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IRON ORE PROCESSING (MINERALOGY PTY. LTD.) AGREEMENT AMENDMENT BILL 2008 
Introduction and First Reading 

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

Second Reading 
HON NORMAN MOORE (Mining and Pastoral — Minister for Mines and Petroleum) [5.39 pm]: I 
move — 

That the bill be now read a second time. 
The purpose of this bill is to ratify a variation agreement to vary the state agreement ratified by the Iron Ore 
Processing (Mineralogy Pty Ltd) Agreement Act 2002. The variation agreement was made on 14 November 
2008 between the parties to the state agreement, namely: the state of the first part; Mineralogy Pty Ltd—
described in the state agreement as the company—of the second part; and Austeel Pty Ltd; Balmoral Iron Pty 
Ltd; Anshan Resources Pty Ltd—formerly Brunei Steel Pty Ltd; Korean Steel Pty Ltd; Sino Iron Pty Ltd—
formerly Bellswater Pty Ltd; and International Minerals Pty Ltd—together described in the state agreement as 
co-proponents—of the third part. 

The main purpose of the variation agreement is to vary the state agreement to allow for iron ore concentrates to 
be produced as part of a project—including as a separate project—under the state agreement for sale within 
Australia or for export to overseas purchasers. This is not currently allowed. Currently the projects contemplated 
by the state agreement require all iron ore concentrates produced as part of them—apart from a minor tonnage 
for use as heavy media in the coal washing industry—to be processed into pellets, direct reduced iron-hot 
briquetted iron, or steel. Other variations, which I will refer to later in greater detail, include amending area A, 
being the area earmarked for development under the state agreement in the short to medium term, and providing 
for the relinquishment by Mineralogy of land to the state to facilitate the future development of multi-user port 
facilities at Cape Preston outside area A. 

The state has committed to sponsoring this bill and to endeavouring to secure its passage as an act by 
31 December 2008 or such later date as may be agreed with Mineralogy and its co-proponents. To put the 
variation agreement in context, I will provide some background on the state agreement as well as the Sino Iron 
project, the first project that has now been approved under the state agreement.  

State agreement: Mineralogy holds mining tenure over the Fortescue magnetite deposit located at Cape Preston, 
which is situated approximately 80 kilometres south west of Karratha. The deposit at Fortescue is a banded iron 
formation, which contains iron ore in the form of magnetite, with extensive indicated and inferred resources in 
excess of four billion tonnes, grading from 15 per cent to 32 per cent iron. Magnetite ore can be concentrated 
through grinding and magnetic separation to produce a high grade concentrate. Area A under the state agreement 
was earmarked for development in the short to medium term while area B1 and area B2 were seen by 
Mineralogy as having long-term exploration and development potential. The state agreement was entered into by 
the state to assist in developing in Western Australia value-added projects—pellets, direct reduced iron or hot 
briquetted iron, and steel—based on that magnetite deposit. The projects contemplated by the state agreement 
are: pellets, project 1; direct reduced iron or hot briquetted iron, project 2; steel, project 3; or a combination of 
projects of the types of project 1, project 2 and/or project 3. The state agreement obliged Mineralogy, either 
alone or with a co-proponent, to develop one processing project and provides for projects to be undertaken by 
Mineralogy alone or by Mineralogy together with one or more of its co-proponents. Originally, the co-
proponents were all subsidiaries of Mineralogy. Now Sino Iron Pty Ltd and Korean Steel Pty Ltd are subsidiaries 
of CITIC Pacific Ltd, a Hong Kong listed company, while International Minerals Pty Ltd is a subsidiary of 
Australasian Resources Ltd, an Australian listed company. 

Sino Iron project: In May this year, the undertaking by Mineralogy and Sino Iron as project proponents of the 
Sino Iron project was approved under the state agreement. The Sino Iron project is a project for the production of 
six million tonnes per annum of pellets of iron ore mined from Mineralogy’s mining leases 08/24 and 08/25 
within area A and the export of those pellets through port facilities to be constructed at Cape Preston. First 
production of pellets is expected in 2010. The Sino Iron project is currently the largest planned magnetite project 
in Australia. Mineralogy and Sino Iron have advised that it will provide employment for approximately 
2 500 people during the construction phase and approximately 500 permanent jobs. In addition to the six million 
tonnes per annum of iron ore concentrates to be produced for processing into pellets, Sino Iron also wishes to 
produce, as part of the Sino Iron project, up to an additional 36 million tonnes per annum of iron ore 
concentrates for export sale. The state agreement needs to be amended to allow such production.  

The Sino Iron project discharges Mineralogy’s obligation to develop a processing project under the state 
agreement. It may but is not obliged to bring forward proposals for further processing projects. Mineralogy 
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claims that Western Australia is a high-cost location for pelletising and that the world market has changed since 
the state agreement was entered into in late 2001. The current demand in China, the market for Mineralogy’s ore, 
is for iron ore concentrates rather than for pellets. The state recognises this shift in demand and is accordingly 
prepared to allow the production, as part of projects under the state agreement, including as a separate project, of 
iron ore concentrates for sale. It is hoped that by allowing the export of iron ore concentrates and the 
development of Mineralogy’s magnetite deposit, further processing projects will be forthcoming under the state 
agreement. 

Benefits of the variation agreement: The ratification of this bill by Parliament will lead to a number of benefits 
for the state, Mineralogy and its co-proponents, which I will now briefly outline. 

Benefits for the state: Mineralogy will, as set out in clause 5 of the variation agreement, relinquish land to the 
state for the future development of separate multi-user port facilities at Cape Preston and outside area A, as to be 
defined in the state agreement. This will occur immediately upon the proposed variations to the state agreement 
becoming effective. Within three years after that, Mineralogy may be called upon to surrender the amended area 
D. In exchange, the state has agreed to amend the area of area A under the state agreement by including within it 
additional mining tenements which are held by or which may be granted to Mineralogy and provide for 
Mineralogy to be granted an easement over part of area D for pipelines and communication cables constructed 
within that area as part of the Sino Iron project. Sino Iron will be required to provide a significant community 
and social benefits package for the Sino Iron project in accordance with clause 5A of the state agreement. The 
value of this package is estimated to be $400 million over the 25-year life of the project. Mineralogy also intends 
to establish a prescribed private fund as set out in clause 5A(9) of the state agreement. The objects of that fund 
are to include the advancement of medical research and the support of Indigenous communities in Western 
Australia. During the term of the state agreement, Mineralogy is to provide the fund with a total of $100 million 
of benefits and grants to achieve those specific objects. The unimproved rating concession previously given by 
clause 25 of the state agreement will be removed. During the term of the state agreement, any railway 
constructed under the state agreement may be made subject to the provisions of the Railways (Access) Act 1998 
and the Railways (Access) Code 2000. This will be expressly acknowledged by Mineralogy in clause 22(6) of 
the state agreement. 

The state will receive increased royalties from the production of iron ore concentrates for sale. Such royalties 
will be payable at the rate prescribed from time to time under the Mining Act 1978. Currently, the state 
agreement provides royalty concessions for processing of iron ore concentrates into pellets, direct reduced iron 
or hot briquetted iron, and steel. The ability for project proponents to blend, in accordance with clause 11(7) of 
the state agreement, iron ore produced as part of a project with iron ore from outside the state agreement areas 
may result in the production and marketing of lesser grade iron ore that would not otherwise be produced. This 
would, of course, lead to the state receiving royalties on such production. 

Benefits for the company and co-proponents: The principal benefits to Mineralogy and co-proponents from the 
proposed variation agreement are that the project proponents may produce as part of a project, including as a 
separate project, iron ore concentrates for sale within Australia or for export to overseas purchasers, including, 
subject to clause 11(7), as part of a blended product. The area of area A under the state agreement will be 
expanded to include other mining tenements held by or to be granted to Mineralogy. Area A will then comprise 
an area of approximately 802 square kilometres of tenure capable of being mined for iron ore. The term of 
Mineralogy’s exploration licences comprising area B1 under the state agreement, which are seen as having long-
term exploration and development potential, will be extended from five to 10 years. 

The third party access provisions of clause 21(3) of the state agreement relating to third party access to port 
facilities constructed as part of a project under the state agreement will no longer apply to export wharves and 
associated facilities as to be defined in the state agreement. The state will, in accordance with clause 6 of the 
variation agreement and subject to certain conditions as set out in that clause, cause Mineralogy’s applications 
for general purpose leases 08/63 and 08/74, less the part to be excluded from it as part of this variation, to be 
granted by the Minister for Mines and Petroleum. 

In conclusion, this variation agreement was negotiated by the previous government and is supported by this 
government. We support the variation because it promotes the future development of the iron ore industry in the 
Pilbara and creates consequential employment opportunities in Western Australia. As members are aware, iron 
ore is one of Western Australia’s strongest commodities, with world demand for the valuable mineral projected 
to continue for many years, despite the current market turbulence. 

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

[See paper 374.] 



Extract from Hansard 
[COUNCIL - Wednesday, 26 November 2008] 

 p464b-466a 
Hon Norman Moore 

 [3] 

Debate adjourned, pursuant to standing orders. 
 


