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MINERAL SANDS (ENEABBA) AGREEMENT AMENDMENT BILL 2008 
Introduction and First Reading 

Bill introduced, on motion by Hon Norman Moore (Minister for Mines and Petroleum), and read a first time. 

Second Reading 
HON NORMAN MOORE (Mining and Pastoral — Minister for Mines and Petroleum) [8.41 pm]: I 
move — 

That the bill be now read a second time. 

The purpose of this bill is to ratify an agreement made on 28 July 2008 between the state and Iluka Resources 
Ltd, which I will refer to as the variation agreement. This bill is necessary to give effect to amendments to the 
Mineral Sands (Eneabba) Agreement Act 1975, which I will refer to as the state agreement. 

The purpose of the variation agreement is to enable Iluka, as part of its operations under the state agreement, to 
treat at its Narngulu mineral processing facilities in the mid-west region of Western Australia heavy mineral 
concentrates produced from its Jacinth-Ambrosia project in South Australia; and, with the consent of the 
minister responsible for the administration of the state agreement, heavy mineral concentrates produced by itself 
or third parties from other projects within Australia or overseas. This will prolong the economic life of Iluka’s 
Narngulu processing facilities as quantities of heavy mineral concentrates produced from its state agreement 
mining lease at Eneabba—that is, mining lease 267SA—diminish. 

The variation agreement provides that the state will introduce this ratifying bill into Parliament and will 
endeavour to secure its passage as an act by 31 December 2008. This time frame is crucial as it will enable Iluka 
to proceed, in early 2009, with a $60 million expansion of its Narngulu facilities to cater for the processing of 
heavy mineral concentrates from South Australia. To put this in context, I will provide some background on 
Iluka’s mid-west mineral sands operations, as well as its proposed Jacinth-Ambrosia project and the expansion 
of its Narngulu processing facilities.  

Mid-west Operations: Iluka’s mineral sands operations in the mid-west commenced in 1975 and involve mining 
operations at Eneabba and the processing of heavy mineral concentrates at Narngulu, near Geraldton. The mid-
west operations have been the most profitable and largest part of Iluka’s Western Australian business for many 
years. Iluka employs up to 700 staff and contractors across its mineral sands operations in the mid-west. It is the 
single largest employer in Geraldton, with around 240 permanent staff, plus additional contractors, at its 
Narngulu processing facilities.  

At the Eneabba operations located on mining lease 267SA, mineral sands are mined and concentrated to produce 
heavy mineral concentrates. This is then railed to the Narngulu processing facilities, which include mineral 
separation plants 1 and 2, a zircon finishing plant and a synthetic rutile plant, producing the following range of 
products, primarily for export: zircon, rutile, ilmenite and synthetic rutile. The company’s challenge for some 
years has been the declining mineralogy of the ore bodies that have been mined at Eneabba progressively for 
more than 30 years. Current mine planning assumes an economic mine life at Eneabba to the middle part of the 
next decade. However, in order to maintain the long-term viability of the processing operations at Narngulu, a 
consistent source of heavy mineral concentrates feed for processing is required, such as that to be produced by 
the Jacinth-Ambrosia project.  

Jacinth-Ambrosia project: In May 2008 Iluka approved the development of the Jacinth-Ambrosia mineral sands 
project—which is zircon rich—located in the Eucla Basin of South Australia. The proposed development will 
involve the shipment of ore from Ceduna to Geraldton for processing at Narngulu, subject to obtaining all 
government approvals. It is Iluka’s intention to process up to 600 000 tonnes per annum of heavy mineral 
concentrates from Jacinth-Ambrosia through the Narngulu separation facilities to supplement the existing 
Eneabba feedstock. Iluka plans to commence mining and production activities and to ship heavy mineral 
concentrates from South Australia by the first quarter of 2010. First product is expected to be available for sale 
from Narngulu in the second half of 2010. Iluka expects the Jacinth-Ambrosia deposit to produce an estimated 
six million tonnes of heavy mineral concentrates, incorporating approximately 2.9 million tonnes of zircon, plus 
associated rutile and ilmenite. The project is expected to have an economic life of at least 10 years and produce 
over 300 000 tonnes per annum of zircon at Narngulu in the initial years following commissioning and ramp-up 
in 2010.  

Expansion of Narngulu processing facilities: As I previously mentioned, Iluka will undertake a $60 million 
expansion at Narngulu to cater for the processing of heavy mineral concentrates from the Jacinth-Ambrosia 
deposit. The expansion will lift the zircon processing capacity of the Narngulu mineral separation facilities from 
225 000 to 320 000 tonnes per annum. The total tonnage of heavy mineral concentrates processed at Narngulu is 
expected to remain at current levels of approximately 1.2 million tonnes per annum, as externally sourced 
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concentrate supplements the declining contribution from the mid-west. The scope of the expansion includes the 
following activities: transport of heavy mineral concentrates from the Geraldton port to Narngulu by road via 
approved heavy haulage routes; construction of a feed preparation plant to wash and dry the Jacinth-Ambrosia 
heavy mineral concentrates ready for processing through the Narngulu mineral separation facilities; and 
reconfiguration of Narngulu mineral separation plants 1 and 2 to process Jacinth-Ambrosia heavy mineral 
concentrates.  

I will now turn to the key provisions of the bill and the variation agreement. 

The main provisions of the bill now before the house are briefly outlined as follows.  

Section 4 provides that section 2 of the principal act is amended by inserting the new definition of “the 2008 
Variation Agreement”, which is defined to mean the agreement, a copy of which is set out in schedule 3 of the 
principal act. 

Section 5 inserts a new section 5 into the principal act which ratifies the 2008 variation agreement and authorises 
its implementation. 

Section 6 inserts as schedule 3 to the principal act the 2008 variation agreement. 

The main provisions of the variation agreement are as follows. Clause 4(4) inserts a new clause 7A in the state 
agreement which allows Iluka, while it is still mining ore from ML267SA, to submit to the minister detailed 
proposals in respect of the separation into heavy minerals at its Narngulu mineral processing facilities of up to 
600 000 tonnes per annum of heavy mineral concentrates produced from its Jacinth-Ambrosia deposit in South 
Australia; and, with the consent of the minister, heavy mineral concentrates produced from “non-mining lease 
ore”—that is, heavy mineral concentrates produced by Iluka or third parties from areas other than within 
ML267SA and whether within or outside Australia. 

It also provides that Iluka shall not submit proposals under clause 7A, without the minister’s prior consent, 
relating to more than 6 000 tonnes—in aggregate—of heavy mineral concentrates; or heavy mineral concentrates 
obtained other than from the Jacinth-Ambrosia project; or the grant of any tenure to support the operations 
pursuant to such proposals; or bringing heavy mineral concentrates into Western Australia or to export heavy 
minerals or heavy mineral products otherwise than through the port of Geraldton. This will ensure that the 
minister will be properly consulted regarding any additional changes at Narngulu prior to the submission of 
proposals under the state agreement. 

Clause 4(7) inserts new subclause (4) in clause 20 of the state agreement, which allows the company, with the 
minister’s approval, to blend heavy minerals produced from mining lease heavy mineral concentrates with the 
same type of heavy minerals produced from non-mining lease heavy mineral concentrates. This is subject to the 
minister being satisfied that adequate controls and systems are in place for the correct apportionment to be made 
between mining lease and non-mining lease heavy mineral concentrates of any blended heavy minerals. This will 
enable the royalty payment derived from the mining and processing of heavy mineral concentrates from Eneabba 
to be correctly established. Further, the minister may suspend any approval if he ceases to be so satisfied and 
Iluka has not addressed the concerns within three months of it being consulted by the minister.  

Clause 4(8) deletes clause 23 of the state agreement that relates to the rating of all lands at unimproved value. 
This will remove the rating restriction on local governments. With a mature state agreement such as this, it is 
appropriate that the unimproved rating clause be removed to enable local governments to rate lands on the same 
basis as other properties and tenure that are not associated with a state agreement. 

Clause 4(9) inserts in the state agreement new clause 39A, which provides that the state agreement shall expire 
on the earlier of the date occurring five years, or up to seven years with the minister’s approval, after Iluka 
ceases to mine ore from ML267SA and the expiration or sooner determination of ML267SA. The five to seven-
year period will provide sufficient time to allow for consultation between Iluka and the government to address 
any outstanding matters prior to the determination of the state agreement. 

Benefits of the variation agreement: The ratification of this bill by Parliament will lead to a number of benefits 
for both the state and the company. I will now briefly outline them. The processing of Jacinth-Ambrosia heavy 
mineral concentrates and potentially heavy mineral concentrates from other sources provides the ability to 
extend the economic operating life of the Narngulu processing facilities for at least a further 10 years, and 
potentially longer. This in turn will have a positive impact on the greater Geraldton region, as it should ensure 
that the employment level at Narngulu, which is currently 240 full-time employees, is maintained, if not 
increased, in the longer term, while it is expected that the company will require additional contractors in the 
areas of engineering and transportation. 

Iluka’s significant annual expenditure in the mid-west, which is currently approximately $120 million, will be 
maintained. The removal of the unimproved value rating clause will enable the local government authorities to 
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rate Iluka’s operations as they would any other similar operation that does not have the benefit of a state 
agreement. 

An additional investment of $60 million will be made to expand the Narngulu processing facilities, the majority 
of which investment will be spent in the Western Australian and local economies. Ensuring the viability of the 
Narngulu processing facilities will enable Iluka to spend $8.5 million over the next three years on exploration 
activities around Eneabba designed to identify additional deposits that may be brought into operation quickly, 
with initial investigations having commenced. 

I now table a description of the provisions of the bill for the consideration of members. I commend the bill to the 
house. 

[See paper 290.] 

Debate adjourned, pursuant to standing orders. 
 


