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Companies supportive of this submission: 
 

These companies represent the majority of companies currently mining lithium in Western 

Australia and / or pursuing further down streaming processing. These companies have helped 

develop this submission and support its content and recommendation.   

 

• Kidman Resources 

• Albemarle  

• Mineral Resources 

• Lithium Australia 

• NeoMetals 

• Pilbara Minerals 

• Altura Minerals 

• Tianqi Lithium  

 

The hard rock lithium industry in WA is now the largest in the world and has enormous potential 

to expand into downstream development opportunities including lithium hydroxide processing.   

AMEC Recommendation 
 

AMEC makes the following recommendation for the introduction of a royalty rate for lithium 

hydroxide at a parity rate to the rate applicable to spodumene, with a small incentive providing 

support for further investment in downstream lithium processing / value adding in Western 

Australia.   

 

 

Principles:  

 

• Royalty levied at first point of sale (consistent with existing regime) 

• Royalty only levied once (consistent with existing regime) 

 

Recommended Royalty Rate: 

• 5% royalty on spodumene (assessed at mine gate) 

• 1.5% on lithium hydroxide (assessed at mine gate) 

 

This would provide industry with a small incentive to invest in downstream processing in 

Western Australia, and continue to invest, including through plant expansions. 

AMEC Position 
 

AMEC considers that the WA Government should implement incentives to encourage value 

adding. The setting of a royalty rate for lithium hydroxide provides a perfect opportunity to 

provide a meaningful incentive, that fairly recognises the additional cost of investing in 

downstream processing and which secures local value adding.  
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AMEC will not support any change that increases the lithium (spodumene) royalty rate, or 

through the imposition of a lithium hydroxide rate that creates a disincentive to companies to 

pursue value adding domestically.  

Consultation 
 

On 23 January 2019, AMEC lithium producers and explorers met with representatives of the 

Department of Mines, Industry Regulation and Safety (DMIRS) to discuss a proposed 

amendment to the Western Australian lithium royalty rate. 

 

Currently, lithium hydroxide (the chemical compound derived from the processing of spodumene 

and critical for the development of battery cathodes) is not in the royalty structure.  

 

Two potential options were presented by DMIRS for discussion: 

 

- A 5% royalty rate for lithium concentrate feedstock; 

- A 3.75% royalty rate on hydroxide and carbonate. 

The Mining Act Regulations 1981 set Western Australia’s existing royalty rate at 5% for ‘lithium 

minerals’, including spodumene.   

 

Departmental officers stated that there was no rationale for the selection of the proposed 3.75% 

royalty rate on lithium hydroxide, it was merely for the purposes of discussion.   

 

The current proposal for 3.75% royalty on lithium hydroxide has no basis and does not reflect 

parity with the royalty for spodumene, and if implemented would be a major disincentive to 

downstream processing in WA. 

Calculating parity between spodumene and hydroxide royalty 

 

AMEC considers it critical for the WA Government to effectively incentivise downstream lithium 

processing in WA to take advantage of the enormous potential for investment in the State's hard 

rock lithium industry.  

 

In order to determine what would be an incentive to encourage the local processing of 

spodumene into lithium hydroxide, it is first necessary to understand what would be an 

equivalent royalty rate to the 5% currently applied to spodumene.  

 

In order to achieve this, some assumptions over price need to be made.  

 

Assumptions at Mine Gate 

  

• The long-term price forecast of Spodumene is USD $700 per tonne 

• The long-term price forecast of Lithium Hydroxide is USD $16,200 per tonne 

• 7.54 tonnes required of Spodumene to make 1 tonne of Lithium Hydroxide (LiOH) 
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Calculation at Mine Gate 

  

• USD/tonne x Royalty Rate = Royalty Per Tonne of Spodumene 

 

700 x 5% = USD $35 

 

• (Royalty Per Tonne of Spodumene x Spodumene to LiOH conversion) / Long  

Term LiOH forecast  =  Lithium Hydroxide Royalty Rate 

 

USD $35 x 7.54)/ USD $16,200 = 1.62% 

  

Parity 

 

• Lithium Hydroxide Royalty Rate (Parity) = 1.62% 

 

Using this methodology, we are able to determine that a 1.62% royalty on lithium hydroxide is 

the equivalent of a 5% royalty on spodumene. 

 

However, AMEC acknowledges that within industry (based on individual company assessment 

and external data) there are slightly different views as to the precise parity rate. These different 

assessed parity rates fall within the range of (1.4%) to (1.74%).  These differences reflect 

variance in assumptions / projections around the long term spodumene price and differing 

viewpoints between companies.  As there is no way of knowing what the long term spodumene 

price will be, reasonable assumptions can and do differ.  

 

Members endorsing this submission have accepted the assumptions and methodology and 

resulting parity rate (1.62%) contained above, and believe it represents a fair middle ground 

within the range of views. 

Incentive / Disincentive 

 

Having judged that a 1.62% royalty on lithium hydroxide is the point of parity, it is then simple 

to determine a royalty rate that provides an incentive or creates a disincentive.  

 

• Lower than 1.62% is an incentive.  

 

• Equal to 1.62% is neither an incentive or disincentive.  

 

• Higher than 1.62% is a disincentive.  

 

AMEC considers that a royalty rate of 1.5% (a reduction of 0.12 below parity) would provide a 

small but important incentive to support the investment in downstream processing, which 

requires substantial capital investment and risk.  

 

The cost of developing a lithium hydroxide production facility is substantially higher than other 

mineral refineries such as gold, silver and nickel metal.           
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For example, construction of Stage 1 of Tianqi Lithium’s project cost $400 million commenced 

in October 2016 with an initial production capacity of 24,000 tonnes per year, with a $300 million 

second stage for the project, doubling the annual capacity to 48,000 tonnes.  In total, to develop 

a 72,000-tonne capacity lithium hydroxide plant will cost a capital investment of $700 million. 

 

This capital cost does not include crucial intangible assets such as the intellectual property, the 

patents and the proprietary knowledge that is needed to refine lithium hydroxide. 

 

These metals each attract a 2.5% royalty rather than the currently proposed higher rate for 

lithium hydroxide. 

The development of lithium hydroxide production is a substantial new industry that will create 

opportunities for Western Australia.  If Western Australia can develop lithium hydroxide 

production successfully and attract the other necessary battery precursors there is a possibility 

Australia could progress further down the battery minerals value chain. 

 

It must be noted, that if the proposed lithium hydroxide rate or AMEC’s suggested parity rate 

was charged on a different type of lithium chemical, such as lithium ion phosphate it would not 

provide parity and would prove punitive to any domestic down-streaming of such chemicals. 

Precedent 
 

While lithium hydroxide production is new for the mining industry it is not without similar 

precedent. 

 

Alumina and ALCOA Kwinana Refinery 

 

When developing a new industry, Western Australia has historically used a State Agreement to 

provide regulatory certainty to investors. This has included identifying royalties that will be 

charged and setting other government related costs. This has also allowed successive 

governments to implement a royalty rate outside the standard framework, to secure new 

industry and development.  

 

For example, the Alumina Refinery Act 1961, provided the certainty that led to the development 

of the ALCOA refinery in Kwinana.   

 

It was estimated in 2017, that the refinery alone employs approximately 850 employees and 

260 contractors. Over half of these employees are residents of the neighbouring communities 

of Kwinana, Cockburn and Rockingham.  The refinery’s economic contribution was calculated 

in 2017 as providing approximately AU$130 million into the local community through salaries, 

wages and benefits, and more than AU$321 million in Western Australian supply contracts1.   

 

This does not include the social and economic benefits derived from the mining of bauxite at 

Huntly (and historically Jarrahdale) mines. 

 

                                                
1 https://www.alcoa.com/australia/en/pdf/refining-kwinana-fact-sheet.pdf 
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The development of ALCOA’s Kwinana’s refinery was enabled by the State Agreement and the 

1.65% royalty rate2.  This royalty rate acknowledges that without this specific royalty rate 

Western Australia would not have the Kwinana refinery which has been a cornerstone of the 

Kwinana industrial strip and provided significant employment in the area. 

Summary 

 

The recommendation is within the existing royalty regime and will provide a pricing incentive for 

companies to consider value adding through downstream processing of spodumene in Western 

Australia. 

 

Principles:  

 

• Royalty levied at first point of sale (consistent with existing regime). 

• Royalty only levied once (consistent with existing regime) 

 

Recommended Royalty Rate: 

• 5% royalty on spodumene (assessed at mine gate); 

• 1.5% on lithium hydroxide (assessed at mine gate). 

 

AMEC considers that this would provide industry with a small incentive to invest in downstream 

processing in Western Australia. This in turn will secure new and existing projects, provide 

considerable social and economic benefits for the State, and meet the Government’s Plan for 

Jobs objective. 

 

                                                
2 P13, Mineral Resource Rate Analysis, 
http://www.dmp.wa.gov.au/Documents/Minerals/Mineral_Royalty_Rate_Analysis_Report.pdf 


