for its 
focus on and the work it has undertaken with the indigenous community in the north.  On face value, the 
partnership between FMG and the indigenous community of the Pilbara and the north appears very strong, and it 
will be very important.   
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It is important to mention the open access infrastructure - the rail line FMG is hoping to construct and the new 
port facilities.  The current argument in the state and federal spheres is focused on access to the BHP rail line and 
the need for state infrastructure to have third party access.  I think the Treasurer is handling that negotiation.   

Mr E.S. Ripper:  I am ministerially responsible for it.   

Mr B.J. GRYLLS:  I wish the Treasurer luck in reaching a resolution on that issue.  It is important to enable the 
next FMG to play a role in the future of the iron ore industry.   

FMG has played a key role in community consultation in Port Hedland.  I had the opportunity to speak with the 
young person who is undertaking that consultation.  Accessing housing in Port Hedland for this project is still a 
major problem.  I spoke about the work force exceeding 140 people.  Obviously, as construction ramps up, the 
work force will increase and the need to put those people into good accommodation will drive a live-in rather 
than a fly in, fly out work force.  It is important that that is allowed to happen.   

All parties support projects of this nature.  We also support innovation.  The Leader of the Opposition alluded to 
the fact that Andrew Forrest has had a very high-profile and colourful career up until now.  It seems that he will 
be able to turn this project into a reality and Western Australia can only benefit from that.   

The member for Cottesloe raised the issue of splitting the portfolios of state development, for which the Premier 
is responsible, and resources, for which the member for Murchison-Eyre is responsible.  That split presents 
challenges in projects such as this.  Many portfolios need to come together to make this project work.  It is my 
wish that the member for Murchison Eyre hold the state development and resources portfolios as one portfolio.  
He has experience in the mining industry and I am sure that he is 100 per cent behind making sure that these 
projects happen.  It is important, because today we are dealing with this legislation and the Premier is away.  I 
know that the Premier takes a keen interest in this area, but to have portfolio responsibility in the hands of the 
minister who is present today will produce a better outcome and provide more certainty to such projects.   

FMG is ready to go and is keen to see this legislation move through the Parliament as quickly as possible.  It 
looks forward to a speedy resolution to the issues on the rail proposal currently being addressed by the Minister 
for Indigenous Affairs.  The outcome of those negotiations will be important.  The state is in the middle of the 
most exciting resources boom in its history and it is critical that we do not sit back on our laurels while that is 
happening.  We need to continue to drive these projects and support the new players in the game, such as FMG, 
to get up and running.   

As soon as FMG is up and running and moving that 45 million tonnes of iron ore per annum through the Port 
Hedland port, I encourage the minister to turn his focus on the issues that the iron ore producers in the mid-west 
have on the political agenda.  We can then turn the mid-west iron ore resource into the next opportunity for 
development in Western Australia.  The iron ore industry is very strong and it deserves to be with what is 
happening in the world market.  The National Party is very happy to give it as much support as it possibly can.  
When the infrastructure is in place and the project is under way and is maintaining markets, one of them will be 
China.  We have had direct discussions with federal trade minister Mark Vaile, our National Party colleague, and 
sought his assurance that he has Fortescue Metals and its 45 million tonnes per annum iron ore production at the 
forefront of his mind when he is in China so that he can use his role as trade minister to facilitate the sale of that 
iron ore into the Chinese market.  If that can be put in place, we will have a very exciting project about to take 
off.  I and my colleagues support this bill   

MR J.J.M. BOWLER (Murchison-Eyre - Minister for Resources and Assisting the Minister for State 
Development) [3.56 pm]:  I thank the Leader of the National Party, the Leader of the Opposition and the 
member for Cottesloe for their forbearance and for curtailing this debate so that the Iron Ore (FMG Chichester 
Pty Ltd) Agreement Bill can pass through this place today.   

In these times of unprecedented economic growth, we can be forgiven for thinking that this project involves only 
another 200 or 300 jobs and $2.5 billion; therefore, there is no rush to pass this legislation.  We should not lose 
sight of the fact that this state needs every dollar and job it can get.  The moment we think that we have enough 
jobs and money and we can take it a bit easy, that is the moment we begin to go backwards.  This state is facing 
unprecedented times and it is the government’s job to make sure that the growth continues.  We will ensure that 
that will happen by getting this sort of agreement through the Parliament to enable the Fortescue Metals Group 
Ltd and Andrew Forrest consummate a lifelong dream.   

The member for Cottesloe described Andrew Forrest as somewhat less than conventional.  He may be, but the 
Murrin Murrin project in my electorate is producing more than $1 billion worth of nickel a year and providing 
more than 1 000 jobs.  He may have been less than conventional in getting Murrin Murrin up, but he has it up 
and running and it is producing jobs.  I have no doubt that the zeal and enthusiasm that Andrew Forrest displayed 
for that nickel project has been transferred to the FMG iron project.  Again, he will create jobs and wealth for 
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Western Australians.  This is a big project that involves mineral reserves of 1.2 billion tonnes, a capital cost of 
$2 billion and the creation of 300 jobs.  About 1 500 people will be involved in the construction phase.  The 
Treasurer always reminds me that we may be going well, but we have to maintain the pressure so that we 
continue to go well not only now, but also for the long term.   

The member for Cottesloe said that historically the state does not have enough downstream processing.  From 
what is being produced out of the Pilbara, I am pleased to be able to say that this state agreement has a trigger at 
45 million tonnes; that is, under the state agreement, FMG has to introduce downstream processing of two 
million tonnes a year, which involves a considerable degree of processing and the further creation of jobs.   

The Leader of the National Party raised some very good issues about the social benefits from this kind of project 
and what the state agreement can facilitate.  I agree with him, particularly regarding indigenous employment.  
That is specifically a part of the commitment by, and obligations of, FMG under the state agreement.  He also 
referred to local content.  For the first time ever under a state agreement, community and social benefits will be a 
part of the reporting process to the responsible minister.  We will be making sure that that reporting happens.  I 
again allude to the fact that at Murrin Murrin, Andrew Forrest is providing considerable indigenous employment 
opportunities.  Those opportunities are ongoing.  I look forward to the same happening with the FMG iron ore 
project.  

Finally, I acknowledge the work that has been done on this project by Julie O’Donoghue, the project manager for 
this project in the Department of Industry and Resources; and Mary Tagliaferri - a Kalgoorlie girl - the Senior 
Assistant State Solicitor, and Sam Panetta, the Assistant State Solicitor, State Solicitor’s Office.  I commend the 
bill to the house.   

Question put and passed. 

Bill read a second time. 

Consideration in Detail 

Clause 1:  Short title -  

Mr C.J. BARNETT:  The debate on clause 1 usually allows for a bit of flexibility.  Therefore, it might save 
some time if I raise these issues at this stage.  Can the minister give us an update on the current state of this 
project?  An agreement act is an important document for the proponents of a project.  It is a means of 
demonstrating to the marketplace that a project has bipartisan support, and gives a project the stature of having 
behind it not only the government but also the Parliament.  I recognise that a state agreement act is an important 
document in marketing a project to customers of, in this case, iron ore.  It is also an important document for the 
proponents in seeking to finance a project through the banking sector.  However, an agreement act is also an act 
of Parliament.  I think that, in good faith, the Parliament should pass an agreement act only if there is a valid 
expectation that the timeline for the project is realistic.  In that sense, therefore, I hope we are not talking about a 
project that is 10 years away.  I hope we are talking about a project that is close to progressing to the next stage.   

Mr J.J.M. BOWLER:  This has been a bit of an unusual state agreement in the sense that, as the member for 
Cottesloe said in the first part of his speech before question time, the main part of this project is not the mining 
phase but the infrastructure phase for the rail and the port.  A lot of work is taking place in that area.  Members 
would be well aware that there is a problem with the route through one part of the area; namely, Abydos-
Woodstock Reserve.  Hopefully that will be resolved within the next few days.  However, that is a matter for 
another minister.  There has been some media speculation about the size of the contract and the current status of 
the mining phase.  In fact, it has gone beyond media speculation, because some legal action has been taken over 
the marketing of some of the earlier contracts with FMG.  However, I am advised that there is now a firm 
memorandum of understanding with a Chinese buyer for 36.4 million tonnes of iron ore per annum.  I 
understand that is not part of that other dispute that made some media headlines.   

With regard to the reserves, I understand that the feasibility study was released in May 2006.  At that stage there 
was 1.1 billion tonnes of probable and proved reserves, with a minimum capacity initially of 10 million tonnes 
per annum.  That is the minimum capacity under the state agreement.  The maximum can go beyond 45 million 
tonnes, but that involves another trigger again.  It will be between 10 million tonnes and 45 million tonnes per 
annum.  As I have said, the memorandum of understanding is for 36.4 million tonnes per annum.  One imagines 
that is what the initial aim will be, once the project has been ramped up to the first stage.   

Mr C.J. BARNETT:  Has the minister met with the potential Chinese customers, or does he propose to do that?  
If I may say so, it is important that the minister does meet with customers in major projects at an early stage in 
the proceedings. 

Mr J.J.M. BOWLER:  It is not just one customer; there are a number.  I intend to go to China in December. 
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Mr C.J. Barnett:  It is a bit chilly at that time of the year. 

Mr J.J.M. BOWLER:  It is hot in Kalgoorlie, though, so it is probably not a bad time of the year to get away.  I 
intend to meet with the customers and express this government’s support for the project.  Just half an hour ago I 
met with a potential Chinese buyer of iron ore.  I met with him here at Parliament House before we came back 
into the chamber after question time.  Therefore, to answer the member’s question, no, I have not met with the 
potential customers, but I intend to meet with as many of those as I can - particularly with regard to the FMG 
contract - when I go to China, and also Korea, later this year.   

Mr C.J. Barnett:  That is good.  The minister should do that. 

Mr P.D. OMODEI:  When I spoke to the minister earlier today, he said that there was some urgency, or 
importance, about passing this bill through this house today.  Obviously the Legislative Council will also be 
going into recess after today, so it will be at least six weeks before this bill passes through that place.  I would 
like the minister to explain to the house why there is some urgency about passing this bill through this house 
today.  We do not want to hold up the bill, but it would be beneficial for the house to know the minister’s reasons 
for asking that this legislation be passed through this house today.   

Mr J.J.M. BOWLER:  There are two reasons.  First, this agreement was to proceed by 30 June, which is 
tomorrow.  The other reason is that I am advised by Andrew Forrest - the member for Cottesloe has described 
him as being less than conventional at times - that it will help him with his fundraising; that is, his capital raising 
will be strengthened by the fact that this Parliament has supported the final part of his jigsaw.   

Mr P.D. Omodei:  That is the case at least in part.  It has to go to the Legislative Council.   

Mr J.J.M. BOWLER:  Yes.  This chamber has supported it.   

Mr C.J. BARNETT:  While we are having a chat about the short title, will the minister advise what stage the 
environmental approvals for the project are at?  The issue of the night parrot has been raised.   

Mr J.J.M. BOWLER:  The state environmental approvals have been finalised, as the member for Cottesloe 
would be aware.  However, the matter of the night parrot and the Cloud Break area is still with the federal 
Minister for the Environment and Heritage.  We do not anticipate any problems; however, one never knows.  

Mr C.J. Barnett:  Has the state told the federal Minister for the Environment and Heritage its point of view 
about the night parrot?   

Mr J.J.M. BOWLER:  I have not.  I do not know about my state colleague the Minister for the Environment.  
We have made public statements.  I cannot answer for the Minister for the Environment.  I can always follow 
that up and let the member know.  I agree that it does not seem to make too much difference with that federal 
minister at times.   

The DEPUTY SPEAKER:  Before I put the question, I want it on the record that although I have allowed some 
latitude on the debate on the short title, I hope no-one sees that as a precedent for future debates on short titles.  

Clause put and passed.   

Clauses 2 to 6 put and passed.  

Schedule 1 put and passed.  

Title put and passed.  
Third Reading 

Bill read a third time, on motion by Mr J.J.M. Bowler (Minister for Resources and Assisting the Minister 
for State Development), and transmitted to the Council. 
 


