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LABOUR SHORTAGE THREATENS FORTESCUE

WA's critical labour shortage could be the biggest obstacle to Fortescue Metals Group
meeting a tight schedule for its $2 billion-plus Pilbara iron ore venture, chief executive
Andrew Forrest said yesterday.

Speaking at the Diggers and Dealers forum in Kalgoorlie, Mr Forrest said Fortescue was
still aiming to deliver first ore from the 45 million-tonnes-a-year venture by late 2007,
but conceded that a 2008 start-up was a more "comfortable" target. "We're targeting
2007, that remains our target date, but our comfortable date is early 2008," he said. He
was confident of a 24-month construction period for the 255km railway from Port
Hedland to the Cloud Break deposit in the Chichester Range.

But labour shortages, which have already hamstrung progress and pushed up costs at
resource developments across WA, were a major threat: "It is the major determinant of
that timetable," he said.

Uncertainty about Fortescue's aggressive development schedule comes less than a week
after the company admitted to a $500 million blowout on the cost of port and rail
infrastructure alone because of price hikes for steel, fuel, construction materials and
contract labour. The shipping infrastructure is now expected to cost at least $1.95
billion, though feasibility study author WorleyParsons warned that was based on
January 2005 prices. Fortescue believes feasibility study estimates for the mining
operation, due next month, will come in under $400 million, but even then the entire
project will cost at least 30 per cent more than the company's initial $1.85 billion
estimate. On Fortescue's bitter battle to have the National Competition Council force
BHP Billiton to open up its Pilbara railway to third-party users, Mr Forrest said he had
never wavered from his plan to build a standalone "multi-user" railway. Access to BHP's
railway would help unlock the value of numerous small deposits in the region, otherwise
stranded without transport. Mr Forrest said the mining operation was likely to be
"outsourced" to major contracting groups, and that infrastructure investors and
institutions had expressed interest in buying into the infrastructure venture. Fortescue
shares closed yesterday 8 higher at $3.10.
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