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Message from 
the Director General
The Department of Mines and Petroleum (the department) is Western Australia’s lead agency 
in attracting private investment in resource exploration. This is achieved through the provision 
of geoscientific information on mineral and energy resources and management of equitable and 
secure title systems for the mining, petroleum and geothermal industries. 

The department also carries prime responsibility for regulating these extractive industries as well 
as dangerous goods in Western Australia. The department collects resource royalties on behalf 
of the State Government and ensures that the highest level of safety, health and environmental 
standards are achieved by title holders and handlers of dangerous goods in accordance with State 
and Commonwealth legislation.
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I am proud to present the 2013-14 Annual Report for the Department of Mines and Petroleum.  
This report presents the department’s strategic context, key challenges, achievements, and 
financial performance for the 2013-14 financial year.  The report includes commentary on how we 
will continue to meet these challenges in the future and illustrates our performance against our 
long term strategies, as well as our commitment to being open and accountable to the community.  

I am pleased to report not only on our continued excellence in the delivery of key services, but also 
in those areas we have committed to improving.  This includes significant reforms in approvals, 
environmental regulation, safety regulation and building capacity across the resources sector.  

Integral to the success of these reforms has been the focus on working with our stakeholders 
across government, industry and the community.  The way we work with stakeholders is changing 
and we are listening to and understanding their needs and expectations to build a stronger and 
more accountable resources sector.  

We have embraced a more participative approach to identifying strategic risks and developing 
solutions to long term challenges.  This is evidenced in our consultative approach to the 
implementation of the Mining Rehabilitation Fund, the South West Hub project, the development 
of multiple land use principles, and development of the Western Australian Shale and Tight Gas 
Development Framework.  Each of these projects is discussed in detail in the report.  Adopting 
a risk based approach to our inspection and audit program has delivered excellent results with 
improved compliance with environmental and safety standards.  

The department takes the long term view that the economic benefit, social wellbeing and standard 
of living enjoyed by Western Australians critically depends on growth in the mining and energy 
sectors.  With Western Australia’s competitive advantage in minerals and energy, the State will 
continue to benefit from resource production into the future. 

Economic and financial cycles impact the resources sector and during the last few years overseas 
jurisdictions have been increasingly competing with Australia in attracting exploration and resource 
development investment.  Changes in exploration or production levels impact the service sector 
and wider economy.  Through economic linkages and flow on effects associated with mining and 
petroleum, any job lost or gained in resource exploration and production means more jobs are lost 
or generated in the service sector and wider economy.  This issue represents both a threat and 
an opportunity to our growing and increasingly mobile resource services sector.  A more detailed 
discussion of the economic conditions in which we operate is provided in the “Strategic Context” 
and “Economic factors impacting the sector” chapters of this report.  

During the year, the department introduced a new strategic plan, which includes strategies 
to address our key challenges, a continued focus on excellence in service delivery, and new 
stakeholder engagement principles.  We modelled our new principles in the development of the 
plan and invited our key stakeholders to directly contribute to the plan.  The department will 
continue to consult with them in implementing and executing the plan. 
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The strategic plan includes our vision to be the destination of choice for responsible resource 
development.  With that in mind, we were delighted when Western Australia was recognised as 
a global leader through the Fraser Institute Survey of Mining Companies.  This year the Institute 
ranked Western Australia as the world’s top-rated jurisdiction for investment attractiveness, 
mineral potential and certainty concerning regulation, with the Mining Rehabilitation Fund cited as 
an exemplary policy.  

Delivering excellent services remains a high priority for the department, with continued high 
volumes of applications and an increased emphasis on ensuring that operators in the sector 
deliver in accordance with the conditions and standards set for them.  To meet this challenge, the 
department has continued to implement approval, safety and environmental reforms.  Details of 
these initiatives are provided in the “Agency Performance” section of this report.  

On a personal note, I was deeply honoured to have been awarded the Patron’s Award from the 
Institute of Public Administration WA (IPAAWA) during the year in recognition of our effort in 
improving consultation and transparency in decision making, and the department’s willingness to 
implement innovative business methods and share experience and information across the resource 
and public sectors, as well as the community.   

I recognise and greatly value the expertise, commitment and drive from the department’s staff.  
They are adapting to a changing public sector environment and remain committed to ensuring the 
department delivers on commitments and achieves positive results for the State, industry and the 
community.  A recent staff survey showed very high levels of support for the department’s vision 
and direction, and dedication and satisfaction in their work.  

In looking to the future, the department is ready and equipped to make critical decisions on key 
issues and is looking forward to another year of strong support from our stakeholders.  The 
department has invested in ensuring it has the right people, approach, systems and leadership to 
enable us to respond to change and realise our vision.  The individual and collective contributions 
from our people demonstrate our unwavering commitment to ensure that Western Australia 
continues to grow, maximising the long term benefits to the Western Australian community. 

Richard Sellers  
Director General 
Department of Mines and Petroleum
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Strategic Context

In recent years, the Western Australian resources sector has consolidated its place as one of 
the world’s leading producers of minerals and petroleum, with iron ore and liquefied natural 
gas (LNG) being the State’s standout performers in terms of attracting global investment in 
capital developments and continuing record sales values.

The State’s economic success is inextricably tied to the performance of the resources sector 
and the continuing strong demand for commodities.  China has been the chief driver of 
demand for the State’s resources and maintained its place as Western Australia’s leading 
export destination since 2006.

On the back of yet another record sales value in 2013, lies one of the most challenging 
operating environments the industry has experienced.

World consumption of almost all mineral and energy commodities has been increasing.  
However substantial increases in supply have resulted in softer prices in an operating 
environment where labour and other input costs continue to rise.  At this stage in the economic 
cycle for many commodities, some higher cost producers are under particular pressure to 
remain viable in current market conditions.

This comes at a time when the value of the Australian dollar has not assisted the local industry 
by offsetting lower prices to the extent experienced in pervious downturns.  As a ‘commodity 
currency’, traditionally the Australian dollar moves in concert with commodity prices.  However, 
relative strength of the Australian economy has seen high global demand for the dollar due to 
its popularity as a ‘safe’ currency.

Maximising capital and labour productivity is now the industry’s major challenge.  High labour 
costs and relatively lower grade deposits have resulted in a decline in productivity.  The local 
industry’s competitive advantage has therefore continued to deteriorate in comparison to the 
lower cost but higher risk emerging resource producing jurisdictions in Africa, Asia and  
South America.

Indicative of this stage of the commodity cycle is the reduction in investment in exploration, 
a situation which is reflective of the current difficulty in raising equity, debt and other capital 
sources for resource development activity.  Western Australia has been impacted particularly 
hard, with exploration expenditure dropping by more than 50 per cent over the past year.

On the positive side, underlying long-term market conditions remain robust, and Western 
Australia is well-positioned to attract a new wave of investment in the resources sector.

The fundamental strengths of Western Australia’s resources sector remain the same.  The 
State has world-class mineral and petroleum resources and our proximity to the world’s 
fastest-growing markets provide a unique cost advantage.  
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Strategic Context

We also have recognised potential for significant new development opportunities and an 
internationally-recognised regulatory environment.  This provides industry with the certainty it 
requires to justify the amount invested in the State each year. 

The importance of ensuring that Western Australia remains a recognised global centre of 
excellence for the resources sector is also supported by the Government.  Advanced technology, 
services and research will be vital in ensuring effective exploration and efficient resource 
production and, therefore, the sector’s continuing success.

Meeting community expectations of the resource industry helps maximising economic and 
social returns to the community.  Heightened community interest in resource sector issues is 
emphasising the need for greater transparency of resource approval and regulation processes 
and strong engagement with communities.  We are focussed on listening more to communities to 
better understand these expectations, and repositioning our processes to sustain confidence in the 
regulation of the sector and, ultimately, to sustain the industry in the long term.
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Economic factors impacting 
the industry

In the year ending December 2013, the value of Western Australia’s resources sector reached  
a new record $113.8 billion, up from $97 billion in 2012.  The value of Western Australia’s  
mineral and petroleum sector has been trending strongly upwards since 2005 when the value  
was $38.9 billion.  This represents an annual growth rate of more than 14 per cent in the last 
eight years.

Iron ore remains the largest contributor to the State’s mineral and petroleum industry with sales 
of $68 billion.  This accounted for 60 per cent of the total value of the resources industry.  It 
represents an annual average growth rate of 25 per cent since 2005, when the industry was 
worth $12 billion. 

The petroleum industry has historically been a consistently large contributor to the value of the 
resources sector.  Since 2008, the value of petroleum produced has been between $22 billion  
and $24 billion per annum.  A further $25 billion in sales was recorded in 2013.  

At $8.7 billion, the total value of gold sales accounted for less than eight per cent of the total  
value of the resources sector.  Despite an increase in production of three per cent during 2013, 
weaker gold prices resulted in an overall seven per cent reduction in gold sales for 2013  
compared to 2012. 

COMMODITY PRICES
Persistent global economic uncertainty has resulted in most mineral commodities trading at lower 
levels compared to the peaks of 2011.  

In 2013, the price of gold fell 27 per cent and the iron ore price has been volatile.  The average 
iron ore price received by Western Australian producers across three major export markets moved 
in a range of $110 to $125 per tonne.  Aluminium and nickel also fell in 2013 with prices dropping 
15 per cent and 20 per cent respectively. Indonesia’s ban on nickel ore exports, however, has seen 
the nickel price recover in 2014.

PROJECT COSTS
Capital and operating costs in the resources sector, especially for labour, rose rapidly during the 
period 2005 to 2012 when investment in new production facilities was at its height.  This applied 
more pressure on profit margins as commodity prices have eased significantly affecting operating 
strategies of mining companies in Western Australia.  Therefore, in 2013, the resources industry 
was the focused on cost cutting, resulting in expansion delays, mine sales and closures.  
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EXCHANGE RATES
Some relief from weaker commodity prices in 2013 came from the fall in the Australian dollar.  In 
May 2013, the dollar fell below US$1 for the first time since June 2012 and continued downwards 
to reach a low of 89 US cents by December.  In the first half of 2014, the dollar ranged between 
87 and 94 US cents.

EXPORT MARKETS
Mineral and petroleum exports contributed 91 per cent of Western Australia’s total merchandise 
exports in 2013.  From a national perspective, the Western Australia’s minerals and petroleum 
sector accounted for 43 per cent of total merchandise exports of $262 billion.  

China was again Western Australia’s leading export market in 2013, accounting for 54 per cent 
of the State’s total merchandise exports.  Japan was Western Australia’s second largest export 
market (19 per cent), followed by South Korea (seven per cent).

EXPLORATION EXPENDITURE
Lower commodity prices have led to a decrease in exploration expenditure in Western Australia.  
Mineral exploration has declined to a level below the immediate aftermath of the Global Financial 
Crisis of 2007-08.  

In the March quarter 2014, Western Australian mineral exploration expenditure was $206 million.  
This represented a decline of 52 per cent from the March quarter 2013 ($434 million).  

By comparison, mineral exploration for Australia as a whole during the March quarter 2014 
declined by 41 per cent relative to the March quarter 2013.  

Petroleum exploration expenditure in Western Australia (which includes adjacent offshore 
Commonwealth waters) fared better, virtually unchanged from $677 million in the December 
quarter 2013 to $678 million in the 2014 March quarter.  For the March quarter 2014, the State’s 
share of national petroleum expenditure stood at 67 per cent. 

Significant Factors Impacting 
the Agency
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The size, scale and significance of the resources sector to Western Australia gives rise to a 
number of key issues and trends that impact on the department’s journey towards its vision.  
The key challenges identified through our strategic planning process include: 

•	 Retaining our competitive advantage that attracts investment expenditure in Western 
Australia; 

•	 Increasing confidence in our regulation of the sector; 

•	 Identifying opportunities for discovery of resources in under-explored areas; 

•	 Gaining understanding and acceptance of the opportunities arising from new discoveries, 
new technology and emerging industries; and 

•	 Building a culture that manages risk inherent in the resource sector, the community and 
internally. 

Our strategies to address these challenges take into account the following issues impacting our 
service delivery: 

•	 Improving industry safety 

•	 Managing competing land use 

•	 Managing multiple jurisdiction regulation 

•	 Reforming environmental regulation program 

•	 Reviewing royalty rates; and 

•	 Increasing community involvement. 

MINES SAFETY
In April 2014, the department released a report titled Fatal accidents in the Western Australian 
mining industry 2000-2012.  It contains several important lessons to improve safety performance 
within the industry.  

The scale of the State’s mining industry presents a challenge to the agency in ensuring that the 
highest safety standards are adhered to while also maintaining a commitment to streamlining the 
operating environment for industry.  

The department’s response to this challenge is provided on page 34. 

Key issues impacting 
the agency
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Key issues impacting 
the agency

MULTIPLE LAND USE FRAMEWORK
Clear and efficient regulatory processes are fundamentally important to the successful 
management of land access by competing interests including mining, energy, agriculture and  
other significant land users.  This is especially relevant in areas of high biodiversity value.  

The Multiple Land Use Framework embraces the principle of land use for a variety of purposes at 
any one time (multiple) or land use changing from one purpose to another over a period of time 
(sequential). It does not change existing land rights assigned under Crown Land, freehold, native 
title and pastoral leases but it changes the way in which rights and obligations related to land 
tenure are imposed on users by the Government.  

The department is  working with other government agencies to address land access issues  
by  focusing on developing a world-class multiple land use framework which will ensure that 
coexistence rather than exclusion is a fundamental driver in land use policy. 

MULTIPLE JURISDICTION REGULATION
Commonwealth-State relations continue to be prominent in resource project approval processes.  
With the change of government at the Federal level, opportunities have arisen to use partnership 
forums to address issues relating to Commonwealth-State relations.

For example, the State Government is working with the Commonwealth to further streamline the 
approvals processes through development of bilateral agreements.  These agreements are targeted 
at accrediting State assessment and approval processes for development proposals impacting 
matters of national environmental significance under the Commonwealth’s Environment Protection 
and Biodiversity Conservation Act 1999.  

CHANGES TO JURISDICTIONAL BOUNDARIES
In May 2014, Geoscience Australia advised the department that changes to the Australian 
maritime boundaries around Scott Reef and Seringapatam Reef came into effect on 22 May 2014.  
Areas previously classified as Commonwealth areas, including part of retention lease WA-30-R 
(Torosa field), as well as portions of WA-315-P and WA-398-P operated by ConocoPhillips  
with different joint ventures for each title, will now fall into State Territorial Seas upon renewal  
of these titles.  
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Key issues impacting 
the agency

The department is currently in discussion with the Commonwealth regarding the orderly transfer 
of areas under the Commonwealth’s retention lease to State control, following the change of 
jurisdictional boundaries around the Torosa gas field. 

REFORMING ENVIRONMENTAL REGULATION PROGRAM
An issue consistently raised by industry is the rising cost of doing business and the regulatory 
burden in Western Australia.  The State Government is therefore focused on delivering leading 
practice environmental regulatory reforms for the resources industry.  It is aiming to ensure 
regulations are efficient, consistent and transparent, while being outcomes and risk-based.  
However, it must also deliver community confidence in regulatory processes.  

The department’s progress on its Reforming Environmental Regulation program is provided on 
page 36, with further information regarding the Mining Rehabilitation Fund available on page 27.

REVIEW OF ROYALTY RATES
With the rising value of the resource sector, State revenue is becoming increasingly reliant on 
royalties from minerals and petroleum.  

The State Government announced a review of the mineral royalty rates in 2012 to assess whether 
royalty policy objectives are being met.  The Royalty Rate Review is discussed on page 39.

INCREASING COMMUNITY INVOLVEMENT
There is strong community interest in environmental and land access issues associated with the 
resource projects generally, and particularly in relation to natural gas from shale and tight rocks.  
It underlines the importance of transparent approval and regulatory processes, and the need for 
effective communication with the community.

The department is continuing to expand its community engagement efforts, supported by other 
agencies, to address community expectations about industry issues, and build confidence that 
the industry is well regulated.  The department also expects resource companies to engage with 
communities as early as possible and continuously to earn their ‘social licence to operate’ in 
Western Australia.
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