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4 August 2005

Mr John Feil

Executive Director

National Competition Council
Level 9/ 128 Exhibition Street
Melbourne VIC 3000 Australia

Dear Mr Feil,
Re: FMG Part lllA Declaration Application

As you may be aware, Fortescue Metals Group Limited has just made public a formal
Statement to the Australian Stock Exchange detailing the results of a Definitive Feasibility Study
about its proposed port and rail infrastructure. | enclose a copy of the statement for your
information.

In our view, the Statement and Definitive Feasibility Study establish two matters which the
Council is obliged to take into account in connection with its consideration of the Part llIA
declaration appiication which has been made by FMG.

Announcement of capital cost estimate for the FMG railway and wagons

The first matter is that the Study has determined that the direct cost of the rail infrastructure for
FMG's project will be $560 million. We note that the Study was conducted by WorleyParsons,
who are described in the Statement as "one of the five major global engineering houses", and

that the calculations were described as being "within an accuracy of +/- 10%".

FMG's commitment to build a railway

It is also clear from the Statement and the Study that a commitment by FMG to construct its
own railway line has either already been made or is imminent.
The Statement includes the announcement that:

"the Board [of FMG] has considered and adopted the Study due to its high level of
accuracy, its competitive capital cost and the ability for expedient implementation.
Fortescue has therefore commenced the immediate sourcing of the long lead time items
to ensure there is no impediment to the construction schedule" (emphasis added).

The letter from WorleyParsons attached to the Statement, clearly states that the report was
prepared on the basis that: A member of the BHP Billiton group
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o the longest lead time items are to be procured and installed within 24 months;
® the total project schedule is no more than 30 months; and
° the target for first shipment of ore is in late 2007.

This conclusion is also strongly supported by the report in today's edition of the Australian that
Andrew Forrest has stated that it was ‘inevitable' that FMG would have to build its own railway.

Council's obligation to take these matters into account

In light of the definitive and formal nature of the Study and the Statement, we believe that the
Council is obliged to take the information in the Study and Statement about the matters
discussed above into account as the best and most recent understanding of the current

position.

Yours sincerely,

Graeme P Hunt
President iron Ore



