
Extract from Hansard 
[ASSEMBLY — Thursday, 26 September 2013] 

 p4715b-4715b 
Mr Mark McGowan; Mr Colin Barnett 

 [1] 

STATE FINANCES — ROYALTIES REVIEW 

576. Mr M. McGOWAN to the Premier: 
I refer to the Premier’s royalties review, which is expected to increase state revenue by $180 million per annum 
and is targeted at individual minerals in Western Australia. 
(1) Which minerals will be impacted by these changes to the royalties system?  
(2) Is gold one of the minerals the Premier is targeting? 
(3) Will the Premier rule out royalty increases on bauxite, coal and nickel, which are clearly currently 

struggling?  
Mr C.J. BARNETT replied: 
(1)–(3) The principle of royalties I think is very sound. First, some will describe royalties as a tax—indeed, that 

is the sort of mantra that comes out of the federal government. I simply make the point that a royalty is 
not a tax. It is a payment to the state that assumes ownership of a mineral. It is a selling price. It is a 
selling price that is set as an ad valorem royalty; in other words, it is 10 per cent of the value of the 
product. So it picks up increases in quantity of production and it picks up increases in price. It is 10 per 
cent of the value as the principle, and that is what we are adhering to. The application of that principle 
is that in order to actually measure value, we need a point in the production chain at which there is a 
market. With respect to iron ore, when we dig it out of the ground, if it is high-grade hematite, there is a 
market for hematite on the international market, so it is valued and we can apply a royalty; and that 
royalty, to get 10 per cent of the value of the product in the ground, works out at 7.5 per cent of the 
value of the mineral when it is loaded onto a boat, because there are costs to get it to the boat. That is 
the principle. 
If we take gold as an example, the first marketable point in the production chain of gold is gold 
bullion—little ingots. At that stage, there is a high level of not only mining but crushing and processing 
to produce it through to the 99.99 per cent or whatever the grade is. So when the gold royalty is levied, 
which is at the point at which there is a commercial price, it is well below 10 per cent—I think it works 
out at about 2.5 per cent; and so on for other minerals. 
What this royalty review is doing is looking at the whole structure of royalties to ensure that the actual 
royalty levied at a point in production at which there is a price reflects the principle of 10 per cent of the 
value of the mineral in the ground or at the wellhead or mine head. That is what is happening. I cannot 
tell the member what the final result will be, because the review has not been undertaken. But I would 
expect that there will be some adjustment in royalties. There is a general view that perhaps the royalty 
as it is applied on gold may be a little light on. I do not know that; that will be a result of the review. 
But there is no intent to change, and this government is not changing, the royalty rates. The review will 
make sure that the rate truly reflects 10 per cent of the value in the ground. That is entirely appropriate. 
Why should we sell our minerals for below their true value? 
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