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FORTESCUE LINES UP RAIL CONTACTS

DIGGERS AND DEALERS

Fortescue Metals Group's Pilbara iron ore dream remains on track for first production
in 2007, with chief executive Andrew Forrest claiming to be in talks with transport group
Patrick over plans for $1.95 billion worth of port and rail infrastructure.

Mr Forrest remained vague about his funding plans for the project, which aims to come
into production at a rate of 45 million tonnes a year, but said he was talking to potential
partners in relation to the infrastructure component of the project.

He added that Fortescue was seeking partners to help reduce the financing exposure
to the project and suggested it might even cede control, for a price, if a partner wanted
to take the lead in developing the rail line, which "should be ready quite comfortably in
2007".

Mr Forrest said Fortescue's plan was to build its own railway line to ship ore to Port
Hedland but said "it wouldn't surprise anyone we're in talks with them [Patrick] and
others in the infrastructure area".

He said a feasibility study produced by engineering group Worley Parsons suggested a
24-month construction period for the railway line, meaning it would be operational in
late 2007 if construction began immediately.

Mr Forrest said the "procurement process" for some items required for the railway, such
as track sleepers, had begun.

He also agreed that there was significant confusion about Fortescue's plans to develop
its Chichester Range iron ore project.

Mr Forrest said the legal challenge seeking access to BHP Billiton's Pilbara rail system
was a distraction but he said "it is something I feel should be done".

He also said agreements with several Chinese companies remained in place. Fortescue
was not waiting for the finalisation of discussions about equity participation to be
completed before proceeding with the iron ore project.
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Mr Forrest said it was Fortescue's intention to include the Chinese companies in the
project but the negotiations were not complete.

Financing the project is also still subject to a range of options.

"If we were to fund that port and rail entirely ourselves we would do it on the basis of
about 20-25 per cent equity for infrastructure and the balance in long-term project
finance out of the Australian bank debt and the US capital markets," Mr Forrest said.

"We've had quite a strong pitch from the eurobond market saying their cost of money is
cheaper and that's something we're seriously taking into account.

"However, that said, I do want to point out that infrastructure isn't really the long-term
business of a mining company."

In a veiled attack on BHP Billiton and Rio Tinto, Mr Forrest said: "We don't see strategic
value in owning an infrastructure asset in order to stop people using it.

"Therefore it's highly likely that other people will come in and own a significant share of
that infrastructure and have quite a substantial defray on our own capital cost
challenge.”

Caption :PHOTO: Andrew Forrest says Fortescue is looking for partners. Photo:
TAMARA VONINSKI
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