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GOLD ROYALTIES 
450. MR S.J. PRICE to the Treasurer: 
I refer to this government’s budget, which aims to have profitable goldminers share the burden of budget repair, 
and to claims by the shadow Treasurer that this was a Treasury thought bubble. What work and analysis has been 
done on this fair measure to fix the budget; and, if this measure is blocked, who will bear the burden of budget 
repair? 
Mr B.S. WYATT replied: 
I thank the member for Forrestfield for that question. I just want to make a couple of points, which I also made in 
lesser detail last night in response to the opposition’s private members’ business. The member for Bateman posed 
the question: was the work around the proposed increase in the gold royalty rate a Treasury thought bubble? I think 
I dealt with it last night, but I want to assure all members that it certainly is not. I want to remind members how 
long it has taken for us to get here. I note that the member for Nedlands was here last night. He agreed with me 
that, ultimately, the work started some time ago, which led to the “Mineral Royalty Rate Analysis: Final Report” 
in 2015. The then Minister for Mines and Petroleum, the member for Nedlands, said in a media statement about 
that report that — 

“This is a technical, yet highly accessible study that will be a valuable resource for both industry and 
government, and I encourage feedback,” … 
… 
“The State Government notes the review’s endorsement of the ad valorem system and the 10 per cent 
benchmark of mine-head value as an appropriate gauge for royalty returns to the community,” … 

I will not go through it all, but I am probably the MP in this place who has now quoted from this document the 
most. On the effort that the former government went to to ensure that the analysis undertaken in its report was 
thorough and that it had considered all issues, the report states — 

The Review evaluated the appropriateness of the principles that underlie the royalty structure, and 
considered whether variations from the standard royalty system are appropriate. In framing its 
recommendations, the Review considered royalty rates in other jurisdictions, economic conditions in the 
industry, and the effect of proposed changes on the Government’s revenues. 

It also looked at the likely impact on goldminers. The point I made last night, and have been making, is that the 
analysis conducted by the former Liberal–National government went to great lengths to highlight the point that 
the gold industry’s costs were, on average, no higher than for any other commodity. Obviously there is a special 
case for gold, which is acknowledged in the fact that it has a significantly lower royalty rate than iron ore, which 
is often the comparison. That was not enough, in my view—we needed to ensure that the work was done. Treasury 
also analysed 34 Western Australian goldmines, which collectively account for around 95 per cent of total 
production in WA. Treasury’s analysis showed an average margin of around $440 an ounce, but as I pointed out 
last night, there is some considerable variation in there—from $200 up to $800 an ounce. As with most 
commodities, there is inevitably a fair range. Treasury has been a lot more conservative than the private sector. 
I will again quote Argonaut’s “Equity Research” paper in its special analysis of the gold sector in the lead-up to 
the Diggers and Dealers Mining Forum in August this year. I want to highlight again that Argonaut’s view was — 

… the weighted average all in sustaining cost … was $1,077/oz … 
So, according to Argonaut, on average it is making around $600 to $700 an ounce, as opposed to Treasury’s view 
of around $440 an ounce. 
Finally, because this question was put to me last night: the estimates of our gold price across the forward estimates 
are Consensus estimates. They are based on a Consensus Economics survey of 29 private forecasts. Again, 
I highlight the risks that are involved in projecting commodity prices out to 2020–21. The lowest projected decline 
is about $1 380 an ounce. That would mean that our gold royalty increase would take about $12 of that, which is 
not a significant amount. I confirm that to all here, in particular the member for Bateman, who asked a fair question. 
The work was done by his government. A lot of work went into it. Since then we have done a lot of work to ensure 
that the gold industry can certainly absorb another $20 an ounce out of nearly $1 700 an ounce, and it can without 
any shadow of a doubt. Member for Bateman, I note the arguments that are being made to me now by the gold 
sector—I went back and had a look—are identical to the arguments that were made when a royalty was first 
considered to be imposed on gold. This was always going to be the case, but does anyone in this chamber suggest 
that gold should have no royalty? Of course not. In conclusion, I note with some delight that one of the biggest 
movers on the Australian Securities Exchange yesterday was that wonderful WA goldminer, St Barbara mines. 
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