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Dr. Ken Michael AM
 Western Australian Independent Gas Pipelines Access Regulator
.+ Office of Gas Access Regulation
’ Level 6, Governor Stirling Tower
197 St. George's Terrace
PERTH WA 6000

Dear Dr. Michael
BankWest Statement: Lending to the Resources Sector

I write to draw your attention to, and comment on, a recent article appearing in "The West
Australian" newspaper on Wednesday 26 February 2003 (copy attached) in which the Chief
Executive Officer of BankWest is reported to have "emphasised" that his bank will "scale
back lending to the resources sector" and "tighten [his bank's] risk management strategies".

The article further states:

Analysts have attacked BankWest's risk profile in recent months because of its
exposure to a string of corporate failures in the past two vears, most notably a
combined $100 million exposure to the collapse of miners Pasminco,
Beaconsfield Gold and Selwyn Mines.

This misfortune befalling BankWest serves to further illustrate the risky nature of the mining
industry in Western Australia.

These failures follow the insolvency of Centaur Mines and the (widely reported) massive
default on its debt by Anaconda Nickel Ltd. Of particular relevance is the failure of
Pasminco, which was the proponent of the laterite nickel project at Bulong. Such failure of
another laterite nickel project does not augur well for the future development of Western
Australia's nickel reserves, the bulk of which rest in laterite ores.
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Approximately 99 percent of the natural gas transported by the Goldfields Gas Pipeline
("GGP") is utilised by the mining industry. Failures such as those at hand are a tangible
manifestation of one component of the risk faced by the GGP.

Another component of the risk faced by the GGP is that new mining projects in the GGP's
‘catchment area’ now face further difficulties in securing bank finance.

Alternative sources of debt finance, such as junk bonds', carry considerably higher interest
rates, and are becoming more difficult to issue. Consequently, future projects will face
increasing costs of capital, deriving from the increased costs of debt and the increased
requirement for equity funds.

In turn, this will increase the required rates of project return and hence reduce the number of
viable projects. Further, any projects which might materialise are more likely to mitigate their

financial risk by choosing diesel (with its low capital costs) over natural gas (with its high
lateral and other costs) as the preferred energy source.

I request that you give due consideration to these issues when formulating your revised Draft
Decision for the Goldfields Gas Pipeline Access Arrangement.

Please do not hesitate to contact me if you wish to discuss these, or any other, issues further.

Yours sincerely

o

David A King
General Manager
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| DAILY-ANNUAL RENTALS

'MJP HREANDS - LOW RATES.PROMPT SERVICE

1 By John Phaceas

BANKWEST chief executive Terry
Budge said yesterday he was
confident he retained-the full; sugport
of his board, despite tle

revealing that & bad débts- “blow-out
* had caused it to 'miss its; owrt:

forecasts-for 2002..

The bank yesterday revealec
its bad fdllen 7 per cent to
lion in 2002, from $167.4 million i in the
preceding. {;ear,_ a8, §rov1s Sngifor bad
debts doubled -] illion and
wiped out a 2.4 per cent fift in revenue
to $655 million.

Describing the resulfl:
“sohd in a-challenging €nV.
ment”, Mr Budge said he was
under no pressure to.step down
before his contract expires in
May next year, regardless of
market speculation about his
future.

“At the moment Pve got the
full support of the hoard .
and while U've got that I'Il be staymg on
and doing the job,” Mr Budge said.

“I'm happy to continue, I want to
continue, and think I'm adding value to.

this organisation, Ir T'm not,.well then:it .

will be time to:go.’

Conceding the result was below bank -

expectations — and the market consen-
sus of about $160 million-— Mr Budge

said it grovxded a platform for growth .
.. :(though)-

and higher earnings: in. 2003,

“The results. were-solid;;
certainly below our expedtatlons, but.we
did achieve 1mprcss1ve mottgagc and

depom growth, and saw §

ank .

- .em States presence throngt mche mi

nue growth ernetging : the business
bank which had been flit,” he said..
“So:we-dohave a strong plntform‘gfo:
the future and earnings growth is exp
ted it 2003, however, we romd
tious given the potential i mpa
events and a softer housin
Mr Budge also’ e,mphaalsed thnt the
‘bank . would: scalte.jback ‘Junding t
resources sector — fhio
the blow-out irf:prowisions for bad 1
last year — and tighten its risk m
.ment strategies, :
Analysts have attacked BankWest's
risk profile in-recent months because of
its exposure to a string.ofic w:orpomo fbﬂ-

‘I’m happy to continue, I want to
continue, and think I’'m adding
~value to this- orgamsation :

- Terry Budge

ures in the past two > ears most nétably’

a combined $100 miillion exposure.to-the
collapse of miners Paumnco, Beacons.
field Gold and Selwyn Mines. .
- It was also burnt vbe' its $25 ‘million,
expos\u'e to. falled N S?
rington Estates, forcing it ¢o
rington’s Haselgroye winery
Australia for $9:million-in:a-
guard its ultimate return,
Mr Budge said growth would comme
from capitalising -on - the bank's strong:
Position in WA and expanding its Bast

A

iﬁns of Teve ‘

" Wost's small business lendin
and-low-interest- Mastercatrd”

ane Fou’) ‘Bare-.

B&i cent .of thebank’s loarf

Bank'West's $11.5 billion-in- housing
2%%1113 “itself a 22.8 per cent: increase over

WA is also_the main target of Banks
initlative

ite credit
icard.

Growth. in the Bastern States would
1ar ely be sought through building on:
industry-specific initiatives, such-as its

Toans to: pharmacists and tailoted

_puckages aimed at health care and aged :

care.providers.

bank’s loan book was sound,
with net impaired.apsets stand-
ing at just

$21.7 billion, up from 0.7 per
cent in. 2001,

Mr: Budger stteubd I(\at Sel-
Swyn- and . Beaconsfield

. acco\mted for dbout 44 per cent of the

non-accrual loans, and said the.bank

was confident it would recover all debts .

-related to Pasminco. .

BankWest last week declared a $10
‘milli&h- specific provision for its expos
sure to Selwyn, but. Mr Budge declined
to: elaborate -on the “small” provisions

“#sken in: respect of Barrington and
" Beaconsfield.

BankWest: déclared a- fully franked

- fihal dividend-.of 9.75¢ a share, taking

fulf year payout to 19.5¢.

ibook, 3
ome, loans contributing: the bulk of

PharmacyConnect package rprovuhm; :
o

But Mr Budse declared the. ]

0:8. per cent of itd "™
total .lending to. customers .of .

theweét.'pom.au
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Terry Budgo: BankWest chief sald the 7 per cent profit drop
was “solld in.a challenglng envlronmen( PICTURE: DON-PAEMER






