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DIAMOND (ARGYLE DIAMOND MINES JOINT VENTURE) AGREEMENT  
AMENDMENT BILL 2008 

Declaration as Urgent 

MR E.S. RIPPER (Belmont — Minister for State Development) [5.10 pm]: I move — 

That the Diamond (Argyle Diamond Mines Joint Venture) Agreement Amendment Bill 2008 be 
considered an urgent bill.  

MR C.J. BARNETT (Cottesloe) [5.10 pm]: The opposition will agree that the Diamond (Argyle Diamond 
Mines Joint Venture) Agreement Amendment Bill 2008 be considered an urgent bill. However, in the second 
reading debate I will comment on the timing. The opposition supports the bill and will assist in its transition 
through this house and the upper house.  

DR J.M. WOOLLARD (Alfred Cove) [5.11 pm]: I do not agree with the Diamond (Argyle Diamond Mines 
Joint Venture) Agreement Amendment Bill 2008 being declared an urgent bill because the relevant state 
agreement was signed off on by this government in 2005. Why is the bill now being brought on as an urgent bill 
when the deal was made two years ago? It is inappropriate that this bill be rushed through this house now and I 
question the reason for such haste.  

Mr E.S. Ripper: The agreement was executed on 21 May 2008.  

Dr J.M. WOOLLARD: The Minister for State Development said in his second reading speech that the deal was 
done two years ago.  

Mr E.S. Ripper: While the elements of the deal were agreed at that time, drafting and execution of the 
document took until 21 May 2008.  

Dr J.M. WOOLLARD: We are now being asked to agree that this bill, which provides that the royalties will be 
cut back, be declared an urgent bill. I have asked for a table showing the past royalties, but because this bill is 
considered urgent there is no time for the minister’s advisers to get me those figures. I would like to see how 
much the government has received in royalties over the past seven years so that we can determine what changes 
will be made to the royalties by this bill. The terminology that is used is that the royalties will go from the old 
royalties, which was 22.5 per cent of the profit going to Western Australia—previously 75 per cent of the 
royalties went back if the profit was not reached—to, under this bill, five per cent. We have not been given the 
figures showing royalties received over the past seven years. It is very suspicious.  
Mr E.S. Ripper: I understand that you have been given a briefing at which you asked for additional information. 
It is your right in the course of the debate to ask for that information and we will provide you with as much 
information as we can. The government has nothing to hide here. It is a good arrangement that is in the interests 
of the state. I hope you will agree when you have the information. 
Dr J.M. WOOLLARD: I hope that when we move into consideration in detail the minister will have the 
figures. 

MS S.E. WALKER (Nedlands) [5.13 pm]: I raise the opposition’s agreement to declaring as urgent the 
Diamond (Argyle Diamond Mines Joint Venture) Agreement Amendment Bill 2008. Last week we were asked 
to consider a bill urgently and the member for Cottesloe asked why the government considered that it was 
urgent. I do not mind debating this bill now. The problem is that we have been asked to debate urgently a very 
complex bill. I am out of breath because I was in my room when I heard this bill being called on for debate. I 
knew that it would be brought on for debate. I would like to speak on it and listen to a good and frank discussion 
on it. I support the bill, but there are some things about it that I would like to know.  

I cannot understand that last week we were asked to consider a bill urgently and the member for Cottesloe asked 
why it was being declared as urgent, yet today the member for Cottesloe stood and said it was okay. It is very 
unfair of the government to bring in a complex variation to a state agreement. Although I support this bill, the 
government should give members time to consider the issues. I am not really happy about supporting the bill, but 
I will. I hope that the Liberal opposition will not rush this bill through. It normally has one person speak on a 
bill.  

Mr E.S. Ripper: That is because it has so few people left.  

Ms S.E. WALKER: It has people left; it is a question of whether they bother to speak or whether it is left to the 
Independents, who are interested in state affairs and who want to speak on this bill. Let us debate the other bills 
that are supposed to be brought on for debate today, such as the Electoral Amendment Bill 2008, and bring this 
bill on for debate after dinner. It would give members time to look at the complex issues.  

Question put and passed. 
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Second Reading 

Resumed from 11 June. 

MR C.J. BARNETT (Cottesloe) [5.16 pm]: The opposition has agreed to proceed quickly with the debate on 
the Diamond (Argyle Diamond Mines Joint Venture) Agreement Amendment Bill 2008. 
Ms S.E. Walker: If this is really urgent, I just don’t get the opposition.  
Mr C.J. BARNETT: Perhaps if the member for Nedlands would listen, I will go through the reasons that I think 
it is urgent.  
Ms S.E. Walker: Last week it wasn’t. 
Mr C.J. BARNETT: Every bill is different.  

This bill is an agreement to vary the Diamond (Argyle Diamond Mines Joint Venture) Agreement Act 1981. In a 
sense it provides some financial concessions to the Argyle Diamonds mine and will assist that project in making 
a transition from open-cut mining to below-ground mining. Specifically, the bill reduces the royalty rate that will 
apply during the underground phase of the project and also provides some relief to Argyle Diamonds’ further 
processing obligations for the cutting and polishing of diamonds.  

As I mentioned previously, I will begin by commenting on the timing of the variation agreement. The agreement 
between Argyle Diamonds and the government was finally reached and signed on 21 May 2008. This bill was 
introduced into Parliament on 11 June, last Wednesday, and now we are dealing with it. It is important that 
Parliament deals with it, and I recognise that it has been brought on for debate relatively quickly. However, this 
bill will provide a conclusion to an issue that has been ongoing for a number of years and will give certainty to 
Argyle Diamonds’ mine and its customers as it continues with its below-ground project. It is fair to say that the 
in-principle agreement was reached in 2005 and it has taken a long time to bring a formalised agreement to the 
Parliament, but I will return to that later. 

I state from the outset that the Liberal opposition strongly supports the shift to underground mining by the 
Argyle project. If that were not to happen, the Argyle diamond mine in the East Kimberley would be coming to 
an end. The issue first arose in 1999 when I was the minister with responsibility for the agreement act. At that 
stage Argyle Diamonds was starting to contemplate the end of its mining operation, which was of concern to it 
and, obviously, to the government of the day and now the current government. Argyle Diamonds undertook a lot 
of studies and work and eventually came back with a proposal, under the Labor government, to proceed to an 
underground phase. We support Argyle Diamonds on its decision and we are very pleased with it and 
congratulate it on its decision to go ahead with a substantial investment in the underground mining of diamonds. 
Therefore, we support this variation. The opposition will assist in getting this variation agreement through this 
house and the upper house by 30 June, before the Parliament rises for the winter recess.  

I will say something about the diamond industry, although I do not profess to be an expert on it. Obviously, 
diamonds are precious and, apparently, a girl’s best friend. Diamonds were first mined in India more than 2 000 
years ago; therefore, there is nothing new about diamonds. At that time, the gem trade was pretty well confined 
to India. Brazil started mining diamonds in the early 1800s and the South African deposits were found in the late 
1800s, and they are a major source. Diamonds are difficult to find not only because they are small, but also 
because they are found in old volcanic kimberlite pipes. According to some information I have that is a few 
years old, but I doubt it has changed much, some 5 000 kimberlite pipes have been identified around the world, 
so there are plenty of them. I am sure that some more have been found since. About one in five has diamonds 
within it, and of that 1 000 only 60 can be mined economically. At the time I found this data, only about 12 
kimberlite pipes around the world were being mined. I suspect there are a few more than that but my guess is 
that there are probably fewer than 20 commercial size diamond mines around the world. Not only are diamonds 
small and difficult to find, but also the commercially viable deposits themselves are relatively rare around the 
planet. It is one of those industries that have always been controversial and seem to attract elements of sensation. 
Globally, there has been the ongoing debate about the De Beers’ monopoly. More recently, in Sierra Leone, for 
example, there has been the issue of “conflict diamonds”. Even in the Argyle diamond project itself there has 
been controversy. In the early 1980s, there was the very controversial demand by the Burke government that 
Argyle Diamonds pay $50 million in lieu of an obligation to employ its workforce locally. Of course, that 
$50 million was put through a company called Northern Mining, which was the start of the WA Inc saga. That 
had nothing to do with Rio Tinto’s Argyle Diamonds, but, in a sense, it has a link to a very contentious period in 
our history. There was also the Argyle diamond theft. I am sure the member for Nedlands will say something 
about that. There is always controversy and sensation around the diamond industry, including our own Argyle 
diamond mine.  

The Kimberley was seen as a prospective area for diamond mining as long ago as some of the early explorers. I 
might be wrong about my dates, but I think De Beers sponsored some very loose exploratory work in the 
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Kimberley, probably back in the 1930s or even earlier, and came to the conclusion that there were no diamonds 
there. One wonders whether the explorers looked hard enough or whether they had a greater interest in saying 
that there were no diamonds in the Kimberley and, therefore, sought to preserve the status of the South African 
mines and projects. I guess we will never know the true story, but there was very little interest in the Kimberley 
region even though kimbalite pipes were known to exist. However, exploration began in 1972, principally, by a 
company called Ashton Mining. That company had a joint venture with Rio Tinto. The Argyle pipe itself—the 
main mine—was discovered in 1979. Diamonds were found as an alluvial deposit in Smoke Creek. The 
discoverers eventually worked their way back up the creek following the pattern of the diamond deposits until 
they found the site of the source; that is, the kimbalite pipe. Indeed, from my knowledge, the area had heavily 
eroded over millions of years. Somewhere, the top of that kimbalite pipe has been eroded and deposited. Some 
suggest it is out to sea. Offshore diamond mining is carried out in some places, and it may be offshore in the 
Kimberley, but presumably the top of that diamond deposit is yet to be discovered. Despite great efforts, no-one 
has found the top of that kimbalite pipe. Indeed, Argyle Diamonds has spent something like $170 million in 
recent years on exploration and has not found another major diamond resource. The only two commercial 
resources of diamonds in the Kimberley region are, of course, the Argyle diamond mine itself and the far smaller 
deposit of Allendale, which was in Rio Tinto’s hands, and is now mined by Kimberley Diamonds.  

The Argyle diamond mine project is now fully owned by Rio Tinto Ltd. It is the world’s largest diamond-
producing mine, not necessarily in value but certainly in volume of diamonds. At some stages, it has produced 
up to 35 per cent of the world’s diamonds. It currently produces around 16 per cent, so the Argyle diamond mine 
is a very significant project for Western Australia and Australia generally, and, on a global level, it is the world’s 
largest mine. As I said, the alluvial deposits were first mined in 1982 and for the main ore body mining began in 
1985. Since its inception, some 650 million carats of diamonds have been mined and the project has paid close to 
$1 billion in royalties to the Western Australian government over that time.  

One of the other distinguishing features about the Argyle project has been not only the mining of the kimbalite 
pipe, but also Argyle Diamonds’ very innovative and successful marketing program. If a company produces a 
clear, white diamond, it is like most other diamonds around the world. One of the characteristics of some of the 
Argyle diamonds is the pink and brown or champagne-coloured diamonds. That brought, effectively, a new 
diamond onto the world gem markets, and Argyle very successfully promoted particularly the pink diamond as a 
unique prestige product. It not only found that new product, but also marketed it as a special, high-priced 
premium diamond. That was probably one of the most outstanding marketing successes in this state’s history, 
certainly for the mining industry. More than 90 per cent of the Argyle diamonds are used in the jewellery 
industry. They are not all high-grade diamonds; a lot of them go to the lower end of the jewellery market, 
particularly processing and jewellery industries in India.  

The Argyle mine is an incredibly important project in this state. It has always been a big project, particularly 
where it is located in the east Kimberley region. The original construction cost some $450 million in the early 
1980s. It still produces around 30 million carats of diamonds a year. When it began, it created a whole new 
mining industry for Western Australia. It is important in our mining industry that we do not grow only individual 
segments such as iron ore and nickel but that we do what we can to bring on new mining products. The 
discovery of diamonds gave us a new product. This government does not agree, but I think we should be 
developing uranium, another new product for our portfolio of mining products. We talk about diversifying our 
economy but we should be conscious of diversifying within the mining industry itself. The discovery and 
development of the diamond industry was a diversification.  

The Argyle project is a big employer. It employs around 800 people on the open pit operation. Very 
significantly, and somewhat in contrast to its origins, when the $50 million was paid to excuse Argyle Diamonds 
from employing a locally based workforce, Argyle Diamonds pioneered the fly in, fly out workforce. At the 
time, I think the flight from Perth to the Argyle diamond mine was considered to be the longest journey to work 
in the world. From that beginning, the practice of fly in, fly out has grown, albeit it brings with it all sorts of 
economic and social problems. It is somewhat ironic that Argyle Diamonds is now leading the charge away from 
fly in, fly out. Very much to its credit, 64 per cent of its workforce is locally based, which, out of 800 people, is a 
very credible result. The company’s objective is to take that locally based employment in the Kimberley region, 
particularly the east Kimberley, to 80 per cent.  

The other area in which Argyle mines has been a leader is in the employment of Indigenous people. Twenty-five 
per cent of Argyle’s employees are Indigenous Australians. That represents 190 full-time equivalent jobs. 
Essentially, that is a remarkable achievement ahead of most other parts of the mining industry in training and 
employing Indigenous people. Another important aspect of the Argyle diamond mine that could be easily 
overlooked—something I had a little to do with—is the development of the Ord River hydro-electric scheme. At 
that time, in the mid-1990s, it was costing something like 30c a unit to produce electricity and it was sold for 12c 
a unit. By putting in a hydropower scheme, Western Power was able to go from a massive loss to a break-even 
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situation. That could only be achieved by the other major customer for electricity being part of the hydro-electric 
scheme. The other customer was Argyle Diamonds. Its willingness to use renewable hydro-electricity provided a 
benefit not only to Argyle, but also to the wider east Kimberley region. Of course, that power source is there for 
the future and, hopefully, expansion of the Ord River scheme.  

During my time as a minister and as a member of Parliament, I have always found Argyle Diamonds to be an 
outstanding corporate citizen. In almost every respect it has been a leader within the mining industry not only 
because of the facilities it provides for its employees and the way it has run the operation, but also because of its 
contribution and support to the local community, particularly the employment of Indigenous people. It is a true 
leader in the mining industry.  
That leads me to the shift to below-ground mining. At the end of the day, a mineral’s resource is finite. It is 
limited. As long ago as 1999 it was recognised that the open-cut operation was starting to reach the end of its life 
and it probably had only a few years to go. That would have been of great concern to the region and to the 
government of the day, and presumably to the current government. Argyle carried out all the necessary 
engineering and financial studies to see whether it could extend the mine’s life by going from an open-cut mine 
to a below-ground mining operation. An extensive amount of work was undertaken. Apparently, around 
December 2005 there was a broad agreement between Argyle Diamonds and the state to grant some concessions 
to help facilitate its transition from open-cut to below-ground mining. Argyle proceeded on the basis of that in-
principle agreement. It is reasonable to ask why it has taken so long. I will be asking the minister—I am sure that 
he will respond—why it has taken so long for this agreement to appear in its final form before the Parliament 
given that it was reached in 2005. That seems to be a long period. It is two full years. Nevertheless, the 
underground project is well underway. Argyle has proceeded on that basis. It has spent $557 million so far. It is 
probably close to halfway through the underground project. Argyle tells me that it has constructed 17 out of 34 
kilometres of tunnels. There are currently 1 600 employees on site—roughly half on operations and half on 
construction. The final cost of the below-ground project is now estimated to be $1.87 billion. The conversion 
from open-cut to below-ground mining is in itself a very large capital investment. Unfortunately for Argyle, it 
will cost about $800 million more than it thought.  

I understand that the open-cut operation will cease towards the end of this year. The very earliest stage of the 
below-ground mining may start late this year and reach full production by 2011. The open-cut mine would have 
come to a close by about 2010. We would have seen the loss of all those jobs and essentially the mothballing of 
that project. By going from open-cut to below-ground mining, the project will certainly extend through to 2018, 
and there is some prospect that it may go on to 2025. When the underground project is operational, there will be 
a continuing workforce of some 450 to 500. Along with horticulture, it will continue to be the major industry of 
the east Kimberley region.  
There are two or three components to the variation agreement. The first is clause 4(11), which relates to the 
reduction in royalty. This applies to all the rough diamonds. The formula for royalty payments under the original 
Argyle Diamonds agreement is quite complex. There was an option of a traditional royalty percentage rate of 
value or a profit-based royalty. The profit-based royalty has rarely applied since 1985. Quite a few years ago it 
started operating on the straight royalty rate of 7.5 per cent. That is the valid basis of comparison. Under the 
change that we are considering today, that royalty rate of 7.5 per cent will be reduced to five per cent. It is a 
significant reduction. That is on the proviso that underground mining commences on or before 30 June 2009, 
which I am confident it will. There is an element of retrospectivity here. We have not agreed as a Parliament but 
the new royalty rate of five per cent will apply from January 2006. Bank guarantees have been put in place to 
cover that transition. The new five per cent rate will ultimately apply from 2006 to 2018. The opposition 
supports that royalty reduction. Although the government is taking less in royalty, I understand that the 
customers have agreed to pay a little more for the diamonds. The government has provided some concession to 
keep the project going and the customers have shown a little generosity in ensuring that a supply of diamonds 
continues to come onto the market. In broad terms, once the underground project is fully operational, the impact 
of the royalty concession will reduce annual royalties from around $36 million a year to around $24 million a 
year. If that is correct, this concession will amount to around $12 million a year. When this bill was discussed in 
the Liberal Party room, the comment was made that $12 million of concession a year does not sound a lot when 
we are talking about a $1.87 billion underground expansion project. In a sense, it is not.  

I support this concession and I support both Argyle and the government’s decision to provide it. From my 
experience, sometimes governments just need to demonstrate that they are aligned with the project and they want 
to display loyalty and support by demonstrating that to the owners of the company and, in this case, the 
customers. For Rio Tinto to have invested $1.87 billion to extend the life of Argyle would not have been a very 
easy decision. I imagine it would have been a pretty close call as to whether it did that. It is probably gaining far 
higher rates of return from its expenditure in iron ore expansion than from this expenditure. It was probably a 
marginal decision to proceed with that investment. By giving that concession, although it may have made only a 
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marginal difference to the internal rate of return calculation, it would have demonstrated to the Rio Tinto board 
that the state government of Western Australia, and I very much hope the Parliament of Western Australia, 
endorses the decision to go into underground mining and that we display that endorsement by supporting this 
variation. 

As an aside, when I was a minister I can remember a circumstance relating to the Onslow salt project that was 
under construction. A cyclone had come through and washed away a lot of the embankments during 
construction. It was a fairly severe cyclone. It was described to the owners in the Netherlands that this was a 
once-in-a-100-year cyclone. The next year a bigger cyclone came along and did exactly the same thing. At that 
stage the owners had lost faith in the project at Onslow. As a minister, the Onslow salt project potentially seemed 
to be the best thing to happen to Onslow for 100 years. I visited the owners in the Netherlands to try to convince 
them that the state government wanted this project to go ahead and that we supported it. I do not think we gave 
any concessions; we simply showed a level of support for this project going ahead. The owners decided to go 
ahead. As I remarked to some of my colleagues this morning, I do not think it was anything I had to say that 
encouraged them to do that; it was merely the fact that a state government minister took the trouble to go to the 
Netherlands and state the importance of this project, which made them think that we were really behind it and we 
wanted it to happen, that swayed their point of view. They considered it far more interesting than most other 
investments around Europe. The idea of being involved in a greenfield, solar salt project in a remote part of the 
world appealed to their sense of adventure. Sometimes governments must do those sorts of things—this issue is 
an example of that—to demonstrate that they, the Parliament and the people understand the importance of a 
project and that they are willing to make concessions and put in an extra effort to make it happen. Another 
example is when the mineral sands industry was going through a tough time in the mid-1990s. A number of 
mineral sands operators who were facing closure asked the government of the day whether they could have a 
holiday from paying royalties. They were given a royalties holiday for two or three years. When prices recovered 
and the operators’ production and sales picked up, they again started paying royalties. In fact, they repaid the 
forgone royalties. That is the way governments need to deal with commodity industries that are volatile by their 
very nature, which is what this government is doing. One of the values of agreement acts is that they allow us to 
move with the project and to adjust to changing times and circumstances. This bill is a display of good faith by 
the government in its support of the Argyle Diamonds project. It is an expensive and good decision from the 
state’s point of view—particularly from the east Kimberley’s point of view—to move into underground mining.  

Another two major provisions in the agreement are clause 4(2) and (3), which relate to the processing of the 
diamonds. The original agreement is between Argyle Diamonds Ltd and the state of Western Australia. Under 
these changes, Rio Tinto Diamonds will become party to an agreement. I will be interested to hear the minister 
explain why it is necessary for Rio Tinto Diamonds to become party to the agreement. This clause allows Argyle 
Diamonds to sell or transfer diamonds to Rio Tinto Diamonds. After the initial sorting, most of the diamonds 
will go to Rio Tinto Diamonds in Antwerp where a more sophisticated marketing will take place. The pink 
diamonds, which are especially associated with Western Australia and this project, will continue to be cut and 
polished in Western Australia. The loss of further processing is regrettable. However, if that is what it takes, it is 
acceptable. It means that two-thirds of the initial sorting and processing of the diamonds will be done in 
Antwerp; the remaining third will be done in Western Australia. We have not been involved in the more 
sophisticated side of the process. It will mean that about 20 jobs will be lost and that a dozen will be retained. I 
am interested to learn what will happen to the champagne diamonds, which are like the pinks, and whether they 
will find a niche status. 

The third provision of some importance in the agreement is clause 4(17), which relates to the changes in ADM’s 
processing obligations. It states that the cutting and polishing of the pinks is to remain in Western Australia and 
it releases ADM from the other processing obligations. I am interested to learn which processing obligations it 
will be released from and the implications of that.  
In summary, I am very pleased about this state agreement. I congratulate Argyle Diamonds for having the 
courage, and the deep pockets, to move into an underground mining operation. I and the opposition will support 
this variation bill. We will support its passage through this and the upper house before Parliament rises for the 
winter recess. We accept that concessions have been made in good faith as a way of showing support and 
providing some, albeit fairly marginal, financial assistance to the very large capital decision to move into 
underground mining. We support the concession on royalties and we accept and support, somewhat reluctantly, 
the concessions on further processing.  
For members who do not like state agreements, this bill proves the true value of a state agreement act. State 
agreements are not overly detailed documents. They outline the principles for managing large projects that 
extend for long periods.  
Dr J.M. Woollard: Why should they be signed behind closed doors? The public has a right to know what deals 
the government is doing.  
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Mr C.J. BARNETT: I thank the member for making that point. She has hand-balled me my next point. The 
public needs to know about them. This state agreement was introduced into and passed by this Parliament in 
1981. The project, which extends to 2025, has a life of 44 years. The state agreement provided the mechanism 
for the state to agree with the initial developers of the Argyle diamond mine and to give it resource rights, 
security rights, workforce rights and the right to protect the diamonds and to develop the infrastructure. It has 
proved flexible because it is being amended to allow the project to continue for another 20-odd years and to 
move into an underground process. Agreement acts are matters of principle. They allow a project to be managed 
through changed circumstances. Agreement acts facilitate the development of a major project and allow 
commonsense to prevail. Contrary to what the member Alfred Cove said, I argue that state agreement acts cover 
extraordinarily sensitive, complex and large financial transactions. The state agreement with Argyle Diamonds is 
no exception. It is an open agreement, because it was reached between a government and a company. The 
government of the day can legally reach an agreement with a company. It does not necessarily need to bring an 
agreement before state Parliament. Under the mechanisms of an agreement act, a deal is brought before 
Parliament. Parliament does not have the ability to change the contract or the detail of the agreement. It can 
decide to accept it or reject it. The 80 state agreement acts that have come before Parliament have received 
bipartisan support. Labor and Liberal governments have managed the same agreement acts. With rare 
exceptions, state agreement acts have been successful. I think they are accountable because Parliament can have 
a say. I will illustrate that by making a point. I will be critical of the government. Parliament has not seen the 
deal on two projects in Western Australia. I am not necessarily saying that that is because the government has a 
secret motive. Two big and important state projects have not come before Parliament. They should have come 
before Parliament for the reasons outlined by the member for Alfred Cove. The first is the massive Pluto LNG 
project on the Burrup Peninsula, which I mentioned the other day. Two important issues relate to that project. 
The first, which the Premier likes to talk about, is the 15 per cent reservation of gas. No-one knows what the true 
deal is, because the deal has never come before Parliament. As a former resources minister, I think I have a 
pretty good idea what it might be, but no-one knows exactly what the reservation is. The gas reservation, which 
the Premier claims as his, is not new. A similar gas reservation applied to the North West Shelf agreement act in 
the 1980s and to the Gorgon agreement act, which was passed under the Gallop government. The principle of 
reservation is not new; it has always been explicit. However, it is not explicit in the Pluto project, and I would 
like to know why. I do not think it has the power of enforcement that either the North West Shelf or Gorgon 
projects have because it is simply an exchange between the government of the day and the chief executive 
officer of the day. It has not been ratified, scrutinised or approved by Parliament, which is a weakness. The Pluto 
project was contentious because it involved the removal of several hundred ancient rock carvings. I have my 
view about whether that was acceptable. However, Parliament should have considered that issue. It was the most 
significant heritage issue that this state has dealt with, yet it did not come before Parliament. It did not suit the 
company—or the commonwealth—to have the project brought before Parliament. This government failed by not 
bringing it before Parliament. A state agreement would have been passed, because it would have received 
bipartisan support. However, the government did not bring it before Parliament, and I think that was a failure. 
Dr J.M. Woollard: Although you are saying that it was a failure because it was not a state agreement, there is 
no reason why, as the Parliament, we could not state that any contracts that are made with multinational or 
national companies over a specific dollar value should be presented to Parliament for scrutiny. It does not 
necessarily have to be the subject of an agreement, but it means that, when these contracts are presented to 
Parliament, the government of the day would think twice before signing off on something, as the opposition 
could be able to show that that contract will not benefit the community. I do not think it has to be a state 
agreement in order to be brought before Parliament. 

Mr C.J. BARNETT: That might be a point, and we have seen contracts and other matters internal to the 
government, such as the Office of Shared Services, come under the scrutiny of Parliament. Contracts can be 
examined by the Public Accounts Committee or in the estimates committees. It might well be argued that there 
should be a stronger mechanism. However, I stress that this is not a contract; it is an agreement bill. There is no 
commercial contract between the state and Argyle Diamonds. This is a piece of law that overlays the existing 
mining, environmental and other laws to facilitate a major project. It is not a commercial contract; it is not in that 
realm. I think the member’s point is likely at fault there. 

Dr J.M. Woollard: It could be done as a contract. 

Mr C.J. BARNETT: This is not a contract. 

Dr J.M. Woollard: Yes, but I am saying that there is another way of negotiating these large developments other 
than through state agreements. 

Mr C.J. BARNETT: I do not think that it would be practical to have the Parliament, in a sense, negotiate state 
agreements. State agreements are clearly the responsibility of the executive government and the correct balance 
is that, once an agreement is reached, the government of the day has to bring it to Parliament to see whether the 
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Parliament accepts or rejects it. That is accountability; it makes the agreement explicit. It is out there for the 
public to see and for members to ask questions about. If members are really uncomfortable with the agreement, 
they can reject it, or the government might go away and renegotiate some parts of it. That is possible, and I think 
the Gorgon project might be one in which a bit of renegotiation should take place. It is an accountable process. 

The other project I want to mention, although the minister has just left the chamber, is Oakajee. I will not make 
another speech about Oakajee, but here is the one site on Western Australia’s coast where a deep-sea port can be 
developed and the one site where a world-scale industrial complex can be built to develop the new Kwinana of 
the future, but higher tech and better, with buffer zones and all the rest of it. It is in the southern half of the state, 
where labour is more affordable and economic and social infrastructure already exists. The project that the 
Minister for Planning and Infrastructure is running has gone awry, although not necessarily through any fault of 
hers. As a state, we are now offering the rights to develop that port and industrial estate to two consortia built 
around two mid-cap mining companies that seem more intent on taking each other over and fighting in the share 
market than they are in carrying out this development. I doubt their capacity to carry out this project. 

If ever an arrangement, deal or proposal should have come before Parliament, it is Oakajee. I suspect the project 
will eventually come before Parliament under one government or another, because I doubt whether the 
proponents can actually do what they might be talking about. They are mid-cap mining companies. They are not 
Rio Tintos or BHP Billitons; they are small companies with capital of about $1 billion—relatively small 
operators in the mining industry. They may well be able to mine iron ore and sell it and do very well in helping 
to develop the mid-west—that would be excellent—but I doubt that they can develop a world-scale industrial 
site and a deep-sea port. That is outside their realm.  

This government has made a massive error in giving exclusive rights to just two companies to compete over 
Oakajee. Why should they have exclusive rights? However, they were given those rights by this government. I 
doubt that that is their true interest. As a part of that, we have now set China up against Japan, which seems to 
me just foolhardy. We now find that both companies have somewhat unsatisfactory records in recent times on 
the share market. Oakajee is a great opportunity from the state, but it has become a bit of a mess. I know the 
Minister for Planning and Infrastructure is extraordinarily stubborn and thinks she has got it right, but I do not 
think she has got it right. However, with a bit of flexibility, Oakajee could be put on a proper, sound basis on 
which it could go ahead, and the mining companies could proceed with some confidence. 

Those two examples—the Pluto project and the Oakajee project—should be subject to state agreements, and 
should have come to this Parliament, but they did not. That is where I agree with the member for Alfred Cove—
that is where there is no accountability. No-one in this Parliament—certainly on this side—has any idea what 
sort of deal the state is getting into over Oakajee. No-one has any idea whether the state is going to be left 
holding the baby if the project gets into trouble halfway through. If an underground mining project in the 
Kimberley can blow out by $800 million, what can happen to a deep-sea port on an open, exposed coastline? It is 
not a simple civil engineering project. They are the things that should come here, and we should be talking about 
the principles of them. 

However, that is getting away from Argyle Diamonds. As I said, Argyle Diamonds is a very fine company with a 
very good economic, mining, social and community record in this state. I support this bill, as does the 
opposition, and we will support its passage through the Parliament. I congratulate both Argyle and the 
government. 

DR J.M. WOOLLARD (Alfred Cove) [5.56 pm]: As the Minister for State Development knows, I am not a 
great fan of state agreements, so I have some problems with the Diamond (Argyle Diamond Mines Joint 
Venture) Agreement Amendment Bill 2008, particularly given that it was put on the table last week and is now 
being rushed through this house. We know from the minister’s second reading speech that cabinet approved this 
variation in the agreement in 2005. It has been sitting somewhere for two years, and it is suddenly being rushed 
through when the house has not had a chance to have questions answered about it. Since we have only four 
minutes before the dinner break, maybe I should move now to some of the questions I want the minister to 
answer when he makes his reply. 

Mr E.S. Ripper: If you read out the questions now, it will give my office the chance to get the answers for you. 

Dr J.M. WOOLLARD: I was going to go through them as I dealt with different issues. I believe that the 
royalties between 2001 and 2005 were based on the 22.5 per cent profit, so I want to know what those royalties 
were. How much came back from that profit? My reading of this bill is that the change to a royalty based on all 
sales revenue was introduced in January 2006. I would like to see figures for the amount of royalties that have 
come into the state in the past two years. I would like it confirmed that the change was not made because Argyle 
Diamonds and Rio Tinto did not reach a benchmark. I believe that the royalties went down to five per cent as a 
result of the agreement reached by the cabinet in 2006 and signed off by Argyle Diamonds. I have looked into 
some of the documents put out by Rio Tinto about creating more jobs. One of the things that the government is 
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using to sell this bill is the claim that 25 per cent of the mine’s present full-time workforce comprises Indigenous 
people. I would like to know how many Indigenous people have been working at the Argyle Diamonds mine 
every year since 2001. The report of Argyle Diamonds also talks about training, and how people were going to 
acquire skills. I would like to know what the numbers have been, because I was told that at the moment there are 
750 full-time employees, and this number will go down to 500 with the underground mining. With all this talk of 
providing jobs for Indigenous people, even if the proportion of Indigenous employees were to increase to 40 per 
cent of the workforce, it would still only be something like 200. I am very unhappy that the government is using 
that as a selling point.  

Mr E.S. Ripper: That is more jobs than there would be if the project ceased because there was no underground 
mining. 

Dr J.M. WOOLLARD: This is Argyle Diamonds Ltd; this is Rio Tinto. I do not think this project would have 
gone ahead in its full capacity.  

Sitting suspended from 6.00 to 7.00 pm 

Dr J.M. WOOLLARD: Before we broke for dinner, I was just starting my contribution to the debate. I will 
reiterate some of the points that I made. In principle, I do not agree with the government signing state 
agreements behind closed doors. I have nothing against Argyle Diamonds or Rio Tinto, but I object to the 
government signing agreements behind closed doors. This agreement was reached more than two years ago, and 
it has now come into this house to be rubber-stamped as a matter of urgency. I have to ask: why is it a matter of 
urgency? The only reason that I can think of for it being a matter of urgency is that maybe we are going to have 
an early election. We are being asked to ratify a state agreement. As has been said previously, the first agreement 
was made in 1981, and the agreement was basically open ended. It could be renewed every 21 years. It was 
renewed in 2002-03, and now the life of the current agreement is for another 21 years. 

This agreement is with a multinational company. What we have not been given to date and what I asked the 
minister for before we broke for dinner are the statistics showing how much has come back to the state from 
royalties since 2000-01 and whether those royalties were based on the old agreement, under which 22.5 per cent 
of the profit went to Western Australia, or whether since 2000 they have been based on the bench line in the old 
agreement, and if a bench line was not reached, 75 per cent of the royalties would come to WA. However, 
looking at this agreement, it seems that since 2006 the government has agreed that the figure would move to five 
per cent of royalties. I would like to know whether, in the interim, the deal was done behind closed doors and 
how much the state has lost from this agreement. 

I am also concerned that the agreement refers to the fact that this is a wonderful bill because it provides 
Indigenous employment. As I said before the dinner break, of the 750 employees, 183 Indigenous people, or 
24 per cent, are currently working under the agreement. Although Argyle Diamonds has said that it would like to 
have 40 per cent Indigenous employment by 2010, that 40 per cent is a gentlemen’s agreement. It is not actually 
part of this state agreement. We know that the numbers will go down. At the moment there are 750 employees. It 
is anticipated that by 2010 the number of employees will be only 500, and it could be fewer than that. 

I have looked at the history of state agreements. I first developed my aversion to these state agreements because I 
came into this Parliament very much on the forestry issue. When state agreements were signed in the 1970s, lots 
of people were working in the forests. However, as members know, the big harvesters are now going through 
and demolishing what is left of our native forests. Therefore, I am not happy with state agreements. A couple of 
years ago there was the Gnangara pine plantation state agreement. Under that agreement, the cost of the pine was 
like comparing apples with pears, because what we were getting from that pine plantation was the same as the 
eastern states were getting for second-grade pine. These agreements do not always benefit our community. 
Although it might be good now, there is nothing in this agreement. Under the agreement, the company has an 
opportunity to not continue, but the state does not have an opportunity to say through this agreement that if the 
company cannot guarantee, as it has said, that 40 per cent Indigenous employment, which at the moment is at the 
discretion of the chief executive officer, it wants to review the agreement. 

Mr C.J. Barnett: Don’t you think that 25 per cent Indigenous employment is pretty good? 

Dr J.M. WOOLLARD: I think that 25 per cent Indigenous employment is very good. However, my concern is, 
member for Cottesloe, that although Argyle Diamonds is saying that by 2010 it will be 40 per cent Indigenous 
employment, the numbers are cutting back, and that has not been put in the agreement. 

Mr C.J. Barnett: Employment has never been in the agreement. 

Dr J.M. WOOLLARD: It has never been in the agreement, but one of the selling factors of this bill is all the 
good that the company is doing. I cannot accept that, because we do not know what the numbers will be then. 
We do not know how much this agreement has cost us since 2006 when it was made by our Premier, who was 
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the minister responsible at the time. We know that before making this agreement the government looked at the 
feasibility study that had been conducted by Argyle Diamonds. Whereas that feasibility study contained doom 
and gloom, when the state team looked at it, it said that no, there was not so much doom and gloom. With the 
amount of money that is involved, surely our own people should have looked at the feasibility of the operation 
and what the profits are likely to be over the next five, 10 or 20 years. Therefore, I am not happy that the state 
accepted just looking at the company’s feasibility study. 

I am also concerned about the conditions. I want to know what conditions the Environmental Protection 
Authority has asked for regarding the rehabilitation of the closed mine and also rehabilitation at a future date of 
the underground mine. I would like to have had an opportunity to look at the EPA website to see what it looked 
at and whether it made any recommendations to the government; and, if it did make recommendations, whether 
we can see those recommendations reflected in this agreement. I do not think they are. 

I said before that I am concerned that the number of jobs may go down. The nickel bill that we dealt with in 
Parliament last year — 

Mr C.J. Barnett: It was last week and it was the nickel refinery bill—Kambalda. 

Dr J.M. WOOLLARD: The nickel refinery bill; I thank the member. That was an open-ended bill. It gave the 
government an opportunity to say that it wanted to end that agreement sooner. We do not have that opportunity 
in this agreement. This agreement is for 21 years. In 2023 or 2024, Rio Tinto will have an opportunity to extend 
this agreement for another 25 years. The government has said it entered into this agreement two years ago and is 
now asking us to rubber-stamp it in this house. I was quite surprised when the member for Cottesloe said that 74 
kilometres of tunnels have been dug and are ready to be used and that the profits from this agreement will start to 
come in at the end of next year. Because we are rushing this agreement through the Parliament, we have not 
looked at the issues of sustainability. 

I would also like the minister to provide some statistics. Argyle Diamonds’ “Sustainability Report 2003” states 
in part — 

Argyle to Host 150 Traineeships Over Five Years 

During 2003 Argyle entered into a landmark agreement with the Australian government to host 150 
traineeships for East Kimberley Indigenous people over a five year period. In doing so Argyle set a 
challenging target—but one that the company is committed to and has started working toward. 

That was in 2003. How many traineeships have been established? The government is very much selling this state 
agreement on the benefits the agreement will provide to the Indigenous community. 

In summary, I do not agree with either state agreement acts or with cabinet confidentiality whereby the minutes 
of cabinet meetings are archived for many years. I have said before that the government is the caretaker of the 
community. I believe the community has the right to know what decisions the government makes and on what 
basis those decisions are made. We do not know the facts about why this decision was made. The two major 
parties have a gentleman’s agreement to support state agreement bills. Maybe it is time to reconsider that. We 
should reconsider the issue of state agreements in the same way we should reconsider cabinet confidentiality. 
The community has a right to know what decisions are being made and to know about the financial costs and 
benefits to the community — 

Mr C.J. Barnett: What do you not know about this agreement? 

Dr J.M. WOOLLARD: I have not been told about the royalties that will come into Western Australia. 

Mr C.J. Barnett: The royalties will reduce from $36 million to $24 million. That is what is happening. 

Dr J.M. WOOLLARD: I want information about the royalties on an annual basis. 

Mr C.J. Barnett: It is $36 million. 

Dr J.M. WOOLLARD: I do not want to know the amount in royalties that the government will collect for just 
one year; I want that information to be supplied annually so that we can see how much has been lost. 

Mr C.J. Barnett interjected. 

Dr J.M. WOOLLARD: I have only two minutes left in which to speak. My concern is the amount the Western 
Australian community has lost since this agreement was made. Under the old agreement, the state was getting 
22.5 per cent and now it will get only — 

Mr E.S. Ripper: The Western Australian community is gaining from it because if the mine does not go 
underground, there will be no royalties, jobs or profits for anyone. 
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Dr J.M. WOOLLARD: The tunnels have been dug by this multinational company. Is the minister saying that 
the company would have folded or that the project would not have gone ahead as quickly as it has? 

Mr E.S. Ripper: There is no law to say that a company has to run an unprofitable mining project. 

Dr J.M. WOOLLARD: The project would not have folded because of the profits the company is making. The 
profits should be put on the table so that we can see what those profits have been and are likely to be. We could 
then make an informed judgement on this state agreement rather than be asked to, as a matter of urgency, rubber-
stamp this agreement that the Premier, Alan Carpenter, agreed to in 2005 when he was Minister for Energy. I 
will not support this bill. 

DR K.D. HAMES (Dawesville — Deputy Leader of the Opposition) [7.15 pm]: I congratulate the 
government on taking this step to ensure the continuation of the Argyle diamond mine. I had something to do 
with the mine when I was the Minister for Aboriginal Affairs. I visited the mine on two occasions and went to it 
with the Indigenous community to work on two cultural awareness projects at the mine. What has impressed me 
about Argyle Diamonds since then is the progress it has made on Indigenous employment. Members are aware 
that the Education and Health Standing Committee recently undertook a study of Indigenous employment 
throughout the state, mainly in government departments. The committee found that Indigenous employment was 
somewhat wanting. That is not to say that it was any better when we were in government. The representation of 
Indigenous people in the employ of government departments is fairly abysmal in most departments. 

When I first went to the Argyle diamond mine, Argyle had committed to employing Indigenous people for only 
about 10 per cent of its workforce, and it was struggling to meet that target. The company was calling on 
Indigenous people from Warmun—Turkey Creek—and also from communities towards the Fitzroy Valley. As is 
often the case with Indigenous employment, the company was struggling to maintain its Indigenous employees. 
That is because of law business, cultural issues and family circumstances, which often meant that the Indigenous 
people would work at the mine for a while and would then leave and never come back. Once they left their job, 
they were sacked and that was the end of it. At the Argyle diamond mine, Rio Tinto focused much more on 
understanding the cultural needs of Indigenous people. If an Indigenous person who was working there had to 
take his young nephew, for example, into the bush for two months for law business, he would do that. When the 
worker had finished doing the law business, he would go back to work. Once the company established that it was 
prepared to offer flexibility of employment and take into account those cultural issues, the number of Indigenous 
employees started to grow. A network of Indigenous employees was built who have now been employed at the 
mine for a long time. Last year I was told how long that was, but I do not recall the exact amount of time. I think 
some employees have worked there for up to 10 years. The total number of employees has reduced and is 
expected to reduce from 750 to about 500 in 2010. However, the company aims to employ up to 40 per cent 
Indigenous employees in its total staff. That is not a big increase on Argyle’s current number of employees; that 
takes it from roughly 183 employees to only 200 employees. However, that still means that all the Indigenous 
employees that Argyle has now will stay, with a minor increase in employee numbers, according to the figures 
that I have seen. That is still a tremendous effort; to have nearly half of a company’s total staff working as 
miners who are Indigenous people from that region is somewhat amazing. I have commented before, particularly 
when the state government held the Indigenous employment summit, that all those companies should look at the 
methodology of Rio Tinto and Argyle to see what they do and what they take into account to keep those 
employees still working. The Indigenous people of that region are not any better educated, more stable or better 
trained and they do not have fewer problems with housing, health or family dysfunction; they are the same as 
Indigenous people from just about any other part of Western Australia. I am sorry if I am sending the minister 
off; I will try to be more forceful with my language just to keep him focused. Those Indigenous employees are 
the same as any Indigenous people anywhere else. Therefore, Argyle had done something distinctly and 
specifically different from employers anywhere else in this state to be able to keep those employee numbers up. 
Not even our own departments that focus on Indigenous issues have Indigenous employment levels that high. 
We had a 10 per cent Indigenous employment level at the Department of Housing and Works, as it is now; I 
think it is currently at about eight or nine per cent, but that is one of the highest levels of Indigenous 
employment. Even the Department of Indigenous Affairs does not have the same level of Indigenous 
employment that Argyle has. Therefore, the government’s efforts to ensure a marginal mine can keep going is a 
good thing. As the member for Cottesloe pointed out, it is not a big cost to government, yet it ensures that 
ongoing employment and presence. Argyle has an international reputation for the diamonds it produces, and it is 
good for Australia and for Western Australia, in particular, for Argyle to keep operating like that. As the minister 
said, the alternative to this bill is to have no Argyle mine at all. Maybe the member for Alfred Cove is right; 
Argyle is a big company and maybe it would keep the mine going anyway. Sometimes big companies use these 
things to try to get the government to make changes, but why would it? Argyle is a multimillion dollar company, 
or even a multibillion dollar company — 

Mr E.S. Ripper: Yes, it would be. 
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Dr K.D. HAMES: It is an enormous company and why would it — 

Mr C.J. Barnett interjected. 

Dr K.D. HAMES: Yes, multibillion, there we go! 

Why would Argyle fiddle around with such a relatively small amount of money simply to try to squeeze from the 
government the obligation to pay a bit less revenue? It would not, but by the same token any company has 
principles in the operation of its ventures that it needs to be profitable. No company will run a venture that is not 
profitable. Therefore, I believe Rio and Argyle are doing the right thing. I think the government is doing the right 
thing in supporting the continuation of this project. I am looking forward, when we form the next government 
and I am the Minister for Indigenous Affairs, to being able to go back to the mine at which 40 per cent of 
Argyle’s staff are Indigenous people and congratulate Argyle on that. 

Mr E.S. Ripper: You don’t have to get in government to do that. 

Dr K.D. Hames: I will. 

MS S.E. WALKER (Nedlands) [7.23 pm]: The Diamond (Argyle Diamond Mines Joint Venture) Agreement 
Amendment Bill 2008 seeks to retrospectively ratify a third supplementary agreement made between the Premier 
on behalf of the state and Argyle Diamonds Ltd and Rio Tinto Diamonds Ltd on 21 May 2008. The bill has an 
impact on the original state agreement by inserting a new schedule 5, “Third supplementary agreement”, after 
schedule 4 of the state agreement. That is enacted by clause 6 of the bill. This new schedule does several things. 
I will not say a lot on this bill, mainly because the government has rushed it in urgently, which is a shame really 
because Argyle Diamonds is a fascinating company. It has the most stunning website. The website is so highly 
professional; it is a work of art. It is absolutely beautiful.  

This bill enables the continuing operation of the Argyle diamond mine from an open-cut to an underground 
operation. I could not find Argyle’s annual reports on its website—I would have found them eventually if the 
government had given me some time—but I found an enormous amount of information, as well as information 
on how Argyle went about having to close down its open mine and explore underground. I downloaded the 
“Sustainability Report 2003”, which I loaned to the member for Alfred Cove, that talks about Argyle’s scorecard 
and states, in part — 

Exploring Underground 
At the current rate of mining, Argyle expects to exhaust the section of ore body that is feasibly 
accessible through open pit mining during 2005. The depth and shape of the remainder of the ore body 
makes open pit mining unviable. To maximise use of its resource, Argyle began investigating other 
mining techniques and options, with potential for an underground mine emerging as the most feasible 
alternative.  
Argyle commenced a feasibility study in . . . 2003 to determine whether underground mining techniques 
are a viable option to extend the life expectancy of the mine. The study is scheduled for completion in 
mid 2005 . . .  

That is when I understand the feasibility study went to cabinet with some recommendations. That feasibility 
study has not been made public, which is a shame really because I am quite interested in it and I would like to 
look at it. However, I suppose that study is commercially sensitive. This is what this bill, in essence, is all about. 
It enables the continuing operation of the Argyle diamond mine, allows the royalty offset provisions of 
clause 29(3) of the state agreement to be altered and relaxes the secondary processing obligations under the state 
agreement. The minister’s second reading speech mentioned some things that I would like to raise in 
consideration in detail because I did not totally understand from the briefing how the state will audit the value of 
the diamonds that have been sent overseas for processing. That processing is done in Western Australia at the 
moment, but in future the rough diamonds will be sent overseas. They will not be weighed and there will be no 
calculation for the royalties to be paid. Therefore, I am interested in how the government will audit that, for the 
purpose of royalties, and how it will get a percentage when it does not have any sort of system in place, as I 
understand it. The bill’s overall purpose is to obtain the vote of this Parliament for a grant of financial assistance 
from the state to Argyle, which is all set out in the variation agreement.  

I will go through a bit of history. I downloaded from the Argyle website a document entitled “Breaking New 
Ground” about the Indigenous land use agreement of 8 June 2005. It provides some background to the Argyle 
diamond mine and states, in part — 

Argyle Diamonds, wholly owned by Rio Tinto Limited, is the world’s largest supplier of diamonds by 
volume. It is also the Kimberley region’s biggest business. Since operations commenced, Argyle 
Diamonds has generated $800 million in royalties and more than $5 billion for the Western Australian 
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economy. Regionally, in 2004 the company spent approximately $16 million on salaries and 
$27 million in local goods and services. 

The. . . mine was expected to wind down by 1999, and again in 2001. However, operational 
improvements introduced in both instances extended commercial viability to 2008. 

It further states that at that stage — 

A proposed switch to underground mining . . . could extend 

Probably now with a feasibility study it will extend — 

the lifespan of the Argyle Diamond mine by a further twenty years. 
. . .  

The Managing Director of Argyle Diamonds, Brendan Hammond, acknowledged: “closure in 2001 
would have meant that Argyle had left almost nothing behind.” 
. . .  
When plans for a major diamond mine in the East Kimberley were first raised in the late 1970s, they 
were met with concern by the majority of local Aboriginal people. The proposed mine was co-located 
with an Aboriginal sacred site — Barramundi Gap — and this was cause for opposition to the proposed 
development. An agreement to mine the land — the Good Neighbour Agreement — was, however, 
signed between the Ashton Joint Venture and four Traditional Owners in 1980. This Agreement was 
criticised both within the mining industry, for being overly generous, and by many Traditional Owners, 
who felt that the process of consultation and the distribution of benefits were not fair. Tensions also 
arose over the small number of Aboriginal people employed by the company.  
. . .  
On 8 June 2005 indigenous and non-indigenous Australians gathered at the Argyle Diamond mine in 
the East Kimberley to celebrate the beginning of a better future.  
They came to attend the Registration Ceremony of the Argyle Participation Agreement . . . an 
Indigenous Land Use Agreement . . . made between Argyle Diamonds and the Traditional Owners of 
the mining lease area.  
. . .  
The Agreement is . . . registered by the National Native Title Tribunal. The Agreement recognises 
Aboriginal ownership of the mine site land as well as providing financial benefits, access rights and a 
genuine say in the management of the mine site and heritage sites. The Agreement also ensures that 
Traditional Owners become part of Argyle’s business—as trainees, as employees and as owners of 
businesses supplying the mine. Finally, the Agreement commits Argyle to supporting a native title 
claim to ensure that the Traditional Owners regain and retain indisputable possession of the land after 
the mine’s closure. 

During consideration in detail I would like to pursue an issue that was raised by the member for Alfred Cove. 
What happens to an open-cut mine at the end of its life? I found an environmental report from September 2001 
on the Argyle website. I could not find any annual reports after that date. It is a very extensive report. I wonder 
what happened to the other reports, and whether Argyle has had to produce further annual environmental reports 
since the Labor Party has been in government. It seems to me that Argyle had obligations under certain 
legislation to deal with the decommissioning of mine sites. 

I am a big fan of Argyle Diamonds. When I was a prosecutor, I worked for about two and a half years on what 
was known as the “Argyle Diamond affair”, from about 1993 to 1996. In 1996 there was a trial that lasted six 
weeks, in which I was junior counsel. I spent 18 months in what was known as “the bunker” on the twelfth or 
sixteenth floor of Westralia Square. I spent every day in that bunker with my colleague Les Hobson—we are 
very good friends—and Lloyd Rayney, who was lead counsel for that trial. Prior to that I was instructing 
solicitor for the preliminary hearing of the case against Lindsay Gordon Roddan and Jeffrey Howard Noye. I 
have to be careful of what I say about this case, because Noye brought proceedings the Supreme Court in 2007 
and it is subject to appeal. Whether that appeal has been heard, I do not know. In any event, that was where I met 
and became very familiar with the member for Mindarie, who represented Noye at that time. After the 
preliminary hearing finished—I cannot remember how many weeks it took—I became firmly convinced that 
preliminary hearings should be abolished. It was a trial that had in it everything one could possibly think of. It 
was fascinating. It involved the theft by Barry Crimmins—who was a former police officer and head of security 
at Argyle Diamonds—of some precious stones from Argyle Diamonds. I got to know a lot about how diamonds 
were mined and how boring rough diamonds look. It was probably some sort of embarrassment to Argyle 
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Diamonds, but I was totally impressed by the representatives of the company and the way in which they 
conducted themselves. I was also impressed with the police officers involved.  

I will say one thing about the matter that was heard in the Supreme Court before Justice Heenan. He was dealing 
with the second trial relating to Argyle Diamonds, which was the prosecution of Jeffrey Howard Noye. The 
prosecutors for the first trial against Lindsay Gordon Roddan were 100 per cent successful, I am pleased to say. 
Mr Roddan was convicted and sentenced to three years’ imprisonment. He spent very little time in custody 
because he had been in home detention. In the preliminary hearing, both men were charged together. The team 
that organised the preliminary hearing was disbanded and a new team was formed to do the first trial. The 
indictment was split and I was appointed to the first trial, along with Lloyd Rayney and Les Hobson. As I say, 
the trial was successful and then another team came in and took over the Noye trial. That team was made up of 
Mr Ken Bates, Mr Sam van Dongen and Ms Mary Moffet. They are still crown prosecutors, I believe, or state 
prosecutors as the government likes to call them. That was not made clear in the Supreme Court, and I thought I 
would just put it on record that another team of state prosecutors was responsible for that trial. 

Mr E.S. Ripper: Are you arguing that team A had a better result than team B? 

Ms S.E. WALKER: Not at all; we probably had an easier trial! The second trial was a conspiracy case, and they 
are very difficult. I am saying that I was not responsible for the decision in any way; neither was my colleague 
Les Hobson. It was an enormous trial, it took a lot of effort, and it was a tragedy, really. The ore comes up on a 
spiral machine and the ore body is laid out. Mr Crimmins really had the pick of the red, pink and champagne 
diamonds.  
Argyle Diamonds is a highly successful company. It has had an environmental management program. One of the 
documents I printed from the Argyle website makes mention of the clearing of land and rehabilitation. When 
mining or other activities are complete, the areas are rehabilitated. That is what the member for Alfred Cove was 
referring to.  
I would like to know something about the sale, transfer and disposal of diamonds as mentioned on page 26, but I 
am very happy to support this bill. I agree with the member for Cottesloe; a state agreement is something that 
involves a huge amount of money. These are very complex matters. To satisfy members of Parliament who feel 
they have been cheated out of an understanding of what this is about, if the government of the day is to agree to 
something and this bill is to be made retrospective, rather than just consulting the opposition—the stakeholders 
no doubt have—the government should also bring in other members so that we can all understand what is going 
on. 
I am a great admirer of Argyle Diamonds, and by extending its operations underground, it will continue to 
provide work to Aboriginal people in the Kimberley. I wish Argyle Diamonds good luck with its new venture.  

DR S.C. THOMAS (Capel) [7.39 pm]: To be brief, most of what I was going to say has already been said. 
Rather than be repetitive, and in order to get through the Diamond (Argyle Diamond Mines Joint Venture) 
Agreement Amendment Bill 2008 as quickly as possible, I will speak for only as long as it takes paint to dry. 

As members have heard, the opposition supports this bill and is very supportive of Argyle Diamonds’ work 
going underground. The opposition is interested in one particular detail; namely, the specifics of the annual 
royalty concession and the genuine financial impact of that concession—perhaps the minister will provide that 
detail in his reply. I understand that we are not talking about a huge amount of money—perhaps in the range of 
$10 million to $14 million a year. 

Mr E.S. Ripper: Yes, I can do that. 

Dr S.C. THOMAS: I thank the Minister. That is a key point about which the opposition wishes to be sure. 
Obviously, the royalty concession is a state investment and the minister has spoken about the reward for that 
investment in his second reading speech. No doubt he will sum up the specifics of that reward and the good 
outcomes both for Argyle and the Kimberley region. However, rather than go over the detail again—everything 
has genuinely been said about this issue—perhaps the minister will provide a little detail about the fiscal cost to 
the government of this amendment. 
MR E.S. RIPPER (Belmont — Minister for State Development) [7.41 pm] — in reply: I thank members of 
the opposition for their support of the Diamond (Argyle Diamond Mines Joint Venture) Agreement Amendment 
Bill 2008 and for their agreement that this legislation should be progressed expeditiously through the Parliament. 
In response to the shadow Treasurer’s recent question—and to questions from other members—I am advised that 
the value of the concession in 2005-06 was $6.6 million; in 2006-07, $10.8 million; in financial year 2007-08 it 
is estimated to be $13.6 million; in 2008-09, $14.1 million; 2009-10, $11.2 million; 2010-11, $12.4 million; and 
in 2011-12, the value of the concession is estimated to be $14.3 million.  
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The government decided to support the Argyle diamond mining project going underground with this royalty 
concession, partly because it is such an important project in the economy of the east Kimberley. The east 
Kimberley is a sparsely populated region. Half of the population are Indigenous people and the indicators of 
their social and economic wellbeing are well below similar indicators for the general Australian population. The 
government wants to support economic development in the east Kimberley and it wants the Indigenous people of 
the east Kimberley to receive significant benefits from that development. We are advised that the prospect of the 
Argyle diamond mine going underground was not in any way a certainty from the company’s point of view. The 
government, through its public service advisers and contracted consultants, thoroughly scrutinised the argument 
put forward by the company. In the end we concluded that it was desirable for the government to provide the 
royalty concession support to ensure, if at all possible, that the project would proceed to an underground mining 
phase and that consequently the mine life would be significantly extended and, as a consequence, there would be 
that continuing support to the east Kimberly economy.  

The government was heartened in its approach by the Indigenous employment policies adopted by the Argyle 
company. The Deputy Leader of the Opposition described at some length his appreciation of the company’s 
approach. As the minister responsible for native title, I regard the Argyle participation agreement as a landmark 
agreement in this country. I regard that agreement as having a strong element of leadership for the rest of the 
resources sector and, indeed, for employers outside the resources sector, including employers in the public 
sector.  

Dr S.C. Thomas: And we agree with that. 

Mr E.S. RIPPER: It is good to see that there is bipartisan support for that.  

The member for Alfred Cove asked about the number of Indigenous employees at Argyle since 2001. I am not 
able to provide those figures, but I can say that, currently, approximately 180 of the 750-strong Argyle 
workforce are Indigenous persons. The member for Alfred Cove asked why the Indigenous employment matters 
had not been included in the state agreement. The relationship between Argyle and the traditional owners of the 
land is covered in the Argyle participation agreement, which is a formal agreement registered as an Indigenous 
land use agreement; thus a formal agreement covers the totality of the relationship between Argyle and the 
traditional owners.  

Dr J.M. Woollard: Does that include the percentage of people in Argyle mining? 

Mr E.S. RIPPER: Although I do not have the agreement in front of me, I am advised that percentage targets are 
not part of the agreement; however, the question of Indigenous participation in employment is covered in the 
agreement. The significant issue of reputation must be recognised in this well-known agreement. Both Argyle’s 
and Rio Tinto’s approach to Indigenous employment are well known. The Argyle company’s reputation has 
benefited from the approach it has taken towards this issue. I do not think the company, being careful about its 
reputation, will want to compromise the very positive views of its performance in the area of Indigenous 
employment. I do not expect that Rio or Argyle will in any way renege on the Indigenous participation 
agreements that they have reached or on their approaches to these issues. It is not just about employment. 
Approximately 14 Indigenous businesses have been started using funds provided under the Argyle participation 
agreement. Some of these businesses directly involve the Argyle mine; for example, the provision of local seeds 
for rehabilitation work, of catering services and of laundry and linen services. Local Indigenous people now have 
a real financial interest in this project going ahead because without it the profits and funds transfer will not be 
provided for under the Indigenous land use agreement.  

The member for Alfred Cove also asked about the royalties that have been paid each year since 2001 and how 
much was profit royalty. According to industry figures, since 2001 diamond royalties have fallen from 
approximately $45 million to about $20 million in 2007. No profit royalty component has been received for the 
past four years. The profit component is received only when the project is very profitable.  

Dr J.M. Woollard: So you are saying then that for 2004-05 it would be based on the 7.5 per cent agreement 
under the original terms and for 2005-06 it would be based on the six per cent profit under this agreement? 

Mr E.S. RIPPER: In effect, once this agreement goes through and everything is reconciled, the new royalty rate 
will apply from the beginning of 2006. I have already read out the approximate value of the royalty concession.  

Dr J.M. Woollard: It was 7.5 per cent under the original agreement, and under the new agreement it will go to 
six per cent. 

Mr E.S. RIPPER: I think the member’s figure is wrong. I am just checking.  

Dr J.M. Woollard: I do not have a copy of it, but I know the percentage decreases from 7.5 per cent to six per 
cent or five per cent under the new agreement. 
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Mr E.S. RIPPER: It is five per cent. 

Dr J.M. Woollard: I knew there was a reduction. 

Mr E.S. RIPPER: Yes. I was looking to see that I could answer the other questions. The member for Cottesloe 
asked why was Rio Tinto Diamonds Ltd included in the agreement. The answer is that RTDL will now purchase 
Argyle rough diamonds from the Argyle joint venturers. RTDL’s records and marketing arrangements need to be 
audited to ensure that correct royalties are received. The advice to the government was that the best way to 
achieve the appropriate supervision of the sorting and marketing arrangements was to include RTDL as a party 
to the agreement.  

Mr C.J. Barnett: Does that mean you will need to go to Antwerp? 

Mr E.S. RIPPER: Officers of the Department of Industry and Resources have been to Antwerp. So far there has 
been no specific requirement for the Minister for State Development to go to Antwerp, but I will ask my advisers 
to develop a rationale for such an inspection! I think it would be dangerous for me to go near anyone selling 
diamonds lest I come under undue pressure to become a customer.  

Mr C.J. Barnett: A nose stud would suit you! 

Mr E.S. RIPPER: I cannot possibly deal with that interjection! The member for Cottesloe asked what 
processing obligations will Argyle be released from. Argyle will no longer be required to sort and value rough 
diamonds in Western Australia. This will now be done by RTDL in Antwerp. RTDL is the Rio Tinto company 
set up specifically to market rough diamonds from Rio’s Canadian, Western Australian and Zimbabwean 
diamond mines and any others that might be developed. Argyle will sell unsorted, rough diamonds to RTDL. 
That is part of the reason for the need to include RTDL as a party to the agreement. Argyle will continue to be 
obliged to cut and polish high-quality pink diamonds, expected to result in a finished polished weight of at least 
0.25 carats, in Perth or elsewhere in Western Australia with the minister’s approval. Argyle also has committed 
and is obliged to provide greater cleaning and sizing of rough diamonds at the mine site into at least 10 sized 
categories.  

Mr C.J. Barnett: I do not know this, but there is a basic level of sorting that happens at the mine, as I recall, so 
that will continue. 

Mr E.S. RIPPER: That will continue. Although we might seek some advice from the officers during 
consideration in detail, my reading of the advice is that Argyle will have to do a bit more of that and it must 
continue to cut and polish the high-quality pinks in Perth or Western Australia. 

Mr C.J. Barnett: You may not know the answer but your advisers might. Where do the champagne or brown 
coloured diamonds fit into this? 

Mr E.S. RIPPER: I do not know that level of detail, but if my advisers do not know now, they will know by the 
time we get to consideration in detail. 

The member for Cottesloe also asked why did it take so long for the variation agreement to get to Parliament. 
Argyle was still developing its revised marketing arrangements during 2006. These evolved over time, and the 
variation agreement concepts and wording needed careful consideration by the State Solicitor’s Office at all 
stages in the negotiation. The involvement of RTDL was an issue that was of concern to the state and the State 
Solicitor’s Office. The Department of Industry and Resources needed to very clearly understand the processes 
that would enable it to audit and inspect both Argyle’s and RTDL’s books and premises. There were obviously 
some protracted negotiations between Argyle and the state on those particular issues. There were some delays 
occasioned by the departure of key DOIR staff with a history and knowledge of the detailed issues, which is part 
of the general set of issues that confront the Department of Industry and Resources with a booming resources 
sector, very low rates of employment and high value being placed on the skill of DOIR officers by other 
potential employers. Those sorts of issues did delay the bringing into operation of the decisions that were made 
in principle at the end of 2005. I think that I have covered the various questions. 

Dr J.M. Woollard: Will you be responding to the environmental concerns? I assume that an assessment has 
been made of this by the Environmental Protection Authority. Did it make any recommendations? 

Mr E.S. RIPPER: Of course, the project is covered by the environmental laws of the state.  

Dr J.M. Woollard: Does the agreement that has been reached adhere to any recommendations that have been 
made by the EPA on the closure of the open mine and the final closure of the underground mine? 

Mr E.S. RIPPER: The project is covered by the environmental laws of the state, so we do not have to have a 
separate regime. Anyway, we can deal with the question of the proposed rehabilitation of the mine during the 
consideration in detail stage. 
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Dr J.M. Woollard: The laws of the state do not deal with the final result of the closure of the open and 
underground mines. That has not been addressed. 

Mr E.S. RIPPER: I do not have that advice at my fingertips, but it will be available during consideration in 
detail. Are there any other issues that have not been covered? 

Ms S.E. Walker: Yes. First, what about the open-cut mine? Will it all be environmentally rehabilitated? 

Mr E.S. RIPPER: We will deal with that during consideration in detail.  

Ms S.E. Walker: You cannot say yes, then. 

Mr E.S. RIPPER: I will deal with it during consideration in detail when I have some advisers. The Department 
of Industry and Resources and also the EPA deal with a whole set of mine rehabilitation issues. I would rather 
have the advice available to me before I launch into that, because it has not been a major issue that has come 
before me on the question of whether we agree to this or that aspect of the variation agreement. I think that has 
been covered in previous discussions. 

Ms S.E. Walker: The other issue that you did not address for me is how you are going to determine your royalty 
payments when you do not have a regime in place determining what stones are to be taken out of the country to 
be cut. 

Mr E.S. RIPPER: A regime has been established. We will go into that during consideration in detail. 

Ms S.E. Walker: Has it been established since the briefing yesterday, because there was not one then? 

Mr E.S. RIPPER: It is interesting that the member for Nedlands should say that. Perhaps it goes to definitions 
of a regime. I have certainly been advised that processes have been put in place whereby DOIR can assure itself 
that the appropriate royalties are collected. It may not be the type of regime the member is referring to, but I call 
it a regime. We will discuss it during consideration in detail. We are getting into issues that are best handled 
when advisers are present to go into that detail.  

I want to conclude by saying that this is a very important project for the east Kimberley region. The government 
has played a part in encouraging the company to take the mine underground. We are very appreciative of the 
work that the company has done in negotiating with the traditional owners and in securing a comparatively very 
high level of local and Indigenous employment. We regard our royalty concession as in some way supporting the 
Argyle participation agreement and its flow of funds to traditional owners and the employment and business 
opportunities that have consequently resulted. I commend the bill to the house. 
Question put and passed. 
Bill read a second time. 

Consideration in Detail 
Clause 1: Short title — 
Dr J.M. WOOLLARD: I omitted in my contribution to the second reading debate to thank the minister and his 
advisers for the briefing that they gave me. I just wanted to put that on record. Although it was late and they did 
not have an opportunity to give us all the answers, it was nonetheless a very good briefing. 
Mr E.S. Ripper: I appreciate that. 
Clause put and passed. 
Clauses 2 to 5 put and passed. 
Clause 6: Schedule 5 inserted —  
Ms S.E. WALKER: Page 5 of the bill refers to the recitals of the ratified variation agreement. The recitals I am 
interested in are A, B and C. Recital B states — 

The Company proposes to continue its mining operations under the Principal Agreement by undertaking 
underground mining operations. The State for the purpose of supporting a continuation of the 
Company’s mining operations under the Principal Agreement and employment opportunities generally 
in the Kimberley region of Western Australia has agreed to grant to the Company certain royalty and 
other concessions. 

Recital C states — 
The Company and RTDL propose that RTDL be permitted to undertake the sorting and marketing of 
diamonds produced from the areas the subject of the Principal Agreement. The State has agreed to 
permit RTDL to do so on certain terms and conditions including RTDL becoming a party to the 
Principal Agreement. 
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We have Argyle Diamonds Ltd and Rio Tinto Ltd and now we have Rio Tinto Diamonds Ltd, which will now 
undertake the sorting and marketing of diamonds. At the moment, that processing is done in Western Australia. I 
do not know what the process is like, but the state must be able to oversee the quality and quantity of diamonds 
that are mined at the Argyle mining site. As I recall—the member for Cottesloe disagrees with me on this—
about 95 per cent of the diamonds that are produced at the Argyle diamond mine are industrial diamonds and 
only a very small percentage of high-quality diamonds are produced at the mine; that is, champagne, pink and, 
very rarely, red diamonds. I do not know when the company last produced a red diamond. I am not saying that it 
has not produced one; we just do not hear much about it these days. 
Dr E. Constable interjected. 
Ms S.E. WALKER: No. 
That processing will be bypassed in this state and will be shifted to Antwerp. How is the government going to 
work out the royalty that is to be paid to the state? When I asked that question during the briefing, nobody 
seemed to know the answer. I would like to thank the minister’s advisers for the briefing. They were fantastic. 
However, I did ask that question. As outlined on page 6 of the bill, before the diamonds are sorted, there must be 
a primary cleaning and sizing, which means the removal of all non-diamond material from the surface of rough 
diamonds by chemical means and their classification after such cleaning into size categories. People will not be 
able to tell the difference between an Argyle diamond and other diamonds once they are in Antwerp. Perhaps the 
minister can fill us in on this. 

Mr E.S. RIPPER: I think the member was asking about royalty arrangements and auditing arrangements. 

Ms S.E. Walker: No, I am not talking about royalties. How are you going to work out the quality and quantity 
of diamonds produced in order to calculate the royalty if the removal of dirt and chemical cleaning are to be 
done overseas? What is the process? 

Mr E.S. RIPPER: Under the current arrangement, diamonds are sorted in Perth to 220 sizes. They are valued by 
Argyle and shipped to Antwerp. The rough diamonds are sold in Antwerp and the royalty is calculated on the 
sales values obtained in Antwerp. The Department of Industry and Resources does two audits: it audits the value 
of goods leaving Perth and it audits the value of goods sold in Antwerp. 

Ms S.E. Walker: At what point does it do that? 

Mr E.S. RIPPER: It is basically an accounting exercise. 

Ms S.E. Walker: No, it’s not. If you look at the way it is processed, you’ll find that it’s not. The dirt comes up 
from the ground and the diamonds are contained in the dirt. The rough diamonds with the material on them are 
taken out and acid cleaned. That is how it used to be done. 

Mr E.S. RIPPER: I am advised that we look at the accounts to determine the value of the sold diamonds and 
then calculate the royalties appropriately. Under the revised arrangement, diamonds will be sorted in Western 
Australia to 13 sizes, and the agreement provides for at least 10 sizes. These rough diamonds will be valued by 
Argyle and shipped to Antwerp. The rough diamonds will be sorted further to more than 220 sizes and valued 
and sold in Antwerp. The royalties will be calculated on sales values obtained in Antwerp. I say once again that 
DOIR will audit the value of goods leaving Perth and the value of goods sold in Antwerp. This is about 
analysing the accounts. 

Ms S.E. Walker: It does not make sense, minister. The minister is asking me to believe that once the diamonds 
are sold in Antwerp DOIR looks at a set of accounts to work out the royalties.  

Mr E.S. RIPPER: That is what happens. 

Ms S.E. Walker: How does DOIR know how many diamonds have left Argyle and been processed? How does 
it do the audit? There must be another process. I cannot believe that the minister would let all that material go 
out of the country — 
Mr E.S. RIPPER: No. DOIR audits the value of goods leaving Perth.  

Dr J.M. WOOLLARD: I think the member for Nedlands is implying that this is really a good-faith agreement 
between the government and Rio Tinto. 

Mr E.S. RIPPER: I would not agree that this is simply a good-faith agreement.  

Ms S.E. Walker: But it would not be good business for the state, would it? I am not suggesting anything 
untoward on the part of Argyle, but surely — 
Mr E.S. RIPPER: Well, if the member wants to make a speech, I will listen to her arguments and take some 
further advice.  
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Ms S.E. WALKER: The minister seems to be shifting ground a bit. The minister is now saying that the 
diamonds are weighed at some time before they leave Perth so that DOIR has some idea of what weight of 
diamonds is going out of the country. Those diamonds are rough; they still have to be cut and polished. When 
those diamonds have been taken to Antwerp and have been cut and polished, and again when they have been 
sold, that is when the royalty is calculated. What I am asking is: how does DOIR know how many diamonds are 
leaving Western Australia?  

Mr E.S. RIPPER: The situation is as I said earlier. The Department of Industry and Resources audits the 
records in Perth and the records in Antwerp. It does not physically examine the diamonds. It audits the records. 

Ms S.E. WALKER: It is not as the minister said earlier. The minister did not actually say that. The minister said 
that DOIR looks at the accounts. If DOIR is just looking at the monetary figures, how can it possibly know how 
many diamonds are leaving Western Australia? 

Mr E.S. Ripper: Well, with respect, with regard to the calculation of the royalties, DOIR looks at the value of 
the diamonds sold. To take it one step further and deal with the matter that the member has asked questions 
about, DOIR audits the records to reconcile those records with the value of the diamonds sold.  

Ms S.E. WALKER: Is the cleaning done at the mine site or in Perth? 

Mr E.S. Ripper: That is done at the mine site.  

Ms S.E. WALKER: So the diamonds are cleaned at the mine site, and they are then brought to Perth to be 
weighed and categorised?  

Mr E.S. Ripper: I am advised that the sizing will be done at the mine to those at least 10 sizes, but in actual fact 
13.  

Ms S.E. WALKER: So they are the records that DOIR audits? 

Mr E.S. Ripper: Yes. 

Ms S.E. WALKER: When the diamonds leave the mine, are they shipped direct to Antwerp or do they do a pit 
stop at the Argyle Diamonds office in West Perth? 

Mr E.S. Ripper: Currently they come to Perth. In future they might go direct to Antwerp.  

Ms S.E. WALKER: What happens to the diamonds when they come to Perth now—anything? 

Mr E.S. Ripper: I think one of the issues is whether we are talking about the old arrangement or the new 
arrangement. My understanding is that under the old arrangement, the sizing was done in Perth. Under the new 
arrangement, the sizing will be done at the mine.  

Ms S.E. WALKER: Just to clarify that, under the old arrangement, the audit was done in Perth, after the 
diamonds had been sized. 

Mr E.S. Ripper: In Perth, and in Antwerp.  

Ms S.E. WALKER: Let us forget Antwerp for the moment. Let us just stick with local. 

Mr E.S. Ripper: We cannot do that, because audits are done in both places. 

Ms S.E. WALKER: I know, but I am looking at it logically. I am trying to find out what happens. Under the old 
arrangement, the audit was done in Perth. Under the new arrangement, that same audit will be done at the mine.  

Mr E.S. Ripper: It is an audit of records.  

Ms S.E. WALKER: I know. 

Mr E.S. Ripper: It may be done in Perth, or it may be done at the mine. 

Ms S.E. WALKER: Okay. So no set system is in place. The minister does not have any idea, basically.  

Dr J.M. WOOLLARD: Some of the answers to the question that the member for Nedlands has asked can be 
found in clause 4 of the schedule, in proposed variations 8(d)(iii)(ii) and 9(e)(i). However, as the minister is 
talking to his advisers, I will leave it with him.  

Ms S.E. WALKER: Can the minister explain how the royalty agreement will be changed? 

Mr E.S. RIPPER: I have been getting advice on an earlier question. That earlier question was whether the 
records are audited at the mine site or in Perth. The current practice has been to audit the records in Perth. My 
officers are of the view that there is a possibility that some of the records will be held in the east Kimberley. The 
view of the Department of Industry and Resources is that the records should be made available in Perth. 
However, there is a possibility, at least in theory, that part of the audit of the records in Western Australia may 
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occur at the mine site. It is the preference of the Department of Industry and Resources that the audit of the 
records be done in Perth. I am advised also—and although I have been reminded of this tonight by my advisers, 
it is advice that I have received previously—that these matters have been examined by the Auditor General, and 
the Auditor General has accepted these arrangements as appropriate from the state’s point of view. 

Dr J.M. WOOLLARD: Page 11 of this bill states in proposed variation (8)(d)(iii)(ii) — 

. . . in respect of the sale, transfer or disposal . . .  

Proposed variation (9)(e)(i) will be the only reference to a sales value. Again, it really is a case of the 
government ensuring that the books are kept well. The books may come from any other country, as it will not 
just be Antwerp. It reads — 

. . . sorted rough diamonds by RTDL . . . or disposed of to it by the Joint Venturers . . .  

It looks like the sale could occur at any point. I think the minister would agree that the record keeping required 
under this amendment bill will be far more complicated than the case under the current state agreement because 
of the allowances being given to Rio Tinto under the new agreement. 

Mr E.S. RIPPER: There is almost an implicit thread running through the argument of the member for Alfred 
Cove and the member for Nedlands that there is a possibility of fraud here. 

Dr J.M. Woollard: I actually said that the bookkeeping will be far more complicated under this new agreement 
to ensure that the benefits come back to WA than they are under the current state agreement.  

Mr E.S. RIPPER: Given the proposal by Argyle that the diamonds be sorted by Rio Tinto Diamonds Limited 
and sold in Antwerp, it has been the case that it has been necessary for the state to consider the best 
arrangements to provide protection of the state’s royalty collection position. That has been achieved through the 
joining of RTDL to the state agreement, meaning that RTDL has obligations under the state agreement. It has 
also been achieved by the auditing procedures that the Department of Industry and Resources has put in place. 

We must bear in mind that we are dealing with a major company here that has reporting obligations to all sorts of 
accountability organisations other than the government of Western Australia. That company would no doubt be 
in difficulty with those other accountability agencies if there were problems with its paperwork or its accounting 
and computer records in relation to its payment of royalties to the government of Western Australia. 

Ms S.E. WALKER: I want to correct the record. The minister says that I am impugning fraud against Argyle 
Diamonds, but he cannot answer questions. 

Mr E.S. Ripper: I can answer questions, and I have answered them. Identify the questions that I have not 
answered!  

Ms S.E. WALKER: No. The minister should not say that he cannot answer questions because he is 
incompetent, and justify it by saying that Argyle Diamonds is fraudulent — 

Mr E.S. Ripper: Identify any question that I have not answered! 

Ms S.E. WALKER: Yes, I will. The minister has taken about 15 minutes to tell us about the auditing process 
for Argyle. I thought he would have had that information at his fingertips, and he has not. He eventually came up 
with some sort of response, and the response is an insult, as usual. There has never been any suggestion by me, 
and I do not think by the member for Alfred Cove, that we thought Argyle Diamonds was being fraudulent in 
any way at all. All we are trying to get past is that big buffer of incompetence when we ask the minister a 
question. That is what it was about. We are entitled to ask about the affairs of the state and get to know about the 
affairs of the state. In this case we are asking how the royalties are calculated and what the system is. We are 
entitled to know that. The people that put us in Parliament would like us to ask those questions and they expect 
us to get an answer that we are satisfied with. From the minister’s last response, I am satisfied.  

Dr J.M. WOOLLARD: I have to respond to the minister’s comments because there was no mention of fraud 
from this side of the house. The only one who was discussing fraud was the minister. He brought up the issue of 
fraud when he was being questioned on the government’s accountability to the community in terms of the funds 
that will be raised from the sale of these diamonds, which are a state asset. Anyone in this Parliament has a right 
to question the government in terms of the sums of money that will be raised by way of royalties and the possible 
failure of getting a good deal in making this state agreement to ensure that adequate royalties come back to this 
state. It was totally inappropriate of the minister to suggest that there would be some issue of fraud. It certainly 
did not come from this side. Whether the minister is thinking about this, of course, is another matter, but we on 
this side of the house were asking questions going to accountability of the government and the sale of a 
community asset.  
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Mr E.S. RIPPER: I am really pleased to have the declarations from the member for Nedlands and the member 
for Alfred Cove. At least we have put that matter to rest, but I was asked —  

Ms S.E. Walker: The minister is incompetent!  

Mr E.S. RIPPER: I completely reject that, member for Nedlands. It is easy to say that, but she should present a 
better argument than she has — 
Ms S.E. Walker: It is easier than saying “fraud”! 
Mr E.S. RIPPER: The member for Nedlands should present a better argument than she has if she is going to 
demonstrate that point.  
Ms S.E. Walker: You are a fraud masquerading as a minister!  
Mr E.S. RIPPER: Madam Deputy Speaker, I would usually take a point of order on an assertion like that, but I 
do not think I will overly concern myself. 

The issue has been regarding how we assess the royalties. The royalties are assessed as a percentage of the value 
of diamonds sold. The royalty will be five per cent of the sale value of the rough diamonds—that is, before the 
cutting and polishing of the diamonds. How does the state assure itself that the right royalty has been paid? It is 
by auditing the records in Western Australia and by auditing the records in Antwerp. Is there a concern that the 
state’s auditing procedures are not adequate? The Auditor General has looked at the issue and says no. So far as I 
can see, that is the end of the argument.  

I have had to deal with some implicit assumptions by members that have really gone to whether there is a 
physical inspection of the diamonds and so on, although that has not been said explicitly.  
Ms S.E. Walker: The minister is really making things up now!  
Mr E.S. RIPPER: Member, I am trying to —  
Ms S.E. Walker: The minister does it well!  
The DEPUTY SPEAKER: Order, member for Nedlands!  
Mr E.S. RIPPER: I am trying to understand why the line of argument has gone as —  
Ms S.E. Walker: It is a line of questioning, and we are entitled to ask.  

Mr E.S. RIPPER: I am trying to understand why the line of argument has gone as it has. I have tried to 
understand what the members are getting at. They objected when I used the “fraud” word, and now they object 
when I suggest that perhaps they are concerned because they have a paradigm in their minds of physical 
inspection of diamonds. I will give up trying to determine the motivation behind the line of argument from the 
Independent members. I have answered the questions, and I think the Auditor General has answered the 
questions as well. 

Dr J.M. WOOLLARD: During the second reading stage I asked the minister about the environmental aspects 
of this variation, whether in fact the new agreement had gone to the Environmental Protection Authority and 
whether there were any conditions placed upon underground mining from the EPA. At that stage the minister 
suggested it would be more appropriate to answer such questions when he had his advisers with him. Therefore, 
I am wondering whether the Environmental Protection Authority has assessed the closure and put any conditions 
of closure on the old mines and the above-ground mines. Although it may not be in the state agreement—it may 
be in state laws—what onus will there be on Argyle Diamonds and Rio Tinto to rehabilitate the area concerned 
when the underground mine comes to the end of its life? 

Mr E.S. RIPPER: The variation agreement does not go to any environmental matters, but clause 11 of the main 
agreement is titled “Protection and management of the environment”, and it begins — 

The Joint Venturers shall . . . carry out a continuous programme of investigation and research including 
monitoring and the study of sample areas to ascertain the effectiveness of the measures they are taking 
pursuant to such approved proposals for rehabilitation and the protection and management of the 
environment. 

Therefore, there are a series of specific obligations. However, the most important thing is clause 44, which 
states — 

Nothing in this Agreement shall be construed to exempt the Joint Venturers from compliance with any 
requirement in connection with the protection of the environment arising out of or incidental to their 
activities hereunder that may be made by the State or by any State agency or instrumentality or any 
local or other authority or statutory body of the State pursuant to any Act from time to time in force. 
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The project is subject to the Environmental Protection Act, and the underground proposal would have been 
considered under environmental laws of this state. The agreement itself is not the sort of document or proposal 
that is considered under the environmental laws, but the actual physical project has to be considered under the 
environmental laws. 
Dr J.M. Woollard: In that case, my understanding is that should this Parliament, this year or next year, enact 
new legislation that affects mine sites and say what mining companies need to do to rehabilitate mine sites, that 
agreement would then be effective. It is not just former state environmental-type agreements; it is any new 
legislation. Is that right, minister? 

Mr E.S. RIPPER: Although I am not a lawyer, that would be my understanding of the impact of clause 44. If 
there are general laws governing environmental matters, then the project is subject to those general laws. It 
would probably not be the case that the Parliament would institute in the environmental legislation new mine 
rehabilitation requirements, but it is possible that the Environmental Protection Authority would have an 
environmental policy or adopt a new approach in considering mine proposals; and, if it did adopt a new approach 
in considering mine proposals or new proposals, including the proposals under this agreement, that would be 
subject to that new approach. 

Ms S.E. WALKER: I am pleased that I found the proposed clause at page 23 of the bill. I am glad that 
somebody is thinking. It refers to deleting clause 30 and substituting a new clause, which is headed “Primary 
cleaning and sizing, cutting and polishing and sorting of rough diamonds”. On page 25, it states — 

If such sorting is to be undertaken outside of the said State the Joint Venturers must also comply, or 
ensure compliance, with such procedures and provide such information as the Minister for Mines may 
from time to time require to track the rough diamonds produced from the areas the subject of this 
Agreement from the mining lease through to the place or places at which sorting is being or is to be 
undertaken. 

There we are. 

Mr C.J. Barnett: A few rough diamonds in here need sorting! 

Ms S.E. WALKER: I asked the minister for this, and there it is. It is in there. The minister seemed to think that I 
was asking him something impossible. Truly; thank goodness for parliamentary counsel. That is all I can say. 

Mr E.S. Ripper: Thank goodness for lawyers, Madam Deputy Speaker. 

Ms S.E. WALKER: Thank goodness for parliamentary counsel. 

Mr E.S. Ripper: That is exactly what I’ve been talking about. 

Ms S.E. WALKER: No, it is not. The minister did not know what I was talking about. That was the point. 

Mr E.S. Ripper: That is exactly what I have been talking about. That is the audit of the records or the accounts 
that I have been talking about. 

Ms S.E. WALKER: The minister does not have a clue. 

Mr E.S. Ripper: That is the power that provides for that to happen. 

Ms S.E. WALKER: There we go. Anyway, I will point the minister in the right direction if he ever needs to 
know, if he gets a bit worried about it. 

Mr E.S. Ripper: I hope there’s no invoice for that advice. 

Ms S.E. WALKER: The reason I am standing is that I understand the minister has squirrelled away a little 
account with about $22 million in it. That is royalties or possible royalties. I am just wondering what happened 
to that $22 million. Is it the offset royalties? I am just wondering what the minister has done with it. 

Mr E.S. RIPPER: The offset clause disappears as part of this variation agreement, and that $22 million is the 
property of the state. 

Ms S.E. WALKER: I have one last question. Does the state have $22 million at the moment? 

Mr E.S. Ripper: Yes, we do. 

Ms S.E. WALKER: What account is that in? 

Mr E.S. Ripper: The consolidated fund. 

Ms S.E. WALKER: Will the state be keeping the $22 million? 

Mr E.S. Ripper: That’s right. 
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Ms S.E. WALKER: What will the state use it for? 

Mr E.S. Ripper: Schools, hospitals, law and order, environmental protection, disability services and child 
protection. 

Mr C.J. BARNETT: Most of the issues I raised in the second reading debate have been addressed, although I 
am not entirely satisfied. I refer to proposed clause 3(2) of the schedule, on page 6 of the bill, relating to the 
timing of the legislation. Although it specifically refers to this legislation being passed by 31 December 2008, 
the opposition is happy to accommodate its being passed by 30 June. However, given that the agreement was 
reached in principle back in December 2005, it was a full two and a quarter years before the final agreement was 
drafted and introduced. I do not think the explanation that the department has lost a few officers—it has, and 
some good ones—quite covers that time lapse, and I welcome some explanation. Were there matters that were 
difficult to resolve, or was it simply that this bill was put to one side while other work was done? Although the 
Liberal Party agrees with the legislation, I think it is a bit unnecessary that this is being put through the 
Parliament so quickly, given the two-and-a-quarter-years gestation period. 

Mr E.S. RIPPER: I provided an indication of some of the issues that consumed some of the time. For example, 
I indicated to the house that Argyle Diamonds was still developing its revised marketing arrangements during 
2006, and they evolved over that time. From the state’s point of view, the variation agreement’s concepts and 
wording needed careful consideration, including by the State Solicitor’s Office. Although the in-principle 
agreements were reached, there were many sub-issues that had to be worked out and that took some time. One 
issue that took time to resolve was the position of Rio Tinto Diamonds Ltd and how it should be engaged with 
the agreement. 

Mr C.J. Barnett: I would have thought once Argyle Diamonds started its underground project that at that stage, 
surely, those matters were resolved. 

Mr E.S. RIPPER: I am advised that the final wording of the agreement was still being negotiated until about a 
month before it was finally executed. Obviously, it would have been better for all concerned if the agreement 
had been finalised closer to the time the in-principle decisions were made in late 2005. However, as indicated by 
some of the questions asked by Independent members, serious issues of public interest must be taken into 
account in these sorts of negotiations. I am sure that Rio and Argyle had their own serious issues they were 
concerned about. Therefore, in these matters I think it is fair enough to say that the devil is in the detail and it is 
important to get the detail right. 
Clause put and passed. 
Title put and passed. 
Leave granted to proceed forthwith to third reading. 

Third Reading 

MR E.S. RIPPER (Belmont — Minister for State Development) [8.41 pm]: I move — 

That the bill be now read a third time. 

MR C.J. BARNETT (Cottesloe) [8.41 pm]: I will not say much more, but I am pleased that the Diamond 
(Argyle Diamond Mines Joint Venture) Agreement Amendment Bill 2008 has passed this quickly. I wish Argyle 
Diamonds well with its underground project; I hope it works well.  

Is there any truth to the rumour that a parliamentary committee will go to Antwerp to inspect the polishing and 
cutting, or was that just a false hope on my part? 

Mr J.C. Kobelke: Just free samples!  

MR E.S. RIPPER (Belmont — Minister for State Development) [8.42 pm] — in reply: I thank the opposition 
for its agreement to handle this matter through the house quickly. I thank members opposite for their support of 
the legislation. I am sorry to disappoint the member for Cottesloe but I have serious doubts about whether the 
Speaker will approve of a parliamentary committee visiting Antwerp to investigate the auditing processes. 

Question put and passed. 

Bill read a third time and transmitted to the Council. 
 


