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GST DISTRIBUTION — IRON ORE PRICE 
Statement 

HON DR STEVE THOMAS (South West) [9.55 pm]: On 12 February this year, I asked the Minister for Environment 
representing the Treasurer what would happen if the iron ore price stayed above $US90 a tonne for a time. His 
answer was — 

A scenario where the average price of iron ore remains at $90 a tonne has not been modelled, as this 
assumption is highly unrealistic. 

Over the year, I have asked a series of questions on that, and I re-presented my question today. That first question 
was question without notice 13. I added in questions without notice 80, 656, 938 and 961 all through the year when 
the price of iron ore was over $US90 a tonne. When I made a couple of members’ statements in September, 
I pointed out the magnificent bonus that the McGowan government had received on iron ore prices. That was on 
5 September and 24 September. In those statements, I did some basic mathematics, and on 5 September I said — 

At almost $US35 a tonne differential, based on the numbers of the Treasurer himself, over a six-month 
period that is an additional royalty income of $1.4 billion to the state government. 

That is $1.4 billion that is unaccounted for, not in the budget, and therefore can be handed out as largesse to purchase 
the next election. I keep asking these questions and today I received another non-answer from the Treasurer. 
Basically, apart from quoting The West Australian on the price of iron ore at $US92.86 a tonne, he referred me to 
the Annual Report on State Finances and mentioned that at some point at the end of the year, the midyear review 
will be out, and that might provide me with a bit more information. 
I think it behoves us to have a quick look at the Annual Report on State Finances, just to see whether we are 
somewhere near the point when I made a prediction of a $1.4 billion slush fund for the Labor Party moving into 
the next election. I take this great opportunity with the Annual Report on State Finances to refer to what I think is 
an important section, and that is appendix 4, which begins on page 185. It is the comparison of final outcomes to 
the original budget for the year ending 30 June 2019. The Annual Report on State Finances tells us the difference. 
I think this is great good fun. On page 187, it shows royalty income. The improvement in royalty income in the 
financial year 2018–19 was $1.656 billion. That is based mostly on an increase in iron ore price from February, 
but only takes us through to 30 June, of course, because that is the end of the financial year. Before everybody 
jumps up and down and says, “Steve got it wrong; it wasn’t $1.4 billion, it was $1.66 billion”, I just add this bit. 
Page 189 states —  

(d) Royalty income was $1,656 million — 
That is $1.656 billion — 

… higher relative to the 2018–19 Budget forecast. This was primarily due to higher projected 
iron ore royalties, — 

Man, where have we heard that before that before—“higher projected iron ore royalties”? It continues — 
which were $1,722 million … higher than budget … 

This is reflected in an iron ore price averaging $US80 a tonne throughout the year. Bear in mind that in the first 
half of the financial year it was quite low; in the second half it was well over $90. The report continues — 

• a lower than expected … exchange rate … 
• a one-off $250 million royalty backpayment from BHP, settled in June 2019. 

That is important. When that $1.656 billion increase is taken into account, bearing in mind there was $1.722 billion 
extra in iron ore royalties, if we take off the $250 million additional settlement from BHP—I obviously did not 
know about that and until June 2019 the government did not know about that, so it cannot have been budgeted for 
because it happened in the last month of the financial year—it leaves us with a total of $1.742 billion additional 
money in that financial year of iron ore royalties. I want to take just a little bit of credit for that. I admit that I got 
the final $70 million wrong, but that was done on the a piece of scrap paper based on a diverse set of budget papers 
and a bit of common nous. It is now an absolutely proven fact that for the first six months of this calendar year, 
the second six months of the 2018–19 financial year, this government received $1.7 billion in additional iron ore 
royalties, and things obviously dropped a little bit in other royalties, to give it an additional bonus of $1.656 billion 
to put into its slush fund. Why is it a slush fund? Because it is not in the budget. Where can we find it? We are 
going to find it in next year’s budget in 2020–21—in 2020 for the 2021 election. That is where we are going to find 
that $1.4 billion, up to $1.6 billion with the extra bit from BHP. But bear in mind that that only goes up until the 
end of the financial year. Guess what the price is today? That was in a part of today’s question. What is the iron 
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ore price today? The Treasurer said that according to The West Australian it is $US92.86 a tonne, so this is still 
building. By the end of this year, this $1.6 billion slush fund is going to be a slush fund worth well over $2 billion. 
I listened to the Treasurer of Western Australia answer a dorothy dixer in the other place, the chamber that shall 
not be named, this afternoon and he took credit for this great financial management. He did give a bit of credit to 
the federal government for an increase in the GST, because the increase in GST over a similar period was about 
$600 million. Of course, he tried to give credit to the Premier of the day, rather than Scott Morrison, the 
Prime Minister—the Treasurer who fixed the problem and the Prime Minister who got the solution—but even with 
that small addition, that extra GST, for which we thank the federal government, he made no mention of an extra 
$1.6 billion in iron ore royalties. Let us run through a few basic numbers. Actual total revenue was up 
$2.434 billion, basically made up of an increase in iron ore royalties of $1.722 billion, some loss in other royalties 
making it $1.656 billion, and $658 million in additional commonwealth grants. The total royalty and grants 
increase was $2.314 billion out of total revenue of $4 billion. Basically, the increase in revenue of this state 
government, without those royalties and grants, was $120 million. The increase in expenditure was $211 million. 
In fact, without the additional largesse of the commonwealth government, but in particular without this mini iron 
ore boom of 2019, this state government would have ended up with a deficit—it would have had less than its 
budget projections. The Premier of the state has described this government in the media as the best financial 
managers in the history of Western Australia, but that is not the case. Receiving an unexpected boon in iron ore 
prices, thanks to a couple of dam collapses in Brazil, is not financial management. It might surprise members to 
know that that is not financial planning. Financial planning is making sure that one manages their budget within 
the revenues they expect. 
Hon Sue Ellery interjected. 
Hon Dr STEVE THOMAS: This is important, because the $1.6 billion slush fund, which is heading for $2.5 billion—
that is, revenue received—is starting to be apportioned out by this government. I do not mind that because that is the 
benefit it has received, but the government should not claim this as good financial management. It should not say 
that it got here because it cut expenditure or planned this in advance. The government did not plan this in advance. 
It was because of BHP and there being a bit more money, but mostly it was a dam burst that caused iron ore royalties 
to exceed expectations by far. This was not good financial management. This was luck. This was winning the fiscal 
lottery for an extra couple of billion bucks. We need to make sure that we know that this government is spending 
that for the benefit of the state of Western Australia, not the re-election chances of the McGowan government. 
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