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TWIGGY VOWS TO BATTLE ON AGAINST GIANTS

Conference

IT was anything but a vintage Andrew ~ " Twiggy'' Forrest performance at Diggers and
Dealers yesterday.

But selling his dream of becoming a major force in the Pilbara, and cashing in on heavy
demand from Asia, Mr Forrest said he was committed to a protracted battle against rail
line owners BHP Billiton and Rio Tinto in the Pilbara to force them to open access to the
railways, even though Fortescue had decided to build its own 250km line.

" With us, you do have a project here that will be kicking out profits of around $1
billion a year," the Fortescue chairman said.

" “Even if we reached agreement with BHP to access their railway line this afternoon,
the tortuous negotiations which would take place after that would still see shareholders
better off building their own railway line for the Chichester (area), which is ready to go.

" 'I want to make clear the base case for Fortescue is building our own railway line."

Constructing a railway line is one of the key costs for the Fortescue project that has
analysts and shareholders nervous.

Mr Forrest owns about 20 per cent of Fortescue, plus a swag of options.

Fortescue originally dreamt of infrastructure costs for the mine being funded by three
Chinese companies that would then take the iron ore.

Mr Forrest revealed yesterday Fortescue was in discussion with Chris Corrigan's Patrick
Corp as one option to develop shipping facilities for a new port.

When the Chinese companies revealed earlier in the year that they wanted a controlling
stake in the project in exchange for building the infrastructure, Fortescue baulked and
decided to go it alone. Fortescue has appealed to the National Competition Council to
get access to the line in a case that is still pending, with a decision not expected soon.

Should the NCC conclude that either BHP's or Rio's actions in denying Fortescue access
to the line is anti-competitive, it is expected to lead to drawn-out legal battles in the
Federal Court.
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Mr Forrest said that while taking the fight to the industry heavyweights was proving an
uncomfortable distraction from developing its project, it was a case worth fighting for
because it would boost West Australian taxpayer coffers with lucrative royalties.

He compared these projected royalties to the concessional rates paid by BHP and Rio.

" “What we are saying is: ~Hey, guys, you have built these massive railway systems --

it suits them to have exclusive control and keep other people out'.

On August 2, Fortescue revealed a cost estimate of $1.95 billion, give or take 10 per
cent, to develop the ambitious Pilbara project.

The estimate was dependent on the mine putting out 45 million tonnes of ore through a
new port.

" "The railway line should be ready, quite comfortable, in 2007, ramping up in 2008,"
he said.

" “We're targeting 2007 (for first shipment).
" "That remains our target date, but our comfortable date is 2008.

" *We believe the construction period of 24 months (for the railway) is quite
comfortable."

Mr Forrest said Fortescue would pay for the project by paying for up to 25 per cent of
initial infrastructure costs and the rest to be paid in long-term project finance from US
capital markets and Australian bank debts.

" Our relationships are deeper in the US capital markets,' he said.
" It's highly likely that other people will come in and own a significant share of the
infrastructure and therefore have quite a substantial defray on our capital cost

challenge.

" “Obviously there will be a premium paid if control was to pass on a uniquely valuable
infrastructure system.

" "But I would rather not forecast when an announcement would be made, if you don't
mind."
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