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Report of the Portfolio Committee on Mineral Resources (PCMR) on a study tour to 
Australia from – 31 July to 04 August 2017, dated 06 September 2017 

 

The Portfolio Committee on Mineral Resources, having undertaken a study tour to Australia 

reports as follows: 

 

1. Introduction 

 

The Portfolio Committee on Mineral Resources (the Committee), conducted a study tour in 

Perth, Western Australia from 29 July – 05 August 2017. 

 

2. Background 

 

A delegation of the Committee visited Australia, one of the leading global mining 

jurisdictions. The Committee decided to concentrate on Western Australia, recognized 

as one of the top five mining investment destinations in the world. Perth was the base 

for the study tour. 

There were four main aims for the study tour: 

1. To understand the mineral policy of Western Australia (each state has its own 

mining laws and mining ministry) and how the how the investment environment for 

mining is regulated. 

a. This included an explanation of the Minerals Resource Rent Tax, which was 

introduced by the federal government and then revoked. 

2. To understand the laws, policies and instruments in place to ensure higher levels of 

local content for mining inputs. 

b. This included the State Agreements on large mining projects which are 

passed by the Western Australia Parliament, after negotiations on terms with 

the company concerned. 

3. To understand how the state deals with the environmental issues that relate to 

mining, including measures to deal with derelict and ownerless mines that may pose 

environmental hazards 

4. To understand the labour system used on mines in Western Australia, including 

issues of technology, mechanization and skills training. 

 

Australia is a recognised example of best practice in natural resource management.  

Australia has the world's largest reserves of lead, nickel, uranium and zinc. It is a major 

exporter of iron ores and the biggest global coal exporter. The minerals industry 

contributes about 10 per cent of the GDP in Australia (compared with about 8 per cent 

in South Africa) and employs over a quarter of a million Australians.  

 

Resource abundance alone is not a sufficient condition for the development of a successful 

resource sector. The study tour to Western Australia showed that developing and maintaining 

a successful and prosperous resource sector depends on a complex combination of factors, 

including: technology, social and organisational factors, the legal framework, government 

policy regarding ownership of resources, and government support for the geological survey 

function. 

 

3. Composition of Delegation 

 

3.1 Parliamentary Delegation 
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The delegation was composed of the Chairperson of the Committee as the Leader of the 

delegation, Mr S Luzipo (ANC), Inkosi ZMD Mandela (ANC), Mr M Matlala (ANC), Ms M V 

Mafolo (ANC), Ms HV Nyambi (ANC) Mr IA Pikinini (ANC), Mr J Lorimer (DA), Adv. H C 

Schmidt (DA) and Mr S Jafta (AIC) 

 

Accompanying the committee was the Committee Secretary Miss A Boss and Committee 

Researcher, Dr M Nicol. 

 

3.2 Department of Mineral Resources 

 

Mr K Matrose: Office of DG, Mr M Nkabinde: Parliamentary Liason Officer, Ms M Modipa, PA 

to DG and Ms S Ntaope, International Relations DMR. 

 

3.3 Guests in Attendance 

 

NAME POSITION COMPANY 

Hon Bill  Johnston Minister WA Minister for Resources 

and Energy 

Mr T Hammend Member of Parliament Federal Member for Perth 

Mr D Alexander Principal Policy Advisor WA Minister for Resources 

and Energy 

Ms L Reynolds Senator for Western Australia WA Parliament 

Mr B Repard South African Honorary Consulate Paydirt Media (Pty)Ltd 

Mr DP Piper Editor Paydirt Media (Pty) Ltd 

Dr P Gorey Deputy Director General Department of Mines, 

Industry Regulation and 

Safety (DMIRS) 

Ms K Caple Assistant Executive Director Environment DMIRS 

Ms DA Norris Director DMIRS 

Mr S Ridge Executive Director: Resources Safety  DMIRS 

Mr T Bullen General Manager: Tenure and Naïve Title 

Branch 

DMIRS 

Prof W Ela Prof. Water treatment and Desalination Murdoch University 

Dr K Ruthrof Research Associate:  Murdoch University 

Prof L Karstadt Deputy Vice Chancellor, International Murdoch University 

Prof JJ Eksteen Chair: Extractive Metallurgy Curtin University 

Prof CFP Clark Head and DD: WASM Curtin University 

Prof S Islam Dean: International Curtin University 

Prof AJS 

Spearing 

Director Western Australia School 

of Mines 

Dr R Rogerson Executive Director Geological Survey of WA 

Ms G Black Corporate Affairs Officer Alcoa 

Ms MM Oliver Community Education Officer Alcoa 

Mr S Bennison CEO AMEC 

Mr N Van Brunen Policy Officer AMEC 

Mr D Horak Interim CEO Australia-Africa Minerals 

and Energy Group 



 3 

Mr K Moyle Manager Environment and Land Access Chamber of Mineral and 

Energy of WA 

Ms C Cherry Manager Economic Competitiveness Chamber of Mineral and 

Energy of WA 

 

4.  Meeting with Mr Bill Repard, South Africa’s Honorary Consul in Western 

Australia 

 

Mr Bill Repard, South Africa’s Honorary Consul in Western Australia welcomed the delegation 

and said that there are approximately 50,000 former South Africans living in Perth, the 

resources capital of Australia. Perth is the venue for the annual “Africa Down Under” 

conference, an international gathering similar to Cape Town’s Mining Indaba which focuses 

on investment in Africa’s mining sector. Mr Repard, who is also the owner of Paydirt Media, a 

trade publisher for the Australian mining sector, said that Western Australia has a very 

sophisticated government system for the regulation of the mining industry. An annual survey 

rated Western Australia number three in the world for promoting mining investment. This 

shows that the government is doing the right things. 

 

Mr Dominic Piper, Editor, Paydirt Media spoke about the similarities and differing fortunes of 

the mining industries in South Africa and Western Australia. Iron ore is the backbone of 

mining in Western Australia. The exports of 54 billion Australian dollars a year (about R540 

billion) are almost double the exports of the entire mining sector in South Africa. The second 

mineral mined is gold, where AngloGold Ashanti and Goldfields are major investors. Other 

sectors of significance are bauxite/alumina, nickel, copper and diamonds. The present area of 

focus for new investment is lithium – needed for batteries – where over 60 junior development 

companies are active, looking for new deposits. Western Australia also has an established 

off-shore oil and gas sector. Minerals in Australia are not owned by the whole nation, but by 

each state individually. There has been talk over the decades of Western Australian seceding 

from the Commonwealth of Australia and keeping all the mineral wealth for its citizens alone.  

 

Mr Piper said that, in his view, the starkest difference between Australia and South Africa in 

mining lies in the area of exploration. Australia has a thriving exploration sector, driven by so-

called “junior” mining companies, valued below $100-m. with about 600 listed on the stock 

exchange. $428-m is spent annually on mineral exploration and double that figure on oil and 

gas. In South Africa, for various reasons, exploration has really slowed down. 

 

Western Australia, like South Africa, is highly endowed with minerals. The Western Australian 

legislative approach is based on stability. Mining investors need stability in the law because 

their investments last for over thirty years. Foreign investors are treated on an even keel, in 

the same manner as local investors. Security of tenure is guaranteed – unless there is gross 

negligence on environmental issues – but a “use it or lose it” policy is also in place. Investors 

have to spend a minimum amount of $1-m per year on a tenement, or they are stripped of 

their rights. To hold on to the rights given by the government, a company has to invest 

consistently. In South Africa, major mining companies have held on to areas where they do 

not mine and sterilised rights to minerals, part of the reason for the lack of exploration 

spending. Australian mining companies are investing in the rest of Africa much more than in 

South Africa because there is a perception that there is legislative uncertainty and perhaps a 

misconception that there is little unexplored ground available in South Africa. 
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Some South African mining companies are listed on Australian stock exchanges. Over 200 

Australian companies are active in the mining sector on the African continent. A lot of South 

African expertise is applied in the rest of Africa via Australian companies. The mining 

equipment and services sector is burgeoning in Australia. This will provide a source of 

economic activity when the minerals are mined out. Australia leads the way in technological 

innovation in mining – supported by many expatriate South Africans. 

 

During the discussion it emerged that despite the emphasis on mineral exports, Australia has 

provisions to give priority when there are domestic users of mineral and petroleum. For 

instance, 15 per cent of gas production has to be retained for local gas producers. There is a 

national investment board that has to grant approval when more than 20 per cent of a 

company is purchased by foreigners. This is always given, but there has to be a full 

investigation when the foreign buyer is a state-owned company (as with Chinese companies).  

 

No legislation requires local employment on mines but (only since 1993!) most of Western 

Australia is owned under “Native Title” by the local population. Mines have to negotiate for the 

rights to use the land they need to mine. This may involve guarantees on local employment, 

training or cash. There is no veto right as such against mine development, but unless there is 

agreement, a mine can be delayed in court for ages. No profit share for local communities is 

specified in the law, but again, this depends on what may be negotiated. There is no free 

carry interest by the state in mines. Companies like Fortescue (iron ore) lead in the 

employment of indigenous people. It provides training and permanent employment. There is 

no empowerment requirement – but the indigenous population is only two to three percent of 

total population in the state. The government itself does not get involved in the specifics of 

agreements between mines and indigenous people. 

 

Junior exploration companies have no producing assets and raise money for their activities on 

the stock exchange. This can be as little as $3-million or even less. The companies go into 

hibernation when the commodity cycle dips, but they may have to raise $1-m annually for 

exploration expenditure just to keep rights to their tenement. 

 

There is no steel industry in Western Australia – the ore is dug-up, crushed and shipped out. 

There have been several attempts in the past to create a steel industry, but these were not 

sustained. Several of the “State Agreements” on major iron ore mining projects specified that 

companies use their “best endeavours” to add more value to raw minerals, but this was never 

strictly defined. The government does not force companies into loss-making enterprises. 

Miners do not make the best manufacturers. Australia also has high power costs and high 

wages. It is “not a great manufacturing nation”. There is a steel industry in New South Wales 

on the east coast, but it is negligible in size. There is no competing with China on steel. 

 

“Illegal miners” are not an issue in Australia. Most mines are very remote. The geology allows 

for open-cut mining, not for shafts and underground mining. The annual salary of miners is 

high - $70 thousand or $ 80 thousand a year is the entry level wage for a cleaner on a mine.  

There is not much incentive or opportunity to be an illegal miner. Australia has no problem 

with illegal immigrants. [Australia has a ‘whites only’ immigration policy until 1979]. 

 

In the past, the union movement ensured that there is a tradition of ensuring good working 

conditions on mines – wages, compensation for injuries, accommodation, fringe benefits. The 

conditions for mineworkers are not comparable with bushveld platinum mines in South Africa. 
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Mines compete with one another for labour – so they provide swimming pools, bars and good 

wages ($130,000 a year for an electrician). The majority of miners now work nine days on and 

five days off on a Fly in Fly out (FIFO) system. There are daily flights to the major mine sites 

from Perth. FIFO has led to the decline of the towns originally established near the mines. 

Shifts tend to be 12 hours long. FIFO allows big earnings for miners, but it is negative for 

normal family life and some miners have drug and alcohol problems when they leave. There 

are more women in the industry than in the past, but the FIFO system poses challenges for 

home life, with workers away for long periods and then suddenly back. 

 

Fatalities are low – 2 in 2016, with total employment of 70,000. Most fatalities are from vehicle 

incidents. Mining is highly mechanised, due to the geology. On some mines, the trucks are 

driven remotely, by drivers thousands of kilometres away, in Perth. The aim is to take workers 

away from areas of danger. Most mines are open pit or have 4m x 4m declining shafts. There 

are few vertical shaft mines. 

 

5.  Presentation by Department of Jobs, Tourism, Science and Innovation (DJTSI) 

 

Mr John Shute, Country Manager, Europe, Middle East and Africa/International Education, 

Trade and Investment gave an introductory presentation to assist the Committee to 

understand why the state of Western Australia (WA) has experienced such economic 

success. Mining is the base – but this is supported by many other sectors – and by a 

government that is intent on getting maximum benefit from the opportunities unleashed by 

mining. As he said, “We are doing something right”. 

 

WA has a long history of foreign investment dating back to the gold rush in the 1890s, and 

recognises the vital role that international trade and investment has had in the rapid 

development of world leading mineral and petroleum industries in the state. This has attracted 

leading international mining, energy and other associated services companies to Perth, which 

is a regional centre for companies servicing the State’s resources sector. Perth also has the 

largest concentration of ASX stock exchange-listed companies due to its link with the energy 

and materials sector (which accounts for 40% of all companies listed on the ASX). Global 

trade underpins WA’s export-oriented economy. Perth is a great place to live and work, 

receiving perfect scores for education, infrastructure and health care by the Economist 

Intelligence Unit (EIU) in its annual liveability survey. Perth shares a business time zone with 

the most populous and dynamic countries in the region, and is just a five hour flight away from 

Singapore, and only four hours from Jakarta. 

 

Western Australia is vast. At 2.5 million square kilometres, the State takes up a third of 

Australia’s total land mass or about a quarter of China’s area. It is over double the size of 

South Africa. Much of the State is sparsely populated, with about 79% of WA’s residents living 

in the Perth metropolitan area. WA has more than 20% of Australia’s agricultural land, 

comprising over 80 million hectares while some of the State’s onshore gas basins are the size 

of European countries e.g. Canning Basin is 506,000km
2

, of which 430,000km
2 

is onshore – 

larger than Germany (357,022km
2

), Norway (323,802km
2

), Sweden (450,295km
2

). WA’s 

population was 2.62 million in the June quarter 2016, 11% of the national population. 

Population rose 1.0% (27,137) in 2015-16, below annual average growth of 2.5% over the 

past ten years. The 2015 WA Tomorrow report (by the Department of Planning) forecasts a 

population of 3.27 million by 2026. Natural increase (21,200) and net overseas migration (up 
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13,640) offset falling net interstate migration (down 7,703) in 2015-16. WA Treasury forecasts 

annual average population growth of 1.2% in 2016-17. 

 

Mr Shute summarised the extraordinary growth of the WA economy since 2000, as it provided 
raw materials (particularly iron ore) to meet demand from China. An unprecedented peak in 
global commodity prices has led to significant expansion of the WA economy, which has seen 
annual average growth of 5% over the past 10 years. As the major resources projects in the 
State move from construction to production, the economy is now transitioning from this period 
of strong growth. This is because many more workers are employed in the construction phase 
of mines. 
 

However, the long term fundamentals of the WA economy are strong. The resources sector, 

in which the state has a comparative advantage, will continue to drive growth through a 

substantial increase in exports.   

 

With regards to the resource sector he reported that as of March 2017, there were $101 
billion of major resource projects under construction or committed in WA. (The Australian 
dollar, at the time of the study tour, was exactly ten times more than the value of the South 
African Rand - $101 billion is just over R1 trillion.) Since September 2016, new projects have 
included: Dacian’s Mt Morgans Gold project ($220m); Tianqi Lithium’s Lithium Processing 
Plant ($400m); Atlas Iron’s Corunna Downs project ($53m); Woodside’s Persephone-1 gas 
project ($1.2b); DBP Group’s new Gas Storage Facility in Onslow ($69m). A total of $52b has 
been identified as under consideration. Since September 2016, new projects in their early 
consideration stage include BHP Yandi South Flank ($3.5b); FMG’s Eliwana and Nyidinghu 
projects ($2b); and Rio Tinto’s Koodaideri project ($3b). The value of WA’s mining and 
petroleum industry was $94.8 billion in 2016, which is an increase of 4% ($3.4 billion) from the 
previous year. The improvement is largely on the back of increases in production volumes for 
major commodities such as iron ore, gold and petroleum products. WA was rated by the 
Fraser Institute in Canada to be the most attractive jurisdiction for mining investment in the 
Australia and Oceania region, and the third most attractive jurisdiction in the world in 2016, 
based on interviews with international mining executives. Western Australia is a global player 
in its own right, contributing a significant share of world production of key commodities. 
 

Mining is dominant, but it is not the only area of opportunities. Mr Shute reported that in terms 

of agriculture, food and fisheries, WA exports about 80% of its annual grain production to 

more than 50 countries worldwide. It is the leading supplier of premium malting barley to 

China; a major supplier of wheat for the Japanese udon noodle market; and a major feed 

barley supplier to the Middle East. Supply chain investment opportunities are promoted by the 

Department in: dairy; horticulture; live cattle and beef; fisheries; live sheep and sheep meat; 

wine; fodder; premium food; and grain. 

 

Western Australia is also home to a world-class defence industry with the capability and 

capacity to deliver for the nation’s future shipbuilding and submarine programs. The 

Australian Marine Complex (AMC) is an integrated industrial estate driven by an opportunity 

to create an innovative industry cluster which services an existing shipbuilding industry while 

creating facilities to help maximise economic benefits from the surge in resources activity. 

 

In Education and Training, Western Australian providers operate internationally using various 

models ranging from establishing their own presence, partnering with local providers or 

working exclusively with commercial clients. Providers are highly skilled and can develop 

tailored training solutions to fit the needs of the client, sector and country. Murdoch Singapore 

is a wholly owned subsidiary of Murdoch University and is the second largest Australian 

education provider operating in Singapore with approximately 5,500 student enrolments in 

degree programs and more than 13,000 alumni in Singapore. Murdoch University offers 
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courses in Singapore in partnership with Kaplan Singapore, one of the world’s largest 

education companies. Curtin Sarawak is Curtin University’s largest international campus with 

approximately 3,500 students from 40 countries and was the first foreign university campus to 

be established in East Malaysia. Curtin Sarawak offers a range of undergraduate and 

graduate courses in engineering, science, commerce and arts in addition to university 

pathway programs.  The University of Western Australia (UWA) has joined with the University 

of Tasmania and Chinese Southwest University (SWU) to form a new Sino-Australian college, 

Westa College. The program is the first undergraduate school including an Australian 

university approved by China’s Ministry of Education, and the first in China involving two 

Australian university partners. University of Western Australian courses are available in 

economics and biotechnology. Approximately 920 students will be enrolled.  

 

Innovation has played an important role in allowing WA to build on our natural advantages in 

resources, agriculture and health. A $20m innovation fund was announced in May 2016. The 

‘Western Australian Innovation Strategy’ is focusing on investing in transferable capabilities 

such as: automation; data analytics; digital technology; remote operations and robotics to 

extend to other industries in the State. 

In the medical field, WA has capabilities in: Medical Technologies e.g. skin and tissue 

regeneration; imaging; drug delivery systems, Biotechnology e.g. bioinformatics; diagnostics 

and therapeutics; genomics and Aged Care e.g. research; residential and home care 

services; and medical and scientific training. 

 

Western Australia’s maritime experience spans diverse industries including marine, defence 

and fisheries, and many companies in the State associated with other sectors (resources; 

infrastructure) have capabilities specific or adaptable to the maritime sector. Capabilities 

include: fisheries and aquaculture services; port and marina services; shipbuilding and related 

services; maritime supply and logistics; oil and gas services; and metocean, geophysical and 

environmental services. 

 

With regards to Oil and Gas, WA is one of the few places where potential remains for larger 

oil and gas discoveries, including shale gas. $92b of liquid natural gas (LNG) projects are 

under construction or committed, and $19.5b under consideration. There are opportunities for 

service providers in marine and unconventional gas operations and maintenance; engineering 

design and fabrication; logistics and transport; emergency response and safety; research and 

innovation. 

 

Australia is one of the world’s greatest mineral provinces with over 500 commercial projects 

across 50 different minerals and nearly 1,000 operating mine sites. All of these mines have to 

be planned, maintained and operated so new businesses can be formed in core engineering 

design and project management; consulting services; information technology equipment; 

specialised technology; core mining and processing equipment; as well as the general 

support services that mines need. WA has an extremely strong and innovative local Mining 

Equipment and Technical Services (METS) sector. There are more than 650 METS 

companies (one-third of Australia’s total), approximately 30% of which are active 

internationally. The State accounts for over 25% of the $90b Australian METS industry. METS 

include expertise in remote control technologies and automated system solutions; airborne 

and ground geophysics and GPS positioning; exploration and 3D mine design software 

including mine production management and control and data management solutions; 

metallurgical, mineral and chemical process design, development and engineering. 
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Mr Shute emphasised how involved WA companies and consultancies are in mining in Africa. 

This is not done in a haphazard manner. It is supported by the state government, the national 

government and by associations formed by the providers themselves. The export of technical 

know-how and services to Africa is recognised as a useful earner of foreign exchange for 

Australians. The mining sector has a double impact – exporting ore, and exporting knowledge 

on how to mine. 

 

5.1 Western Australia State Agreements 

 

Ms Milka Klobucar, Executive Director – Project Facilitation (DJTSI) briefed the delegation on 

“state agreements” a unique policy tool that has been developed by successive Western 

Australian governments to manage significantly large mining and natural resource projects. 

 

The Department of Mines regulates the “normal” mining sector, under the Mining Act, 1978 

but DJTSI (which until recently was named the “Department for State Development”) 

facilitates trade and new investment for Western Australia. State agreements are essentially 

contracts between the government and private-sector companies that are given the status of 

law through ratification by Parliament. 

 

State agreements underpin all of the large mining operations in Western Australia. They can 

override some provisions of the mining laws (for example on royalties) and it is very important 

to note that they are arranged under a different government department. They are not “mining 

agreements” they are “state agreements”. 

 

Western Australia has 56 operating state agreements for mines (out of over 500 industrial-

scale mines in total). 19 of these are for iron ore mines. During 2014/15, State Agreement 

projects contributed about 65% value of production ($64bn), 80% of royalties to the State ($5 

bn) and 60% of employment (62,000) in the resources sector. 

 

State agreements (SAs) were introduced because existing State legislation sixty years ago 

was unable to deal with the complexity of major projects that required not just building a mine, 

but building whole new towns, railways, ports and other infrastructure.   

 

In the 1960s, there was widespread use of SAs with the development of iron ore in the Pilbara 

and alumina in the South West. SAs all put a significant onus on companies for infrastructure 

development. SAs provided the “legal framework” and “enabling powers” for this sort of major 

project development. The modern SA is tailored to deal with matters that cannot be dealt with 

under laws of land. Traditionally only “major” resource projects are covered by a SA. Each SA 

is negotiated on a project specific basis.  

 

SA’s are a contract between a proponent and the State which is ratified by an Act of the State 

Parliament after negotiation is completed (Parliament cannot amend the agreement). The SA 

“packages” the rights and obligations of all parties. There are standard clauses (boilerplate) 

across all SAs with customisation for project specifics (eg: rail). Since 1960s SAs have been 

the principal major project facilitation tool in WA. Each establishes a framework for ongoing 

State / Project management.  

 

Ratification by Parliament is seen as essential. It confirms the power of the State to enter into 

the Agreement. Some provisions have force of law as a result of ratification. It demonstrates 
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bi-partisan support for project (there are two main political parties, Labor and Liberal, who 

often swop leadership of government in elections, most recently in March 2017). The SA 

enhances certainty; it promotes a stable investment environment. Changes can be made by 

agreement between parties only. SAs are public documents, resulting in openness, 

transparency and accountability.  

 

The mining companies are very supportive of SAs. They deliver “whole of government” 

support—through one co-ordinating Minister. This increases certainty / reduces sovereign risk 

as it protects against the State “unilaterally” changing the agreement. It modifies State 

legislation where appropriate. The State’s level of engagement is more than on projects 

developed under the laws of the land. Proponents accept that the SA gives the State an 

important and on-going influence over the project and the company is obliged to consult the 

State and to seek State approval on all key project issues via a “proposals mechanism”. 

 

Advantages for the State are that all rights and obligations of government are packaged into 

one Agreement that handles all project phases from commencement to completion and then 

through to termination, many years after. One 65 year old SA was recently extended for 

another 30 years. The proposals clearly define the project and keep the development Minister 

“in the loop”. It develops infrastructure (which belongs to the State at the end and could have 

alternative uses), it emphasises local content / employment and may encourage secondary 

processing. The SA incorporates other State policy principles - royalty, local content, remote 

development — infrastructure sharing, Community Development Plans etc.  

 

There are downsides to SAs for the State. All SAs are time consuming and “resource hungry” 

to negotiate and manage. Some projects either not realised as planned or not realised in a 

timely way. There is a potential conflict of interest in being “pro-development” when there is a 

need to satisfy all stakeholders, including those who are against a particular project or 

aspects of it. The separation of regulatory functions from State Agreement management 

(royalty collection, grant of tenure, environmental approvals, etc) can be problematic. 

 

State Agreements are managed through a “Proposals Mechanism”, a formally framed 

approval mechanism for new projects and expansions. One Minister is responsible for 

decisions (no delegation). The department does not make commercial decisions for the 

companies in SAs – such as specifying beneficiation requirements when downstream 

processing cannot be done economically. 

 

Most SAs contain local content reporting provisions which must be submitted quarterly during 

the construction phase and annually once the mine is operational. There is a standard format 

for reporting across all SAs, but there is no mandated minimum level of local content. Local 

Participation Plans must specify policies and the practices that the mine employs to provide 

opportunity for local suppliers to tender for work.  

 

In response to the discussion, Ms Klobucar stated that despite a State Agreement being in 

place, state law requires that a local participation plan, including local communities, is 

required for any development project above $5 billion [This is a high threshold compared with 

SA!]. 

 

Companies find SAs very attractive because of the government commitment that is part of the 

deal. For this reason, the state has a checklist to determine whether to enter into a SA. For 
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example, the first question is whether the development is possible under the laws of the land 

as they stand? (If it is, there is no SA). Then there are questions about the complexity – does 

it involve rail and ports? if so, a SA is indicated.  

 

All disagreements are resolved by negotiation. There is a good relationship, generally 

between companies and the state. They don’t expect companies to breach agreements. No 

SA would be negotiated with a company that lacks a reputation (“flies by night”). 

 

The mind-set required for facilitating development is different from that needed for regulating 

operations. In the new big iron ore and oil projects there are mechanisms to separate 

regulation (with inspectors and a compliance frame of mind) from facilitating projects via State 

Agreements to make it possible for projects to be set up and be successful. 

 

6. Meeting with Australia-African Minerals and Energy Group (AAMEG) 

 

Mr Doug Horak, the Acting CEO of AAMEG gave a briefing on African – Australian mining 

links to the delegation. He said the footprint of the Australian resources sector on the African 

continent is significant. Australia is one of the top investors in mineral exploration in Africa 

with over 170 Australian companies developing or operating over 400 projects across 35 

African countries. Australia’s two-way goods and merchandise trade with Africa has increased 

over the past decade from around $6 billion in 2004-05 to $8.5 billion in 2014-15. 

 

It is estimated that 60% of Australian METS companies export their services to African 

countries, and these services are worth approximately $15 billion annually.  

 

6.1 Background on AAMEG 

 

Mr Horak indicated that AMMEG was formally incorporated in April 2011 with strong support 

from the Federal Government. It is a representative body formed to facilitate a more active 

engagement with the Australian Government, as well as to leverage the industry’s presence 

on the African continent. He said approximately 100 members including producers, near 

producers, explorers, service industry, academia and NGOs forms the membership. The 

national body is funded through membership. 

 

6.2 Board Members 

 

The Board Members were outlined as follows:  

 Tim Carstens, Managing Director, Base Resources Ltd, Chairman 

 Ben Gargett, Partner, PwC, Vice-Chairman 

 Andrew Dinning, President and CEO, Sarama Resources 

 Ron Sayers, MD and CEO AusDrill 

 Bill Turner, Director 

 John Welborn, Managing Director and CEO, Resolute Mining Ltd 

 

 

6.3 Vision Statement 

 

To be the peak body representing Australian companies in the development of Africa’s 

resource industry. 
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6.4 Mission Statement 

 

To support members operating in Africa and, to facilitate collaboration between industry, 

governments and other stakeholders to ensure that resource development produces 

sustainable outcomes in Africa. 

 

AAMEG’s key role is to advocacy, insights and connections 

 

6.5 Business Objectives 

 

AAMEG supports members operating in Africa by: 

 Being the voice of industry on member driven issues; 

 Building the Australian Government’s understanding of and support for the Australian 

resources sector operating in Africa, and assisting with engagement between the 

resources sector and government; 

 Building relationships with African governments and providing avenues for 

collaboration on issues of common interest; and, 

 Creating a forum for member to network and share operational experiences in order 

to strengthen the Australian resources industry operational capability in Africa. 

 

In response to the discussion with Members, Mr Horak said that returns on mining investment 

can be greater in Africa, but the risk is greater. People will not invest if they do not get a 

return. In Tanzania there have been recent moves to change ownership requirements. The 

existing free carry of 10% may be increased to 50% and 30% of shares have to be listed on 

the Dar es Salaam stock exchange. The returns available to the original investor from 20% of 

the investment are not enough. 

 

7. Meeting with Senator Linda Reynolds, CSC, Senator for Western  Australia 

 

Senator Reynolds is one of 12 senators representing Western Australia in the federal 

Parliament of Australia in Canberra. She is a member of the nationally governing Liberal 

Party, while the state elections in 2017 put the Labor Party in power in the State. 

 

Senator Reynolds had visited Cape Town and the Mining Indaba in 2017 as a member of the 

large delegation that came from Australia to pursue issues related to community development 

and investment opportunity. Australian extractive and mining services companies work in 50 

countries and on 600 sites abroad. Mining companies are doing more on community 

engagements, seeing the links between their operations and providing long term sustainability 

through investment in roads, power, water and education. Few of the new Sustainable 

Development Goals (SDGs) are not achievable through working with NGOs, companies and 

governments on mining-related projects. 

 

Transparency on mining projects is particularly important. A lack of information breeds 

suspicion. Agreements between the state and mining companies should be revealed as well 

as the process by which the company has agreed to deal with the concerns of local 

communities. Some Australian companies have done this much better than others. Mining 

can be done so that the country benefits and the land is fully rehabilitated. It is a concern that 
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international groups which are opposed to coal and globalization all act in concert to stop 

mining. Environmental groups are involved in lobbying and turning the country against mining 

projects. Had companies engaged with the local community earlier the impact would have 

been less. There is a need to be more transparent about mining projects. 

 

Senator Reynolds spoke generally about two key tax issues. Western Australia was very 

strongly opposed to the national Minerals Resource Rent Tax (MRRT) which was briefly in 

effect in 2012. [This imposed additional taxes on iron ore and coal exporters]. The legislation 

was poorly drafted, it impacted on sovereign risk and it threatened mining jobs in Western 

Australia. After a strong political campaign, the tax was repealed. Western Australia is very 

self-reliant, commercially focused, innovative and productive. It generates wealth without 

subsidies and is smart and internationally competitive. This is in contrast with the rest of the 

country, where industries rely on subsidies and there are pressures against development. 

States like Western Australia which have invested and are productive get penalised by the 

national formula that is used to “harmonize” receipts from the General Sales Tax (GST). This 

system of “horizontal fiscal equalisation” is designed to level things out between the states. 

Much of the tax generated in Western Australia is sent to other states. This is despite the fact 

that some of these states have, for example, closed their gas reserves to development. There 

are no consequences for this decision which reduces their contribution to national wealth and 

increases their entitlement to GST generated in other states. This is an ongoing political 

battle. [In South Africa, the same issue is dealt with, less politically, by the Division of 

Revenue process]. 

 

In the discussion, members highlighted the fact that mining may be the same but the historical 

experiences of South Africa and Australia are very different. Australia has its mining laws in 

place since 1904 while South Africa did not even have a democracy until 1994 and a new 

mining law in 2004. All agreed on the need for a conducive environment for jobs and for 

mining, but how we frame this environment is done in a different way in each country. 

 

It was also agreed that there is a need for greater scrutiny of how mining companies operate 

internationally and, in particular, how they interact with communities affected by mining. It 

would be beneficial for parliaments to play an active role in the gatherings of the mining 

sector, such as the Mining Indaba in Cape Town, Africa Down Under in Perth and the 

Prospectors and Developers conference in Canada. This could involve gatherings of 

parliamentarians that are parallel to the investors’ conferences. Co-operation between 

Australia and South Africa could be promoted in the field of education generally and in 

partnerships on skills development between departments dealing with mine regulation and 

geoscience and exploration. Western Australia has a world-leading land mapping and 

tenement management system. 

 

8. Meeting with Chamber of Mines and Energy Western Australia (CME) 

 

8.1 Background about CME 

 

Mr Kane Moyle Manager, Natural Resources gave a brief overview about the CME – which is 

the “Chamber of Mines” counterpart in WA, although the national body is the Minerals Council 

of Australia, based in Canberra. He said CME is the peak resources sector representative 

body in Western Australia.  
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CME started in Kalgoorlie in 1901, as a representative group for gold miners in the region. 

Over time they have grown and now have a centralised office in Perth, servicing the state and 

its broad range of commodities including miners, including oil and gas explorers, operators 

and services organisations operating in WA.  They have regional offices in Kalgoorlie and 

Bunbury. They also service the Pilbara (the biggest mining region is Australia, exporting iron 

ore), Kimberley and Midwest from the Perth office. CME champion the WA resources sector 

by advocating to state and federal governments and working collaboratively with stakeholders 

on behalf of its members for the sustainability of the sector. 

 

8.2 Membership 

8.2.1 Ordinary Membership 

There are five discrete membership categories within the Ordinary group: 

• Mineral Production – open to companies which are directly engaged in the production 

and/or processing of minerals  

• Oil and Gas Processing and Downstream Processing – open to companies which are 

directly engaged in the production and downstream processing of oil and gas  

• Contractor – open to companies providing contracting services to the resources 

sector  

• Energy Generation and Distribution – open to companies which are directly engaged 

in the transmission and distribution of energy  

• Exploration – open to companies which are involved in mineral exploration activities  

 

8.2.2 Associate Membership 

There are three discrete categories within the Associate group 

• Project Development Associate – open to companies planning and/or developing a 

project in the resources sector (have the opportunity to transfer to Ordinary 

membership when a project become operational)  

• Service Associate – open to companies providing goods and services to the 

resources sector, e.g. Law firms, accountants, IT, HR, Engineering firms. 

• Industry Associate – open to companies which have a connection with the resources 

sector, but not a sufficient connection to become Ordinary members, e.g. 

Universities, utilities providers, airlines, Port authorities. 

Subscriptions for membership are payable on a calendar year basis and are determined by 

the Executive Council of CME following endorsement of an annual operating plan and budget. 

 

8.3 CME Policy Agenda 

 

• People and communities – focus issues are safety, employment, and community 

development 

• Economic competitiveness – focus on regulation/deregulation, taxation and royalties, 

infrastructure, technology and innovation 

• Natural resources – focus on environment, exploration, land access 

• A summary of key policy positions in each of these areas in is given in the 2016 

Policy Agenda. 

 

8.4 CME Approach 

 

• CME advocates for or against policy, it is not aligned with any political parties. 
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• Positive, open, face-to-face relationships with Government departments and State 

and Federal Ministers is crucial. 

• CME conducts advocacy directly to the Government rather than through the media. 

• It recognises the importance of educating MPs and departments on how the industry 

functions so they understand the industry and can develop appropriate policy, e.g. 

Site visits and networking. 

• CME promotes a whole-of-Government and whole of community approach to key 

issues affecting the industry. 

 

Mr Moyle concluded that resource development is a significant contributor to the Western 

Australian and Australian economy.  The State of Western Australia has some 22,000 active 

mining tenements over its land mass.   

 

While it may look like a large portion of WA is covered by mining, in fact the area of actual 

mining disturbance represents less than 0.2% of total land mass.  Pastoral leases, a major 

feature of the State’s Rangelands, represent 34.4% of the State being used for grazing 

livestock on native vegetation.  About 4% of the State is utilised for cropping. Mining is seen 

as a temporary land use.  Planning for a mine’s eventual closure and return of the landscape 

to the surrounding ecosystem is at the forefront of minds of resource companies and 

government.  Data generated through the Mine Rehabilitation Fund indicates that 32% of 

Mining Act tenure is under some form of rehabilitation.     

 

Ms Caroline Cherry – Manager, Economic Competitiveness gave the Committee a 

presentation on Royalties and Production value from the CME perspective  

 

Royalties 

 

Royalties for all minerals and petroleum produced on state land and in state waters are paid 

into the Government’s Consolidated Revenue Fund. The State Government received royalties 

from the mineral and petroleum producers totaling $4.6 billion in 2015–16, a decline of 21 per 

cent on the previous reporting period. Iron ore (75 per cent) provided the bulk of collections, 

followed by gold (5 per cent) and alumina (less than 2 per cent).  The State also received 

$615 million in grants for North West Shelf (offshore oil) projects, which contributed 13 per 

cent of Western Australia’s royalty receipts. 

 

Production Value 

 

In 2016, the value of the sector’s production was $87.9 billion, albeit a fall from the previous 

year of $91b. (South Africa’s whole mineral sector produces the equivalent of $40 billion).  

 

The value of the petroleum sector, comprising crude oil, condensate, LNG, natural gas and 

LPG (butane and propane), was again affected by declining crude oil prices, which averaged 

US$45.05 per barrel, down from US$76.70 in 2014–15. As a result, the value of the 

petroleum sector decreased almost 24 per cent to $18.4 billion in 2015–16. 

 

Iron ore remained the State’s highest value mineral commodity, accounting for more than $48 

billion (71 per cent) of total mineral sales. However, market fundamentals of high supply and 

weak demand again contributed to lower iron ore prices throughout the year. The gold sector 

defied trends and increased in value for the second consecutive year. The value of the sector 
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rose more than 10 per cent last year to reach a record $10 billion. This was largely 

attributable to the Australian dollar price of gold continuing to rise from an average of $1479 

per ounce in 2014–15 to an average of $1613 in 2015–16. Alumina was Western Australia’s 

third most valuable mineral sector at $4.9 billion, followed by nickel.  

 

General 

 

2016 was a challenging year for commodities (apart from gold as the obvious shining light) 

but what is clear is that the state’s fortunes continue to rise and fall on the back of the mining 

sector therefore it is essential for companies to focus on building resilience into operations. 

 

The resources sector also continues to be the largest employer in the region, accounting for a 

significant proportion of the workforce population. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

8.5 WA vs the World  
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This graph shows Western Australian’s share (by quantity) of the world's output based on 

2015 major commodity production. While gold accounts for 6% of global production, nickel 

7% of world production and iron ore 37% - it is clear neither WA nor Australia have a 

stranglehold on any commodity in terms of world trade.  

  

That means WA is a price taker – they cannot expect to withhold their mining production from 

the world or render it uncompetitive and be guaranteed to find an export market later on when 

it suits us.  Their customers will simply go elsewhere and we’ll lose those markets. 

 

8.6 Resource Industry Contribution 

 

CME asked its members ‘What does the Western Australia resources industry spend and 

where?’   

  

The data provided by 46 companies in the Western Australian resources sector, for the 

financial year 2015-2016, shows how spending by these companies flows through to every 

part of Western Australia, by means of wages and salaries, business purchases and 

community contributions.   

  

From the information it was also outlined how the number of businesses which provide goods 

and services to the Western Australian resources sector, the number of employees who work 

in the sector and where those people live. 

  

This information provides a unique picture of Western Australia’s largest export industry, and 

is not modelling, but actual spend.  The key findings show, in 2015-2016, there was $32 

billion in direct spending by these 46 companies to the Western Australian economy and a 

further $14.6 billion in direct spending to the rest of Australia. The combined economic 

contribution of these 46 companies to Australia was $46.6 billion.  
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When looking at the breakdown of the contribution to the Western Australian economy there 

was: 

• $7.92 billion paid in wages and salaries to direct employees of the companies;  

• $19.8 billion in purchases of goods and services from 6,924 local businesses in the state, 

community contributions and payments to local government; and 

• $4.28 billion in state government payments (including royalties, stamp duty, payroll tax 

and land tax). 

  

The economic stimulus provided by resources companies in WA to other states in Australia, 

consisted of: 

• $300 million in wages and salaries;  

• $7.64 billion in purchases of goods and services from 2,374 businesses outside of WA 

and community contributions; and 

• $6.6 billion in commonwealth government payments (including company tax, fringe 

benefits tax and GST). 

 

Financial contributions were also made to 915 community organizations, the majority of them 

based here in Western Australia. 

 

8.7 Mineral Resource Rent Tax (MRRT) 

 

The MRRT was introduced into the national Parliament in 2011 and ccommenced on 1 July 

2012. 

The rationale for the introduction of the MRRT was: 

 To increase the return to the community for the exploitation of non-renewable   

resources  

 That the existing royalty arrangements had not adequately adjusted to changes in 

company profits 

 Ad valorem royalties were viewed as inefficient  

 The international trend was moving towards profit based resource taxes. 

 

The MRRT applied to iron ore and coal projects only, but it included existing projects which 

were already in operation as well as future projects. 

The headline tax rate was 30% of profits. 

- There was a starting base credit for existing projects 

- An exemption was provided where resource profits were below $50m per annum 

based on MRRT profit rules 

- Credit for state royalties 

Action: 

• Industry attempted to engage with Government to communicate the flaws of the tax. 

• A number of parliamentary inquiries were held on the MRRT. 

Outcome: 

• The MRRT significantly compromised Australia’s international competitiveness and 

threatened the future of the resources industry. 

• The legislation was repealed on 24 October 2013. 
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8.8 Employment and Diversity 

 

 
 

8.8.1 Employment 

 WA’s mining and petroleum sector employed a combined 103,638 people in 2015-16.  

 The state’s petroleum workforce of 1380 people in 2015–16, was down 33 per cent from 

an average of 2058 during the previous year (2014–15.)  The fall came mostly from just 

two projects - The Dampier to Bunbury Natural Gas Pipeline and Chevron’s Gorgon 

project. 

 The state’s mining industry workforce of 102,258 people declined for a second 

consecutive year after peaking at 107,871 people in 2013–14.  

 The iron ore, gold and bauxite sectors accounted for around 80 per cent of mineral 

sector employment. 

 

8.8.2 Diversity 

 The resources sector continues to be the largest employer in the region. 

 Working towards increasing workforce diversity is a critical strategy for WA resources 

sector organisations to ensure ongoing access to an appropriately skilled workforce. 

 The proportion of women in the WA resources sector remains around 18% - CME is 

investing in outreach programs in schools and universities to increase this number. 

 There has been a steady increase over the past 6 years in the proportion of female 

graduates and apprentices entering the WA resources sector.   

 The WA resources sector still leads the way in Indigenous employment (4% of the WA 

workforce are Indigenous Australians, compared to 1.6% of the WA workforce as a 

whole). 

To continue to increase the number of Indigenous Australians participating in the sector, 

companies are committed to Indigenous training initiatives and growing the engagement of 

Indigenous business 
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8.9 Skills and Training 

 

The Resources Industry Training Council’s (RITC) function is to ensure that the diverse 

vocational education and training (VET) needs of mining, oil and gas and process 

manufacturing industries are identified and met.  

 

Workforce development and emerging training needs: 

 Past research from the RITC recommends a focus on organisations requiring 

alternative pathways into qualifications recognising that many industry candidates will 

have a working relationship with their company and will be unlikely to take on full time 

study. Consideration should be given to part time, on and off the job training including 

the possibility of Advanced Technician Traineeships. 

 There is increased focus on the increased usage of skills sets in the resources sector 

of Western Australia. There is an industry view that for some segments of the 

resources sector, training in full qualifications is a case of over skilling and results in 

the unnecessary allocation of productive time and resources to the development of 

skills that may not be needed or applied in the context of the specific job role.  

Training for a single unit of competency outcome or small skill set related to the 

specific need is the preferred solution. 

 Structural changes in the assessment process and regulatory arrangements 

surrounding the governance of RTOs in the VET system are seen as fundamental 

foundations to improving industry confidence in assessment outcomes. 

 The emerging implementation of automation places a demand for a resources 

automation technician qualification. Some RTOs are creating a qualification for an 

automation technician as a post trade qualification at Diploma level using a range of 

existing Certificate IV and Diploma qualification curricula, while some resource 

companies are working directly with training providers to develop automation 

packages for their employees.  

 Implications for Higher Education - The most practical pathway to develop the 

required automation expertise is a post-graduate qualification in mechatronic 

engineering for mechanical, electrical, mining or oil and gas engineering graduates. 

As with VET, adapting current course materials from electrical and electronic 

engineering, mechanical, mining and petroleum engineering curricula may be a 

solution.  

 

In the discussion, the CME speakers stated that the fluctuations in commodity prices had not 

had a major impact on employment. The decline in employment was due to a shift from the 

labour intensive construction phases of several new mines, to the production phase. 

Construction might require 3,000 workers while a mine can operate on a staff of only 300. 

 

Western Australia has an efficient system for evaluating and approving applications but the 

time frames are very long for major projects, where the environmental assessment can take 

as long as four to five years. 

 

There is no quota for the employment of women – or indigenous people – but both are 

encouraged by promotions and pro-active interventions (such as apprenticeships and 

mentoring programmes) that are supported by the CME. 
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The CME is not involved in any wage setting activities. Wages are set mine by mine. The 

sector was largely de-unionised in the 1990’s. 

 

9. Briefing with the Department of Mines, Industry Regulation and Safety (DMIRS) 

(formally Department of Mines and Petroleum) 

 

Dr Phil Gorey, the acting head of the mining section of the Department, had been part of the 

Australian government delegation to the Mining Indaba in 2017 and had visited some mine 

sites in South Africa. He commented that the Western Australia regulation system for mining 

deals both with large industrial mining operations and small/artisan operators. Laws and 

safety systems are not commodity-specific, except for uranium and mineral sands where 

additional measures are in place to ensure safety from radiation. The state is never a party to 

commercial operations. Mining is entirely a private sector business. The government system 

went through a significant re-organization in July 2017, when the new Labor administration 

reduced the number of departments from 41 to 25. Ministers in Australia are often appointed 

to cover more than one department. The first set of presentations from the mining department 

dealt with royalties from mining and environmental issues.  

 

9.1 Presentation on Mineral Royalties 

 

Mr David Norris, General Manger, Royalties branch gave a detailed presentation on the 

mineral royalties regime in Western Australia. He indicated that Government (State) is the 

owner of the mineral resources and the return to the community is what is aimed at. Royalties 

are a purchase price, not a tax and the ownership of minerals transfers when they are legally 

extracted. 

 

9.1.1 Setting Royalty Principle 

 

• Designed to maximise economic growth  

• Producer/community/ intergenerational equity  

• Stability of revenue and system  

• Simple to administer  

• Transparent  

 

9.1.2 Western Australia’s Royalty Principle 

 
Mr Norris reported that the Petroleum royalty principle is 10% to 12.5% of well head value and 
the Minerals is 10% mine head value, three rate principles apply at a commodity level at the 
first saleable product. 

 

9.1.3 WA’s Main Royalty Systems 
  

 81% of the royalty revenue is from a percentage royalty on the value of the product (Ad 

Valorem). In order to reach the target level of 10% of mine head value, the royalty 

decreases with the level of beneficiation: 

 

- 7.5%: If the ore is just crushed & screened before being sold 

- 5.0%: if the ore is processed to a concentrate, adding more value, before sale  

- 2.5%: if the ore is smelted into a metal before being sold  



 21 

 

 17.5% of royalty values is from oil (at the Wellhead)  

 1.5% of royalties come from Specific Rates that are applied to low value minerals. This is 

fixed at 73 cents or $1.17 per tonne of production (escalated every 5 years).  

 

9.1.4 Value of Mineral and Petroleum 2016: $A 92.06 Billion 

 

 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

9.1.5 Royalty Receipts 2016 - $4.74 Billion 
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9.1.6 Mineral Royalty Rate Analysis (MRRA) 
 
• Mine head is first common point for minerals  

• Return of around 10% mine head value is expected by the State as a royalty 

• No particular reason for 10% rate  

• 10% provides an easily understood level of return to the community  

• 10% benchmark enables comparison across commodities  

• Few mines sell at mine head  

• Valuation of processed mineral determined at point of sale  
 
9.1.7 MRRA Netback Calculation 
 
The formula was reported as follows:  
 
• Netback calculation to determine mine head value  

• Sales price less costs incurred between mine head and point of sale  

• Costs deducted - processing direct costs, straight line depreciation, project 
administration, return on capital (post mine head)  

• Costs excluded - corporate costs, restoration and decommissioning costs  

• Cost data across commodities hard to obtain  

• Mine head valuation varies with changing prices and costs – point of time calculation  

 

 

 

9.1.8 MRRA Ad Valorem Royalty Tiers 
 

• Netback calculation does not determine rates, only provides relativities between 

minerals  

• Rates chosen and set to apply to levels of processing  
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• Four tiers have been recommended for a future change in the law: 

−7.5 % Primary Treatment  

−5.0 % Secondary Treatment (concentration)  

−3.75 % Secondary Treatment (metallurgical)  

−2.50 % Final Treatment (smelting) 

• Increased processing, higher sale price and lower royalty rate  

 
9.1.9 Administrative Issues 

 

• Transfer pricing is a problem with mineral export industries across the world. Australia sets 

clear rules that it enforces. 

• The valuation of the mineral for royalty calculations must be:  

− Arm’s length  

− No unreasonable adjustments to price  

− Deductions must not be excessive  

• Clear and consistent royalty policy framework  

• Appropriate, transparent, effective legislation  

• Royalties Management System  

• Separation of assessment from collection (Collection is done by the Department of Mines 

and paid to the Treasury. The Department has the expertise to determine that correct 

prices are paid and is able to detect sign of transfer mis-pricing) 

• Mix of policy, accounting/audit and systems staff.  

 

In response to questions, Mr Norris explained that there are only 12 staff in the department 

dealing with mineral royalties, but there is a comprehensive electronic royalty management 

system that assembles the information and highlights potential areas for more investigation. 

There are 220 audits done every year and results are checked against benchmark prices and 

the forecasts of economists. It was Western Australia, for example, who picked up an effort by 

BHP Billiton to reduce the royalty price by booking sales at lower prices to its office in 

Singapore. By law, mines have to use their “best endeavours to get the best possible price”. 

The 7.5% royalty rate has not changed since 1965. The industry has not requested a 

discount. CME and the Association of Mining and Exploration Companies (AMEC) recently 

engaged with government to discuss the royalty system and were happy to keep the system 

as it was. Profit shifting overseas is an incredibly important issue and the department is 

vigilant about checking sales prices against benchmarks available from S&P Global Platts 

and the London Metal Exchange (LME) where most metals are sold. Deals must be “at arm’s 

length” to ensure that proper prices apply and deductions have to be reasonable. Companies 

could fake their production reports, but this would require significant fraud because the 

Department double checks by looking at port authority export records and has a quarterly 

verification system. The controls in place are themselves checked by external auditors. Fraud 

in the big companies is impossible because of the high level of checking. With smaller 

companies, it is different. A decision has to be made on how much effort to put into checking 

and collecting when the returns are going to be low. Small companies could have two sets of 

books. But 95% of revenues from mines are very closely audited and the Department is sure 
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of another 4% being correct. For the remaining 1%, it is questionable that the effort of 

checking would be worth it.  

 

Disputes do take up time and effort but they are supported by internal and state legal teams. 

Government relies on other sources of information – for example from environmental 

management data streams which can be tapped into to show under-reporting. The 

Department also relies on the Geological Survey to estimate what the implications of 

processing are for output levels and quality. 

 

WA does not participate itself with international groups dealing with transfer mispricing but it 

does engage with the national tax office (which should itself engage with WA more closely!). 

National taxation laws must regulate transfer pricing – both for the purposes of taxation and 

royalties. 

 

The Department of Mines in any country should be fully responsible for setting the policy and 

levels for the royalty system and for collecting and verifying royalty payments. The money 

raised then goes to the Treasury. It is a mistake to allow the Treasury to control the mineral 

royalty system as they are not aware of the need for stability and could be tempted to 

increase royalty rates when extra funds are needed. Mr Norris argued that profit based royalty 

systems are a mistake (South Africa has a hybrid system that mixes profits and sales). The 

profit-based system has been tried in Australia in the past, but there are so many deductions 

from profit that it is not a sound regulatory benchmark. Royalties are best based on sales 

only. 

 

The Department separates the assessment of royalties from their actual collection. Some 

mines do not pay on time. A harsh penalty approach is adopted in these cases, which is 

supported by AMEC and CME. Mines normally comply, however. 

 

Royalties may not be a tax, but they affect the mines’ profits. Normal business tax applies to 

mines – although (like in South Africa) significant deductions are allowed for capital 

expenditure and for exploration expenses. Mines pay the state payroll stamp tax and 

commonwealth tax – all combined, the royalty and tax take can be 50% of a mine’s profits. 

Mines do not mind working in this high deduction provided that the rules are set and stable. 

 

Why does the state not participate in mining projects itself? This does not yield the best policy 

outcomes as the state can be too close to project as a part owner. State ownership 

participation has been tried in the past – in diamonds – but it was not a success. The state 

has never taken shares in ventures, their role is one of regulation. 

 

Why was the MRRT abandoned? This was a 2013 initiative of the commonwealth government 

and was based on a lot of misreporting and misunderstanding. Proponents of the tax did not 

understand that royalties moved with prices. They believed (wrongly) that the country was not 

benefiting from the commodity price boom in the mid-2000’s. Mr Norris described the tax as 

“a terrible decision”. It was one of many poor decisions that cause the then prime minister to 

lose his job. Investment in mining fell and the decision, which unfolded over many months, 

reducing to 30% from an initial proposal of 40%, had bad effects over a long period. 

 

9.2 Presentation on the Mining Rehabilitation Fund (MRF) 
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Ms Karen Caple, Acting Executive Director, Environment Division introduced the new and 

innovative Mining Rehabilitation Fund (MRF). This is a central fund to which Western 

Australian mining operators contribute annually to secure adequate funds for the State to 

rehabilitate abandoned mines. 

 

The function of the MRF is to operate as a pooled fund, administered as a special purpose 

account under the Financial Management Act 2006, whereby funds must be spent in 

accordance with the purposes stated within MRF legislation.  The Objective of the MRF is to 

ensure that the community of Western Australia will not be forced to pay for the rehabilitation 

of mining operations that may become abandoned in the future.  

 

The MRF is a simple but equitable tool for managing environmental liabilities which is simple 

to administer and equitable in scale (larger operators pay more).  

 

DMIRS reports annually on management of the MRF. Projected revenue and expenditure is 

approved through State Budget.  

 

Under the MRF, all tenement holders, under the Mining Act 1978, are required to contribute 

disturbance data annually for the purposes of assessing a levy. The Mining Rehabilitation 

Fund Levy is payable for each mining tenement in force under the Mining Act, other than 

tenements associated with State Agreements. Approximately 19,000 tenements are covered 

throughout the State.  MRF receives 21,000 submissions each year.  There are no provisions 

for exemptions from (or reductions in) the requirement to pay, however no levy is payable if 

the estimated rehabilitation liability for a tenement is less than $50,000. 

 

Ms Caple reported that in 2016, nearly 2,900 separate groups of tenements were assessed, 

of which only 429 were required to pay a levy. So far in 2017, more than 3,100 groups have 

been assessed, with 444 required to pay a levy.  

 

The MRF Levy is calculated in the same way for every tenement throughout the State and is 

based upon the area of disturbed land and the type of disturbance.  

 

The formula for calculating levy payments is as follows:  

$ = [Rehabilitation Liability Estimate (RLE)] x [Fund Contribution Rate]  

      currently set at 1% 

 

The RLE is determined by applying standard rehabilitation costs, referred to as Unit Rates (in 

dollars per hectare) to the individual mining areas (in hectares) for all mining tenements.  

 

MRF Administration 

 

A report regarding the administration of the fund is released annually. The Report provides 

data analysis, outcomes of compliance and enforcement actions, financial summary and 

updates regarding the Abandoned Mines Program. This level of transparency is essential in 

demonstrating the fund is being appropriately managed. The data captured through the MRF 

also provides a number of additional benefits to the State. The data is extremely useful in 

displaying industry trends and is a key component in the Environment Division’s Risk Rating 

for its annual Compliance Program  

 
Abandoned Mines Programme 
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The Abandoned Mines Program was established following the enactment of the MRF Act and 

is the first legislated program in the world to address the issue of abandoned mine sites. 

Funds from the MRF will be used to rehabilitate future abandoned mine sites, when all other 

avenues to ensure rehabilitation have been exhausted. Interest generated from the MRF can 

be used to rehabilitate legacy abandoned mine sites across Western Australia.  

 

There are currently five projects in the Abandoned Mines Program 

  

•Ellendale Diamond Mine (Abandoned Site) (Shire of Derby/West Kimberley)  

•Black Diamond Pit Lake (Pilot Site) (Shire of Collie)  

•Pro-Force Plant Site (Pilot Site) (Shire of Coolgardie)  

•Bulong Tailing Storage Facility (Pilot Site) (City of Kalgoorlie Boulder)  

•Elverdton Tailing Storage Facility (Pilot Site) (Shire of Ravensthorpe)  

 

The fund and the program do not include mines that operate under State Agreements – the 

biggest mining projects – they only apply to mining that takes place under the Mining Act (and 

to those mines that have a rehabilitation liability in excess of $50,000). 

 

In the discussion, Ms Capel explained that the MRF does not relieve mines of the duty to do 

rehabilitation as part of their operations. Mine closure planning (for which updated regulations 

were introduced in 2016) – and concurrent rehabilitation of mine sites – is required as a 

matter of course. Each mine has its own line item for rehabilitation in its accounts. There can 

be some mines that do not reflect this figure correctly in their financial statements, but this is 

monitored. Companies are monitored to ensure they pay both their levy and their royalties. 

 

Western Australia has some 190,000 disused and ownerless historical mine sites. The five 

pilot projects in the AMP have been selected based on risk prioritisation by the Geological 

Survey. The liability probably lies with the land owner in each case. The MRF is supported by 

a very clear inspection programme. 

 

9.3 Presentation on Mineral Titles 

 

Mr Tony Bullen, General Manager of the Tenure and Native Title Branch made a presentation 

on Mineral Titles. In summary, the State owns the minerals. The State has an efficient system 

for allocation of land for exploration and mining. It has a world class electronic registration and 

mapping system (transparent and available to all online) and provides guaranteed security of 

title. 

 

WA hosts diverse mineral provinces from which around fifty different minerals are currently in 

commercial production. The Department of Mines, Industry Regulation and Safety (DMIRS) is 

the lead regulatory agency for the responsible development of Western Australia’s resources 

sector. DMIRS supports the Department of Jobs, Tourism, Science and Innovation on 

complex and large resource projects (where State Agreements are negotiated). 

 

Exploration titles (rights) across WA number 20,000 live and 4,000 pending. There are 1,046 

operating mines, 294 mineral projects (in the development stages) and 48 operating oil and 

gas fields. 
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With regards to Mineral ownership, he indicated that mineral resources in Western Australia 

belong to the government and therefore the community, NOT to the land owner. There are 

rare exceptions which are a problem. Explorers and miners must respect people who own or 

occupy the land. Miners must find ways to work with land owners and occupiers. 

Compensation is likely when the occupiers have to move for a mine to be developed. The 

various state and territory governments together with the Federal Australian government have 

developed a strategy for land access. 

 

DMIRS has regulated the Western Australia’s mining industry for over 100 years. There has 

been a continuous improvement of the regulatory framework that encompasses every stage 

of resource development from exploration through to production, decommissioning and 

rehabilitation. Ensuring the sustainability of WA’s mineral sector is based on implementing 

leading practice principles for Risk Assessment and Management that were developed by the 

Australian government in 2008 and revised in 2011. 

 

9.3.1 Role of Mineral Title Services – Western Australia 

1. Engages in attracting local and foreign private investment; sustainable mining, output 

and employment.  

2. Ensures security of tenure for exploration and mining; fosters mineral exploration and 

mining for private investment on a fair and equitable basis.  

3. Strives to prevent hoarding of applications, non-compliance of tenement conditions 

and sterilization of mineral prospective lands.  

 

WA has good legislation in the Mining Act, 1978 which covers licencing of exploration and 

mining and confers exclusive rights over all others. It provides for land holders to be notified 

and given opportunity to lodge objections. 

 

Applications are only granted to entities that have adequate financial capacity and can show 

that they have the consent of any cultivated land holder or Native title holder. If conservation 

land is involved the reserve holder must comment on the development. The Mining Registrar 

then makes a recommendation for refusal or approval – with conditions being imposed 

 

Exploration licenses are granted using a graticular system used based on a “block” that is 1 

minute of latitude x 1 minute of longitude (no surveying is involved.) The maximum number of 

blocks varies depending on whether the area is “greenfield” or not. After 6 years the licence 

term may be extended, but 40% of the area must be surrendered, so that part of the area 

becomes available for new applications. 

 

In moving from exploration to mining, the explorer has a right to convert to a mining lease 

over two terms of 21 years. An application to mine has to be supported by a mining proposal 

or mineralisation report. When the lease is granted, the holder has the right to do all acts and 

things necessary to carry out mining operations - exclusively  

 

As minerals are the property of the Crown, no compensation is due to anyone else for simply 

permitting entry on to any land for mining purposes or for the value of the mineral or any rent 

or royalty. Compensation is only due when it is in relation to any loss or damage caused by 

mining and which can be assessed according to common law principles in monetary terms.  
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So compensation may be due to private land owners (who suffer measurable loss by losing 

access to surface rights), with limited compensation for land occupiers on Crown land 

(graziers). The Native Title Act 1993 provides legal recognition of the rights and interests of 

the Aboriginal people over land and water possessed under their traditional laws and 

customs. Liability for compensation here rests fully with the miner. 

 

Compliance with the Mining Act requires an annual expenditure commitment, an annual 

report on activities, the due payment of rent and full compliance with the stipulated conditions 

of operation. In all cases of non-compliance, the penalty is either a fine or the forfeiture of the 

licence. 

 

Exemptions are however given when the title is in dispute, the holder needs time to evaluate 

the work done, the ground is unworkable, the deposit uneconomic, or if the mineral resource 

is in reserve, required for future mining. 

 

In response to questions, Mr Bullen stated that in WA, compensation for parties adversely 

affected by mining has to be agreed and in place before mining begins. If mining involves 

removing up to 30m of surface depth, the consent of the land owner is a requirement – but 

the compensation due has to be related to the actual loss suffered. 

 

The Mining law has stayed the same in principle over many years, but the legislation is 

frequently amended by Parliament (there is an amendment package almost every year) to 

keep the law up to date, particularly as regards new technology. 

 

The “Mining Warden” who makes some of the decisions on applications is a magistrate and 

the Mining Registrar is a civil servant. The tribunal on native title, which plays the role of 

mediator and adjudicator when indigenous people have land rights, is a Federal appointment. 

 

The online title system shows a map of the area and who hold titles to it is available to all free 

via the internet. Licenses to export minerals from WA are given through the Federal 

government. 

 

10. Briefing on Mine Closure  

 

Mr David Doepel, Chair, Africa Research Group and Chair African Australia Research Forum 

hosted the study-tour delegation at Murdoch University in Perth for a morning of presentations 

on the research work done by the university in rehabilitation mine areas after closure. Mr 

Doepel highlighted the achievements of Alcoa Australia in rehabilitating vegetation on its 

bauxite mining sites, which the delegation was scheduled to visit. Murdoch University has 

been appointed to manage a best practice mine closure for the Australian government on 

Christmas Island, following generations of phosphate mining. Scientists and engineers briefed 

the Committee on how mine operation and closure can be linked to inclusive growth and the 

realisation of the Sustainability Development Goals (SDGs). The discussion included the 

partnerships that Murdoch University has with universities and researchers on mining issues 

in Africa, including the Metals to Minerals research group at the University of Cape Town 

 

11. Day Visit to Alcoa  
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The delegation drove to the Alcoa education centre at Pinjarra, South of Perth, because 

recent rains had made a visit to the Huntly mine impossible. There was a presentation on 

bauxite mining, environmental rehabilitation after mining and the refining of the ore to 

alumina, followed by a visit to the site of the alumina refinery. WA is the leading world 

exporter of alumina. In South Africa, almost five percent of Eskom’s electricity is used to 

beneficiate alumina from Western Australia at the smelters in Richards Bay.  

 

Alcoa Australia has been recognised by the United Nations for the quality and scope of its 

environmental rehabilitation at the Huntly mine. This has included re-introducing the 

indigenous Jarra tree which had been depleted because of an alien fungus called die back. 

Endangered birds have been protected in the area and mined areas have been returned to a 

better situation ecologically than they were in before the mining, which has been in progress 

since the 1960’s. 

 

As the mining area expands, planning liaison groups meet with local community members to 

agree on mining development even before the plans are submitted to the DJTSI (which is 

responsible for regulating the State Agreement that applies to the project). Advance 

community consultation is undertaken to limit the impacts of mining on community life – notice 

is given before any blasts, which are timed to minimize disruption when mining is close to 

residential areas. The mine has a sustainability fund which pays out grants to the local 

authority on the basis of applications. 

 

Alcoa Australia is 40 per cent locally owned and 60 per cent owned from the USA. It was a 

US company that developed the technology for processing aluminium and they started the 

mine. 

 

Conveyor belts stretching over 36km bring the crushed bauxite from the mine to the refinery. 

The Huntly mine is one of the biggest in the world, producing some 25 million tons per 

annum, using huge excavators and bulldozers and a fleet of massive 190 ton Komatsu trucks, 

working 24/7. The grade of ore varies to as low as 25%, so it is blended to an average of 33% 

for efficient processing. Seven tons of bauxite are used to produce 2 tons of aluminium oxide 

(alumina). This yields one ton of aluminium metal after the highly energy-intensive smelting 

process. There are no smelters in WA, because power costs are too high. The refinery is 

located at the coast, close to ports and infrastructure and has a stable workforce that lives in 

nearby towns. 

 

12. Visit to Curtin University WA School of Mines 

 

Professor Sam Spearing is the director of the Western Australia School of Mines (WASM) at 

Curtin University in Perth. Professor Spearing is a mining engineer educated at Wits 

University and with work experience on South African gold mines as well as in the USA. 

WASM was established in 1903 (a year before the SA School of Mines moved from Kimberley 

to Johannesburg). It now has four teaching and research departments: Applied Geology, 

Exploration Geophysics, Spatial Sciences and Metallurgical and Mining Engineering. 

 

Legislation for mining needs to cover four bases. It must: 

 Regulate the ownership, exploration, mining and reclamation of materials in the 

country or state. 

 Protect the workforce and the community. 
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 Raise and maximize revenue for the country or state. 

 Adapt as societal expectations change, technology advances are made and 

accidents occur (to avoid a recurrence). 

 

Professor Spearing strongly criticised the mining safety approach prevalent in the USA. The 

US Model (MSHA) is adversarial, has a total focus on compliance and can give no warnings, 

only fines. By contrast, the Australian Model (DMP now DMIRS) is cooperative without 

sacrificing standards & safety, is able to be part of the solution and has a focus on risk 

assessment. A “risk free” environment does not exist anywhere. The objective therefore is to 

understand the risk and mitigate it. The engineering definition of risk is: Risk = (probability of 

an accident) x (losses per accident). A risk management matrix evaluates the likelihood of an 

event from very unlikely to very likely and plots this against the impact of the event, from 

negligible to severe. The Australian mining industry has been a leader in the development 

and application of Risk Assessment Methods. The positive results are seen in the reducing 

trends in accident and fatalities on mines (12 people died nationally on Australian mines in 

2015). If one reviews the causes of accidents, the solution would seem to be a combination of 

better training and moving the workforce away from the work face (by using new technology: 

instrumentation, remote control and automation). A focus on compliance is inadequate and 

dangerous because it assumes that everyone in the vicinity is complying and that no 

abnormal conditions exist. 

 

The WASM emphasizes the concept of “stewardship” through all the phases of mining: 

literature survey, prospecting, exploration, development, exploitation, processing, (logistics 

and transportation) and reclamation.  

 

The provision of services for mining is often challenging in Western Australia because, like in 

South Africa, there is a general water shortage but often the available groundwater is heavily 

saline. There is a lack of adequate power resulting in diesel or gas power generation, remote 

locations require FIFO and there is often a shortage of technically skilled personnel. 

 

Australia is blessed with world-class mineral endowments in iron ore, coal, nickel, alumina, 

gold, rare earths, copper, uranium, cobalt, lithium, graphite, titanium and zirconium, gallium, 

zinc and lead. Unfortunately, there has been a declining trend to beneficiate the minerals and 

metals in Australia. Smelters have closed down, base metal refineries have closed, steel 

plants are shutting down and iron ore is shipped with minimal processing. Often the minimum 

processing is performed to produce a smeltable concentrate that is smelted elsewhere. 

 

There is some hope however for a change as new drivers are present to encourage more 

mineral processing in Australia. The remoteness of mining sites is making it less feasible to 

transport concentrates over large distances and declining ore grades (yet large deposits) 

require processing at site because of logistics expenses. Remaining deposits of ores are 

polymetallic and are complex to process and Australian expertise in metals processing is 

impressive (although this is at risk as most of the expertise sits with a retiring “baby-boomer 

“generation). The highly automated nature of processing makes it less dependent on labour 

costs for production purposes. The quality and training of the labour force is more important in 

the future economy.  

 

In the mining industry, sustainability has become a very broadly-defined movement that takes 

into account “the thoughtful management of social, economic, and environmental impacts.” 
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Government research dating from 2005 highlighted this as an important issue where Australia 

should take the lead. Good reclamation after mining is absolutely essential and part of any 

good sustainable mining project. Community relations and social responsibility are front and 

centre of a successful mining industry everywhere in the world, and will only become more 

important. 

 

In conclusion, Prof. Spearman emphasised the huge potential and contribution of the Mining 

Equipment Technology Services (METS) industry in Australia. METS contribute over 75% of 

Australian mining patents and 60% of the mining software solutions in use around the world is 

Australian made. The success of the mining sector in Australia is broad based – its builds on 

its resource endowment as a springboard for many other economic activities. 

 

In the discussion, with the faculty and senior leadership of WASM, the view was expressed 

that Australia and Canada have the best mining law systems globally. Government assistance 

for mining is extremely important. A lot of research work is done with the help of government 

– despite its concerns that not enough of the research is commercialized. Collaborative 

Resource Centres (CRCs) – that operate across universities and state agencies – interact 

with the industry and ensure that research is aligned with industry needs. Industry provides 

some of the research funding and this is matched by government. CRCs have raised funds of 

$100-m for research relevant for mining over a five-year period. You need both PhDs in 

industry and industry people working with the universities. Universities offer courses on best 

practice in the mining industry, staff go on international operational visits, see the best 

practice and bring it back. 

 

“Grade engineering” approaches allow ore to be better screened underground so that less 

waste is hauled to the surface. South Africa is seen to have huge mineral potential. 

 

Government support for exploration is critical for the future of the mining sector. Major 

producers are not the explorers. Big companies do not have an incentive to explore – except 

to understand better the characteristics of the deposits they are presently mining. 

 

The delegation was able to view the facilities in several science buildings of the University 

that are partnering in mining-related research undertaken with the Collaborative Resource 

Centres. 

 

13. Briefings with the Department of Mines, Industry Regulation and Safety  

 

13.1 Geological Survey of Western Australia (GSWA) at the Perth Core Library 

 

Canada’s Fraser Institute ranked Western Australia first in the World in 2016 for the quality of 

its geoscience databases. WA is also the top Australian State for mining policy attractiveness. 

 

Rick Rogerson, the Executive Director, Geological Survey of Western Australia (GSWA) 

outlined how this progress has been based on a conscious strategy, recognising that pre-

competitive geo- and resource information is a magical ingredient for investment attraction 

into exploration. 

 

The presentation took place in the central conference room of the Perth Core Library, which 

looks out onto brightly lit warehouse tables of geological core samples from all over the state.  
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Mr Paul Stephenson the library manager said that companies were cutting exploration costs 

down to thousands of dollars instead of millions, because exploration geologists were able to 

look at samples housed at this government facility in Perth. They can also access – online 

and for free – chemical analysis scans that cover every inch of the cores that are boxed for 

storage in the warehouse stacks after cataloguing. 

 

Australia as a whole has a National Mineral Exploration Strategy which was endorsed by the 

COAG Energy Council, a co-ordinating body for state and federal governments that deals with 

the mining and energy sectors. There is also national funding support for the Exploration 

Incentive Scheme (EIC), a policy to support the exploration companies that are so critical for 

the long-term sustainability of the mining sector. Academically tested studies have shown that 

for every million dollars spent promoting exploration, the state has derived $23-m in benefits. 

In addition to the economic activity generated by exploration itself, income flows from mine 

construction, mineral production and royalties and taxes, when the exploration yields an 

economic deposit. 

 

The GSWA works actively to promote the idea of prospectivity – that WA is the best place to 

look for new mineral deposits. It does this by publishing high-quality regional geoscience 

maps, reports and databases; adding value to industry exploration reports and marketing 

WA’s prospectivity at major investment conferences and via the Department’s internet home 

page 

 

Publishing this pre-competitive geoscience information enhances perceptions about the 

mineral and petroleum prospectivity of WA in the eyes of potential investors as well as 

reduces financial and technical risks in exploration. The result is more exploration activity. 

 

Mr Rogerson explained that companies need Geological Survey information to build 

exploration models. He quoted the words of John Thompson, the chief geoscientist of a major 

Canadian corporation who responded to the question of what a multinational mining company 

expects from a geological survey? There were three requirements: maps, Maps and MAPS!  

 

The ideal map database desired by Mr Thompson included 

• Digital data including bedrock and surficial geology, geophysics and regional 

geochemistry 

• Minimum: 1:250,000 scale (which we have in South Africa) - preferred 1:50,000 

(which is a SA plan) 

• “Current” information - usually <25 years old 

• Mineral deposit locations and database 

• Digital current land/tenement status - with web-based access 

• Database of historical exploration 

 

This is a daunting list. It took 20 years for GSWA to get to where it is now with online delivery 

of products and services. A strategic approach was required, deciding in priority projects and 

which formats to use. First, get the back-end databases built & populated (database 

infrastructure — the bit the public doesn’t see). Second, start small (with a few products, less 

technology and cost) and build-up over time. The Australian view (and experience) is strongly 

that geoscience mapping has high economic impact, in fact most of the benefit is from 

mapping.  
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Online databases comprise both maps and text: 

• WAMEX — provides access to over 100,000 company exploration reports 

• MINEDEX — provides information on all WA mineral deposits 

• WAPIMS — provides access to all petroleum geoscience information in WA 

• TENGRAPH — detailed map-based mining cadastre 

• GeoVIEW.WA — map viewer providing a link to the above as well as geological and 

topographic maps 

All GSWA reports and maps can be read or downloaded via the internet. For more detailed 

information, the GSWA Data and Software Centre can provide GIS versions of all maps 

produced after 1990 and raster versions of topographic maps. All online viewing and 

downloads are free of charge 

 

Mr Rogerson was surprised that South Africa had a plan for 1:50,000 scale mapping – he 

believed that in most cases 1:100,000 is adequate (it takes up to 2 years for each sheet). In 

WA they only go to 1:50,000 on special cases. Most exploration is done by junior companies. 

They are better explorers than the majors.  

 

13.2 Mine Safety 

 

Mr Simon Ridge, Executive Director, Resource Safety made presentation on Mine Safety. He 

said the Resource Safety division is the primary safety regulator for minerals, petroleum and 

dangerous goods industries in Western Australia. Its role is to promote safety and health 

through education, specialist advice and enforcement. 

 

Mr Ridge said that resources safety owes 80 per cent of its effectiveness to education on 

safety issues and giving assistance and advice on how to comply with the rules. Only 20 per 

cent of effort then have to be applied to “the big stick”. Mr Ridge had 17 years of experience – 

as a geologist and as a miner, before becoming an inspector of mines in 1990. The 

Department provides six months of training for inspectors, all of whom have to have had 

practical mining experience for several years already. The statutory certificate required by 

inspectors (and mine managers) is called a “certificate of competency” but it is just a law 

exam. A certificate does not make you competent! What is competency? It is the ability to 

analyse a situation and know what is needed to get to the right position. WA has 68 

inspectors of mines at present. 

 

Resources safety and health is governed by Legislation through: 

• Mines Safety and Inspection Act 1994 and regulations 

• Dangerous Good Safety Act 2004 and regulations 

• Petroleum and Geothermal Energy Resources Act 1967 and Petroleum Pipelines Act 

1969 and regulations. 

Mines Safety is the responsibility of the State Mining Engineer (Chief inspector of mines) 

who oversees the implementation of the occupational safety and health legislation. 

Dangerous Goods Safety is under the Chief Dangerous Goods Officer and is ensured 

through licensing and public safety legislation. Petroleum Safety is ensured by a regime 

applied through licensing arrangements. 

 

There is a plan under discussion to move away from this structure to a single occupational 

health and safety act that will cover all sectors, with particular sector regulations. On the 
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mining side, the plan is to do away with “competency certificates” entirely and to replace this 

with training in law and training in risk management. 

 

In the discussion, Mr Ridge said that there are about 12 prosecutions of mines each year and 

inspectors shut mines down, for example, if there is no mine rescue team in place. There are 

always vacancies for inspectors, because they are attracted back to the industry. But this flow 

between the industry and the inspectorate is seen as positive, because that means that there 

are people in the industry who understand what we do. The inspectorate does not operate like 

traffic cops – it is more of a relationship issue to make mines aware of risks and to assist 

them to comply with the rules. 

 

When Mr Ridge started out as an inspector 25 years ago, he was a  

“lone wolf” solely responsible for inspecting a list of mines. Now the Department has a team 

approach where inspectors with speciality experience in mining engineering, technology, 

electricity, dangerous goods or geology apply themselves collectively to the inspection of 

mines. The inspectorate is team based, with appropriate skills and space for development. In 

the UK, all inspectors had to have been former underground managers in a coal mine. This 

meant they did not have experience of many occupational health issues. 

 

There are women inspectors, at all levels, but the inspectorate was previously a “boys’ club”. 

You had to be older than 35 years and have had coal mining experience.  

 

13.3 Meeting with the Minister responsible for mining in Western Australia 

 

Hon. Bill Johnston MLA, the Western Australia Minister for Mines and Petroleum met with the 

study tour delegation, together with his adviser on mining Mr David Alexander and Hon Tim 

Hammond MP, the member for Perth in the Australian House of Representatives.  

 

The Minister said that WA was proud of the framework for mining that the state had 

developed. “We make sure there is a proper return to the people of the state from mining 

ventures. This can be a tricky balance, which also requires environmental responsibility by 

mines.” 

 

In response to a question, the Minister outlined why, in his view, WA had such a successful 

mining sector. The points emphasised were 

 Its natural endowment of minerals 

 skilled people;  

 entrepreneurs able to manage risks as junior miners  

 supporting companies in a capable METS sector 

 logistics chains for all mining that are highly efficient 

 

Western Australians understand the impact and importance of the mining sector, unlike other 

states in Australia. Most of the mines are far from Perth, but a good quarter of the industry is 

located near Perth – bauxite and heavy sand mining and gold, as well as processing plants.  

 

Hon. Johnston was asked whether communities were part of the processes related to mining? 

He replied in the affirmative, but stated “We can always do better”. He noted that communities 

in Australia have very strong rights of negotiation with mining companies. Local indigenous 

community leaders favour mining because of the employment opportunities. The mine 
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provides a reason for local people to return to their areas after education in Perth. Fortescue 

mining is the largest employer of indigenous people, with 18,000 jobs. It is, however, much of 

a lottery which communities get to benefit, because it depends on where the minerals are. 

 

WA mining companies have survived the downturn in commodity prices by being the 

cheapest producers in the world. They have applied innovation, new technology and 

rationalised services to cut the cost per ton from $40 to $17. (The international ore price fell 

from a high of A$180 to A$50). They have lengthened extraction lives and mine lives.  WA is 

attractive to investors because of the stable political environment, even if commodity prices 

do vary. 

 

To deal with illegal mining, WA rigorously enforces the law. “We take action without 

compromise.” There was a recent example where a local municipal council had done illegal 

mining.  

 

14. Briefing with Simon Bennison, CEO Association of Mining and  

         Exploration Inc (AMEC)  

 

In its final appointment, the study-tour delegation met with Mr Simon Bennison, the CEO of 

the Association of Mining and Exploration Inc (AMEC), a national lobby group for the mining 

sector. AMEC was formed in 1981 by exploration companies which were concerned that 

mining policy was not looking after the interests of the smaller operators in the industry. The 

large companies were then members of the national Minerals Council of Australia and the WA 

Chamber of Mines and Energy (CME). AMEC focuses only on minerals retains its interest in 

junior miners but today it has as members some of the biggest companies in the mining field 

such as Fortescue and the new Roy Hill mine. It has drilling companies as well as mining 

finance companies as members, and includes many members of AAMEG, ASX-listed 

companies that work in Africa. 

 

It was AMEC members that developed the proposals that became the Mining Rehabilitation 

Fund (MRF). The previous system tied up millions of dollars of capital in bonds and 

guarantees for possible rehabilitation needs. Now a lot of that capital has been released, to 

help explore for the mines of tomorrow. The process took three years. 

 

Mr Bennison stated that AMEC is not the normal industry advocacy group – it does react to 

issues, but, critically, it convenes think tanks with industry and financial exports (all of whom 

are members) to put forward suggestions to make things more efficient. This could involve 

laboratory productivity or processing applications more cheaply and efficiently. AMEC drives 

incentive policies (through tax incentives) for example it supported the initiative to form the 

Collaborative Resource Centres (CRCs) which will see over $100-m available for research 

over a seven-year period. 

 

Mining in WA is very competitive. Environmental management involves many more costs 

now, because of community expectations The WA mining sector pays 50% of its profits in 

taxes and royalties – the most in the world. This was part of the reason why AMEC so 

strongly opposed the MRRT. AMEC thinks 50% is too high and that 30 to 35% would be 

about right – even though the Fraser Institute puts WA in its top ten list. 
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A question was asked which is better, a tax on profits or a tax on sales? When you are doing 

well, you prefer an ad valorem tax that takes a percentage of total sales. When you are doing 

badly (and not making much profit), a profit based tax benefits operators. The ad valorem 

royalty is hard to shift away from in WA because it is so well-established. The big companies 

operate under State Agreements that set percentage ad valorem payments – but they also 

get concessions on taxes and costs if they invest in infrastructure (which later becomes the 

property of the state). Over 40 years, the concessions under state agreements can be of very 

significant benefit to the companies. 

 

WA is very safety conscious – with the best mining safety record in the world. Companies pay 

a levy of 15c per billable hour worked to fund the safety inspectorate. The inspector can land 

you in jail if you breach your duty of care as the responsible person on a mine – but fines are 

more usual. Companies absolutely see their obligation to drive safety. 

 

How do you ensure that the levies your members pay to government are well-spent? AMEC is 

not paying for bureaucracy. It wants proper service. Bureaucracies have a culture that goes 

against fast efficient and effective services. “So we compile report cards on government 

service efficiency.”  Mr Bennison asked for copies to be circulated of the “Performance 

snapshot” that is issued quarterly by the mining department. This indicates the number of 

applications and the times taken for various approvals. (In the Approvals Performance Report 

for March 2017, 90% of 91 Mining Proposals were finalised within the target 30 business 

days). AMEC monitors the results and also gets feedback from members, who can trace how 

their approvals are progressing on-line through the DMP. 

 

Is AMEC satisfied with the government administration in WA? Mr Bennison said he could “fill 

the room with CFO’s who hate the services”. But, he said, “WA meets the deadlines”. This 

has implications for the funding of companies. AMEC often expresses frustration with the poor 

level of service from the federal securities and investment commission that has to approve 

certain mining transactions with foreign investors. 

 

The environmental sections of government give a lot of guidance material. This extends to 

hundreds of pages and is based on tick-box information for the Department which is of no 

value to anyone. The Department has gone too far in its environmental section. AMEC is 

trying to educate them to become more risk based, evaluating situations broadly based on 

risk, than filling hundreds of forms for compliance purposes. “We don’t need all the guidelines. 

Think as a miner who has to pay the bills and end this orientation to processes. Get the job 

done, rather than police-checking every job.” 

 

AMEC tries to get government agencies to lift their game. “The DMP are pretty good”, he 

conceded. “They share their costs and performance benchmarks with us – and we want to 

knock 15% or 20% off this”. The DMP share their approvals performance reports – “the DMP 

are very good in this space, I take my hat off to them.” 

 

There was a question on whether there is a high degree of consultation between the 

Department and the industry? Mr Bennison said “We are very pushy. We have a good track 

record on making suggestions to improve development in this country. We are not frivolous in 

our proposals.” 
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Is the transparency and information availability from the Geological Survey good for the 

industry? Transparency is a good idea – unless you are big, the Rio’s and BHP’s don’t need 

transparency –but for small operators, it helps very much to be able to track the numbers and 

stage of applications. Transparency has costs. You have to update information so it is current 

for it to be useful. 

 

Should gas and oil be regulated separately from minerals? Definitely separately. But 

remember that offshore operations are totally different. Onshore oil and gas is more akin to 

mining – with additional issues of pipeline safety. 

 

Companies love the State Agreements; this model has been in use since 1964. But there are 

parts of the WA legislation that are bad. Section 28(a) of the Mining Act, for example, was 

introduced through an amendment that requires small producers who do not have state 

agreements to pay an additional 25c a ton on iron ore. This is discriminatory and does not 

take into account the huge advantages gained by signatories to the state agreements. 

 

140 people sit as members of AMEC committees. This is a huge resource of intellect on law, 

accounting, mining finance and explorations. They all feed off one another and come up with 

constructive proposals. AMEC works very closely with the national and state governments to 

mine a basin cost effectively, meeting safety and environmental and other community 

requirements. 

   

13.  Findings 

 

The Committee made the following observations: 

 

 Australia and Canada are the global mining jurisdictions that are rated the most attractive 

for investors in mining. In the case of Western Australia, a rich mineral endowment is 

complemented by at least four other success factors: skilled people; junior miners with an 

entrepreneurial spirit of risk taking; competent companies that provide excellent services 

and support; and, a strong and highly efficient logistics chain for all mining. 

 

 Western Australia has three separate government departments that deal with mining: 

- The Department of Mines (DMIRS) manages the Mining Act and its regulations, 

dealing with occupational health and safety, inspections and checking that each 

mine is paying the correct royalty due to the government (10 per cent of revenue 

at the mine head). 

- The Department of Industry (Department of Jobs, Tourism, Science and 

Innovation (DJTSI) facilitates the attraction of mining investment. This includes, 

for big mining projects, the negotiation of long term contracts between the state 

and the mining company dealing with investment in infrastructure for the mine 

and royalty levels. These “State Agreements” have to be passed by the 

Parliament of Western Australia. They demonstrate to the mining companies that 

the State will give long term support to developing the mine. Some State 

Agreements are 60 years old and provide a base of certainty over the long 

periods needed to justify mining investment. 

- The Department of Water and Environmental Regulation is responsible for 

environment and water regulation, serving as a ‘one stop shop’ for industry and 

developers, with the aim of streamlining and simplifying regulation.  
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 Western Australia has effectively given up on beneficiation, despite ambitions in the 20
th
 

century to set up downstream manufacturing using the rich mineral and oil deposits of the 

state. Western Australia is an extremely efficient exporter of raw mineral and petroleum 

resources. The state has grown rich from exports of raw materials, particularly to the 

industrial hubs of China and Japan. 

 Labour on the mines in Western Australian has high wages and high standards, but the 

sector is very mechanised and productive, so relatively few people work in the mines. 

Mining towns in remote mining areas have been run down as workers are employed on 

individual contracts to Fly in and Fly out (FIFO). They work 9 days on and 4 days off. The 

work hours are very long and there are social and drug problems because of the 

pressures on family/normal life caused by the frequent absences at the mine.  

 The environment has become an increasing priority for mining. One recent innovation is 

the Mining Rehabilitation Fund, which was developed from industry lobbying. Every mine 

pays a risk-based levy and the levies are pooled to form a fund to rehabilitate abandoned 

mines. This released capital that was tied up in rehabilitation bonds and guarantees. 

Mines have to rehabilitate concurrently, as they are mining. 

 Mining experts at the Western Australia School of Mines are very positive about South 

Africa’s potential for relying on mining as a pillar of the economy far into the future. This 

is, however, dependent of creating a business and regulatory environment for mining that 

is stable and hence attractive to investors. 

 Western Australia was falling behind in exploration, so a concerted programme was 

developed over the last decade to encourage new exploration. This includes a highly 

successful Exploration Incentive Scheme that subsidizes junior miners to drill and 

explore. 1:100,000 geological mapping of the State has been accompanied by a new 

R73-million “core library” where all explorers have to deposit their core samples. These 

are analysed for their mineral content and are publicly available to exploration companies 

for free. Western Australia is rated first in the world for its geological survey, which was 

planned to meet the expectations of companies. 

 The Western Australian government is an active promotor of the companies that support 

mining. Named the Mining Equipment and Technical Services (METS) this is a major 

contributor to export earnings. The METS have both an Australian and an international 

focus (including Africa). This in turn strengthens the Western Australian mining sector 

because of the wide experience base. 

 The METS sector and exploration benefit from the close partnerships which exist 

between companies, universities and government scientific organisations. These are 

used to fund expensive technical equipment for both research and sample analysis. 

(Academics said that the same high degree of partnership and co-operation is not in 

place between South African universities and agencies.) 

 Western Australia only appoints inspectors for mines that have at least five years of 

actual mining experience. A person is not seen as competent just because they have 

passed all the legally mandated exams. Inspectors have to come to their posts with a real 

practical experience of working in and managing mining operations.  

 Parliamentary oversight over the mining departments in Australia is not as strongly 

emphasised as in South Africa, but the industry associations are very active in holding the 

departments to account on their efficiency in processing applications and sticking to 

agreed time frames. The mining law is amended almost on an annual basis, but this is to 

keep up with changes in technology and economic developments. The basis of the 

mining law was set in 1904. The most recent “full” amendment was in 1978.  
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 The people of Western Australia own all the minerals, but the rights of the traditional, 

Aboriginal, owners of the land have been increasingly recognised. Indigenous people 

have to give their consent to mining companies before any mining can take place on their 

land, to which they have had “Native Title” since 1993. 

 Skilled workers on the mines have flexible qualifications, so when there is a downturn in 

mining, they can easily find work for which they are qualified in other sectors, such as 

shipyards or agricultural machinery. 

 There is no fracking in Western Australia. There are areas with very high potential for 

unconventional gas, but these are extremely remote and without infrastructure. It will be 

many years before these deposits could be extracted economically. 

 Mining in Australia is male dominated, as in South Africa. In Western Australia, 18 per 

cent of mining employees are women (compared with 11 per cent in South Africa). There 

are no quotas to promote gender equality in employment, but it is encouraged. The 

mining industry has an annual award to recognise women in mining. There are also 

awards to recognise people who have promoted moves towards gender equality. 

 There are major differences between mining in Western Australia and South Africa – 

there are very few underground shafts – most mining is opencast; there are relatively few 

workers (less than half in South Africa in an industry with over ten times greater sales); 

the degree of mechanisation is extreme, with workers in Perth able to drive trucks 

remotely 1600 km away. There are no illegal miners.  

 Western Australia has no Mining Charter. Benefits from mining flow to the state through 

royalties and to the community through jobs and many associated industries. Major mine 

developments involve specific commitments by mining companies on their investments in 

mine infrastructure, which are balanced by state support. Mining contracts are 

transparent and publicly available (although some commercially sensitive items might be 

withheld). 

 

14. Recommendations by the Committee 

 

The Portfolio Committee on Mineral Resources having completed a study-tour to Western 

Australia, recommends the following: 

 

 Urgent action by government, on a wide front, is needed to support the mining industry in 

South Africa, so that it continues to be a reliable pillar of the economy. 

 This action needs to begin by building a new, co-operative relationship between 

government and the private sector in mining – covering both ‘junior’ and established 

mining companies. The effects of a failure to implement the prescripts of the NDP on 

mining will have a huge negative effect that will only be fully appreciated in the future, 

because mines take so long to develop. 

 The groundwork done by the laboratory phase of Mining Phakisa in 2015 needs to be 

revived and taken forward in a new spirit of common purpose, implementing agreed 

programmes for the mining sector and promoting progressive transformation that 

increases employment in mining, in line with the plans in the NDP. 

 Although the state is the custodian of the mineral wealth beneath the soil, it should 

consider the need for owners and users of the surface (particularly traditional 

communities) to give their consent before mining rights are granted. A mine can 

completely dominate an area for a generation or longer, and disturb or prevent entirely 

other land uses. 
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 It is imperative that the government and the National Treasury recognise the need to 

support, much more strongly, the programmes of the Council for Geoscience and the 

junior and emergent mining sector in South Africa. 

 Partnerships between government, the private sector and institutions of higher learning 

need to be fostered to improve the capacity for collaborative mining-related research that 

will grow the industry in South Africa, in the competitive and volatile environment it faces. 

 The PCMR should plan a future study tour to Canada – particularly to consider the 

Canadian model of “flow through shares” that incentivise mineral and petroleum 

exploration.  

 The PCMR should be involved in the major mining investment conferences – or in parallel 

events that include parliamentarians from resource-rich countries, particularly in Africa. 

 

11. Conclusion  

 

The PCMR is extremely grateful to Mr Bill Repard, Honorary Consul for South Africa in Perth, 

for using his contacts and influence to assemble a relevant and thorough study programme 

for the Committee, including both government departments and industry bodies. Senior 

officials of the Government of Western Australia and academics from two universities gave 

the Committee clear and concise information and facilitated tours of technical facilities. Alcoa 

of Australia hosted the Committee for a briefing on bauxite mining, environmental 

rehabilitation and a visit to the alumina smelter at Pinjarra. Western Australian politicians were 

generous with their time and insights, in particular Hon. Bill Johnston MLA the Western 

Australia Minister for Mines and Petroleum, Hon Tim Hammond MP the member for Perth in 

the Australian House of Representatives and Senator Linda Reynolds, senator for Western 

Australia in the Federal Parliament. 

 

Report to be considered.  

 


