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The intention is to provide investors with the option of receiving a document which is more concise than
the full annual report, and which is strategic in its focus.

19

January

Fourth quarter 2015 operations review

11

February

Announcement of unaudited results for 2015

The first 43 pages of Rio Tinto’s 2015 Annual report constitute its 2015 Strategic report. References to
page numbers beyond 43 are references to pages in the full 2015 Annual report. This is available online
at riotinto.com/ar2015 or shareholders may obtain a hard copy free of charge by contacting Rio Tinto’s
registrars, whose details are set out at the back of this document.

24

February

Rio Tinto Limited shares and Rio Tinto plc ADRs quoted “ex-dividend” for 2015 final dividend

25

February

Rio Tinto plc shares quoted “ex-dividend” for 2015 final dividend

26

February

Record date for 2015 final dividend for Rio Tinto plc and Rio Tinto Limited shares and Rio Tinto plc ADRs

3

March

Publication of 2015 Annual report, 20-F and Notices of annual general meetings

15

March

Plan notice date for election under the dividend reinvestment plans and date for electing dividends paid in alternate
currency for the 2015 final dividend

31

March

Dividend currency conversion date (Rio Tinto plc holders electing to receive Australian dollars and Rio Tinto Limited
holders electing to receive pounds sterling)

7

April

Payment date for 2015 final dividend to holders of ordinary shares and ADRs

14

April

Annual general meeting for Rio Tinto plc, London

19

April

First quarter 2016 operations review

5

May

Annual general meeting for Rio Tinto Limited, Brisbane

19

July

Second quarter 2016 operations review

3

August

Announcement of half year results for 2016

10

August

Rio Tinto plc ADRs quoted “ex-dividend” for 2016 interim dividend

11

August

Rio Tinto plc shares and Rio Tinto Limited shares quoted “ex-dividend” for 2016 interim dividend

12

August

Record date for 2016 interim dividend for Rio Tinto plc and Rio Tinto Limited shares and Rio Tinto plc ADRs

1

September

Plan notice date for election under the dividend reinvestment plans and date for electing dividends paid in alternate
currency for the 2016 interim dividend for Rio Tinto plc and Rio Tinto Limited

15

September

Dividend currency conversion date (Rio Tinto plc holders electing to receive Australian dollars and Rio Tinto Limited
holders electing to receive pounds sterling)

22

September

Payment date for 2016 interim dividend to holders of ordinary shares and ADRs

20

October

Third quarter 2016 operations review

Please visit Rio Tinto’s website to learn more about the Group’s performance in 2015.
This Annual report, which includes the Group’s 2015 Strategic report, complies with Australian and UK reporting requirements.
Copies of Rio Tinto’s shareholder documents – the 2015 Annual report and 2015 Strategic report, along with the 2016 Notices
of annual general meeting – are available to view on the Group’s website: riotinto.com/ar2015

Directors’ approval statement
This Strategic report is delivered in accordance with a resolution of the board, and has been signed on
behalf of the board by:

Jan du Plessis

Chairman
2 March 2016
The auditors’ report on the Group’s 2015 annual accounts was unqualified. Within that report, the
auditors’ statements under section 496 Companies Act 2006, confirming that the Strategic Report
and Directors’ report are consistent with the accounts, was also unqualified.
A copy of the auditors’ report on the Group’s 2015 Annual report is contained on pages 202 to 208 of that
document, which is available to shareholders free of charge on request, or to view online on our website,
riotinto.com/ar2015

2017

Key

January

Fourth quarter 2016 operations review

February

Announcement of unaudited results for 2016

April

Annual general meeting for Rio Tinto plc, London

April

First quarter 2017 operations review

May

Annual general meeting for Rio Tinto Limited, Sydney

July

Second quarter 2017 operations review

August

Announcement of half year results for 2017

October

Third quarter 2017 operations review

Page reference for more information within this report
KPI Denotes key performance indicators

Cautionary statement about forward-looking statements
This document contains certain forward-looking statements with respect to the financial condition, results of operations and
business of the Rio Tinto Group. These statements are forward-looking statements within the meaning of Section 27A of
the US Securities Act of 1933, and Section 21E of the US Securities Exchange Act of 1934. The words “intend”, “aim”, “project”,
“anticipate”, “estimate”, “plan”, “believes”, “expects”, “may”, “should”, “will”, “target”, “set to” or similar expressions,
commonly identify such forward-looking statements.
Examples of forward-looking statements in this Annual report include those regarding estimated ore reserves, anticipated
production or construction dates, costs, outputs and productive lives of assets or similar factors. Forward-looking statements
involve known and unknown risks, uncertainties, assumptions and other factors set forth in this document that are beyond the
Group’s control. For example, future ore reserves will be based in part on market prices that may vary significantly from current
levels. These may materially affect the timing and feasibility of particular developments. Other factors include the ability to
produce and transport products profitably, demand for our products, changes to the assumptions regarding the recoverable
value of our tangible and intangible assets, the effect of foreign currency exchange rates on market prices and operating costs,
and activities by governmental authorities, such as changes in taxation or regulation, and political uncertainty.
In light of these risks, uncertainties and assumptions, actual results could be materially different from projected future results
expressed or implied by these forward-looking statements which speak only as to the date of this Annual report. Except as
required by applicable regulations or by law, the Group does not undertake any obligation to publicly update or revise any
forward-looking statements, whether as a result of new information or future events. The Group cannot guarantee that its
forward-looking statements will not differ materially from actual results.
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2015 results demonstrate decisive
early actions taken with focus on cash
Against a highly challenging environment,
Rio Tinto delivered a strong performance in
2015 with underlying earnings of
US$4.5 billion. The Group continued to take
decisive action to preserve cash through
further cost reductions, lower capital
expenditure and the release of working capital.
This focus on cash resulted in operating cash
flows of US$9.4 billion.
A net loss of US$0.9 billion reflected non-cash
exchange rate and derivative losses of
US$3.3 billion and impairment charges of

US$1.8 billion. The impairments mainly related
to the Simandou iron ore project, Energy
Resources of Australia (ERA) and the
Roughrider uranium project. In addition, the
Group recognised legacy remediation costs of
US$0.2 billion and general restructuring and
headcount reduction costs of US$0.3 billion.
In 2015, the Group returned US$6.1 billion to
shareholders, including the 2014 final dividend
of US$2.2 billion, the 2015 interim dividend of
US$1.9 billion and US$2.0 billion of share
buy-backs, comprising US$0.4 billion off-market
in Rio Tinto Limited and US$1.6 billion
on-market in Rio Tinto plc. Rio Tinto maintained
the full year dividend at 215 US cents per share.

Year to 31 December

KPI

126

Underlying earnings (1) (US$ millions)
Net (loss)/earnings (1) (US$ millions)

The continued deterioration in the macro
environment has generated widespread market
uncertainty. The Group is embarking on a new
round of pro-active measures to cut operating
costs by a further US$1 billion in 2016 followed
by an additional goal of US$1 billion in 2017. It
is also reducing capital expenditure to
US$4 billion in 2016 and US$5 billion in 2017,
an overall reduction of US$3 billion compared
with previous guidance.
These significant actions provide Rio Tinto with
the confidence that it remains robustly
positioned to both maintain balance sheet
strength and deliver shareholder returns
through the cycle.
2015

2014

Change

4,540

9,305

-51%

(866)

6,527

n/a

KPI

109

Net cash generated from operating activities (US$ millions)

9,383

14,286

-34%

KPI

109

Capital expenditure (2) (US$ millions)

4,685

8,162

-43%

Underlying earnings per share (US cents)

248.8

503.4

-51%

Basic (loss)/earnings per share (US cents)

(47.5)

353.1

n/a

Ordinary dividends per share (US cents)

215.0

215.0

–

2015

2014

Change

13,783

12,495

+10%

24%

19%

+5%

As at 31 December

KPI

143

Net debt (US$ millions)
Gearing ratio (3)

The financial results are prepared in accordance with IFRS.
(1) Underlying earnings is a key financial performance indicator which management uses internally to assess performance. It is presented here to provide greater understanding of the
underlying business performance of the Group’s operations. Net and underlying (loss)/earnings relate to (loss)/profit attributable to the owners of Rio Tinto. Underlying earnings is defined
and reconciled to net (loss)/earnings on pages 126 and 127.
(2) Capital expenditure is presented gross, before taking into account any disposals of property, plant and equipment.
(3) Gearing ratio is defined as net debt divided by the sum of net debt and total equity at each period end.

Revenues and earnings

Cash flow and balance sheet

– Consolidated sales revenues of
US$34.8 billion, US$12.8 billion lower than
last year, reflecting a US$13.1 billion
reduction from the sharp decline in
commodity prices.
– EBITDA(1) margin of 34 per cent, compared
with 39 per cent in 2014.
– Underlying earnings of US$4.5 billion,
US$4.8 billion lower than 2014, with cash
cost improvements, higher volumes, lower
energy costs, positive currency and other
movements (totalling US$2.9 billion) partly
offsetting the US$7.7 billion (post-tax)
impact of lower prices.
– Underlying earnings per share of
248.8 US cents compared with
503.4 US cents in 2014.

– Achieved US$1.3 billion of sustainable
operating cash cost improvements(2)
(including exploration and evaluation
savings) in 2015, 35 per cent over target,
bringing the total to US$6.2 billion
compared with the 2012 base.
– Generated net cash from operating
activities of US$9.4 billion in 2015, as lower
taxes paid and further improvements in
working capital partly offset the impact of
lower prices.
– Tight management of working capital
generated a further US$1.5 billion cash
inflow in 2015, aided by lower commodity
prices. This was in addition to the
US$1.5 billion inflow in 2014.
– Reduced capital expenditure by
US$3.5 billion to US$4.7 billion, including
US$2.1 billion of sustaining capex,
benefiting from the completion of major
projects and continued capital discipline.
– Announced US$0.8 billion of agreed coal
divestments in 2015 and 2016 year to date.

– Maintained a strong balance sheet with net
debt of US$13.8 billion and gearing of
24 per cent, in the lower half of the targeted
range. Free cash flow(3) of US$0.7 billion
partly funded the US$2.0 billion share
buy-back.

(1) EBITDA margin is defined as Group underlying EBITDA
divided by product group total revenues as per the
Financial information by business unit on page 195
where it is reconciled to profit on ordinary activities
before finance items and taxation.
(2) Operating cash cost improvements represent the
difference between the current and prior year full
cash cost of sales per unit based on the prior year
volume sold.
(3) Free cash flow is defined as net cash generated from
operating activities less cash used in investing activities.
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Performance highlights

Group overview
Introduction to Rio Tinto

Aluminium product group

Copper & Coal product group

Rio Tinto is a leading global mining and
metals group that focuses on finding, mining,
processing and marketing the Earth’s
mineral resources.

Building on more than a century of experience
and expertise, Rio Tinto is a global leader in the
aluminium industry. Our business includes
high-quality bauxite mines, large-scale alumina
refineries, and some of the world’s lowest-cost,
most technologically-advanced primary
aluminium smelters.

Rio Tinto’s Copper & Coal product group
was formed in February 2015 following a
corporate restructure. At the end of 2015, the
product group had four copper operating
assets – in the US, Mongolia, Chile and
Indonesia – and six coal operations in Australia
and South Africa, as well as attractive
development projects.

We have been in business for more than
140 years and remain focused on a
long-term horizon. Our approach is driven by
an enduring and proven strategy (see
page 10). It sees us invest in and operate
long-life, low-cost, expandable operations in
the most attractive industry sectors.
Our world-class assets are run by a company
of world-class people: a 55,000-strong
workforce spanning more than 40 countries.
We foster a culture where our people keep
their safety, and that of their workmates, at
the top of their minds; where every person
understands how they can create and
preserve value for the business; and where
diversity and innovation are embraced.
We produce a diverse suite of minerals and
metals that enable the world to grow and
develop. These products give us exposure to
markets around the world, and across the
economic development spectrum, from basic
infrastructure needs, through industrial
growth, and to consumer-led demand.
Supporting our four product groups are our
Exploration and Technology & Innovation
teams, central support functions, shared
services, and headquarters-based activities.
Our contribution to sustainable development
is integral to how we do business. It is a
fundamental consideration in how we
manage the business, seeking long-term
mutually beneficial outcomes for our
business and our stakeholders. Find out
more on page 22.
Our approach is underpinned by our values
of respect, integrity, teamwork and
accountability. Combined with the strength
provided by our people and our assets,
they help form the foundations of our
long-term success.

2
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Products
Bauxite
Bauxite is the natural ore used to make
aluminium. It is refined into alumina which is
smelted into aluminium metal. Our wholly and
partly owned bauxite mines are located in
Australia, Brazil and Guinea.
Alumina
Alumina (aluminium oxide) is extracted from
bauxite via a refining process. Approximately
four tonnes of bauxite are required to produce
two tonnes of alumina, which in turn makes
one tonne of aluminium metal. Our wholly and
partly owned alumina refineries are located in
Australia, Brazil and Canada.
Aluminium
Aluminium is a unique and versatile modern
metal. Light, strong, flexible, corrosionresistant and infinitely recyclable, aluminium is
one of the most widely-used metals in the
world. Its largest markets are transportation,
machinery and construction. Our smelters are
mainly concentrated in Canada. We also have
plants in France, Australia, New Zealand,
Iceland, the UK and Oman.
Strategic advantages
– Access to the largest and best-quality
bauxite ore reserves in the industry,
strategically located to serve growing
Chinese bauxite demand.
– One of the lowest-cost bauxite producers.
– Outstanding hydropower position, which
delivers significant cost and other
advantages in an energy intensive industry
and today’s carbon-constrained world.
– Rio Tinto has a first-quartile average cost
position for aluminium smelting, with
industry- leading smelting technology.
Key production locations

Key sales destinations

– Canada
– Australia
– Europe

– Asia
– Americas
– Europe

Full operating review
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Products
Copper
Precious metals aside, copper is the best
conductor of heat and electricity, and
70 per cent of the copper the industry produces
is used in conductive applications. Copper wires
the world, bringing vital infrastructure and
information to all corners of the globe, and
helps to power economic and societal
improvement and growth. Copper is also a key
component of green technologies, from wind
energy and solar collection to high-efficiency
buildings and electric vehicles. We also
produce gold, silver and molybdenum as
co-products of our copper production.
Coal
Coal is a cost-effective and abundant energy
source that will continue to be part of the
global energy solution for years to come.
Thermal coal is used for electricity generation
in power stations. The thermal coal from our
Hunter Valley operations is world class,
featuring the low ash and sulphur content
necessary for modern lower-emissions power
stations. We produce high-value coking or
metallurgical coal, which produces steel when
mixed in furnaces with iron ore.
Gold
Gold is used as a store of value. It is also highly
conductive, malleable and inert. These
properties make it a key component in the
electronics, chemical production, jewellery,
aerospace and medical industries.
Silver
Also a precious metal, silver has the highest
electrical and thermal conductivity of any
metal and is used in many electronic devices.
It is also used in aerospace and medical
applications, to make jewellery and as
an investment.
Molybdenum
Molybdenum enhances toughness, hightemperature strength and corrosion resistance
when combined with other metals. It is
frequently used to produce stainless steel and
other metal alloys.

Key production locations

Key sales destinations

–
–
–
–

–
–
–
–
–

Australia
Chile
Mongolia
US

Full operating review

China
Japan
South Korea
Taiwan
US
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Diamonds & Minerals product group
The Diamonds & Minerals product group
consists of industry-leading, demand-led
businesses, which include mining, refining and
marketing operations across five sectors.
Rio Tinto Diamonds is one of the world’s
leading diamond producers, and manufactures,
sells and markets diamonds from its mines in
Australia and Canada. Rio Tinto Minerals is a
world leader in borates, with a mine in the US,
processing plants, and commercial and
research facilities. Rio Tinto Iron & Titanium is
an industry leader in high-grade titanium
dioxide feedstocks, with operations in Canada,
Madagascar and South Africa. Dampier Salt,
based in Australia, is one of the world’s largest
producers of seaborne salt and the Uranium
business includes production facilities in
Australia and Namibia. The product group also
includes the Simandou iron ore project in
Guinea, one of the largest known undeveloped
high-grade iron ore resources in the world.

Borates
Refined borates are used in hundreds of
products and processes. They are a vital
ingredient of many building materials and glass
applications and are essential micro-nutrients
for crops. They are commonly used in glass and
ceramic applications including fibreglass,
television screens, floor and wall tiles, and
heat-resistant glass.

Iron Ore product group

Salt
Salt is one of the basic raw materials for the
chemicals industry and is indispensable to a
wide array of automotive, construction and
electronic products, as well as for water
treatment, food and healthcare.

Products
Iron ore
Iron ore is the key ingredient in the production
of steel, one of the most fundamental and
durable products for modern-day living, with
uses from railways to paperclips. Our iron ore
mines are located in Australia and Canada.

Uranium
Uranium is one of the most powerful known
natural energy sources, and is used in the
production of clean, stable, base-load
electricity. After uranium ore is mined, it is
processed into uranium oxide. This product is
sold for processing into fuel rods for use in
nuclear power stations.
Other products from the Diamonds & Minerals
product group include high purity iron, metal
powders and zircon.
Strategic advantages
– Portfolio of industry-leading businesses
operating in attractive markets.
– Demand-led, integrated operations that are
responsive to the changing external
environment.
– Poised to benefit from mid to latedevelopment-cycle demand growth as
consumption increases in emerging
markets.
Key production locations

Key sales destinations

– North America
– Australia
– Africa

– North America
– South East Asia
– India

Full operating review
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Strategic advantages
– A portfolio of high-quality assets in copper
and coal.
– Attractive growth opportunities in copper.
– Large, low-cost, expandable copper and
coal assets located close to existing
infrastructure and growing Asian markets.
– Industry-leading technology
and innovation.
– Strong product stewardship.

Rio Tinto operates a world-class iron ore
portfolio, supplying the global seaborne iron
ore trade. We are well positioned to benefit
from continuing demand across China and the
developing world. In Australia, where the
majority of our iron ore is produced, we have
industry-leading margins.

Strategic advantages
– Proximity of the Pilbara operations in
Australia to key Asian markets.
– The lowest cost major iron ore producer in
the Pilbara, with a Pilbara cash unit cost of
US$14.9 in 2015.
– World-class assets, comprising a seamless
supply chain with extensive optionality.
– A premium product suite, which drives
strong customer relationships, supported
by technical and commercial marketing
expertise.
Key production locations

Key sales destinations

– Australia
– Canada

– China
– Japan
– South Korea

Full operating review
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Products
Diamonds
Diamonds are an important component in both
affordable and higher-end jewellery. We are
able to service all established and emerging
markets as we produce the full range of
diamonds in terms of size, quality and colour
distribution.
Titanium dioxide
The minerals ilmenite and rutile, together with
titanium dioxide slag, can be transformed into a
white titanium dioxide pigment or titanium
metal. The white pigment is a key component
in paints, plastics, paper, inks, textiles, food,
sunscreen and cosmetics. Titanium metal is
light weight, chemically inert and strong,
making it ideal for use in medical applications
and in the aerospace industry.
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Chairman’s letter
Dear shareholders,
Last year I noted that in times of challenging
markets, investors sought strength
and reliability.
It is pleasing to report that during 2015 your
company has displayed such qualities and
delivered a solid performance, despite an
exceptional level of economic volatility.
The continued deterioration in the macro
environment has generated widespread market
uncertainty. Global economic growth was
subdued last year and reflected a deepening
of the cyclical downturn in most
commodity markets.
Even before the recent challenges, we took
measures to reshape Rio Tinto – a plan that has
delivered results. This is a significant
achievement for Sam Walsh and his team, but
of course there is more we must do.
The year ahead will be challenging for our
industry and we are taking further pre-emptive
action to ensure the company’s ongoing
strength. We will continue to run the business
with the long-term interests of you, our
shareholders, in mind.

Strength in turbulent times
In 2015, your company achieved underlying
earnings of US$4.5 billion and operating cash
flows of US$9.4 billion. Our underlying earnings
were US$4.8 billion lower than in 2014 due to the
significant impact of reduced commodity prices.
This impact was partly offset by management’s
drive to significantly reduce cash costs and
improve productivity at all of our businesses.
The net loss of US$0.9 billion reflects non-cash
exchange rate and derivative losses of
US$3.3 billion, and impairment charges of
US$1.8 billion. The impairments mainly relate
to the Simandou iron ore project, Energy
Resources of Australia and the Roughrider
uranium project.
These results reflect continued investment
over many decades in long-life, low-cost,
expandable operations in the most attractive
industry sectors. This strategy ensures that
Rio Tinto owns the best assets for delivering
long-term value. At a time of significant
industry change and curtailments, your
company has the resilience and strength to
continue to progress world-class growth
projects in bauxite, copper and iron ore.

Global growth
The slowdown in emerging markets limited
global growth to around three per cent in 2015.
The impact on commodity demand was much
stronger, led by a further deterioration in key
metal-intensive sectors in China.
China’s gross domestic product (GDP)
growth slowed moderately to just below seven
per cent, as the transition to its “New Normal”
was further impacted by the industrial cycle.
Consumption supported the economy but
investment and exports weighed on growth.
In particular, the slowing growth of China’s
construction and industrial sectors, as the
transition to a service-based economy takes
place, has negatively impacted
commodity demand.
The US Federal Reserve’s first interest rate
hike since the financial crisis has been
interpreted as a sign that the US economy
continued to strengthen in 2015. Consumer
demand is strong but growth momentum was
dampened by the impact of lower oil prices.
4
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Against this backdrop, prices for several
commodities are at levels not seen since 2005
or only briefly at the depth of the global
financial crisis.
The economic environment represented
significant challenges for industry margins
during the year and this is likely to persist
in 2016.

Returns to shareholders
The strength of the company’s performance
gave the board the confidence to announce, in
February 2016, a 2015 full year dividend of
215 US cents per share. In 2015, we returned
US$6.1 billion to our shareholders, through a
combination of dividend payments and
buy-backs.
Over the last five years we have returned more
than US$25 billion to our shareholders,
underlining our commitment to
shareholder returns.
However, with the continuing uncertain market
outlook, the board has determined that
maintaining the progressive dividend policy
would have constrained the business and
acted against shareholders’
long-term interests.
We have therefore replaced the progressive
dividend policy with an approach that will allow
the distribution of returns to better reflect the
company’s position and outlook.
We recognise that this decision may disappoint
some of our shareholders but we believe our
new dividend policy better reflects the cyclical
nature of our industry. For 2016, we intend that
the full year dividend will be no less than
110 US cents per share.
Our goal is to maintain balance sheet strength
and deliver shareholder returns through the
cycle. We believe the quality of our assets
provides a sound base for future returns.

Our public and community role
Over the past year, considerable action has
taken place to reduce trade barriers, lift
people from poverty and protect the
environment. As a leading global company,
Rio Tinto has publicly engaged in
support of these efforts.
During 2015 we were an active participant in
the business community advisory group to
G20 leaders, providing a business perspective
on drivers for economic growth and supporting
public policy that advances sustainable
economic development.
In October, the Trans-Pacific Partnership (TPP)
was secured after seven years of negotiations
among 12 countries in the growing
Pacific region. The TPP promises to
open markets in the region and secure the
rules-based trading system upon which
companies like Rio Tinto and our
customers depend.
In December, during the annual Conference of
Parties 21 (COP21), a global agreement was
reached to address climate change. Rio Tinto
signed the Paris Pledge for Action to reduce
greenhouse gas emissions, which is a further
example of our commitment to be part of the
climate solution.
Central to this, we set quantified emissions
intensity reduction goals. Over the last
seven years we have achieved
(a) Summarised on page 24.

a reduction of more than 21 per cent in our
emissions intensity, exceeding the targets we
set. We have extended our GHG emissions
intensity target to 2020. The new target is for a
24 per cent reduction from our 2008 baseline.
For the long term, we are committed to
significantly decarbonising our business by
2050 and making our businesses and projects
resilient to climate change impacts. To drive
this internally, we are building climate change
related metrics into our planning, risk and
investment decisions.
Society’s expectations are increasing, both in
terms of the visibility of our public promises and
the transparency of our local actions. In light of
the restructuring occurring across the extractive
sector, some of our stakeholders may question
the value of our industry and the role we play.
But when you consider that in the five years to
the end of 2015, Rio Tinto’s direct economic
contribution(a) has exceeded US$265 billion,
we believe the value we bring is clear. We
also lead our industry in tax transparency,
through the publication since 2010 of our
annual Taxes paid report.

Active governance
In May 2015, Lord Kerr and Michael Fitzpatrick
stepped down as non-executive directors after
many years of significant service on the board.
In May 2016, Richard Goodmanson will retire
from the board after 11 years. I am very
grateful to them all for their considerable
contribution and tremendous commitment to
Rio Tinto over many years.
A key role of the board is to ensure adherence
to the company’s strategy and plan for future
growth. With this in mind the board visited
two of our world-class businesses in 2015 to
get a first-hand view of the company’s assets
and people: our modernised aluminium
smelter at Kitimat in British Columbia, Canada,
and our bauxite operations at Weipa in
Queensland, Australia.

Moving forward with confidence
Despite the uncertain conditions that we
currently face, the long-term outlook for our
sector remains positive.
In the next 15 years, the world’s population
will increase by more than one billion people
and almost half a billion people in China,
India and the Association of Southeast Asian
Nations (ASEAN) region will move from rural to
urban environments.
These factors drive demand for the minerals
and metals we produce, as essential
ingredients of modern life.
I would like to congratulate our diverse team of
talented employees around the world. Without
their enthusiasm and commitment to integrity
we would not be the strong values-driven
company we are. On behalf of the board, thank
you for your continued support.

Jan du Plessis
Chairman
2 March 2016

Dear shareholders,
The past year created significant challenges
for our industry, and against this backdrop we
have again delivered robust financial and
operational performance.
In 2015 our focus on cash generation was
relentless. We reduced our cost base by
US$1.3 billion, exceeding our revised target of
US$1 billion. We lowered our capital
expenditure to US$4.7 billion and we ended the
year with net debt at US$13.8 billion.
Our performance is important because we
delivered on our targets, and because we did
what we said we would do: focus on value and
meet our commitments to improve the
business for you, our shareholders.
Rio Tinto’s proactive actions over the past
three years mean we have one of the strongest
balance sheets in the industry. We have
reduced our costs by over US$6 billion since
the start of 2013, reshaped and strengthened
our portfolio, and reduced capital expenditure
and working capital. As a result of these
actions, we have returned over US$13 billion of
cash to shareholders since 2012.
This performance is due to the hard work of our
talented employees around the world, the
superior quality of our Tier 1 assets and our
operating and commercial excellence.
While we have achieved a great deal, we
recognise the current market environment
requires even more from us. This is why we
have announced a new pre-emptive package
of measures. Over the next two years, we
aim to cut operating costs by a further
US$2 billion, remove US$3 billion of capital
expenditure, compared with our previous
guidance, and implement a new dividend
policy, as explained by our chairman in his
letter on the previous page.

In February at Zululand Anthracite Colliery in
South Africa, security officer Themba Thusi
died when the car he was driving rolled on a
bend on a gravel road.
In May at Rio Tinto Fer et Titane in Canada,
Luc Trudel died while working in a team using
a high-pressure water hose to perform a
cleaning task.
In August in Guinea, Mohamed Lamine Cherif
drowned when a bridge on a public road to our
Simandou operation collapsed and his truck
became submerged.
To help us eliminate fatalities we will
implement a new programme, critical risk
management (CRM), across the Group. CRM
involves every person identifying the risks in a
given task, and verifying appropriate controls
are in place before starting the activity.

World-class assets and
performance
The steep fall in a range of commodity prices
has been particularly challenging for our
industry and has had a direct impact on our
earnings. Within this environment, the
company’s world-class businesses remain
focused on generating superior margins
and cash.
In 2015 our iron ore business delivered
underlying earnings of US$3.9 billion and
closed the year with Pilbara FOB EBITDA
margins of 60 per cent.
The focus of our iron ore business in 2015
centred on extracting full value from the
investments we have made in our assets
and infrastructure.
During 2016 we will celebrate 50 years of iron
ore exports from Australia and our business
remains the cost and quality standard by which
others seek to be measured.

These significant actions provide us with the
confidence that we remain well positioned to
maintain balance sheet strength and deliver
shareholder returns through the cycle.

Rio Tinto has the world’s best aluminium
business with global smelting assets averaging
in the first quartile of the industry cost curve
and a leading position in bauxite.

Safe and reliable operations

The product group achieved a solid
performance in 2015, with underlying earnings
of US$1.1 billion despite lower prices.
Integrated EBITDA margins increased year-onyear to 31 per cent.

Safe and reliable operations will always be our
number one goal.
We have made real progress to reduce
employee injury rates across our business. In
2015 we achieved the lowest injury frequency
rate in Rio Tinto’s history but we must do more
to eliminate fatalities.
Tragically, four of our colleagues lost their lives
at our operations in 2015 and our thoughts are
with their families and friends.
In January at QIT Minerals in Madagascar,
Todson Rafaralahiniriko drowned when the
excavator he was operating slid down a tailings
embankment into water.
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Chief executive’s statement
The Diamonds & Minerals product group
continues to focus on cash generation.
Underlying earnings of US$189 million were
30 per cent lower than 2014, primarily driven
by lower sales prices and reduced volumes in
response to soft market conditions. The
product group continues to optimise
production to align with market demand.
The Argyle diamond underground mine
continued to ramp up throughout 2015.

Portfolio renewal and growth
In 2015 we announced the sale of our interest
in the Bengalla thermal coal joint venture. This
completed on 1 March 2016 and Rio Tinto
received consideration of US$0.6 billion. In
January 2016 we announced the sale of our
share of the Mount Pleasant thermal coal
assets in Australia. That sale is expected to
close in the second half of 2016.
During the year we also sold our interest in the
Murowa diamond mine in Zimbabwe and a
number of Rio Tinto Aluminium’s ancillary
businesses in Europe.
Asset sales announced or completed since
the end of 2012 have realised more than
US$4.7 billion, which has been used to
reduce debt, deliver returns to shareholders,
or fund growth.
In 2015, we cut our capital expenditure to
US$4.7 billion but not at the expense of
facilitating high value growth options. The four
major projects we progressed last year
exemplify the diverse nature of our portfolio
and commitment to quality growth: the
completion of the Pilbara iron ore
infrastructure; the pouring of first hot metal at
the modernised Kitimat smelter; the project
financing package agreed for Oyu Tolgoi
underground; and the approval of the Amrun
bauxite project.
Each is unique. All are world-class and ideally
positioned on the cost curve to deliver value for
many years.
In the Pilbara in Australia all key elements of
our growth infrastructure are now largely
complete and our focus has shifted to
generating maximum value from our assets
and installed capacity.

The Copper & Coal product group, impacted by
lower prices, delivered underlying earnings of
US$274 million.

Kitimat in Canada is now one of the world’s
most modern large-scale aluminium smelters.
It uses our energy efficient proprietary
technology. Its ramp-up is well under way and
it is expected to achieve nameplate capacity in
the first half of 2016.

Rio Tinto’s share of mined copper production
was lower, as anticipated, principally driven by
Rio Tinto Kennecott where efforts were
undertaken to de-weight and de-water the
east pit wall, following the slide in 2013.
Coking coal production increased in 2015
versus 2014, and thermal coal production was
broadly in line with 2014.

In December the development of the
Oyu Tolgoi underground copper mine in
Mongolia took an important step forward with
the signing of the US$4.4 billion project
financing agreement. Next steps include
securing all necessary permits, finalising the
feasibility study, and consideration of approval
of the project by the various boards.
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Chief executive’s statement
continued

The planned output from the Amrun bauxite
mine in Australia, due from 2019, is partly
expected to replace production from the
depleting East Weipa mine which has been a
reliable supplier of quality bauxite for more
than 50 years.

Technology and environmental
leadership
Technology and innovation has been one of
Rio Tinto’s strengths for decades.
In 2015, at our iron ore operations in the
Pilbara we deployed our 71st automated truck
and we are progressing advancement of the
world’s first fully autonomous, heavy-haulage,
long-distance rail system.

In my time in the industry I have seen many
cycles. Those companies, like ours, with the
highest-quality assets and the financial
strength to invest through the cycle are those
that can deliver long-term value.
So we have set stretching but realistic
ambitions and we will make best use of
our strengths.
In the year ahead we will do all we can to
improve our safety and business performance,
continue our focus on cash, and preserve the
strength of our balance sheet.
I would like to close by thanking our
stakeholders for their trust, and you, our
shareholders, for investing in Rio Tinto.

We are also trialling drones to measure
stockpiles and assist with many tasks,
including maintenance and
environmental programmes.
Technology can also drive energy and
water efficiency and reduce our
environmental footprint.
As a business, we must ensure our operations
are safe and well managed from an
environmental perspective.
In August we further strengthened our tailings
and water storage standards. Across the Group
we have a provision of US$8 billion for future
rehabilitation and closure costs.
We have many award-winning examples of
mine rehabilitation and restoration. In March
2015, we agreed to relinquish
175,000 hectares of land on the Mitchell
Plateau to help establish Australia’s largest
national park, covering over two million
hectares across the Kimberley region of
Western Australia.
Our Sustainable development section provides
more details on our performance in this critical
area (see page 22).

Ready for new challenges
It is a source of great pride to see Rio Tinto
people in action, at work and in the community
helping us build a more resilient and trusted
business.
The actions of all of our people around the
world sustain a vibrant and values-driven
culture which is at the heart of our company.
The year ahead is expected to be particularly
tough for our industry but we have taken
further proactive measures from a position
of strength.
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Sam Walsh AO

Chief executive
2 March 2016

Global economy

Drivers of commodity prices

For the fourth year running, the global
economy grew at a moderate rate of around
three per cent in 2015, below consensus
expectations at the start of the year. Global
growth was held back by slowing emerging
economies that faced a challenging dynamic of
subdued global trade and falling commodity
prices. Developed economies were on a
stronger footing, but seven years on are still
struggling to fully extricate themselves from
the aftermath of the global financial crisis.

Long-term structural economic trends are
important drivers of future commodity prices
through their effects on commodity demand.
The economic development and urbanisation of
emerging countries goes through an initial
investment-led growth phase, which is
particularly commodity-intensive. This benefits
commodities such as the steel and copper used
in construction and infrastructure. As
economies evolve over time, other
commodities such as light metals, energy
products and industrial minerals tend to take
over as the main enablers of consumption-led
growth models.

China’s GDP growth slowed moderately to just
below seven per cent, but this had a strong
impact on metals and minerals demand,
because most of 2015’s economic weakness
was concentrated in the commodity-intensive
construction and industrial sectors. Some signs
of stabilisation started to appear during the
second half of the year, although from a weak
base. In particular, policy measures introduced
by the Chinese Government supported a pickup in housing sales. While this stopped the rise
in property inventories, these remain elevated,
delaying growth in construction activity.
China’s central bank also gradually shifted
exchange rate policies throughout the year.
The US Federal Reserve’s first interest rate
hike since the financial crisis was initially
interpreted by the markets as a sign that the
US economy continued to strengthen in 2015.
Consumer demand is strong and was
supported by improvements in the labour
market. However, growth momentum was
dampened by the impact of lower oil prices on
US energy sector investment and by a
manufacturing sector struggling with a
stronger dollar. The rally in the US currency,
which started in the second half of 2014,
continued throughout 2015, with the tradeweighted index reaching levels last seen in
2003. Europe benefited from the currency
trends, and while growth remains modest,
2015 saw the most solid performance in the
eurozone since 2011. This enabled the Greek
crisis, which unfolded throughout the year, to
remain relatively well contained.
Growth in developed economies was not
sufficient to support strong global trade. This
negatively impacted emerging markets, with
currencies, debt and fiscal positions of
commodity exporters under further stress from
low oil and minerals prices. Currencies in
developed commodity-dependent economies
such as Australia and Canada were under
lesser pressure but still depreciated against
the US dollar by 11 and 16 per cent
respectively through the year.

Combined with high capital intensity and long
project lead times, the long-term nature of
mining investment tends to result in cyclical
investment patterns in the industry, which
translates into cyclical commodity prices. Over
the past couple of years, the industry has
moved into the low phase of the cycle.
Investments made during the previous period
of high prices and margins have started to
deliver new supply, into a context of
decelerating demand from China. With markets
for most metals and minerals moving into
oversupply, the focus of the industry has
shifted away from capital investment and
toward strategies focused on strengthening
balance sheets through productivity and cost
reduction initiatives.

Commodity markets
The cyclical downturn deepened in most
commodity markets in 2015. The iron ore price
dipped below US$40/dry metric tonne CFR
(cost and freight) towards the end of the year,
representing an 80 per cent fall from the peak
of the market in 2011. Given its exposure to
property and investment trends, domestic
finished steel consumption in China fell by
between four and five per cent. China’s iron ore
requirement proved more stable due to a
combination of record steel products exports
and a declining share in scrap use.
Nevertheless, this was far from sufficient to
absorb the growth in low-cost seaborne
supplies from the iron ore majors. Price
pressures led to about 130 million tonnes in
high-cost production cuts from China and
marginal seaborne suppliers, in addition to the
125 million tonnes of exits in 2014.
Prices for several other commodities, such as
aluminium, and thermal and metallurgical coal,
are at levels preceding the start of the China
boom in 2005 or only seen briefly in the depth
of the global financial crisis. Strong Chinese
supply and slow curtailments have exacerbated
global market imbalances in each of these
three commodities. As a result, prices are
cutting deep into global cost curves despite
significant reductions in costs, weaker
currencies and lower energy input prices.
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Strategic context
Revenues for aluminium producers also
suffered from a rapid fall in regional
market premia.
Bauxite and copper have not experienced
prices cutting as deep into their respective
global cost curves, although downward
pressures have gradually been building up.
Malaysia has replaced Indonesia as the main
source of bauxite imports into China, meaning
that stockpiles that were built up ahead of the
Indonesian export ban are not being drawn
down as expected. Nevertheless, with further
additions of alumina refining capacity in China’s
coastal province of Shandong, demand for
imported bauxite remained strong. In the
copper market, a combination of mine
disruptions, mine shutdowns and project
deferrals dampened the ramp-up in new
supply. Reported copper inventories drifted
down through the second half of 2015 and
remained at levels representative of a
balanced market. This was not sufficient to
stop a gradual erosion in price, with
expectations of continued supply growth from
expansions reaching their commissioning
phase late in the year.
The absorption of excess titanium dioxide
pigment and feedstocks inventories has been a
drawn-out process since 2012. It continued into
2015, with producers of high-grade feedstocks
curtailing more capacity.

Outlook
The macro and market environment in 2015
presented significant challenges for industry
margins. High-cost marginal supply is seen
exiting across most commodity markets. But
this is a long process and in the absence of a
turnaround in demand, it is difficult to see
supply withdrawals having a strong positive
impact on commodity prices in the short term.
The macroeconomic consensus points to a
moderate improvement in global growth in
2016. Meanwhile, China is expected to further
progress the transition towards its “New
Normal”, resulting in a less commodityintensive and slower growth path.
This is a context in which producers at the
lower end of the cost curve and those working
hard to reduce costs and improve productivity
should outperform the broader industry.
Longer-term demand prospects remain
positive and we expect this will support a
recovery out of the current cyclical low phase.
For some commodities, especially those facing
stronger mine depletions, this will be amplified
by recent cutbacks in capital spend.
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Key performance indicators
Our key performance indicators
(KPIs) enable us to measure our
financial and sustainable
development performance. Their
relevance to our strategy and our
performance against these
measures in 2015 are explained on
these pages.

Indicator

All injury frequency rate (AIFR)
Per 200,000 hours worked

Underlying earnings (a) (b)
US$ millions

Net cash generated from
operating activities (a)
US$ millions

This is a key financial performance
indicator used across the Group. It
gives insight to cost management,
production growth and
performance efficiency. We are
focused on reducing operating
costs further to help us deliver
returns to shareholders through
the cycle.

Net cash generated from
operating activities is a
complementary measure
demonstrating conversion of
underlying earnings to cash. It
provides additional insight to how
we are managing costs and
increasing efficiency and
productivity across the business.

Relevance to strategy

Some KPIs are used as a measure in
the long-term incentive
arrangements for the remuneration
of executives. These are identified
with this symbol:

The safety of our people is core to
everything we do. Our goal is zero
harm, including, above all, the
elimination of workplace fatalities.
We are committed to reinforcing
our strong safety culture and
improving safety leadership.

See the Remuneration Report
67

Performance

14,286

15,078

9,305

10,217

9,383

9,430

2013

9,269

0.65

2012

0.44

0.67

2011

0.59

0.67

The Group’s performance against
each KPI, and explanations of the
actions taken by management to
maintain and improve performance
against them, are covered in more
detail in later sections of this Annual
report. Explanations of the actions
taken by management to maintain
and improve performance against
each KPI support the data.

20,235

15,572

KPI trend data

4,540

2014

2015

Our AIFR has improved by
34 per cent over the last five
years. We improved our AIFR by
25 per cent from 2014. However,
we did not meet our goal of zero
fatalities and four people died
while working at Rio Tinto
managed operations in 2015.

2011

2012

2013

2014

2015

2011

2012

2013

2014

2015

Underlying earnings of
US$4.5 billion, were US$4.8 billion
lower than 2014, with cash cost
improvements, higher volumes,
lower energy costs, positive
currency and other movements
(totalling US$2.9 billion) partly
offsetting the US$7.7 billion
(post-tax) impact of lower prices.

The Group generated net cash
from operating activities of
US$9.4 billion, as lower taxes paid
and further improvements in
working capital partly offset the
impact of lower prices.

Items excluded from net
earnings to arrive at underlying
earnings are explained in note 2
“Operating segments” to the
2015 financial statements.

Net cash generated from
operating activities represents the
cash generated by the Group’s
consolidated operations, after
payment of interest, taxes, and
dividends to non-controlling
interests in subsidiaries.

Notes:
(a) The accounting information in
these charts is extracted from the
financial statements.
(b) Underlying earnings is a key financial
performance indicator which
management uses internally to
assess performance. It is presented
here as a measure of earnings to
provide greater understanding of the
underlying business performance of
the Group’s operations. Items
excluded from net earnings to arrive
at underlying earnings are explained
in note 2 to the 2015 financial
statements. Both net earnings and
underlying earnings deal with
amounts attributable to the owners
of Rio Tinto. However, IFRS requires
that the profit for the year reported
in the income statement should also
include earnings attributable to noncontrolling interests in subsidiaries.

Definition

AIFR is calculated based on
the number of injuries per
200,000 hours worked. This
includes medical treatment
cases, restricted work-day and
lost-day injuries for employees
and contractors.

More Information
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Total shareholder return (TSR)
%

Net debt(a)
US$ millions

Capital expenditure(a)
US$ millions

Greenhouse gas (GHG)
emissions intensity
Indexed relative to 2008
(2008 being equivalent to 100)

The aim of our strategy is to
maximise shareholder value.
This KPI measures performance in
terms of shareholder wealth
generation. We also monitor
relative TSR performance against
the Euromoney Global Mining
Index of peers and the MSCI
World Index.

Net debt is a measure of how we
are managing our balance sheet
and capital structure. A strong
balance sheet is essential for
withstanding external pressures
and seizing opportunities through
the cycle.

We are committed to a disciplined
and rigorous investment process –
investing capital only in assets
that, after prudent assessment,
offer attractive returns that are
well above our cost of capital.

We are committed to reducing
the energy intensity of our
operations and the carbon
intensity of our energy, including
through the development and
implementation of innovative
technologies. Our GHG
performance is an important
indicator of this commitment and
our ability to manage exposure to
future climate policy and
legislative costs.
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Rio Tinto’s TSR performance from
2011 to 2015 has been impacted
by volatility in global equity
markets, with particular impacts
on the mining sector. Rio Tinto plc
and Rio Tinto Limited share prices
ended significantly lower in 2015.
With a TSR of (26.6) per cent in
2015, the Group outperformed
the Euromoney Global Mining
Index of peers by ten percentage
points but underperformed the
wider market measured by the
MSCI World Index which was up
2.6 per cent in 2015.

Net debt increased from
US$12.5 billion to US$13.8 billion,
with free cash flow partly funding
the US$2.0 billion share buybacks, which were completed
during 2015.

We have reduced capital
expenditure by US$3.5 billion to
US$4.7 billion in 2015, including
US$2.1 billion of sustaining capital
expenditure, benefiting from the
completion of major projects and
continued capital discipline.

We have exceeded the targeted
ten per cent reduction in GHG
emissions intensity from 2008. At
the end of the target period we
have reduced our total GHG
emissions intensity by 21.1 per
cent between 2008 and 2015.
This is largely a result of the
aluminium smelter divestments
(Ningxia in 2009, Sebree and
Saint Jean in 2013, Alucam in
2014); closures of the Anglesey
smelter in 2009 and the
Lynemouth smelter in 2012; and
commencement of low-intensity
operations (Kitimat smelter and
the Oyu Tolgoi copper-gold mine)
in 2015.

TSR combines share price
appreciation and dividends paid
to show the total return to
the shareholder.

Net debt is calculated as: the net
borrowings after adjusting for
amounts due to equity accounted
units originally funded by
Rio Tinto, cash and cash
equivalents, other liquid resources
and derivatives related to net debt.
This is further explained in note 24
“Consolidated net debt” to the
2015 financial statements.

Capital expenditure comprises the
cash outflow on purchases of
property, plant and equipment,
and intangible assets.

Our GHG emissions intensity
measure is the change in total
GHG emissions per unit of
commodity production relative to
a base year. Total GHG emissions
are direct emissions, plus
emissions from imports of
electricity and steam, minus
electricity and steam exports
and net carbon credits
purchased from, or sold to,
recognised sources.
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Group strategy
Challenging market conditions
The mining sector is facing very challenging
market conditions. In response to these
challenges, we have redoubled our focus on
productivity, cost reductions and capital
discipline across our business – squeezing the
maximum possible returns from our existing
businesses and ensuring only the best growth
projects attract fresh capital. While others in
the sector have embarked on similar paths, our
early and decisive action in this area is bearing
fruit. Financial strength has become a key
differentiator in the sector, and our balance
sheet remains strong relative to industry peers.
Looking beyond the current challenges and
uncertainty, the long-term outlook for the
mining sector remains positive. In the period
to 2030, we expect 220 million new urban
residents in China alone. In India and ASEAN,
current trends indicate that around
250 million people will urbanise over that
same period. GDP growth in emerging Asian
economies outside China is expected to
average around five to six per cent per
annum over the next 15 years. These
factors drive demand for the minerals and
metals we produce, as essential ingredients
of modern life.

Consistent strategy underpinned by
six value drivers
A clear and effective strategy is critical to
surviving and outperforming in today’s
challenging market conditions. We remain
convinced that our longstanding and
consistent strategy is the right one: to invest
in and operate long-life, low-cost,
expandable operations in the most attractive
industry sectors.
Six critical drivers underpin our value
proposition, and combine to create a unique
platform for our ongoing success.
1. World-class portfolio
At the heart of Rio Tinto is a portfolio of worldclass assets – from our Pilbara iron ore
business, to our Queensland bauxite ore
reserves, our hydro-powered aluminium
smelters, our global suite of copper mines and
our sector-leading energy, diamonds and
minerals assets. We use a clear strategic
framework to assess our existing assets and
new opportunities – taking into account the
industry attractiveness and the competitive
advantage of each asset, and its capacity to
deliver best-in-class returns.

In 2015, we:
– Announced increases of our Pilbara iron ore,
Diavik diamond, Escondida copper and Hail
Creek coal reserves.
– Achieved first production from the
modernised Kitimat aluminium smelter
in Canada.
– Agreed the sale of our interest in the
Bengalla coal joint venture in Australia
which completed on 1 March 2016.
– Announced that we supported Energy
Resources of Australia’s decision not to
proceed with the Final Feasibility Study of
the Ranger 3 Deeps project. We also
determined that we did not support any
further study or the future developmement
of Ranger 3 Deeps due to the project’s
economic challenges.
– Completed the sale of our interests in
Murowa Diamonds and Sengwa Colliery
in Zimbabwe.

Our six value drivers

A world-class
portfolio

Free cash
flow generation

Quality growth

Sustainable
shareholder
returns
Capital
allocation
discipline

Operating
and commercial
excellence
Balance sheet
strength
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In 2015, we:
– Reduced capital expenditure from
US$8.2 billion in 2014 to US$4.7 billion.
– Completed the Pilbara infrastructure
project on time and with the rail and port
components of this project at a capital cost
below initial estimates.
– Approved US$1.9 billion capital expenditure
for the Amrun bauxite project due to
commence production in 2019.
– Signed a US$4.4 billion project financing
agreement for the proposed Oyu Tolgoi
underground expansion.
3. Operating and commercial excellence
The safety of our people is core to everything
we do. A well-run operation is a safe operation.
Our commercial activities ensure we reap the
maximum value from each of our businesses.
Our marketing teams work hand-in-hand with
our operations, so that our resource
management is fully aligned to the market.
We have established a leading position in the
development and use of technology and
innovation – allowing us to deliver more
tonnes, more cheaply and with less risk. As the
industry faces increasingly complex geological,
environmental and cost pressures, technology
will be an increasingly important value driver.
Over the years we have leveraged our
understanding of customer needs to create
new markets for our products, including
champagne and pink diamonds. We deploy
industry-leading capabilities in supply chain
optimisation and a variety of logistics solutions
across the Group – and have in-house centres
of excellence for value-in-use analysis, pricing
and contracting strategies. Together, these
activities allow us to manage risk and capture
value in all market conditions.

In 2015, we:

Our 2016 strategic priorities

– Reduced our all injury frequency rate to
0.44 per 200,000 hours worked at the end
of the year, compared with 0.59 in 2014.
Regrettably we did not meet our goal of
zero fatalities.
– Achieved US$1.3 billion of sustainable
operating cash cost improvements
(including exploration and evaluation
savings), 35 per cent above target.
– Reduced exploration and evaluation spend
by a further US$0.2 billion.
– Streamlined our organisational structure
by reducing from five to four product
groups and reshaping a number of
corporate functions.

We will continue to focus on our critical value
drivers in 2016.

4. Balance sheet strength
In a cyclical and capital intensive industry such
as mining, a strong balance sheet is essential in
order to preserve optionality and generate
shareholder value through the cycle. We target
a net gearing ratio of 20 to 30 per cent in order
to maintain our robust balance sheet. This
target positions us favourably to withstand
current industry pressures and seize any
opportunities these market conditions create.
At the end of 2015 our net gearing ratio
was 24 per cent, in the lower half of our
target range.
5. Capital allocation discipline
We adopt a consistent and disciplined approach
to capital allocation. Our first allocation is to
necessary sustaining capital. Next, we fund our
primary contract with our shareholders – the
ordinary dividend. Finally, we assess the best
use of the remaining capital between
alternatives of compelling growth, debt
reduction and further cash returns to
shareholders. At each stage, we apply stringent
governance and assessment criteria to ensure
that every dollar is spent in the right way.
In 2015, we adhered to our disciplined capital
allocation framework, resulting in: sustaining
capital of US$2.1 billion, dividends of
US$4.1 billion, compelling growth capital of
US$2.6 billion and a share buy-back of
US$2.0 billion.

As always, we will maintain our relentless
focus on safety, continuing to target fatality
elimination, catastrophic event prevention
and injury reduction.
We will continue to build strong and lasting
relationships with local and regional host
communities and governments, and mitigate
the impacts that our activities and products
have on the environment.
Generating and conserving cash will be a key
business imperative during 2016. We will
continue to ensure our capital is deployed in
the most efficient way, and will continue to
reshape our portfolio to focus on the
highest-returning assets in our preferred
industry sectors.
We will further enhance our portfolio as we
progress a number of key growth projects,
including the Amrun bauxite project and the
preparatory work for the proposed
underground expansion of Oyu Tolgoi.
Importantly, we will deliver measured, valueadding growth while maintaining our capital
expenditure at around US$4.0 billion in 2016.
Our strong focus on costs will continue in
2016, as we target further operating,
exploration and evaluation cost savings of
US$1.0 billion and continue to reduce our
working capital.
We will continue to leverage our strength in
technology and innovation, and our leading
commercial capabilities, to ensure we remain
the supplier of choice to our customers and
maximise the cash generated from every
business.
Maintaining our balance sheet strength will
remain a core priority. We aim to maintain our
gearing ratio between 20 per cent and
30 per cent.

6. Free cash flow generation
Over recent years we have made ongoing
improvements to our business – increasing our
productivity, reducing operating and capital
costs and delivering incremental volume
expansions from high quality projects.
Together with the quality of our asset base,
these actions enhance our capacity to generate
free cash flows.
In 2015, tight management of working capital
generated a cash inflow of US$1.5 billion, aided
by lower commodity prices.
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2. Quality growth
We have a high-quality pipeline of both nearterm and longer-dated projects across the
portfolio. By reinforcing capital discipline and
reshaping our projects, we have retained
significant, high-quality growth despite further
reducing our capital expenditure. Our project
pipeline has a compelling internal rate of
return and is expected to deliver strong
volume growth.

Business model
How we create value
Rio Tinto owns a global and diversified
portfolio of world-class assets: the result of
investment decisions made in line with our
longstanding strategy (see page 10).
We create value through the way we find,
develop and operate these assets, how we
market the minerals and metals they
produce, and the legacy we leave at the end
of their lives.

We look for deposits in our preferred
commodities at both new, “greenfield”
locations and within the orbit of our current
operations. Our in-house exploration team
has a multi-decade track record of discovery
of Tier 1 orebodies in both greenfield and
brownfield settings. To maintain our focus on
targets that are important to Rio Tinto, we run
most exploration programmes ourselves, but
we will partner with others if it gives us
access to skills or opportunities that we do
not possess in-house.
Our exploration teams are often the first
contact with people we may work alongside
for decades, so we explore respectfully and
make sure we engage with communities from
an early stage.
Using our orebody knowledge, we develop our
resources and position our products in the
marketplace in ways that add value and
support the Group’s investment decisionmaking. Our geological expertise gives us the
confidence to keep looking for the most
elusive discoveries. And we have a strong
tradition of developing innovative
technologies to resolve specific exploration
challenges.

To optimise the value of our portfolio over
time, we pursue opportunities for productivity
improvements, cost reductions and prudent
growth. We are committed to running and
growing our business in ways that are
increasingly safer, smarter and more
sustainable.
Our competitive advantages stem from the
capabilities and behaviours of our people

Our approach is to develop orebodies so that
they deliver value over the long term. We
apply rigorous assessment and review
processes that ensure we only approve
investments that offer attractive returns well
above our cost of capital. We assess the
spectrum of risk and how we will manage it
(see page 14).
Once we have confirmed the value of a
resource and received internal and external
approvals to develop it, the project moves
into the implementation phase and is handed
to the product group to manage. The product
groups work in partnership with Rio Tinto
Projects – part of the Technology &
Innovation group
(see page 41).
As we develop an operation, we plan the most
efficient configuration for mining the orebody
and getting the products to market. We work
closely with our customers to create demand
that maximises the value of the deposit over
its lifetime. We also work in partnership with
host governments and communities,
identifying ways in which we can deliver
mutual benefits from the development of our
operations.

and the quality of our assets. Coupled with
our framework for managing risk effectively,
these provide strength across the cycle, and
through the challenges that the external
environment presents (see page 14).
Our approach is described in our business
lifecycle below, along with examples
showing some of the ways we differentiate
ourselves.

We create value by operating our assets
safely and efficiently, and by building on our
leadership position in low-cost operations.
With a global operating model, we can apply
standard processes and systems across the
Group in areas such as health, safety,
environment and communities, procurement,
operations and maintenance. This extends
the life of our equipment and optimises the
extraction of ore, meaning higher production,
lower costs and maximised value. Our
operations bring benefit to local economies by
providing employment opportunities,
procurement, and the transparent payment of
tax and royalties.
Our commitment to technology and
innovation also sets Rio Tinto apart. It enables
us to take advantage of opportunities that
may not be available to others, improves our
productivity and helps us tailor our products
to customer needs. We can use our network
of partnerships with academia, technology
suppliers and other experts to tap into
knowledge and technical prowess that
augment our own capabilities.

Differentiation in action:

Differentiation in action:

Differentiation in action:

Globally, we have offered to analyse rock
samples from prospective joint venture
partners using breakthrough mineralogical
technology. By detecting and analysing
“indicator minerals” in samples, this
technology can identify and prioritise targets
on exploration sites, potentially with great
precision. This approach supports our
commitment to boost exploration activity and
potentially allows us to find new exploration
partners.

In December 2015 the Rio Tinto board
approved investment of US$1.9 billion in the
Amrun project in Australia, one of the highest
quality bauxite projects in the world. Amrun
involves the construction of a bauxite mine
and associated processing and port facilities
on the Cape York Peninsula in north
Queensland. As well as being a long-life, lowcost, expandable asset, Amrun will provide
jobs and strengthen the region’s economy for
many decades.

Rio Tinto’s iron ore business is a leader in
automated mining technologies. In the
Pilbara, our fleet of 71 autonomous haulage
trucks has cut load and haul operating costs
by 13 per cent and increased effective
utilisation by up to 14 per cent. At the West
Angelas mine, fully autonomous drilling has
raised productivity, cut cost, and improved
safety and ore recovery.
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Delivering value for our
stakeholders
Shareholders
Our primary focus is on delivering shareholder
returns through the cycle. We do this by
balancing disciplined investment with prudent
management of our balance sheet and
shareholder returns – as shown in our
approach to capital allocation (see page 30).
Through our global footprint and diverse
portfolio, we are also able to create value for
our other stakeholders in a variety of ways.

Our business is based on the supply of highquality products that have been developed to
meet our customers’ needs. The minerals and
metals we supply – mostly to industrial
companies that process them further – are the
building blocks of value-added goods. Our
diverse portfolio allows us to respond to
demand throughout countries’ economic
development cycles, including in infrastructure,
transport, machinery, energy and consumer
goods.

Closure planning is part of every asset’s life
cycle, from the earliest stages of
development. We aim to progressively
rehabilitate as much land as possible before
closure. And when a resource reaches the
end of its life, we seek to minimise its
financial, social and environmental impact
by finding sustainable and beneficial future
land uses. We identify post-closure options
that take into account stakeholders’
concerns and priorities.

Rio Tinto’s marketing teams work with our
operations to align our resource management
with market needs and to make sure we
improve our products and services in a way that
maximises value to customers. What we learn
from our markets and customers helps us to
refine our investment decisions. In many cases
we deliver products ourselves, with logistics
capabilities that include our own networks of
rail, ports and ships.

Customers
We supply our customers with the right
products at the right time, so they can add
value by turning them into the end products
that society needs to sustain and enhance
modern life.
Communities
Our operations create jobs for local
communities and can open up new markets for
local suppliers. Communities often benefit
from the infrastructure we put in place and
once our operations are closed, we restore the
sites – for instance for community use, new
industry, or back to native vegetation.
Our people
We invest in our people throughout their
careers, offering diverse employment
prospects, opportunities for development, and
competitive rewards and benefits that have a
clear link to performance.

Differentiation in action:

Differentiation in action:

Our Diamonds & Minerals business takes a
“market-to-mine” approach, working closely
with customers to understand their needs,
provide solutions to their problems and
maximise the value we achieve for our products.
A partnership between Rio Tinto Minerals and
Australia’s University of Wollongong is seeking
to find new energy-related applications for
boron – found in our borate minerals, such as in
hydrogen storage and advanced batteries.

Working in land management and
rehabilitation at the Weipa bauxite mine in
Australia provides Indigenous employees
with professional opportunities that align
closely with their cultural connection to the
land. Some of this work is done in the on-site
nursery, where seedlings are nurtured
before being planted out to restore the
forest canopy, and benefits from our
Indigenous employees’ unique
understanding of the geography and climate.

Governments
We are often a major economic contributor
to the local, state and national jurisdictions in
which we operate. Our tax and sovereign
equity contributions enable governments
to develop and maintain public works, services
and institutions. We help create growth
that endures far beyond the active life of
our operations.
Suppliers
By seeking the right balance of global, national
and local supply capability, and supporting
local supplier development wherever possible,
we drive value for our shareholders and deliver
economic benefits for the communities in
which we operate.
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Risk management
Rio Tinto is exposed to a variety of risks that
can have financial, operational and compliance
impacts on our business performance,
reputation and licence to operate. The board
recognises that creating shareholder returns is
the reward for taking and accepting risk. The
effective management of risk is therefore
critical to supporting the delivery of the
Group’s strategic objectives.

Risk management framework
Rio Tinto’s risk management framework
reflects our belief that managing risk
effectively is an integral part of how the Group
creates value, and fundamental to the Group’s
business success. The responsibility for
identifying and managing risks lies with all of
Rio Tinto’s managers and business leaders.
They operate within the Group-wide framework
to manage risks within understood thresholds.
The framework includes clearly defined
oversight responsibilities for the board and the

Executive Committee, who are supported by
the Risk Management Committee (an executive
management committee chaired by the chief
executive) and central support functions
including Group Risk and Group Audit and
Assurance, to enable effective risk
identification, evaluation and management
across Rio Tinto.
This approach reflects a “three lines of
defence” model for the management of risks
and controls:
– First line of defence: ownership of risk by
the operations.
– Second line of defence: control of risk by
central support functions and the Risk
Management Committee.
– Third line of defence: assurance of systems of
internal control by Group Audit & Assurance.
The key risk management responsibilities
throughout the Group are outlined below.

Approach
The Group’s approach to risk management,
underpinned by the Risk policy and standard, is
aimed at embedding a risk-aware culture in all
decision-making, and a commitment to
managing risk in a proactive and effective
manner. This includes the early identification
and evaluation of risks, the management and
mitigation of risks before they materialise, and
dealing with them effectively in the event they
do materialise. Accountability for risk
management is clear throughout the Group and
is a key performance area of line managers.
To support risk understanding and
management at all levels, the Group Risk
function provides the necessary infrastructure
to support the management and reporting of
material risks within the Group, and escalates
key issues through the management team and
ultimately to the board where appropriate.
Group Risk also supports the Risk Management
Committee in its review of risk.

Risk management framework
– Determine the nature and extent of risk that is acceptable in pursuit of strategic objectives

– Provide oversight across the risk management process
Board committees

– The Audit Committee monitors and reviews at least annually the maturity and effectiveness of
management processes and controls designed to identify, assess, monitor and manage risk

Second line

Third
line

– The Audit and Sustainability Committees review periodic reports from management:
identifying the Group’s material business risks within the committees’ scope; and the risk
management strategies and controls applied
Group Audit
& Assurance

– Provide reasonable assurance that the systems of risk management, internal control and
governance are adequate and effective

Executive
Committee

– Set risk strategy and assess risks inherent in key investments and in strategic,
business or annual plans

Risk Management
Committee

– Oversee the risk management framework to facilitate the identification of significant risks
to Group-level objectives and ensure effective risk management processes are in place

Group Risk

– Provide co-ordination and support of Group-level risk management activity and reporting
– Embed risk management into core business processes, such as planning and capital allocation
– Build risk management capability and a risk culture throughout the Group

Other central
support functions
and management
committees

First line

Product groups
and central
functions,
executive / audit
forums

– Provide targeted expertise and support to risk owners
– Develop and maintain specific controls, including policies, standards and procedures,
to support the effective management of material Group-level risk within the agreed thresholds

– Assure first line of defence compliance with controls
– Monitor material risks and track activities to manage risk within their business activities,
and escalate where appropriate
– Consider risk and uncertainty in strategic and business planning and capital allocation proposals

Product groups
and business units

– Identify, assess and manage risks in operations and projects, utilising risk registers and our
Group-wide risk data system: RioRisk

Risk managers
and Risk Forum

– Provide technical expertise and risk management for line leaders and the product group
executive management teams
– The Risk Forum (risk managers across the Group) supports alignment, consistency and
continuous improvement of risk management
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Risk appetite and tolerances; strategic objectives; accountability to manage, audit and assurance

Oversight

– Confirm that management’s risk thresholds reflect the level of risk the board is willing to
accept in pursuit of strategic objectives

Escalation as appropriate, transparency and formal reporting

Board

The Group has material investments in a number
of jointly controlled entities. Where Rio Tinto does
not have managerial control, it is not always able
to ensure that management will comply with
Rio Tinto standards.

Principal risks and uncertainties
The principal risks and uncertainties outlined in
this section reflect the risks that could materially
affect Rio Tinto or its ability to meet its strategic
objectives, either directly or by triggering a
succession of events that in aggregate become
material to the Group. Rio Tinto’s business units
and functions assess the potential economic and
non-economic consequences of their respective
risks using the framework defined by the Group’s
Risk policy and standard. Once identified, each
principal risk or uncertainty is reviewed and
monitored by the relevant internal experts and by
the Risk Management Committee, the relevant
board committees and the board.
There may be additional risks unknown to
Rio Tinto and other risks currently not believed to
be material which could turn out to be material. In
previous years the Group has reported risks
related to climate change, community disputes,
discount rates, short-term cash generation
initiatives, technology and innovation, supply
chain and third party exposure, industrial
relations, availability of skilled resources, and
closure. The Group remains exposed to these
risks but does not consider them to be principal
risks currently (as defined below). Therefore they
are not discussed in detail in this section.
A number of them are, however, referred to in the
sustainable development section of this Annual
report on pages 22 to 28.

The principal risks and uncertainties listed in
this section may materialise individually,
simultaneously or in combination and could
significantly threaten the Group in the
following respects:
Business model
The basis on which the Group generates or
preserves value over the longer term, given its
market positioning as a global diversified
mining and processing business.
Future performance
The Group’s ability to deliver its financial plan
in the short to medium term.
Solvency
The Group’s ability to maintain an appropriate
capital structure and to meet its financial
liabilities in full.
Liquidity
The Group’s ability to meet its financial
liabilities as they fall due.
Health, safety, environment and communities
(HSEC)
The Group’s ability to send our employees
and contractors home safe and healthy every
day and work with our communities and
partners to achieve our sustainable
development goals.
Group reputation
The Group’s ability to maintain investor
confidence and our social licence to operate.

Robust assessment
The board confirms that, with the assistance
of management, it has carried out a robust
assessment of the principal risks of the Group
as detailed below (including those that would
threaten the business model, future
performance, solvency or liquidity) and has
also tested the financial plans of the Group for
each of these principal risks, and for a series
of severe but plausible scenarios, made up of
the concurrence or close sequence of a
number of principal and material risks.

Principal risks and uncertainties at a glance (2015 trend)
External
Increasing
risk

No change
in risk

Internal

Internal and external

Commodity prices
China development
pathway

Strategic partnerships
Jurisdictional risk

None

None

Execution of acquisitions
and divestments

Liquidity

Capital project development

Exploration and resources

HSEC

Business interruption

Business misconduct

Decreasing
risk

None

None

None

STRATEGIC REPORT

The process for identifying, evaluating and
managing the material business risks is designed
to manage, rather than eliminate, risk and where
appropriate accept risk to generate returns.
Certain risks, for example natural disasters,
cannot be managed using internal controls. Such
major risks are transferred to third parties in the
international insurance markets, to the extent
considered appropriate or possible.

Longer-term viability statement
Current business planning processes within
Rio Tinto require the preparation of detailed
financial plans over a three-year time
horizon. The Group’s strategy is developed,
and capital investment decisions are made,
based on an assessment of cash flows over a
multi-decade horizon, with financial
investment capacity regularly tested to
ensure capital commitments can be funded
in line with the Group’s capital allocation
model. This multi-year planning approach
reflects our business model of investing in,
and operating, long-life mining assets,
whose outputs we sell into commodity
markets over which we have limited
influence.
The planning process requires modelling
under a series of macroeconomic scenarios
and assumptions of both internal and
external parameters. Key assumptions
include: projections of economic growth,
and thus commodity demand in major
markets, primarily China; commodity prices
and exchange rates, often correlated; cost
and supply parameters for major inputs
such as labour and fuel; and a series of
assumptions around the schedule and cost
of implementation of organic and inorganic
growth programmes.
Reflecting the speed and degree of change
possible in a number of these parameters,
such as Chinese demand, commodity
prices, and exchange rates, Rio Tinto has
deemed a three-year period of assessment
appropriate for the long-term viability
statement, consistent with the Group’s
detailed planning horizon.
Additional robust stress-testing has been
undertaken during the past year, utilising
the models used for business planning, to
further test and confirm the long-term
viability of the Group, beyond commodity
price and exchange rate movements.
Production and social licence to operate
related assumptions were also stressed,
individually and collectively, to levels
considered severe but plausible and well
beyond those expected in the normal
course of business.
The viability of the Group under these
scenarios remained sound with the use of
a suite of management actions available
to redress the situation, including accessing
lines of credit, changing capital allocation
levers, and, if necessary, selling
(down) assets.
Therefore, taking into account the Group’s
current position and principal risks, the
directors have assessed the prospects of
the Group, over the next three years, and
have a reasonable expectation that the
Group will be able to continue in operation
and meet its liabilities as they fall due
over that period.
It is impossible to foresee all risks, and the
combinations in which they could manifest,
and there may be risks that currently or
individually do not appear material that
could turn out to be material, particularly if
occurring in close sequence.
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Principal risks and uncertainties
The principal risks and uncertainties in this section have been
categorised into Financial risks (Market, Financial and Strategic);
Operational risks (HSEC, Resources, Operations, Projects and People);
and Compliance risks (Stakeholder, Governance).

The principal risks and uncertainties should be considered in connection
with any forward-looking statements in this Annual report and the
cautionary statement on the inside front cover.

Financial risks
Inherent risk and uncertainty

2015
trend

Potential impact on viability,
HSEC and reputation

Potential upside impact
(opportunities)

Market risks:
Rio Tinto operates in global markets and accepts the impact of exchange rate movements
and market-driven prices for our commodities, seeking premiums where possible.

Commodity prices, driven by demand and
supply for the Group’s products, vary
outside of expectations over time.
Exchange rate variations and geopolitical
issues may offset or exacerbate this risk.

Business model
Future performance
Solvency

A rise in commodity prices, or favourable
exchange rate movement, allows the Group to
pursue strategic capital expansions and/or
increase returns to shareholders.

Liquidity

External risk
China's development pathway could
impact demand for the Group's products
outside of expectations.

Business model
Future performance

External risk

Strong growth, positive policy decisions and
reforms drive demand for commodities,
resulting in rising prices which enable capital
expansion and increased shareholder returns in
the short to medium term.

Financial risks:
Rio Tinto maintains a strong blance sheet and liquidity position to preserve financial
flexibility through the cycle.

External events and internal discipline may
impact Group liquidity.

Future performance
Solvency

External risk
Internal risk

Liquidity
Group reputation
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Favourable market conditions and strong
internal discipline could increase Group
liquidity and/or balance sheet strength and
allow it to pursue investment opportunities
and enhance returns to shareholders.
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Potential downside impact
(threats)

Mitigating actions include:

Value drivers
World-class
portfolio

Quality
growth

Balance sheet
strength

Falling commodity prices, or adverse exchange rate
movements, reduce cash flow, limiting profitability
and dividend payments. These may trigger
impairments and/or impact rating agency metrics.
Extended subdued prices may reflect a longer-term
fall in demand for the Group's products, and
consequent reduced revenue streams may limit
investment opportunities.
An economic slowdown in China, and/or a material
change in policy, results in a slowdown in demand
and reduced investment opportunities.

Free cash
flow generation

– Pursue low cost production, allowing profitable supply throughout the commodity
price cycle.
– Maintain a diverse portfolio of commodities across a number of geographies.
– Maintain global portfolio of customers and contracts with key customers.
– Maintain a strong balance sheet.
– Monitor multiple leading indicators and undertake detailed industry analysis to
develop more accurate assumptions in our commodity price and exchange rate
forecasting used for capital allocation and planning process.
– Comply with the Group’s Treasury policy and standard, which outlines the fundamental
principles that govern the Group’s financial risk management practices.

Value drivers
World-class
portfolio

Quality
growth

Operating and
commercial excellence

The Group’s ability to raise sufficient funds for
planned expenditure, such as capital growth and/
or mergers and acquisitions, as well as the ability
to weather a major economic downturn could be
compromised by a weak balance sheet and/or
inadequate access to liquidity.

Balance sheet
strength

Capital allocation
discipline

Free cash
flow generation

– Comply with the Group’s Treasury policy and standard, which outlines the fundamental
principles that govern the Group’s financial risk management practices.
– Target a net gearing ratio of 20 to 30 per cent and other financial metrics
commensurate with a strong investment-grade credit rating.
– Manage the liquidity and financing structure of the Group using forecasts and
sensitivity analysis tools to actively monitor, determine and enable access to the
appropriate level, sources and types of financing required.
– Subject funds invested by the Group to credit limits and maturity profiles based on
board-approved frameworks, to promote diversification and maintain appropriate liquidity.
– Embed Finance teams within the business support management and develop accurate
financial reporting and tracking of our business performance.
– Report financial performance monthly to senior management and the board.
– Seek board approval of the financial strategy, long-term planning and
case flow forecasting.
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Principal risks and uncertainties
continued
Financial risks continued
Inherent risk and uncertainty

2015
trend

Potential impact on viability,
HSEC and reputation

Potential upside impact
(opportunities)

Strategic risks:
Rio Tinto enforces disciplined capital allocation to the best returning opportunities
(organic and inorganic growth projects or returns to shareholders).

Rio Tinto’s ability to secure planned value
by successfully executing divestments and
acquisitions may vary.

Business model

Internal risk

Solvency

Future performance

Liquidity

Proceeds realised from divested assets are
greater than planned, allowing more capital to
be redeployed into higher returning or more
productive uses. The Group is successful in
acquiring business that provide case flow
and/or future growth optionality, above that
anticipated at the time of acquisition.

Group reputation

The Group’s ability to develop new projects
successfully may vary.

Future performance
Group reputation

Internal risk

An ability to develop projects on time and
within budget enhances social licence to
operate and investor confidence.

Solvency
HSEC

Operational risks
Inherent risk and uncertainty

2015
trend

Potential impact on viability,
HSEC and reputation

Potential upside impact
(opportunities)

HSEC risks:
Rio Tinto’s operations are inherently dangerous. We lead responsibly to preserve our social licence
to operate and ensure our employees and contractors go home safe and healthy.

Our operations and projects are inherently
hazardous with the potential to cause
illness or injury, damage to the
environment, disruption to a community or
a threat to personal security.

Group reputation
HSEC

Internal risk

Delivering leading health, safety,
environment and communities
performance is essential to our business
success. Meeting our commitments in
these areas contributes to sustainable
development and underpins our continued
access to resources, capital and a diverse
workforce to sustain the organisation.
Good performance in legacy management
(of closed sites) and closure can enhance our
reputation and enable us to maintain access
to land, resources, people and capital, so we
can continue to establish new projects with
the support of local communities.

Resources risks:
Rio Tinto invests materially to accurately identify new deposits and develop orebody knowledge,
underpinning our operations and projects.

The success of the Group’s exploration
activity may vary. In addition, estimates of
ore reserves are based on uncertain
assumptions that, if changed, could result
in the need to restate ore reserves.
External risk
Internal risk
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Business model

The discovery of a new orebody can
significantly improve future growth options.

Future performance
Group reputation

The volume of ore is based on the available
geological and technical information which is
by its nature, incomplete. As new information
comes to light the economic viability of some
ore reserves can change and thus the
reserves can be restated upwards. As a result,
projects may be more successful and of
longer duration than initially anticipated.
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Potential downside impact
(threats)

Mitigating actions include:

Value drivers
World-class
portfolio

Quality
growth

Operating and
commercial excellence

Divestment and acquisition activity incurs
transaction costs that cannot be recouped, or
result in value destruction by realising less than
planned value for divestments or paying more than
fair value for acquisitions. This could result in
unforeseen pressure on the Group’s cash position
or reduce the Group’s ability to expand operations.
The Group may also be liable for the past acts,
omissions or liabilities of assets it has acquired
that were unforeseen or greater than anticipated
at the time of acquisition. The Group may also face
liabilities for divested entities if the buyer fails to
honour commitments or the Group agrees to retain
certain liabilities.

Balance sheet
strength

Capital allocation
discipline

Free cash
flow generation

– Complete detailed, independent due diligence on all material potential divestments
and acquisitions, including technical review, commercial review and functional sign
offs, before consideration by the Investment Committee and board where appropriate.
– Resource Business Development team appropriately, supported by external
specialists as required.
– Involve business unit leaders early in process to recognise integration planning and
synergies, or separation threats and opportunities.
– Undertake post-investment reviews on divestments and acquisitions, to identify key
learnings to embed into future initiatives.
– Consistently approach development of large-scale capital projects, through a
specialised projects division.
– Follow rigorous project approval and stage-gating process, including monitoring and
status evaluation, as articulated in Project evaluation standard and guidance.

A delay or overrun in the project schedule could
negatively impact the Group’s profitability, cash
flows, asset carrying values, growth aspirations
and relationships with key stakeholders.

Potential downside impact
(threats)

Mitigating actions include:

Value drivers
Operating and
commercial excellence
Failure to manage our health, safety, environment
or community risks, could result in a catastrophic
event or other long-term damage which could in
turn harm the Group’s social licence to operate.
Recognised hazards include, among others,
underground operations, aviation, pit slope
instability, tailings facilities, vector-borne and
pandemic disease, chemicals, gases, vehicles and
machinery, extreme natural environments,
endangered flora or fauna, areas of cultural
heritage significance, water supply stress and
climate change.

– Continue focus on HSEC as a core priority at all operations, and projects, overseen
by the Sustainability Committee.
– Clearly define and ensure compliance with Group HSEC strategy, policy and
performance standards.
– Regularly review and audit HSEC processes and controls to promote and improve
effectiveness.
– Monitor HSEC performance measurement metrics at the Group level monthly.
– Report, investigate and share learnings from HSEC incidents.
– Build safety targets into personal performance metrics to incentivise safe behaviour
and effective risk management (see Remuneration Implementation Report).
– Develop mutually beneficial partnerships with local communities and the
establishment of appropriate social performance targets.
– Report annually on performance on greenhouse gas emissions, water, land use and
rehabilitation, among others.
– Focus on fatality elimination through implementation of a programme to verify safety
risk controls.

Value drivers
World-class
portfolio

Quality
growth

Capital allocation
discipline

A failure to discover new orebodies could
undermine future growth prospects.
The risk that new information comes to light or
operating conditions change means that the
economic viability of some ore reserves can
change and thus the reserves need to be restated
downwards. As a result, projects may be
less successful and of shorter duration than
initially anticipated, and/or the asset value
may be impaired.

–
–
–
–
–
–

Free cash
flow generation

Comply with the Group’s resources and reserves standard.
Recruit and retain skilled and experienced personnel.
Provide stable funding for exploration activities.
Prioritise the exploration portfolio continuously.
Utilise new technologies where appropriate.
Develop and leverage third-party partnerships.
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Principal risks and uncertainties
continued

20

riotinto.com

2015 Strategic report

STRATEGIC REPORT

2015 Strategic report

riotinto.com

21

Sustainable development
Rio Tinto’s vision is to be a company that is
admired and respected for delivering superior
business value as the industry’s trusted
partner. Our contribution to sustainable
development is an essential part of this vision.
It helps us to manage risk, build long-term
value for all of our stakeholders, and maintain
our licence to operate.
We face a complex mix of challenges: global
and local issues that include regional
development, climate change and water. Our
success depends on dealing with the risks
they present.
Our sites must meet performance standards
for health, safety, environment, community
and social performance, and closure. These
standards ensure that we meet and in many
cases go beyond our statutory and regulatory
requirements. They are backed by systems
and processes, which assist management to
achieve outcomes that are socially and
environmentally sustainable.
The Sustainability Committee helps ensure
consistently high standards of corporate
governance: further information on this
committee can be found on page 60 and page 61
of the Directors’ report.
We measure ourselves against other leading
companies both within and outside our sector.
Over many years we have played a key role in
setting sustainability standards in the mining and
metals sector, through organisations such as the
International Council on Mining and Metals, and
national bodies.

Materiality
Materiality has become the guiding principle
for sustainability reporting. Our annual
materiality assessment focuses our report on
the issues that matter the most to our
stakeholders and to our business.
Our process was developed in line with the
Global Reporting Initiative (GRI) guidance on
materiality and completeness
(globalreporting.org). This guidance specifies
that sustainable development reporting
should cover topics and indicators that
“reflect the organisation’s significant
economic, environmental and social impacts”
or that “substantively influence the
assessments and decisions of stakeholders”.
It involves identifying and prioritising issues
affecting our business and stakeholders over
the next three years, taking internal and
external perspectives into account.
In 2015 we consulted with investors,
suppliers, industry groups, NGOs and peer
companies, and used media reviews to assign
external ratings for each issue.
We create a materiality matrix, which plots
external stakeholders’ level of concern
against the current or potential impact on our
business. Each issue is given a rating of “low”,
“medium” or “high”, from both internal and
external perspectives. An impact can be either
positive or negative.
Having determined the topics for our 2015
materiality matrix, we reviewed their validity
and relative importance with internal experts
from each of our sustainability focus areas.

Issues reported
in the sustainable
development
website

Medium
Low

Level of concern to stakeholders

High

Material issues
reported in the
Annual report

Performance overview
Tragically, four colleagues lost their lives
while working at our managed operations in
2015. The elimination of workplace fatalities is
a high priority focus area for us and the work
we are undertaking in this regard is covered in
our safety section on page 24. It will augment
the ongoing work which led to improvements
during the year in reducing injuries. At 0.44,
our all injury frequency rate (AIFR) this year
was the lowest in our company history, as was
the lost time injury rate of 0.25. These are
significant achievements and illustrate the
strength of our safety processes and culture.
As a result of changing our noise-induced
hearing loss reporting criteria, along with an
increased focus on reporting health incidents,
we saw the rate of new cases of occupational
illness increase by 78 per cent, missing our
target of a year-on-year improvement.
Although we did not meet our diversity goal
for women to represent 20 per cent of senior
management by 2015, at 18.1 per cent, the
2.6 percentage point improvement from 2014
gives us confidence we are heading in the
right direction.
In 2015 we adopted a definition of “significant
environmental incidents(1)”. This provides an
objective measurement of incidents that
distinguishes those which could have a major
or catastrophic actual impact from lower level
incidents. In accordance with this we reported
no significant environmental incidents. In
2014 we reported 12 environmental incidents.
However, only one incident with a major or
catastrophic actual impact would have been
reported in 2014 when restated in accordance
with the new definition of “significant
environmental incidents”.

(1) See riotinto.com/sd2015/glossary

Issues addressed
through direct
communications,
not reported in
normal channels

Medium

High

Current or potential impact on our business
riotinto.com

Issues that are highly material to both our
external and internal stakeholders and at
least high-to-medium are reported in this
section of our Annual report. Those of
medium-to-high importance are reported in
the full Sustainable development report, and
will continue to be published on our website.

Further information on the Group’s
environmental regulation, including incidents
and fines, is located in the Directors’ report on
page 49.

Low

22

The Sustainability Committee then reviewed
and approved the results of this assessment.
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– Beating our 2015 target (15 per cent)
of intake to be nationals from regions
where we are developing new businesses
(at 33.3 per cent).
– Receiving the American Exploration and
Mining Association’s (AEMA)
Environmental Excellence Award for our
clean-up of the Holden Mine site.
– Receiving the Indonesian Government’s
“Caring Company Forest Reclamation”
award for rehabilitation at the Kelian Mine.
– Conducting a Group level security and
human rights audit review.
– Retaining and improving our listing as a
leading company on the FTSE4Good and
Dow Jones Sustainability Indexes, which
investors use to monitor businesses’
sustainability performance.
Our priorities for 2016 are to:
– Fully implement the critical risk
management programme described in
the safety section on page 24.
– Commence implementation of the updated
Process safety standard to improve the
effectiveness and rigour in the
management of process safety risks.

– Implement the updated management of
tailings and water storage facilities standard.
– Improve our risk-based and locally relevant
management of material health risks.
– Improve performance on diversity targets and
focus on creating a more inclusive workplace.
– Advance our talent pipeline to ensure a
robust organisation for the future.
– Implement the new global Communities
and Social Performance target.
– Implement the new greenhouse gas
emissions intensity target.
– Implement the new closure controls, which
include the refreshed standard
and procedures.
– Continue to work with PT Freeport
Indonesia on the implementation of a
fatality prevention programme at the
Grasberg joint venture in Indonesia.
– Further strengthen procedures to identify
and manage human rights risks in our
supply chain.

Goals and targets
To drive continuous improvement, we have set Group targets for a range of sustainability metrics. These help us to improve performance and
manage risk. Further information on the risk framework Rio Tinto applies to identify these metrics can be found on pages 14 to 21.

Targets

Outcomes in 2015

Our goal is zero harm, including, above all, the elimination of workplace
fatalities.

4 fatalities at managed operations in 2015.

Performance against this goal is measured by the number of fatalities
and a year-on-year improvement in our all injury frequency rate (AIFR)
per 200,000 hours worked.

25 per cent reduction in our AIFR compared with 2014.

A year-on-year improvement in the rate of new cases of occupational
illness per 10,000 employees annually.

78 per cent increase in the rate of new cases of occupational illness
compared with 2014, due primarily to the change in criteria for
noise-induced hearing loss consistent with US Occupational Safety
and Health Administration (OSHA) standards.

All managed operations will have reviewed – and increased their focus
on managing – their health risks, through implementation of critical
control management plans (CCMPs) to address their specific material
health risks, by the end of 2015 (a).

96 per cent of managed operations have identified their critical health risks
and implemented CCMPs with the remainder on track to do so in 2016.

Ten per cent reduction in total greenhouse gas emissions intensity
between 2008 and 2015 (a).

We exceeded our target with 21.1 per cent reduction in our total
greenhouse gas emissions intensity compared with 2008.

All managed operations with material water risk will have achieved
their approved local water performance targets by 2018.

60 per cent of managed operations with a material water risk are on track
to meet their approved local water performance targets.

Our diversity goal is to employ people based on job requirements that
represent the diversity of our surrounding communities (a).
We are targeting:
– Women to represent 20 per cent of our senior management by
2015.

– Women represented 18.1 per cent of our senior management in 2015.

– Women to represent 40 per cent of our 2015 graduate intake.
– 15 per cent of our 2015 graduate intake to be nationals from
regions where we are developing new businesses.

– Women represented 43 per cent of our 2015 graduate intake.
– 33.3 per cent of our 2015 graduate intake were nationals from regions
where we are developing new businesses.

By 2015, all operations have in place locally appropriate, publicly
reported social performance indicators that demonstrate a positive
contribution to the economic development of the communities and
regions where we work, consistent with the Millennium Development
Goals (a).

We met our target in 2014, ahead of schedule, and now all operations have
locally appropriate, publicly reported indicators in place.

(a) The target period is complete.
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Performance progress in 2015 included:
– Refreshing The way we work, our global
code of business conduct, to ensure it is
relevant to our employees, the business
and the risks we face.
– A 25 per cent reduction in AIFR compared
with 2014.
– A 32 per cent reduction in our lost time
injury frequency rate (LTIFR) compared
with 2014.
– Receiving the US National Mining
Association’s Sentinels of Safety Award at
Rio Tinto Kennecott for their outstanding
safety performance in 2014 (large metal/
non-metal mill category).
– Commencing the independent
epidemiological study of the workforce
at Rössing Uranium Limited.
– A 21.1 per cent reduction in our greenhouse
gas emissions intensity from 2008.
– Updating all our Health, Safety,
Environment & Communities (HSEC)
and Closure standards.
– Beating our 2015 target (40 per cent)
of graduate gender diversity intake
(with 43 per cent female).

Sustainable development
continued

Performance data 2011-2015 (a)
2015

Social
Fatalities at managed operations from safety incidents
Fatalities at managed operations from health incidents
All injury frequency rate (per 200,000 hours worked)
Number of lost time injuries
Lost time injury frequency rate (per 200,000 hours worked)
New cases of occupational illness (per 10,000 employees)
Employees (number) (b)

2013

2012

2011

4
–
0.44
220
0.25
30
55,000

2
–
0.59
381
0.37
17*
60,000

3
–
0.65
500
0.42
16
66,000

2
1
0.67
535
0.37
15
71,000

6
–
0.67
470
0.37
13
68,000

78.9
433
456
3,629
533

81.8*
450
465
3,592
502

83.2
484
436
3,556
472

94.1
502
446
3,530
446

95.9
516
465
3,485
422

18,888
17,896
184

29,178
21,370
264*

31,818
26,054
332*

26,195
30,271
291

38,193
28,444
294

Environment
Greenhouse gas emissions intensity (indexed relative to 2008)
Total energy use (petajoules)
Freshwater used (billion litres)
Land footprint – disturbed (square kilometres)
Land footprint – rehabilitated (square kilometres)
Direct economic contribution
Value add (US$ million) (c)(d)
Payments to suppliers (US$ million) (c)
Community contributions (US$ million)

2014

* Numbers restated from those originally published to ensure comparability over time.
(a) Data reported in previous years may be modified if verification processes detect material errors, or if changes are required to ensure comparability over time. Wherever possible, data for
operations acquired prior to 1 October of the reporting period are included. Divested operations are included in data collection processes up until the transfer of management control.
(b) These figures include the Group’s share of joint ventures and associates (rounded to the nearest thousand).
(c) These figures include the Group’s share of joint ventures and associates.
(d) Value add is the sum of labour, payments to governments and returns on capital invested in operations.

Performance data
Our sustainability performance data are reported
for calendar years and, unless stated otherwise,
represent 100 per cent of the parameters at each
managed operation, even though Rio Tinto may
have only partial ownership.
We have incorporated the requirements of the
ten sustainable development principles of the
International Council on Mining and Metals
(ICMM) and the mandatory requirements set
out in ICMM Position statements into our own
policies, strategies and standards, and report in
line with the GRI guidelines. This is the first
year that we will report in accordance with
GRI G4 guidelines.
Further information on our data definitions, our
GRI G4 report and our alignment with the ICMM
sustainable development principles and
supporting position statements can be found
at: riotinto.com/sd2015

Safety
We strive to develop a culture in which
everyone believes all incidents are preventable.
Our safety strategy focuses on three core
areas: fatality elimination, catastrophic event
prevention and injury reduction. By identifying
and controlling critical risks, we believe we can
achieve our vision of an injury and illness-free
workplace where everyone goes home safe and
healthy each day.
Strong and engaged leadership is essential to
our approach. We expect our leaders to be
visible and passionate champions for safety.
They accept accountability for the safety of
everyone working in their teams and
consistently set high standards through their
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behaviour. We are building a positive safety
culture, where everyone contributes to
improving our safety performance and is
confident to stop work if necessary to ensure it
is safe.
Our focus on critical risk management (CRM) is
part of a broader approach at Rio Tinto to
prevent fatalities. It is based on the successful
approach implemented at the Escondida copper
mine, in which we are a joint venture partner. To
eliminate workplace fatalities, CRM ensures that
critical controls are well designed, understood,
in place and working before a job starts. The
process uses visual icons for easy identification,
together with management processes, to verify
that controls for these risks are in place and are
effective. CRM is aligned with our safety
standards, which were updated in 2015 to
ensure they cover all critical risks and reflect
current best practice. CRM is complemented by
behavioural safety tools such as safety
interactions, pre-start meetings, incident
investigations and leadership in the field.
Our all injury frequency rate (AIFR), which
includes data for employees and contractors, was
0.44 at the end of 2015. Over the last five years,
we have reduced our AIFR by 34 per cent. Our
lost time injury frequency rate (LTIFR), was
0.25 per 200,000 hours worked in 2015.
Despite having a good year in terms of injury
frequency rate, we have not reached our target
of zero fatalities. Four people lost their lives
while working at Rio Tinto managed operations
in 2015. Todson Rafaralahiniriko drowned when
his excavator became submerged in a tailings
pond due to slope failure at QIT Madagascar
Minerals. Themba Thusi was killed due to a

vehicle roll-over incident at Zululand
Anthracite Colliery in South Africa. Luc Trudel
died due to an equipment incident during
maintenance activities at Rio Tinto Fer et
Titane in Canada. Mohamed Lamine Cherif
drowned when his vehicle became submerged
due to a bridge collapse on a public road near
the Simandou project in Guinea. These are
tragic events that affect families, friends and
colleagues. We provide support and
counselling to those who have lost loved ones
and ensure we identify and share the lessons to
be learned from these tragic events.
During 2015, we piloted a new process for
learning from incidents, based on sharing of
practice with leading operators in the mining
and oil and gas sectors. The revised focus on
translating lessons learned into frontline
application and improvement will help us avoid
repeat incidents in the future.
Process safety management is a priority for
Rio Tinto. During 2015, we developed a Process
safety standard to further strengthen
management of process safety risks.
Implementation will begin in 2016.

Health
We aim to eliminate occupational illness and
create workplaces that protect health and
promote wellbeing. We focus on identifying key
occupational health risks and put in place
practices to control exposures. Employee
wellbeing has a beneficial effect on safety and
productivity as well as families and
communities.
We are targeting a year-on-year improvement
in the rate of new cases of occupational illness

Because occupational risks vary by operation,
our health programmes consider local factors
affecting people at work. To help our
businesses focus on the right issues and
mitigate significant workplace health risks, our
Group target was for all managed operations to
have reviewed – and increased their focus on
managing – their health risks, through
implementation of critical control management
plans (CCMPs) that address their specific
material health risks by 2015. By the end of the
2013-2015 target period, we fell just short of
meeting our target for 100 per cent of our
managed operations to have achieved this.
Work under way in the remaining four per cent
of businesses will see this target achieved in
2016. The logical extension of our focus to date
is to ensure these CCMPs are effective in
managing each site’s health risks and are
meeting targets set within individual site plans.
From 2016 we will report the number of
businesses achieving this.
In 2015, we updated our health standards and
guidance documents to incorporate
contemporary knowledge and practice for
managing health risks in a consistent way.
Fatigue is a critical risk that we continue to take
active steps to tackle, and we are further
strengthening our mental health programme.
In 2015, we created web-based workspaces to
help people share best practices in both areas
and, in the case of fatigue, learn from incidents.
We successfully responded to the 2014 Ebola
outbreak in partnership with the Government of
Guinea, World Health Organization and other
international organisations. We remain
committed to supporting our local employees
and communities to control this deadly disease.
In 2015, we began an epidemiological study of
the workforce at the Rössing uranium mine in
Namibia, which is being carried out by
independent experts from the University of
Manchester. The final results will be published
in a peer-reviewed journal and our own
communication channels.

People
We accomplish more through collaboration,
treating each other fairly and living our values

of respect, integrity, teamwork and
accountability. This is why we are building a
workforce that represents the diversity of the
many countries where we operate. Our global
code of business conduct, The way we work,
sets out the principles that are the foundation
of our business.
In 2015, we employed 55,000 people, including
the Group’s share of joint ventures and
associates. Of these, approximately 29,000 were
located in Australasia, 15,000 in North America,
7,000 in Africa, 3,000 in Europe, and 1,000 in
Central and South America. See page 196 for a
breakdown of employees by business units.
We employ on the basis of job requirements
and do not discriminate on grounds of age,
ethnic or social origin, gender, sexual
orientation, politics, religion, disability or any
other status. We do not employ forced, bonded
or child labour. We recognise the right of all
employees to choose to belong to a union and
seek to bargain collectively. We employ people
with disabilities and make considerable efforts
to offer suitable alternative employment and
retraining to employees who become disabled
and can no longer perform their regular duties.
Throughout 2015, we remained one of the
largest private sector employers of Indigenous
Australians, with over 1,500 full time
Indigenous employees who represented
approximately 7.3 per cent of our Australian
workforce. In addition to our permanent
Indigenous workforce, additional Indigenous
contractors also worked on our Australian mine
sites. Our local employment commitments are
often managed through directly negotiated
agreements with Traditional Owners.
Across our local and global teams, we grow and
develop through diversity and inclusive
practices. In 2015, women represented 43 per
cent (female: 40; male: 53) of our graduate
intake, 25 per cent (female: 3; male: 9) of the
board, 18.1 per cent (female: 108; male: 490)
of our senior management, and 18.5 per cent
(female: 9,237; male: 40,818) (1) of our total
workforce. 33.3 per cent of our graduate intake
in 2015 comprised nationals from regions
where we are developing new businesses. Our
continued focus on graduates as a future talent
pipeline has seen us exceed our target for
2015. Further information on inclusion and
diversity can be found in the Corporate
governance section on page 63.
To meet employees’ expectations and keep
them informed of Group updates, news and
announcements we use a number of
communication tools including myRioTinto, an
employee portal dedicated to their
employment needs.
(1) Gender distribution for our total workforce is based on
managed operations (excludes non-managed operations
and joint ventures) as of 31 December 2015. Less than
one per cent of the workforce gender is undeclared.
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per 10,000 employees. In 2015, our rate of new
cases of occupational illness increased by
78 per cent from 2014. A number of factors
have contributed to this increase, including the
change to the US OSHA reporting criteria for
noise-induced hearing loss; better awareness
of surveillance and reporting requirements; and
an improving health management culture. The
main types of occupational illnesses recorded
are related to noise-induced hearing loss
(42 per cent), stress (26 per cent) and
musculo-skeletal disorders (24 per cent).

Communities and
regional development
We strive to build relationships with our host
communities based on trust and mutual
respect. We engage with them to understand
the social, environmental and economic
implications of our activities, to minimise
negative impacts and bring shared value to the
places where we work.
Our Communities and Social Performance
(CSP) framework is the basis on which we build
knowledge, engage with communities and
develop programmes that reflect their
priorities. We use it to identify and manage
social risks, and build relationships that secure
community support for our work. In 2015 we
updated our CSP standard to reflect new Group
commitments and changes in external CSP
global performance practices and principles.
The updated standard responds to the Group’s
material and strategic risks by focusing on
achieving community approval and land access,
increasing partnerships and minimising
communities’ incidents.
During 2015 we worked with the University of
Queensland to compile an additional CSP
guide. Why agreements matter covers
practices related to community agreements,
enabling sharing of best practices with others.
It will be published in early 2016.
During 2015, our business contributed to
approximately 1,800 socioeconomic
programmes covering a wide range of activities
such as health, education, environmental
protection, housing, agricultural and business
development. In 2015, we spent US$184 million
on these community contribution programmes.
There was a decrease in overall community
contributions of 30 per cent compared with
2014. This result reflects a reduction in overall
business unit expenditure in prevailing market
conditions. This includes reduced agreement
related payments arising from lower production
and less land disturbance.
Having fully achieved our previous
Communities target a year ahead of plan, we
have now reset our target to better reflect local
conditions and community needs. Starting from
2016, our new Group target requires all
operations to report locally each year on how
they are building economic capacity through
local employment and procurement, and to
capture, manage and reduce the number of
community complaints.
In 2015, we worked with our US and Canadian
operations to increase regional economic
development by building strong relationships
with local suppliers and strengthening our local
community linkages. We also signed a
communities agreement at our Oyu Tolgoi
mine, where we work in partnership with the
local Soum leadership and communities, and
invest significantly in early education and
youth programmes.
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Sustainable development
continued

On 3 July 2015, Rio Tinto proudly announced
its support for the Recognise campaign to
recognise Aboriginal and Torres Strait Islander
peoples in Australia’s Constitution.

Environment
Climate change and energy
In 2008 we set a target of ten per cent
reduction in total greenhouse gas (GHG)
emissions intensity, to be achieved by 2015.
We have exceeded this target and reduced our
total GHG emissions intensity by 21.1 per cent
compared with 2008. This represents a
reduction in our total GHG emissions of
18.1 million tonnes of carbon dioxide
equivalent (CO2-e) over the same period. We
have extended our GHG emission intensity
target period to 2020. The new target is for a
24 per cent reduction in emissions intensity
from our 2008 baseline.
Our climate change programme focuses on
reducing the energy intensity of our operations,
as well as the carbon intensity of our energy.
Our total GHG emissions were 31.3 million
tonnes of CO2-e in 2015, 2.5 million tonnes
lower than in 2014.
Our business is inherently energy intensive. The
majority of our GHG emissions are generated as
a result of energy use (electricity, fuel) and
chemical processes (anodes and reductants)
during mining, milling and smelting activities at
our sites. The majority (67 per cent) of the
electricity we use is from hydro, wind and solar
power. In 2015 we commissioned a 1.7MW
hybrid photovoltaic/diesel solar project to
supply power to our mining operations at
Weipa. This is the first time a remote operation
has been supplied with power from solar
photovoltaics on this scale.
Transportation, processing and use of our
products also contribute significantly to GHG
emissions. In 2015, the three most significant
sources of indirect emissions associated with
our products were:
– Approximately 5.6 million tonnes of CO2-e
associated with third party transport of our
products and raw materials.
– An estimated 118 million tonnes of CO2-e
associated with customers using our coal in
electricity generation and steel production.
– Approximately 509 million tonnes of CO2-e
associated with customers using our iron
ore to produce steel (these emissions are
not all in addition to the coal-use emissions
above, as some customers use both our iron
ore and our coal to produce steel).
Carbon policy and regulation have the potential
to affect our businesses in the short and long
term. We monitor both national and
international climate and energy policy
developments and participate in selected
industry organisations to advocate for efficient
and effective policy development.
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We have had a long-term public position
statement on climate change which can be
found on our website. This describes how we
manage carbon risks. When considering the
long-term future of our business – including the
economic viability of our existing ore reserves,
the strategic focus of our exploration activity
and the evaluation of new capital investment –
we consider a range of scenarios for carbon
regulation and carbon pricing. These correspond
to a range of outcomes for atmospheric
concentration of greenhouse gases and
temperature rise. We factor the scenarios
directly into the economics of capital
investment decisions, including through
projections of carbon prices in different
jurisdictions. We also look at the long-term
resilience of our business to carbon regulation.
Information published both in this Annual report
and our sustainable development report on our
website describes this work in more detail.
Water
We use water at every stage of the business
and acknowledge our role in using it
responsibly. Each of our operations has its own
set of water risks and opportunities: some
operations are located in water-scarce
environments, while others must manage
intense periods of rainfall during tropical and
subtropical wet seasons. A number of sites
manage impacts from mine dewatering
including aquifer drawdown and excess water
disposal. Most sites must manage the quality
of water we use and return to the environment,
and all sites are experiencing some change in
their local water regime due to changing
weather patterns.
We take a risk-based approach in managing
water, analysing the impact of our operations
on local water resources and water-dependent
ecosystems and the degree to which water
supply and discharge capacity affect our ability
to run our operations. We track and respond to
risks arising from increasing stringency of
environmental regulation.
The Group water target requires that by 2018,
all managed operations with material water risk
will have reviewed and improved their
management of these material water risks, and
will have achieved their approved local water
performance targets.
A site is identified as having a material water
risk where there is potential for a high or
critical impact on the environment,
production, community, compliance or
reputation. Local water performance targets
cover three areas: water supply, ecological
impacts, and surplus water management.
Each site has a target that is appropriate to its
specific operational circumstances.
At the end of 2015, 60 per cent of managed
operations with material water risks were on
track to meet their approved local water
performance targets by 2018. The remaining
sites are progressing with action plans to
address these targets.

We use our annual assessment of performance
against the targets to focus attention and effort
on those sites and businesses that need support
to improve their water management performance.
Waste
Effective waste management practices are
critical to protecting the environment and
reducing liabilities and long-term risks. We
characterise our waste, predict how it will
behave over the long term, carry out
monitoring and where waste is managed on
site, close our facilities responsibly.
During our mining and processing operations,
we generate both non-mineral and mineral
waste. Non-mineral waste includes used oil,
tyres, batteries and office waste, as well as
more specialised waste streams such as spent
pot liners from aluminium smelters.
Mineral wastes include waste rock, tailings and
slag. Waste rock is composed of rock that has
uneconomic mineral content and must be
removed to access ore during mining. Tailings
are finely ground rock that remains after the
minerals of economic interest have been
removed from ore. Slag is generated in
smelting operations and is a glassy material
that remains after metals have been separated
during the smelting process.
Acid and metalliferous drainage (AMD) from
reactive mineral waste is one of the most
significant long-term environmental risks for
the mining industry. It is created when rocks
that contain naturally occurring sulphide or
other reactive minerals are disturbed and
exposed to air and water. To prevent or
minimise potential AMD environmental
impacts, we evaluate the risks and provide
controls at all stages of the mining process.
We have mineral waste management and
disposal programmes and regularly seek
independent, external review of our site-level
strategies and performance. We support
responsible management of mineral waste at
non-managed operations by participating in
technical committees and sharing good practice.
In 2015, we disposed of or stored 1,740 million
tonnes of mineral waste (predominantly waste
rock and tailings) and 286,837 tonnes of nonmineral waste.
Management of tailings and water storage
facilities
Rio Tinto operates tailings and large water
storage facilities on 29 sites across the Group
and has five facilities in closure. The assurance
over these mineral waste storage facilities has
long been a focus of Rio Tinto’s Health, Safety,
and Environment programme. In August 2015,
Rio Tinto implemented an updated standard,
“Management of tailings and water storage
facilities”, to further strengthen our
management at these facilities beyond what
was already required by the prior standards.
The standard specifies risk control for
planning and design, implementation and

Rio Tinto will participate in the ICMM review of
tailings dam management amongst its
member companies, sharing our practices,
protocols and assurance processes.
The outcomes from this ICMM review are
anticipated to be announced in the second
quarter of 2016.
Closure
Careful planning throughout the life of our
operations, and ongoing consultation with local
stakeholders and regulators, will make a
significant difference to closure outcomes. It
minimises the social and economic impact on
local communities and the surrounding region
and helps identify possible post-operational
use for the relevant sites. We establish closure
objectives, including final land forms, well in
advance of closure, and increase oversight of
sites if they are nearing the end of mine life,
with particular focus on sites that are less than
ten years from closure.
We aim to progressively rehabilitate land as we
operate at a mine site. We test and confirm
rehabilitation methodologies, control dust and
erosion, and meet regulatory requirements. In
2015, 26 per cent of our disturbed land
(excluding land disturbed for hydroelectricity
dams) had been rehabilitated.
We collaborate with and listen to our
stakeholders to identify options for postclosure land uses. We have found that by
working with local communities – including
traditional landowners, governments, and
employees – and through careful
management, we can apply innovative
solutions in some instances to transform sites
into community assets.
Environmental regulation
Along with our own internal standards, we are
subject to various environmental regulations
and are required to disclose Group-level
environmental incidents and fines. Further
information on the Group’s environmental
regulation is included in the Directors’ report
on page 49.

Economic
Economic contributions
Our operations can have a substantial impact
on the regions and countries in which we
operate through our tax payments to local and
national governments, the direct and indirect
employment we generate and our community
programmes. We are committed to ensuring
our impact is sustainable long after mining
operations have ceased.
We ensure that the benefits of mining flow
through to host communities
and governments. We do this by being
transparent in the payments we make and by
striving to provide local employment and
procurement opportunities.

Globally, the Group’s direct economic
contribution was US$37 billion in 2015.
This includes:
– US$19 billion in value add, made up of
payments to employees, payments to
governments and returns to capital.
– US$18 billion as payments to suppliers.
These figures presented here include the
Group’s share of joint ventures and associates.
Details of the payments to governments will be
published in our Taxes paid in 2015 report, which
will be made available on the Group’s website.
Non-managed operations and joint ventures
Rio Tinto holds interests in companies and joint
ventures that it does not manage, the two
largest being the Escondida copper mine in
Chile and the Grasberg copper-gold mine in
Indonesia. We actively engage with our
partners around sustainable development
through formal governance structures and
technical exchanges. In this way we endeavour
to ensure that the principles in The way we
work are respected at all times and encourage
our partners to embed a strong safety and
security culture in their workforces.
Escondida
Rio Tinto has a 30 per cent interest in
Escondida, which is managed by BHP Billiton.
Our seats on the Owners’ Council enables us to
provide regular input on strategic and policy
matters. Sadly, there was one BHP Billiton
Major Projects-related fatality in 2015 involving
a vehicle collision. A bus transporting
contractors from La Calera was involved in a
crash with a truck on a main highway. The bus
driver subsequently died from his injuries.
Construction of the Escondida Water Supply
seawater desalination project progressed well
in 2015. Initial start-up of the desalination
plant is expected in late 2016, and when fully
operational in 2017 it will significantly
decrease the demand on groundwater from
operations at Escondida.
Grasberg
PT Freeport Indonesia (PTFI), a subsidiary of
Freeport-McMoRan Copper & Gold, Inc., owns
and operates the Grasberg mine in Papua,
Indonesia. We have a joint venture interest
attributable to the 1995 mine expansion, which
entitles Rio Tinto to a 40 per cent share of
production above specified levels until the end
of 2021 and 40 per cent of all production after
2021. We engage with PTFI through five
forums: the Operating, Technical, Exploration
and Sustainable Development committees and
the Tailings Management board.

The largest of these, the multidisciplinary
Technical Committee enables discussion of
Joint venture activities such as environmental
management, orebody knowledge, project
execution, worker health and safety,
communities, mine planning, processing and
tailings management.
Rio Tinto is represented by a senior
environmental manager on the PTFI Tailings
Management board, which meets twice a year
at Grasberg and includes third-party experts.
Tragically, there were two fatalities at PTFI in
2015: one at the surface mine involving a
worker caught between a light vehicle and a
building and one involving a worker entangled
with a tail pulley on a conveyor belt. When
requested, we support the PTFI leadership
team in the investigations and in the
post-investigation lesson implementation to
help avoid a repeat of these accidents.

Governance
Business integrity
We operate within all relevant laws and
regulations and are dedicated to open and
transparent dealings with our stakeholders.
Acting with integrity and being accountable for
our actions are the foundations on which we do
business. The choices we make every day
reflect who we are and what we stand for.
The key principles that guide our behaviour are
embodied in The way we work, which helps us
live our company values of respect, integrity,
teamwork and accountability. It helps us
maintain the highest ethical standard of
behaviour that earns the trust of others.
In 2015 we updated The way we work to
make it clearer and to link it directly with
our core values.
To ensure our integrity and compliance
programme remains aligned with the
risk-based approach included in our Business
integrity standard, we improved our guidelines
for assessing business integrity risks, making it
easier for the business to consider these risks
as part of their overall risk analysis framework.
We regularly review and refresh our training
material and methods of delivery to ensure
they remain relevant to the risks that
employees encounter in their jobs.

Speak-OUT, the Group’s confidential and
independently-operated whistleblowing
programme, enables employees to report
anonymously, subject to local law, any
significant concerns about the business, or
behaviour of individuals. This could include
suspicion around safety violations,
environmental procedures, human rights,
financial reporting, or business integrity issues
in general. We are committed to a culture of
transparency and encourage employees to
speak up about their issues and concerns,
whether through their management, human
resources, or through Speak-OUT.
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operation, monitoring and inspection, and
disaster management.

Sustainable development
continued

In 2015, 600 Speak-OUT reports were made,
representing an increase of approximately
two per cent on last year. Given the reduction
in overall headcount, this report volume
represents an average incident rate of
10.7 per 1,000 employees (up from 9.7 in
2014). We believe this trend reflects both
increased trust in the process and restructuring
within the Group as a whole. Twenty eight per
cent of cases raised were substantiated,
resulting in corrective and preventative actions.

To avoid our involvement in human rights harm
through a third party we work with business
partners to manage human rights risks and to
promote human rights. The way we work and
our Procurement principles apply to suppliers
and contractors working with Rio Tinto or on its
behalf. The principles reiterate that we oppose
and prohibit forced, bonded or child labour.
They specify that suppliers should maintain
human rights policies and have a process to
assure compliance.

We issue information in a timely way on the
Group’s operational, financial and sustainable
development performance through a number
of channels, such as media releases and
regulatory filings. We communicate views to
governments and others on matters affecting
our business interests.

Web-based human rights training is available for
all employees. Approximately 2,100 employees
have completed online human rights training
since its inception in 2013. We are refreshing our
online training to help our employees identify
and manage human rights risks.

Human rights
Our human rights approach is founded in The
way we work and in our human rights policy.
We respect and support human rights
wherever we operate, consistent with the
Universal Declaration of Human Rights. Our
approach is consistent with the UN Guiding
Principles on Business and Human Rights
(UNGPs). In implementing our policies, we are
subject to local laws and where our policies and
procedures are more stringent, we operate to
these standards.
Our Human rights policy, which reaffirms our
commitment to respecting human rights was
updated in 2015. This is supplemented by
internal guidance documentation which
supports our employees to implement the
policy in practice.
In line with the human rights due diligence
process in the UNGPs, we embed human rights
across the business and integrate human rights
considerations into existing corporate
processes including supplier due diligence,
social and environmental risk analysis, impact
assessment and complaints handling. We also
conduct standalone human rights studies and
programmes in high-risk sites if necessary.
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Rio Tinto has made voluntary commitments to
the Organisation for Economic Co-operation
and Development (OECD) Guidelines for
Multinational Enterprises, UN Global Compact
and the Voluntary Principles on Security and
Human Rights (VPSHR). We provide training for
security personnel and conduct security and
human rights analysis in support of our security
arrangements. Our online VPSHR training is
mandatory for all security personnel at highrisk sites and is strongly recommended for all
other Rio Tinto businesses. In 2015 we
conducted VPSHR and Use of Force training for
security providers at five of our businesses in
Mongolia, South Africa, Jamaica and Guinea.
In 2015, we completed a Group level review of
the Security and Human rights framework.
Overall findings indicate that the framework
and its internal controls were operating
effectively and providing support to achieve our
business objectives.

Under our Communities standard, all sites
must have a complaints, disputes and
grievance mechanism in place, in line with the
UNGPs’ effectiveness criteria for such
mechanisms. The Sustainability Committee
reviews any human rights complaints received
through Speak-OUT.
We respect the land connection of Indigenous
communities and seek mutually beneficial
agreement with affected communities in the
development and performance of our
operations. We strive to achieve the free, prior
and informed consent of Indigenous
communities as defined in the 2012
International Finance Corporation Performance
Standard 7 and the 2013 ICMM Position
Statement on Indigenous Peoples and Mining.
We seek consent as defined in relevant
jurisdictions, and ensure agreement-making
processes are consistent with such definitions.
Assurance
We engaged an independent external
assurance organisation,
PricewaterhouseCoopers, to provide the
directors of Rio Tinto with assurance on
selected sustainable development subject
matters, as explained on the next page.
PricewaterhouseCoopers’ assurance
statement satisfies the requirements
of subject matters 1 to 4 of the
ICMM assurance procedure.
Further information on external auditors and
internal assurance is included in the Directors’
report under the Corporate governance section
on pages 60 and 66.
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Independent limited assurance report
What we found
Based on the work described below, nothing has come to our attention that causes us to believe that the selected
subject matter for the year ended 31 December 2015 has not been prepared, in all material respects, in
accordance with the Reporting criteria.

To the directors of Rio Tinto plc and Rio Tinto
Limited (together Rio Tinto),

What we did
Rio Tinto engaged us to perform a limited
assurance engagement on the selected subject
matter within the Sustainable development
sections of the Rio Tinto 2015 Annual report
and the Rio Tinto 2015 Strategic report for the
year ended 31 December 2015.
Selected subject matter
– Rio Tinto’s assertion that it has incorporated
the requirements of the 10 sustainable
development principles of the International
Council on Mining and Metals (ICMM) and
the mandatory requirements set out in
ICMM Position Statements into its own
policies, strategies and standards
– Rio Tinto’s assertions regarding the
approach that it has adopted to identify and
prioritise its material sustainable
development risks and opportunities
– Rio Tinto’s assertions regarding the
existence and status of implementation of
systems and approaches used to manage
the following selected sustainable
development risk areas:
– Safety
– Greenhouse gas emissions
– Energy use
– Water management
– The following Rio Tinto performance data
related to the selected sustainable
development risk areas:
– Number of fatalities
– All injury frequency rate
– Lost time injury frequency rate
– Number of lost time injuries
– Total greenhouse gas emissions
– Greenhouse gas emissions intensity
– Total energy use
– Percentage of managed operations with
material water risk that are on track to
achieving their approved local water
performance targets

Reporting criteria
The subject matter above has been assessed
against the definitions and approaches which
will be presented at: riotinto.com/sd2015 as
at 3 March 2016.

Independence and Quality Control
We have complied with relevant independence
requirements and other ethical requirements of
the Code for Ethics for Professional
Accountants issued by the International Ethics
Standards Board for Accountants, which is
founded on fundamental principles of integrity,
objectivity, professional competence and due
care, confidentiality and professional behaviour.
PricewaterhouseCoopers applies International
Standard on Quality Control 1 and accordingly
maintains a comprehensive system of quality
control including documented policies and
procedures regarding compliance with ethical
requirements, professional standards and
applicable legal and regulatory requirements.

Responsibilities
PricewaterhouseCoopers
Our responsibility is to express a conclusion
based on the work we performed.
Rio Tinto
Rio Tinto management is responsible for the
preparation and presentation of the selected
subject matter in accordance with the
Reporting criteria.

What our work involved
We conducted our work in accordance with the
International Standard on Assurance
Engagements 3000 (Revised) Assurance
Engagements Other than Audits or Reviews of
Historical Financial Information and (for
selected subject matter relating to greenhouse
gas emissions) the International Standard on
Assurance Engagements 3410 Assurance
Engagements on Greenhouse Gas Statements.
These Standards require that we comply with
independence and ethical requirements and
plan the engagement so that it will be
performed effectively.
Main procedures performed
– Making enquiries of relevant management
of Rio Tinto regarding the processes and
controls for capturing, collating and
reporting the performance data within the
selected subject matter, and evaluating the
design and effectiveness of these processes
and controls

Inherent limitations

Restriction on use

Inherent limitations exist in all assurance engagements due to
the selective testing of the information being examined.
Therefore fraud, error or non-compliance may occur and not
be detected. Additionally, non-financial data may be subject to
more inherent limitations than financial data, given both its
nature and the methods used for determining, calculating and
sampling or estimating such data.

This report has been prepared in accordance with our
engagement terms to assist Rio Tinto in reporting its
sustainable development performance. We do not accept or
assume responsibility for the consequences of any reliance
on this report for any other purpose or to any other person or
organisation. Any reliance on this report by any third party is
entirely at its own risk.
We consent to the inclusion of this report in the Rio Tinto
2015 Annual report and the Rio Tinto 2015 Strategic report
to assist Rio Tinto’s members in assessing whether the

– Validating the operation of controls over the
accuracy of injury classification and
assessing the final injury classification
applied for a sample of injuries reported
during the year ended 31 December 2015
– Testing the arithmetic accuracy of a sample
of calculations of performance data within
the selected subject matter
– Assessing the appropriateness of the
greenhouse gas emission factors
applied in calculating the Total
greenhouse gas emissions and
Greenhouse gas emissions intensity
– Testing performance data, on a selective
basis, substantively at both an operational
and corporate level, which included testing
at a selection of operations from across
Aluminium, Energy, Iron Ore, Copper &
Coal, and Diamonds & Minerals
– Undertaking analytical procedures over the
performance data within the selected
subject matter
– Reviewing a sample of relevant
management information and
documentation supporting assertions made
in the selected subject matter
We believe that the information we have
obtained is sufficient and appropriate to
provide a basis for our conclusion.

Liza Maimone
Partner

PricewaterhouseCoopers
Canberra
2 March 2016
Liability limited by a scheme approved under
Professional Standards Legislation

directors have discharged their responsibilities by
commissioning an independent assurance report in
connection with the selected subject matter.

Limited assurance
This engagement is aimed at obtaining limited assurance
for our conclusions. As a limited assurance engagement is
restricted primarily to enquiries and analytical procedures
and the work is substantially less detailed than that
undertaken for a reasonable assurance engagement, the
level of assurance is lower than would be obtained in a
reasonable assurance engagement.
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Capital allocation
Rio Tinto has a programme of high-quality projects delivering industry-leading returns across a broad range of commodities. The Group is taking
further pre-emptive action to protect shareholder value given market uncertainty. The current status of all capital projects is under review, with timing
and total expenditure expected to be revised. In 2015, Rio Tinto funded its capital expenditure with net cash generated from operating activities and
aims to continue funding its capital programme from internal sources, except for the proposed Oyu Tolgoi underground mine development for which
there is a separate project financing arrangement.

1

Essential
sustaining capex

2

Ordinary
dividends

3

Iterative
cycle of:

Further
cash
returns to
shareholders

Compelling
growth

Debt
management

Major capital projects (>US$1bn)
Total approved
capital cost
(100%)

Approved
capital
remaining to
be spent from
1 January 2016

Iron ore – expansion of the Pilbara port, rail and
power supply capacity to 360 Mt/a. Rio Tinto’s
share of total approved capex is US$3.5bn.

US$5.9bn

US$0.4bn

Iron ore – investment to extend the life of the
Yandicoogina mine in the Pilbara to 2021 and
expand its nameplate capacity from 52 Mt/a to
56 Mt/a.

US$1.7bn

–

Aluminium – expansion and modernisation of
Kitimat smelter in British Columbia, Canada, to
increase annual capacity from 280kt to 420kt.

US$4.8bn

US$0.1bn

Copper – development of Organic Growth Project 1
(OGP1) a new 152kt per day capacity
concentrator at Escondida (Rio Tinto 30%), Chile.

US$1.3bn
(Rio Tinto
share)

<US$0.1bn
(Rio Tinto
share)

Approved in February 2012, OGP1 achieved mechanical
completion in the second quarter of 2015. The ramp-up is
progressing ahead of plan and is expected to reach full capacity
during 2016. The remaining spend is related to commissioning.

Copper – Construction of a desalination facility to
ensure continued water supply and sustain
operations at Escondida (Rio Tinto 30%), Chile.

US$1.0bn
(Rio Tinto
share)

US$0.3bn
(Rio Tinto
share)

Approved in July 2013, the project is designed to provide a
long-term sustainable supply of water for the operations. It
remains on schedule and on budget and is 76 per cent complete,
with commissioning scheduled in 2017.

Aluminium – Investment in the Amrun
bauxite mine on the Cape York Peninsula in
north Queensland with a planned initial output
of 22.8 million tonnes a year (a).

US$1.9bn

$1.9bn

(Rio Tinto 100% owned unless otherwise stated)

Status/milestones

In production
The phase two expansion to 360 Mt/a includes investment in
the port, rail and power supply and an investment in
autonomous trains.
Approved in June 2012, first production from the wet plant took
place in March 2015 and from the dry plant in April 2015. The
project was completed in July 2015. The wet processing plant is
expected to maintain product specification levels.
First production took place at the end of the first half of 2015
with full capacity expected to be reached in early 2016.

Ongoing and approved

(a) Refer to the statements related to this production target on page 32.
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Approved in December 2015, output includes an expected
10 million tonne increase in annual exports with production
commencing in the first half of 2019.
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Acquisitions and divestments
There were no material divestments completed during 2015.

Asset

Consideration
US$m

Status

Divested in 2014
Clermont Joint Venture
Rio Tinto Coal Mozambique

1,015 (a)
50 (a)

Sold to GS Coal Pty Ltd.
Sold to International Coal Ventures Private Limited.

Søral

Undisclosed

Sold to Norsk Hydro.

Alucam

Undisclosed

Sold to the Government of Cameroon.

Divested in 2013
Northparkes mine

820

Sold to China Molybdenum Co. Ltd.

Constellium

671

Shares sold to general public.

Palabora Mining Company Limited

373

Sold to a consortium led by Industrial Development Corporation of
South Africa and Hebei Iron & Steel Group.

Eagle nickel – copper project

315

Sold to Lundin Mining Corporation.

Altynalmas Gold

235

Sold to Sumeru Gold B.V.

Inova Resources Limited

81

Sold to Shanxi Donghui Coal Coking & Chemicals Group Co.

Sebree

48

Sold to Century Aluminum Co.

(a) Before working capital and completion adjustments.

There were no material acquisitions in 2015, 2014 or 2013.
Further information on acquisitions and divestments is included in note 37 to the financial statements on page 164.
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Aluminium
Financial performance

Revenue
Net cash generated
from operating
activities
Underlying earnings
Capital expenditure
Net operating assets
EBITDA

Safety

2015
US$ million

2014
US$ million

10,117
2,413

12,123
2,550

1,118
1,682
15,949
2,742

1,248
2,021
18,297
2,930

Strategy and strategic priorities
Rio Tinto’s Aluminium product group continues
to focus on delivering industry-leading
performance through the cycle. The product
group has a sector-leading bauxite position,
large-scale alumina refineries and a firstquartile smelter portfolio. Each of the three
areas of the business – bauxite, alumina and
primary metal – has its own targets and
strategies, summarised below:
– In bauxite, capturing value from the
expanding seaborne demand. This involves
continuing to enhance performance and
output at current operations while
developing Tier 1 opportunities. The
approval of the Amrun project was an
important step in the execution of this
strategy.
– In alumina, providing security of supply to
the group’s smelter portfolio. The focus is
on aggressively driving down costs to
improve the refineries’ position on the
industry cost curve, especially in the current
challenging price environment.
– In primary metal, leveraging the group’s
sustainable low-cost power competitive
advantage in smelting and aggressively
pursuing productivity and cost reduction
opportunities to further reduce its cost
position and generate increased cash flow.
– Across the Aluminium group’s
operations, aggressive cost and
productivity improvement initiatives
aimed at further driving out costs,
generating incremental cash and
reducing working capital requirements.
The three product areas are supported by a
single global commercial organisation that
focuses on maximising value from mine to
market, while providing customers with
higher-margin, value-added products and
services.

(a) Life cycle analysis approach takes into account the
entire production process, electricity generation, and
the product’s use and end-of-life.
(b) Rio Tinto internal analysis which includes adjustments
to externally reported EBITDA margins, trading,
procurement and marine revenues to report
performance on a comparable basis. Analysis excludes
the Gove alumina refinery. Competitors included in the
analysis are Rusal, Hydro, Alcoa and Chalco.
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In 2015, Aluminium achieved a fatality-free year.
The product group’s all injury frequency rate
continued its steady downward trend, ending the
year at 0.48 compared with the 0.53 rate
recorded at the end of 2014. The group is
committed to achieving a zero harm workplace.
It aims to improve its overall safety performance
further with a systems-based approach, which
includes critical risk management and human
performance initiatives, and a strong emphasis
on process safety.

Greenhouse gas emissions
Rio Tinto’s Aluminium group has one of the
lowest carbon footprints in the aluminium
industry. Since 2008, the group has reduced
greenhouse gas emissions intensity by
31 per cent. Almost 80 per cent of its total
power needs are supplied by low-carbon
sources, with 55 per cent coming from selfgenerated hydropower. This compares with a
global industry average for non fossil fuelbased power of approximately 35 per cent.
As a result, the carbon footprint from the
group’s smelters is around half the industry
average, with less than six tonnes of carbon
dioxide (CO2) equivalent per tonne of
aluminium compared with an industry average
of around 11 tonnes on a life cycle analysis
approach(a). Furthermore, ten of the group’s
sites are able to produce metal with a carbon
footprint of around two tonnes of CO2
equivalent per tonne of aluminium.
On top of the direct environmental benefits,
this positions Rio Tinto to address increasing
market demand for responsible metal
produced with a low CO2 footprint.

Review of operations
The group’s position as a sector-leading
business is demonstrated in its financial
performance in 2015. The Aluminium
group achieved underlying earnings of
US$1,118 million (2014: US$1,248 million).
Key to this result was the strong delivery of
ongoing cash cost savings, which partially
offset the 14 per cent reduction in realised
pricing as market conditions deteriorated
through the year. Cash cost improvements of
US$326 million (pre-tax) were delivered, and
further entrenched the group’s integrated
industry-leading EBITDA margin(b).
The resilience of the group’s underlying
EBITDA, combined with further reductions in
working capital levels, resulted in net cash
generated from operating activities of
US$2,413 million, a decline of only five per cent
year-on-year.

(c) This production target was disclosed in a release to the
market on 27 November 2015. All material assumptions
underpinning that target continue to apply and have not
materially changed. See pages 217 and 221 for details
on Weipa ore reserves and mineral resources.

The solid financial results reflected many
ongoing initiatives to reduce costs through
production and procurement efficiencies, and
by reducing support costs. This was
supplemented by the impact of the weaker
Australian and Canadian dollars. In addition,
productivity improvement initiatives enabled
higher production levels across each of the
bauxite, alumina and primary metal segments,
helping to reduce unit costs further.
The average London Metal Exchange price for
aluminium was US$1,661 per tonne in 2015,
which compares with an average of
US$1,867 per tonne in 2014. Rio Tinto’s
average realised price for primary metal
products – including regional and product
premia – was US$2,058 per tonne in 2015,
compared with US$2,395 per tonne in 2014.
In 2015, record bauxite production was achieved
at the Weipa mine in Australia. Global Rio Tinto
bauxite production was four per cent higher in
2015 compared with 2014, while third-party
exports were 14 per cent higher this year.
Alumina production increased by four per cent
in 2015, reflecting continued consistent
performances across Rio Tinto’s refineries.
Following operational and design
improvements, the Yarwun refinery in
Queensland, Australia achieved record annual
production in 2015.
Rio Tinto’s share of aluminium production for
2015 totalled 3.3 million tonnes, which was
broadly in line with 2014. Nine sites achieved
record annual production. The modernised and
expanded Kitimat smelter, commissioned in
the first half of 2015, is ramping up towards
nameplate capacity of 420 thousand tonnes
that is expected to be achieved in the first half
of 2016.
In 2015, Rio Tinto divested two of its ancillary
businesses, ECL and Alesa, and received a
binding offer for Carbone Savoie.

Development projects
The Aluminium group’s development pipeline
focuses on its competitive advantages in
energy and bauxite.
In November 2015, the Rio Tinto board
approved the development of the Amrun
bauxite project, south of the Embley River on
Cape York, Queensland, in Australia. With
mining costs projected to be in the first quartile
of the industry cost curve and industry-leading
returns, Amrun is a an exceptional project –
long life, low cost and expandable –
strategically placed to satisfy increasing
demand for seaborne bauxite in China and the
Middle East as well as the Aluminium group’s
own refineries in Australia. With an approved
capital cost of US$1.9 billion, the project
includes mine, port and infrastructure
elements, with a planned initial output of 22.8
Mt/a beginning in 2019(c). The project will
partly replace the depleting East Weipa mine
with lower cost production while also delivering
additional volumes of around 10 Mt/a in the
future. The majority of the capital expenditure
is scheduled for 2017 and 2018.
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The Kitimat Modernisation Project, which uses
the Aluminium group’s wholly-owned Kemano
hydropower resource and high-efficiency AP
smelting technology, increases production
capacity at the smelter by more than
48 per cent, while reducing overall
environmental emissions by nearly 50 per cent.
Energy efficiency also increased by 33 per cent
and workforce productivity by some
60 per cent. Once at full capacity, Kitimat will
be one of the lowest-cost smelters in the world,
strategically located to supply “responsible”
metal to key markets in North America and
Asia – namely Japan and South Korea.

Outlook
The long-term demand outlook for aluminium
is robust. The consensus view foresees a
strong and steady increase in demand,
averaging four per cent per year. This
translates into additional consumption of
around 24 million tonnes by 2025, compared
with a 2014 base of 57 million tonnes.
This outlook is driven mainly by rising
utilisation intensity and more diverse end-use
applications. In the automotive sector for
example, manufacturers are planning to use
significantly more aluminium in the future to
make lighter vehicles that consume less fuel
and produce fewer emissions.
Developing economies, where current
consumption is low, also provide solid growth
potential for aluminium. In India, consumption
is less than two kilograms of aluminium per
capita compared with 20 kilograms in more
developed economies.
Despite this positive long-term view, 2015 was
a very difficult time for the aluminium industry,
with London Metal Exchange (LME) prices
retreating to levels seen during the global
financial crisis and physical delivery premia
falling significantly from their elevated levels
earlier in the year.
Looking forward, many suppliers are expected
to remain under pressure both inside and
outside China, with demand continuing its
positive trend. This should help inventories
move to a more balanced level over the next
few years.
Prospects for bauxite – a sector where Rio Tinto
maintains an unrivalled position – are positive.
The projected growth rate, driven mostly by
seaborne bauxite traded into the China market,
is outpacing that of aluminium.
In 2015, Rio Tinto supplied 19 million tonnes of
bauxite to China, making it the largest single
seaborne bauxite supplier in the world – a
position the Group aims to develop further.
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Copper & Coal
Financial performance

Revenue
Net cash generated
from operating
activities (a)
Underlying earnings
Capital expenditure (b)
Net operating assets
EBITDA

2015
US$ million

2014
US$ million

7,705
1,775

9,957
2,064

274
786
12,832
1,968

831
1,177
13,706
2,682

(a) Excludes operating cash flows from equity accounted
units (EAUs) (mainly Escondida) but includes dividends
from EAUs.
(b) Excluding EAUs.

Strategy and strategic priorities
The Copper & Coal product group was formed
in late February 2015, following an
organisational restructure. In 2015, the product
group delivered safety improvements across its
operations, improved the productivity of its
existing assets, reduced costs and drove
increased operating efficiency. During the year,
Copper & Coal also made selective investments
and divestments to deliver longer-term growth
and maximise value.
The Copper & Coal product group’s strategy is
to deliver sustainable value by:
– driving continuous improvements in safety;
– maximising value from existing operations;
– developing brownfield growth options and
new, world-class greenfield projects in
low-risk jurisdictions;
– focusing on cost control, productivity gains
and cash generation, to earn the right to
grow; and
– developing strong leaders and an aligned,
capable, engaged and collaborative
workforce.

Safety
In 2015, Copper & Coal delivered a step change
in safety, with an all injury frequency rate of
0.44, compared with 0.61 in 2014(a).
Kennecott’s Concentrator, Tailings and Water
Services teams were recently recognised with
the US National Mining Association’s
“Sentinels of Safety” Award for outstanding
performance, after achieving more than
662,000 hours during the year without an
injury. Rio Tinto Coal Australia achieved a
significant improvement in safety performance
in 2015, ending the year with the lowest all
injury frequency rate in its history.
Sadly in February 2015, there was a fatality at
the Zululand Anthracite Colliery (ZAC), a
managed operation in South Africa, when a
vehicle rolled over, and the driver was killed.
Since that time, a comprehensive programme
of safety enhancements, supported by experts
from across Copper & Coal, has improved
ZAC’s safety systems and culture.
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As part of a Group-wide critical risk management
programme aimed at identifying and mitigating
the common dangers that can lead to fatalities,
leaders in Copper & Coal completed more than
112,000 critical control verifications in 2015.
Eleven per cent of these resulted in mitigation of
a potentially fatal risk. Having started in the
copper business, the programme is now being
implemented across the group’s coal assets,
beginning in August 2015 with the Hail Creek
Mine and Kestrel Mine operations.

Greenhouse gas emissions
The Copper & Coal group’s 2015 greenhouse
gas (GHG) emissions were 8.54 tonnes of
carbon dioxide equivalent per tonne of copper
cathode produced, compared with 8.57 tonnes
in 2014. The marginal increase in efficiency
resulted from better ore grades. Rio Tinto Coal
Australia’s (RTCA) emissions intensity
increased slightly to 0.057 tonnes of carbon
dioxide equivalent per tonne of coal produced,
compared with 0.056 tonnes in 2014. Copper
concentrate emissions intensity significantly
improved to 1.8 tonnes of carbon dioxide
equivalent per tonne of copper concentrate
produced, compared with 2.4 tonnes in 2014.
The improvement is due in part to the Oyu
Tolgoi operation, where its percentage increase
in copper concentrate production significantly
outweighed its increase in GHG emissions.

Review of operations
Following the rationalisation of its portfolio, the
integrated Copper & Coal group had four
copper assets and six coal assets in production
at the end of 2015.
In 2015, total mined copper decreased by 16 per
cent, while total coal production increased by
three per cent(b). The product group produced
504 thousand tonnes of mined copper (Rio Tinto
share), 22.3 million tonnes of semi-soft and
thermal coal (Rio Tinto share) and 7.9 million
tonnes of metallurgical coal (Rio Tinto share).
Copper & Coal also produced 376 thousand
ounces of mined gold, 3,311 thousand ounces of
mined silver and 7.6 thousand tonnes of
molybdenum as by-products. Rio Tinto was the
world’s seventh largest copper supplier based
on 2015 mine production.
The Copper & Coal group’s underlying earnings
of US$274 million were 67 per cent lower than
2014, driven by lower commodity prices and
partially offset by movements in exchange
rates and cost reductions. The group has
generated sustainable cost reductions of nearly
US$2.0 billion since 2012. In 2015, the
Copper & Coal group collectively reduced
working capital by US$195 million.
In September 2015, Rio Tinto and Mitsubishi
Development agreed to a change in the
ownership structure of Coal & Allied. Under this
agreement Rio Tinto agreed to assume 100 per
cent ownership of Coal & Allied and Mitsubishi

Development agreed to move from holding a
20 per cent stake in Coal & Allied to holding a
direct 32 per cent stake in the Hunter Valley
Operations mine. The restructure completed on
3 February 2016.
As part of ongoing work to rationalise its assets
and focus on those with suitable scale, in
September 2015, Rio Tinto also agreed to a
sale of its 40 per cent interest (on completion
of the restructure referred to above) in the
Bengalla Joint Venture to New Hope
Corporation. This transaction completed on
1 March 2016 and Rio Tinto received
consideration of US$617 million.
In January 2016, Rio Tinto signed an
agreement for the sale of its Mount Pleasant
thermal coal assets to MACH Energy Australia
Pty Ltd for US$224 million plus royalties. This
sale is expected to close in 2016.
In February 2016, Rio Tinto signed an
agreement to sell its 74 per cent interest in
Zululand Anthracite Colliery (ZAC). This sale is
expected to close in 2016. ZAC is an anthracite
coal mine in South Africa. Rio Tinto’s share of
2015 thermal coal production from ZAC was
415 thousand tonnes.

Operating assets
Copper
Rio Tinto Kennecott
(Rio Tinto: 100 per cent)
Kennecott supplies approximately seven per
cent of US refined copper requirements. In
2015, Kennecott produced 115 thousand
tonnes of refined copper, 179 thousand ounces
of refined gold, and 7.6 thousand tonnes of
molybdenum.
Production in 2015 was impacted by ongoing
recovery from the 130 million-tonne landslide
on the north east wall of the Bingham Canyon
Mine that occurred in April 2013. The operation
continued work to stabilise the east wall in
2015, and expects volumes to recover as this
work is completed in 2016 and 2017.
Kennecott maximised smelter utilisation by
receiving 414 thousand tonnes of third-party
concentrate for processing in 2015.
Oyu Tolgoi
(Rio Tinto: 50.8 per cent interest in Turquoise
Hill Resources)
Located in Mongolia’s South Gobi Desert, Oyu
Tolgoi is one of the world’s largest copper-gold
development projects. Oyu Tolgoi’s open-pit
mine is now fully operational and, in 2015, it
produced 202 thousand tonnes of copper and
653 thousand ounces of mined gold (100 per
cent basis). In September 2015, the operation
delivered its 1.5 millionth tonne of concentrate.

(a) Excludes Rio Tinto Coal Mozambique, the sale of which
completed in October 2014
(b) Year-on-year comparison excludes production from
Clermont mine, which was divested during 2014.

Grasberg
Through a joint venture with FreeportMcMoRan Inc. (Freeport), Rio Tinto is entitled
to 40 per cent of material mined above an
agreed threshold as a consequence of
expansions and developments of the Grasberg
facilities in Indonesia since 1998. Production in
2015 did not exceed the metal attributable to
Rio Tinto and, accordingly, Rio Tinto’s share of
joint venture production was zero.
Rio Tinto expects to receive a metal share in
2016, which is included in its 2016 production
guidance(c).
Coal
Rio Tinto Coal Australia
(Rio Tinto: 100 per cent)
In Queensland, RTCA manages the Hail Creek
(Rio Tinto: 82 per cent) and Kestrel (Rio Tinto:
80 per cent) coal mines. In New South Wales,
RTCA manages Coal & Allied’s coal mines
which include, as of 31 December 2015, Hunter
Valley Operations (Rio Tinto: 80 per cent),
Mount Thorley (Rio Tinto: 64 per cent) and
Warkworth (Rio Tinto: 44.5 per cent) and
Bengalla (Rio Tinto: 32 per cent).
RTCA saw improved coal production rates in
2015 as a result of the longwall ramp-up at
Kestrel, increased semi-soft production at
Hunter Valley and higher thermal coal
production at Hail Creek.
For the full year, these operations produced
22.3 million tonnes of semi-soft and thermal
coal (Rio Tinto share), and 7.9 million tonnes of
metallurgical coal (Rio Tinto share), an 11 per
cent increase from 2014. Despite ongoing price
challenges, all RTCA mines remained cash flow
positive in 2015 with a minimal working capital
balance, as well as implementing a programme
of cost and productivity improvements.
RTCA declared a significant increase in its
managed resources and reserves in
Queensland and New South Wales, Australia,
most notably at Hail Creek and Hunter Valley
Operations. Run of mine (ROM) reserves
increased from 2,106 million to 2,504 million
tonnes. Total mineral resources, exclusive of
ROM reserves increased from 5,429 million to
6,804 million tonnes.

Development projects
Productivity and mine life extension
Rio Tinto Kennecott
Kennecott is at the early stages of its South
Pushback project, which is expected to extend

the life of Bingham Canyon by accessing
additional copper units from approximately
510 million tonnes of ore reserves(d).
Grasberg
Work to develop the large-scale, high-grade
underground orebodies located beneath and
nearby the Grasberg open pit continues. The
underground orebodies are expected to ramp
up over several years to approximately
240,000 tonnes of ore per day following the
anticipated transition from the Grasberg open
pit in early 2018.
Oyu Tolgoi
In May 2015, Rio Tinto signed an agreement
with the Government of Mongolia to enable
development of Oyu Tolgoi’s underground
mine to move forward. In December 2015, Oyu
Tolgoi signed a US$4.4 billion agreement to
finance the project. Oyu Tolgoi is working to
complete permitting and seek final project
approvals from the boards of Rio Tinto,
Turquoise Hill Resources and Oyu Tolgoi LLC.
Mount Thorley Warkworth
In November 2015, after more than six years
planning the Mount Thorley Warkworth Mine
received approval from the NSW Planning
Assessment Commission (PAC) to continue to
mine. This consent supports an additional
21 years of operation, providing certainty for
the mine’s 1,300 employees and community
stakeholders for the operation’s future. A
challenge to the consent was filed by the
Bulga Milbrodale Progress Association Inc on
26 February 2016 and will be defended
by RTCA.
Greenfield projects
La Granja
(Rio Tinto: 100 per cent)
Located in northern Peru, the La Granja
project is one of the world’s largest
undeveloped copper resources. In 2015, the
Government of Peru granted an eight-year
extension of the Transfer Agreement that
allows Rio Tinto to continue to study and
explore the La Granja resource.

In copper, innovation efforts focus on four key
areas – primary sulphide leaching, large-scale
underground mining, energy and water
efficiency, and the application of automation
and information technologies.
In coal, the product group is implementing
projects to increase coal production and better
tailor its products to meet customer
specifications using existing infrastructure.
These include an integrated operations centre
in the Hunter Valley that opened in March 2015
and greater coal recovery through improving
wash plant performance.

Outlook
Copper
Rio Tinto continues to expect near-term
volatility in the copper market before a supply
gap begins to emerge towards the latter part of
this decade. While near-term demand has
slowed, Rio Tinto expects China to continue to
be a key driver of commodity markets in the
next decade, after which demand from
emerging markets including India, South East
Asia, Middle East, Latin America and Africa will
make a growing contribution to overall
demand. Green technologies are also expected
to further support demand into the medium
term while the market is also likely to see
pressure from potential substitute materials in
some segments.
Coal
In 2015, thermal and metallurgical coal prices
have continued along the declining trend they
followed through most of the previous year.
Global seaborne coal trade is reducing in
response to lower pricing and strong domestic
production growth in India. In both thermal and
metallurgical coal, the influence of lower
Chinese demand has resulted in reduced net
import levels. Rio Tinto expects the difficult
price environment for coal to continue in the
medium term.

Resolution Copper
(Rio Tinto: 55 per cent)
The Resolution Copper project, located in
Arizona, US, is one of the world’s largest
undeveloped copper deposits. Drilling,
underground development and engineering
studies continue and the company expects a
comprehensive environmental review required
by National Environmental Policy Act (NEPA)
to begin in 2016.
Innovation
The Copper & Coal group is testing and
evaluating technologies to drive safety,
sustainability and productivity at its current
mines and expansions. The innovation portfolio
is being prioritised to ensure that the best
projects are being pursued, and that there is a
balance between short and long-term initiatives.

(c) See sales guidance in Freeport McMoran’s fourth
quarter 2015 earnings conference call presentation,
dated 26 January, and Rio Tinto’s Chartbook (available
on riotinto.com) for current guidance on metal strip
thresholds.
(d) This is only a portion of Rio Tinto Kennecott’s current
ore reserves. See Ore reserves section of this report for
Rio Tinto Kennecott’s ore reserves including breakout of
all metals and classifications.

2015 Strategic report

riotinto.com

35

STRATEGIC REPORT

Escondida
(Rio Tinto: 30 per cent interest)
Located in Chile’s Atacama Desert, Escondida
is the world’s largest copper-producing mine. In
2015, Escondida produced 1,148.8 thousand
tonnes of mined copper (100 per cent basis).
Production in 2015 was comparable with 2014,
as higher throughput and recoveries from
leaching more than offset lower grades.

Diamonds & Minerals
Financial performance

Revenue
Net cash generated
from operating
activities
Underlying earnings
Underlying earnings
excluding Simandou
Capital expenditure
Net operating assets
EBITDA

2015
US$ million

2014
US$ million

3,674
1,010

4,783
1,184

189

269

230
446
5,189
833

324
562
7,977
1,045

Strategy and strategic priorities
The Diamonds & Minerals product group has an
attractive portfolio of businesses that connect
customers and consumers all around the world
with products that enhance their quality of life.
Demand growth for diamonds and industrial
minerals typically comes mid-to-late in the
economic development cycle, following peak
requirements for commodities such as iron ore
and copper.
The product group’s strategy is focused on
operating low-cost, demand-led businesses.
Through its integrated marketing strategies
and insight, the product group creates and
grows global markets for its products to deliver
value for Rio Tinto and its shareholders.
The product group’s strategy is focused on:
– Operating demand-led, integrated
operations that can respond quickly to the
changing external environment.
– Creating and growing global markets
through technical research and
development and market insight.
– Improving operating performance by
reducing costs, driving productivity and
streamlining the organisation.
– Strengthening its position in traditional
segments and entering attractive
new markets.

Safety
In its pursuit of zero harm, the Diamonds &
Minerals product group continues to focus on
fostering a culture of accountability and
awareness among employees and improving
contractor safety. The product group’s all injury
frequency rate (AIFR) fell to 0.42 in 2015 from
0.53 in 2014. However despite this
improvement, there were three fatalities in the
product group during the year: at QIT
Madagascar Minerals (QMM), at Rio Tinto Fer
et Titane (RTFT) and at the Simandou project
in Guinea. The group is redoubling its efforts to
eliminate fatalities by placing an emphasis on
critical controls and robust process safety,
including rolling out a critical risk management
programme across the business.
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With a workforce spanning multiple
geographies, languages and cultures, the
group faces unique health and safety
challenges. Managers use innovative strategies
and visible safety leadership to address these
and to train the workforce.
The Ebola outbreak in Guinea, which the World
Health Organization has now declared ended,
was a critical issue for the product group during
the year. The priority for Diamonds & Minerals
has been to ensure the health and safety of
employees, contractors and their families while
supporting the wider response to this epidemic.

Greenhouse gas emissions
Overall greenhouse gas (GHG) emissions
intensity across the product group improved
slightly in 2015 compared with 2014.
Emissions intensity for Rio Tinto Iron &
Titanium and Rio Tinto Diamonds improved
compared with 2014, while GHG emissions per
tonne of product were marginally higher at
Rio Tinto Minerals. The product group
continues to invest in the implementation of
more efficient equipment and technology, such
as the wind farm at Diavik.

Review of operations
The Diamonds & Minerals product group’s
underlying earnings of US$189 million were
30 per cent lower than 2014. This reflected
lower sales prices and reduced volumes in
response to soft market conditions, partly
offset by weaker exchange rates. In absolute
terms, cash operating costs were
US$832 million lower than 2014 (including a
US$342 million benefit from exchange rate
movements), although the earnings impact
was partly offset by the unit cost impact of
lower production. Net cash generated from
operating activities of US$1,010 million was
15 per cent lower than in 2014, due to lower
prices and sales volumes, partly mitigated by
further reductions in working capital. Capital
expenditure of US$446 million was 21 per cent
lower than in 2014.
Rio Tinto Diamonds (RTD)
RTD is a leading producer of rough diamonds,
with a product portfolio that provides a
presence in all major markets and market
segments. Rio Tinto’s diamonds assets
comprise the Argyle Diamond Mine in Australia
(Rio Tinto: 100 per cent), the Diavik Diamond
Mine in Canada (Rio Tinto: 60 per cent) and the
Bunder diamond project in India (Rio Tinto:
100 per cent). During 2015, Rio Tinto sold its
78 per cent interest in Murowa Diamonds in
Zimbabwe. RTD markets its share of rough
diamond production through a centralised
sales and marketing office.
It also has a high-end branded business based
in Perth, Australia, which polishes, markets and
sells its very rare Argyle pink diamonds.

RTD produced 17.4 million carats of rough
diamonds in 2015, 25 per cent higher than
2014. At Argyle, the ramp-up of production
from the underground mine delivered a
47 per cent increase in carats produced
compared with 2014. At Diavik, carats
recovered were 11 per cent lower than in
2014, attributable to processing plant pauses
in the fourth quarter and the absence of
stockpiled ore processed in 2014. Both
Diavik and Argyle now operate as fully
underground mines.
Revenue in 2015 was 23 per cent lower
than in 2014, reflecting the impact of lower
prices and the disposal of Murowa, partially
offset by higher sales volumes from Argyle.
At US$79 million, 2015 earnings were
US$25 million lower than in 2014.
Rio Tinto Iron & Titanium (RTIT)
RTIT is the world’s largest producer of
high-grade titanium dioxide feedstocks. It
mines ilmenite at its wholly-owned RTFT
operation in Canada, its managed operation
Richards Bay Minerals (RBM) in South Africa
(Rio Tinto: 74 per cent), and its QMM operation
in Madagascar (Rio Tinto: 80 per cent). RTIT
produces high-grade titanium dioxide
feedstocks at its world-class metallurgical
complexes at RTFT and RBM as well as
valuable co-products including high purity iron,
steel, metal powders and zircon.
Titanium dioxide slag production was
25 per cent lower in 2015 than in 2014 at
1.1 million tonnes as RTIT continues to
optimise production to reflect weaker demand.
Two of nine furnaces at RTFT and one of four
furnaces at RBM are currently idled, reflecting
lower demand for high-grade feedstocks.
RTIT’s revenues fell by 28 per cent due to
lower sales volumes and lower prices for
titanium dioxide feedstocks, metallic products
and zircon. Earnings fell by 53 per cent to
US$116 million.
Rio Tinto Minerals (RTM)
RTM (Rio Tinto: 100 per cent) supplies over
30 per cent of the world’s refined borates from
its world-class deposit in Boron, California.
RTM also has borates refineries and/or
shipping facilities in China, France, Malaysia,
the Netherlands, Spain and the US together
with the Jadar lithium-borate project
(Rio Tinto: 100 per cent) in Serbia.
Borates production of 476,000 tonnes boric
oxide equivalent was six per cent lower than in
2014, driven primarily by lower market
demand. Revenue was eight per cent lower
than in 2014, and earnings of US$103 million
were 15 per cent lower. During the year,
Rio Tinto Minerals successfully commissioned
the modified direct dissolving of kernite
(MDDK) facility, which allows for more
efficient orebody utilisation.

Salt production of 5.5 million tonnes (Rio Tinto
share) was 18 per cent lower than 2014 as a
result of weaker demand. Earnings increased
33 per cent to US$24 million.
Uranium
The Uranium business comprises Energy
Resources of Australia Ltd (ERA, Rio Tinto:
68.4 per cent), which operates the Ranger Mine
in the Northern Territory of Australia and
Rössing Uranium Limited (Rio Tinto:
68.6 per cent) in Namibia, together with the
Roughrider project (Rio Tinto: 100 per cent) in
Canada’s Athabasca Basin. The Uranium
business became part of the Diamonds &
Minerals product group during 2015.
Uranium production of five million pounds
(Rio Tinto share) was 20 per cent higher than in
2014, with lower grades and recoveries more
than offset by a full year of production at ERA.
ERA continues to process existing stockpiles.
Revenues fell 25 per cent due to lower sales
volumes, however losses of US$42 million were
64 per cent lower than in 2014, including the
effect of cash cost savings and favourable
exchange rates.
On 11 June 2015, Rio Tinto announced that it
supported ERA’s decision not to proceed with
the Final Feasibility Study of the Ranger 3
Deeps project. Rio Tinto also determined that it
did not support any further study or the future
development of Ranger 3 Deeps due to the
project’s economic challenges. The group
recognised an impairment charge of
US$262 million (net of non-controlling
interests and tax) relating to its shareholding in
ERA at the half year.

Development projects
The development of the A21 kimberlite pipe
at Diavik is advancing as planned and will
provide an important source of incremental
production to maintain current volumes up
to the end of mine life. A21 is estimated to
cost US$350 million (Rio Tinto share
US$210 million), with first production
expected in 2018.
Work continued on the feasibility study for the
Zulti South mine expansion at RBM, which will
maintain low-cost RBM smelting capacity. The
mineral sands exploration programme in
Mozambique and other brownfield studies at
the group’s operations also continued
throughout the year.

The Simandou iron ore project in Guinea is one
of the largest-known undeveloped high-grade
iron ore orebodies in the world. On 26 May
2014, Rio Tinto and its Simandou project
partners signed an Investment Framework with
the Government of Guinea which provided the
legal and commercial foundation for the project
and formally separated the infrastructure and
mine development plan. The Simandou project
partners are currently finalising an integrated
Bankable Feasibility Study (BFS) for the mine,
port and infrastructure elements of the project,
which is scheduled to be submitted to the
Government of Guinea in May 2016. Given the
uncertainties associated with funding the
infrastructure, coupled with the volatility of the
current and near-term outlook for commodity
prices, the Group has undertaken a review of
the carrying value of the asset and determined
an impairment charge of US$1,118 million (net
of non-controlling interests and tax). In
finalising the integrated BFS, Rio Tinto will
maintain a dialogue with potential
infrastructure investors, in order to preserve
the potential of this world-class orebody.
The Bunder diamond project is progressing its
prefeasibility studies, which began in July 2010.
The project is seeking environmental and
forestry approvals before commencing the next
stage of the study.
The Jadar project in Serbia is a potentially
world-class lithium-borate deposit discovered
by Rio Tinto in 2004. If developed, it could
supply a significant proportion of global
demand for lithium and borates. Findings so
far are encouraging and prefeasibility
assessments are ongoing to confirm the
economic business case and advance the
environmental and social-economic impact
assessments for the project.
The Roughrider project is a uranium
exploration site located in Canada’s Athabasca
Basin in north-east Saskatchewan. The basin
supplies approximately 20 per cent of the
world’s uranium. In late 2015, Rio Tinto
completed an Order of Magnitude study on the
project. This led to the Group recognising a
post-tax impairment charge of US$199 million
relating to goodwill and intangible assets.
Technical oversight of the Roughrider project
has transitioned to Exploration.
In 2011, Diamonds & Minerals re-entered the
potash business through an exploration joint
venture with North Atlantic Potash Inc. (NAPI),
a subsidiary of JSC Acron. Acron is a world
leader in fertiliser production and holds
multiple potash exploration permits in
Saskatchewan, Canada. Rio Tinto remains in
discussions with NAPI and Acron regarding
the optimum development pathway for the
joint venture.

Outlook
Since 2013, demand softened in Diamonds &
Minerals’ markets in response to broader
economic trends. Markets are still challenging,
with the pace of recovery expected to be slower
than previously anticipated. However, the
medium- to long-term outlook continues to be
positive across all products as urbanisation and
rising standards of living, particularly in China,
drive higher levels of demand.
Demand for borates is expected to remain
relatively stable in the near term, with strong
demand growth in some end-use sectors being
partially offset by excess inventory build in the
value chains of others. The long-term industry
fundamentals remain attractive. RTM will focus
on increasing refined borates capacity to meet
higher-than-GDP demand growth while
achieving world-class safety performance and
improving its cost position.
Titanium dioxide pigment and feedstock
inventories across the supply chain remain
elevated. In response to weak demand and in
order to reduce operating costs and inventory,
RTIT has taken action at a number of its
operations, including temporary closures of
mining and processing facilities across the
business. Whilst the short-term market
conditions remain challenging, demand for
titanium dioxide feedstock is expected to
continue to grow in the medium- to long-term,
in line with improving global economic
conditions, urbanisation and demand growth in
emerging markets supported by rising per
capita incomes.
Rough and polished diamond inventories
remain high throughout the pipeline. Combined
with subdued demand from India and China,
this has led to lower prices in the short term.
Despite this downturn, the medium to
long-term fundamentals for the diamond
industry remain positive and are expected to
support sustainable future price growth as
inventories deplete and markets recover. The
global mineral resource base is steadily
declining, exacerbated by limited exploration
investment and success, and reductions in
supply over the medium to longer term.
Demand in India and China is estimated to pick
up as conditions improve. Demand in mature
markets is expected to continue to grow in line
with GDP.
The uranium market remains challenged due to
the lingering effects of the Fukushima accident
and delays in new reactor projects around the
world. However, some Japanese reactors
resumed operation in 2015, and China’s
new-build programme is gathering momentum.
Furthermore, increased global attention to
climate change and carbon emissions will
benefit the longer-term growth of nuclear
power around the world.
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Dampier Salt (DSL)
DSL (Rio Tinto: 68 per cent), the world’s largest
solar salt exporter, produces industrial salt by
solar evaporation of seawater at Dampier and
Port Hedland, and from underground brine at
Lake MacLeod, all in Western Australia. Salt is
sold principally to base chemical industry
markets in Asia.

Iron Ore
Financial performance

Greenhouse gas emissions

2015
2014
US$ million US$ million

Revenue
Net cash generated
from operating activities
Underlying earnings
Capital expenditure
Net operating assets
EBITDA

15,305

23,281

6,061
3,952
1,726
18,005
7,872

10,274
8,107
4,211
20,987
14,244

Strategy and strategic priorities
The Iron Ore product group focuses on three
strategic goals to maintain its position as the
best iron ore business in the world:
– Production at the right cost, with a total
focus on safety.
– Value-driven growth from disciplined
phasing and low-cost growth options.
– Maximising portfolio value through
specialist sales and marketing expertise.

Safety
In 2015, Iron Ore achieved a fatality-free year.
The all injury frequency rate across the group
was 0.49 compared with 0.73 in 2014, a
32.9 per cent improvement. This improvement
is attributable to a number of ongoing
programmes that have strengthened safety
interactions and focus in the field.
Further engagement and visibility from
leadership teams continues positively
influencing safety culture, driving better
safety performance year-on-year across the
product group.
Iron Ore has also adopted critical risk
management as part of a fatality elimination
strategy aimed at embedding critical controls
across Rio Tinto’s managed operations. This
programme was introduced to supervisors in
2015 and will continue in 2016.
In Western Australia, Iron Ore launched a
wellbeing strategy across the business. Key
activities included a peer support programme
and a leader education programme focusing on
mental health awareness, managing stress and
building resilience. During 2015, Rio Tinto
Marine improved the safety culture aboard its
vessels, with training and welfare programmes
and critical risk controls, inspections and safety
performance reviews that will continue in 2016.
In a challenging year, Iron Ore Company of
Canada’s (IOC) (Rio Tinto share 58.7 per cent)
all injury frequency rate was 0.74 compared
with 0.66 last year. The continued roll-out of
critical risk management will ensure the focus
is on achieving the goal of zero harm.
The Pilbara Utilities team was named the
winner of the Chief Executive Safety Award in
2015 for the second year running. The award
recognises sites and teams with the best
annual safety performance, culture
and leadership.
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Throughout 2015, Iron Ore continued to reduce
greenhouse gas emissions across mine, rail
and port operations.
Productivity projects in the Pilbara have also
focused on improving energy efficiency. For
example, fuel saving software has improved
fuel burn in excavators and trucks across
the operations.
Greenhouse gas intensity of saleable
production at IOC improved by 18 per cent
compared with the 2008 baseline. This was due
to an increase in the ratio of concentrate sales,
combined with operational efficiencies.
In total, the product group’s greenhouse gas
emissions intensity has improved by 7.6 per
cent on the baseline target set in 2008.

Review of operations
Rio Tinto operates a world-class iron ore
portfolio, with major operations and projects
spanning four continents. This includes
operations in the Pilbara region of Western
Australia and in Canada, and projects in
Guinea (see page 37) and India.
In the Pilbara region of Western Australia,
Rio Tinto operates the world’s largest
integrated portfolio of iron ore assets. This
system comprises 15 mines, four independent
port terminals, over 1,700km of the largest
privately-owned heavy freight railway in
Australia, and supporting infrastructure, all
linked by the Operations Centre in Perth.
IOC operates a mine, concentrator and
pelletising plant in the Canadian province of
Newfoundland and Labrador, together with port
facilities in Sept-Îles, Quebec.
Rio Tinto Marine delivers shipping services to
the wider Rio Tinto Group, including Iron Ore.
In 2015 Iron Ore achieved underlying earnings
of US$3,952 million. Despite record sales
volumes and continued cash cost savings,
weaker iron ore prices, down 43 per cent on
average year-on-year, reduced earnings by
US$5,541 million on 2014.
Iron Ore shipments for 2015 were
336.6 million tonnes globally (Rio Tinto share:
270.9 million tonnes) an increase of 11.2 per
cent on 2014. This included IOC’s delivery of
9.6 million tonnes of pellets and 8.4 million
tonnes of concentrate for sale in 2015.
Iron ore production was 327.6 million tonnes
globally (Rio Tinto share: 263 million tonnes).
Sales exceeded production in 2015 due to the
drawdown of stockpiled iron ore inventory,
which is now largely depleted.
Strong quarterly production and sales were
achieved throughout the year as expanded
Pilbara infrastructure continued to integrate
with operations. Increased asset reliability
and performance also resulted in a record
year for IOC.

The Pilbara performance remained strong
despite interruptions throughout the year,
including a train derailment temporarily
blocking the rail access to the Dampier port,
and tropical cyclones Olwyn and Quang
interrupting coastal operations in the second
quarter. Inland Pilbara mines were also
impacted by unseasonal wet weather during
the second quarter and bush fires caused by
lightning strikes in the fourth quarter.
Contestable iron ore demand in 2015
decreased marginally to 1.72 billion tonnes.
During the year around 110 Mt of additional
iron ore supply entered the market with
approximately 130 Mt exiting. Chinese
domestic supply continues to struggle with
high operating costs due to the nature and
location of its iron ore reserves, which require
more processing than most seaborne supply.
Non-traditional supply (Iran, Russia, Ukraine,
Kazakhstan, Mexico, Indonesia and others),
which peaked in 2013, has also declined
significantly due to sustained low prices.
In 2015, the iron ore price averaged around
US$50 per dry metric tonne (Platts 62 per cent
Fe FOB), down from an average of around
US$88 per dry metric tonne in 2014.
Rio Tinto Marine shipped 265 Mt of dry bulk
cargo on behalf of the entire Rio Tinto Group,
an increase of 11 per cent on 2014. By volume,
Rio Tinto is the largest dry bulk shipping
business in the world, operating 17 vessels of
its own and contracting a fleet of around 200
vessels at any given time. Average freight rates
in 2015 tracked below 2014 and forward
voyage rate curves are flat, reflecting ongoing
vessel oversupply and low bunker fuel prices.
The construction and commissioning of the
Pilbara port and rail infrastructure expansion
were completed in mid-2015. Iron Ore
continues to ramp up this integrated system to
full capacity to generate maximum value.
A range of initiatives undertaken throughout
2015 resulted in pre-tax cash cost reductions
of US$428 million and have now delivered
US$1.1 billion of cumulative savings compared
with the 2012 base, making a significant
contribution to the wider Rio Tinto Group
pre-tax savings. Further efficiency
improvements reduced the Pilbara cash unit
costs to US$14.9 per tonne in 2015, compared
with US$19.5 per tonne in 2014. At the same
time, working capital levels across Iron Ore
were reduced by 83 per cent year on year
compared with 2014. These savings have been
achieved while increasing production by more
than ten per cent and improving safety
performance in 2015.
Initiatives included inventory reduction
measures that have reduced warehousemanaged inventory by A$129 million
(US$94 million) for the year. Savings were also
achieved through supplier negotiations, and by
reducing 400,000 hours of maintenance time
with new “failure mode”-based tactics aimed at
improving asset reliability and removing all

Iron Ore continues to be the world’s largest
autonomous truck operator and a proud leader
in automated mining technologies. The Pilbara
fleet of autonomous haulage trucks and
autonomous drills continued to improve
performance in 2015.
The autonomous haulage system (AHS) truck
fleet is deployed across three sites in the
Pilbara, decreasing load and haul operating
costs by up to 13 per cent, and increasing
effective utilisation by up to 14 per cent
compared with a manned fleet. Software
upgrades during the year also improved
reliability. The AHS fleet currently comprises
71 trucks with 19 Komatsu 830E AHS trucks at
Hope Downs 4, 30 Komatsu 930E AHS trucks
at Nammuldi and 22 Komatsu 930E AHS
trucks at Yandicoogina.
This year, Iron Ore expanded the number of
fully autonomous drills operating at the West
Angelas mine in the Pilbara to seven and
successfully trialled their remote operation
from the Operations Centre in Perth.
Once implemented, AutoHaul® will be the
world’s first fully autonomous, heavy-haulage,
long-distance rail system. In 2015, the physical
installation work neared completion and trains
are being operated under controlled conditions
to demonstrate the safety and performance of
the system. As at the end of 2015, more than
70,000km of mainline train trials have been
completed. AutoHaul® development will
continue, including submission of regulatory
approvals, completion of full system
functionality and, improvement of system
performance and reliability.
Iron Ore maintained its focus on supporting
local communities, Aboriginal Traditional
Owners, businesses and people located within
its operational footprint. The product group
continued actively implementing participation
agreements with Traditional Owners in the
Pilbara, which secure land access for the life of
mining operations. These agreements
incorporate mutual obligations to deliver
outcomes in employment, financial
compensation, education and training, heritage
surveys and practices, environmental care and
land use.
Iron Ore also supported Pilbara Aboriginal
businesses to secure contracts in the Pilbara
and remains one of the largest private-sector
employers of Indigenous people in Australia,
with approximately 1,000 Indigenous
employees, including more than 350 Pilbara
Aboriginal people. Rio Tinto joined the
Australian campaign for constitutional
recognition of Aboriginal and Torres Strait
Islander people by formally supporting the
Recognise campaign in June 2015.

Iron Ore continues to support programmes and
initiatives across the Pilbara, our “fly in, fly out”
(FIFO) source communities in regional Western
Australia and Perth. Two keystone partnerships
include the Community Infrastructure and
Services Partnerships with the City of Karratha
and the Shire of Ashburton. These focus on
working together to make the Pilbara region a
better place to live and work through a shared
vision of improving town amenities and
revitalising communities.
IOC continued as a supplier of high-quality,
premium pellets and high-quality, lowcontaminant concentrate. The company
remains focused on increasing production to
nameplate capacity following completion of the
Concentrate Expansion Project in 2014 and
further reducing costs. Through effective
employee engagement, highly visible
leadership and improved asset management,
IOC shipped 26.2 per cent more tonnes in 2015
versus 2014. A C$45.3 concentrate operating
unit cost was achieved following a 19 per cent
reduction from 2014.
IOC continued to focus on building and
maintaining strong relationships with
Aboriginal groups through engagement,
consultation and collaboration. The company is
actively implementing two Aboriginal
agreements in Labrador to promote access to
Aboriginal business development and
employment opportunities. IOC also provided
support to Group-wide initiatives and
partnerships across Canada to encourage
opportunities for Aboriginal youth, including
support to undertake education and training.

Development projects
The Pilbara infrastructure expansions were
completed in mid-2015, delivering expanded
port and shipping capacity at Cape Lambert,
increased rail network capacity, improved
power and fuel supply and distribution, as well
as expanded and improved accommodation
and town facilities in the Pilbara.
A number of mine developments were also
completed throughout 2015 to sustain existing
operations and as part of the growth
programme. The West Angelas Deposit B
project achieved full production rates, allowing
the West Angelas operation to achieve 35 Mt/a
in the first quarter of the year, and the
Nammuldi Below Water Table project was fully
commissioned, achieving nameplate capacity.
The Yandicoogina project delivered first ore,
which will sustain the existing Yandicoogina
operation and increase capacity to 60 Mt/a. At
Western Turner Syncline 2, a road train
operation that began in May 2015 delivered an
additional 7 Mt/a at Tom Price.
The brownfield mine growth is being achieved
at an average mine production capital intensity

of approximately US$9 per tonne. It is expected
that the full infrastructure expansion will be
delivered at an industry-leading capital
intensity of US$100-110 per tonne.
Pilbara mine production capacity increased
through a series of low-cost brownfield
expansions and operational improvements
which were undertaken during 2015.
Following completion of the Pilbara
infrastructure and brownfield expansions in the
first half of 2015, the focus has shifted to the
Nammuldi Incremental Tonnes (NIT) project,
which delivers high-grade, low-phosphorous
ore into the Pilbara Blend. The initial phase,
with a five million tonne per annum capacity,
started production in the fourth quarter of
2015. Construction has begun on the second
phase, which will take annual capacity from the
NIT project up from five to ten million tonnes
and is due to come into production in the fourth
quarter of 2016.
The Wickham town upgrade project was
completed in September 2015. This
US$300 million project supports the Cape
Lambert port and rail operations workforce
and included the construction of more than
240 houses, the Wickham Lodge FIFO
accommodation and the Julutharndu Maya
Central Facilities building as well as new parks,
roads and other community infrastructure.
Construction of the A$18 million Dampier
Community hub began in the second quarter of
2015, followed by the announcement in the
fourth quarter of an A$8 million contribution for
construction and operation of the Wickham
community hub. These projects at the coastal
operations will improve community amenity by
providing childcare and after-school services,
youth services, library services and facilities for
other community groups and activities.
During 2015, engagement continued with our
partners (Orissa Mining Corporation
(44 per cent) and the National Mineral
Development Corporation (5 per cent) on the
Odisha iron ore project in India. The current
focus is on progressing joint venture
arrangements with project partners and the
Odisha state government.

Outlook
Continuing low prices will challenge many iron
ore suppliers. However seaborne supply is
expected to continue to outpace demand
growth in the near term.
Contestable iron ore demand is likely to remain
flat in 2016 with new iron ore supply entering
the market likely to be offset by the continued
exits of marginal production. Over the medium
term we expect contestable iron ore demand to
grow by around 1.3 per cent CAGR until 2030.
This equates to approximately 370 Mt of
incremental demand, with around 20 per cent
expected to be driven by China.
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low-value tasks from sites. Other initiatives
have improved train cycle time, increased plant
utilisation, and extended the life of heavy
mobile equipment across the Pilbara fleet.

Exploration
Rio Tinto has had a sustained commitment to
exploration since 1946, with an exceptional
track record in mineral discovery. Mature
operations such as Weipa and the Pilbara were
Tier 1 greenfield discoveries by Rio Tinto
Exploration where value is still being realised
after more than 50 years of production.

Strategy and strategic priorities
Exploration creates value for Rio Tinto by
discovering or acquiring well-located,
high-grade Tier 1 resources. Its work spans
greenfield and brownfield exploration
programmes as well as research and
development that supports exploration.
Greenfield exploration aims to establish
completely new operating business units,
including diversifying into new commodities or
geographic areas. Brownfield exploration looks
to sustain or grow existing Group businesses in
the orbit of existing operations.
The Exploration group also supports a range of
projects across the business, providing orebody
knowledge, helping evaluate merger and
acquisition opportunities and providing resource
insights to support supply forecasts. During
2015, Exploration reviewed the orebody
knowledge content for all projects that were
progressed to the Investment Committee.
Community, sustainability and investment
requirements mean it can take over 20 years to
progress from initial exploration through to
discovery and on to a final development
decision. Rio Tinto’s core exploration capability
and rigorous global prioritisation process has
consistently delivered Tier 1 discoveries, which
in the last ten years include:
Year

Discovery

2008 Sulawesi
2008 Mutamba
2009 Jadar
2011
2013
2014
2015

Amargosa
KP405
Yandi Braid
Mount
Thorley
Warkworth/
Hunter
Valley

Commodity

Location

Nickel
Titanium
Lithium/
borates
Bauxite
Potash
Iron ore
Coking coal

Indonesia
Mozambique
Serbia
Brazil
Canada
Australia
Australia

At the end of 2015, the Exploration group was
active in 18 countries and assessing
opportunities in other countries across a range
of commodities including copper, nickel, iron
ore, bauxite, coking coal, uranium, diamonds
and mineral sands. Exploration activities in
China were conducted through CRTX, the joint
venture between Chinalco (51 per cent) and
Rio Tinto (49 per cent). The Exploration group is
organised into regional multi-commodity teams
based in Melbourne, London, Salt Lake City,
Perth, Brisbane and Beijing, which are
supported by a team of technical and
commodity professionals. This structure
provides a global reach with a local presence
that allows for effective community
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engagement and development of the Group’s
social licence to operate.

of publicly available data and a focus on data
accuracy and availability has continued to drive
efficiency improvements. Research and
Safety
development projects have progressed in 2015.
In 2015, Exploration achieved a fatality-free year. New analytical techniques for mineral
geochemistry that support exploration targeting
At the end of 2015 the Exploration group’s all
were applied across a number of regions and
injury frequency rate was 0.43, sustaining the
are proving attractive to potential exploration
improvement from the 0.47 rate at the end of
2014. A multi-year change programme across the joint venture partners. Progress continued on
the development of the VK1 airborne gravity
Exploration group has helped to sustain the
gradiometer, with a continuing improvement in
significant safety improvement gained in 2013.
detection levels achieved in 2015.
During 2015, Exploration undertook a review of
past incidents that had resulted in fatalities on
In addition to Exploration’s projects, the Group’s
exploration projects. The aim was to understand
major evaluation projects in 2015 were:
how and why those fatal events occurred and try
Project
Commodity
Country
to ensure that they do not happen again. The
findings were compiled as a series of case studies La Granja
Copper
Peru
for the group to learn from. This increased focus
Resolution
Copper
US
on fatality prevention across the Exploration
Pilbara
Iron
ore
Australia
group continued, with planning for a number of
Coking coal
Australia
pilot projects under way to trial the roll-out of the Bowen Basin
Rio Tinto critical risk management programme.
Hunter Valley Thermal coal
Australia
Zulti South
Mineral sands
South Africa
Performance
Jadar
Lithium/borates Serbia
During 2015, with the support of a more visible
Simandou
Iron ore
Guinea
communication strategy, commercial activities
Weipa
Bauxite
Australia
increased, providing access to new projects and
supporting the progression of projects through
the Exploration project pipeline. Exploration
joint ventures were established in the US, Chile,
Serbia and Australia. Divestment activities
continue for projects not of interest to Rio Tinto.
At the Roughrider uranium project in
Saskatchewan, orebody knowledge progressed
with geological and structural interpretation
and resource modelling. At the Sanxai bauxite
project in Laos, ongoing exploration provided
greater certainty around resource quality, while
infrastructure studies targeted a range of
options for transporting the ore to a suitable
port location. The Amargosa bauxite project in
Brazil has progressed, with drilling and mapping
advancing a number of brownfield areas in the
Amargosa orbit as well as adding new prospects
in the region. Brownfield projects generated
good drilling results at iron ore projects in the
Pilbara, coking coal projects in the Hunter
Valley and Bowen Basin, and for bauxite in the
Weipa orbit in Australia. In the Bingham orbit in
the US, drilling continued to extend the
mineralisation envelope.

In 2015, the Group reduced its exploration and
evaluation expenditure to US$576 million(a).
This represented a 23 per cent decrease
compared with 2014 expenditure of
US$747 million. Of the 2015 spend,
US$141 million relates to centrally-controlled
exploration and evaluation activity. In total,
Rio Tinto’s 2015 exploration and evaluation
activity covered eight commodities across a
range of greenfield and brownfield
environments.

Outlook

In 2016 the Exploration group will continue to
work on a prioritised portfolio of greenfield and
brownfield projects. The continued downturn in
commodity prices is expected to produce
further cost-effective commercial opportunities
to gain access to high-quality exploration
properties. However, challenges are expected to
continue around timeframes to access ground,
the need to increasingly explore for orebodies
beneath cover rocks, and the decreasing grade
and quality of potential orebodies. The
Exploration group will focus on project
Exploration activities are underpinned by data
and information management. Targeted capture generation in a number of key geographies, as
well as testing of targets within the portfolio.
For 2016, exploration projects at a more
advanced stage are listed in the table below:

Project

Commodity

Country

Type

Stage

Tamarack
Roughrider(b)
Sanxai
Amargosa orbit
Bowen Basin
Pilbara

Nickel
Uranium
Bauxite
Bauxite
Coking coal
Iron ore

US
Canada
Laos
Brazil
Australia
Australia

Greenfield
Greenfield
Greenfield
Greenfield
Brownfield
Brownfield

Project of Merit
Order of Magnitude
Project of Merit
Order of Magnitude
Project of Merit
Project of Merit

(a) An additional US$8 million gain on disposal of undeveloped evaluation projects was recorded separately in profit/(loss)
relating to interest in undeveloped projects in the income statement.
(b) As noted on page 37, an impairment charge has been recognised on this project.

In close partnership with our product groups,
Technology & Innovation (T&I) provides
leadership in the fields of technical excellence,
productivity, major capital projects, technical
assurance and strategic planning. It has a track
record of creating value and implementing
step-change initiatives that help maintain the
Group’s competitive advantage. Gross costs in
2015 were US$204 million compared with
US$340 million in 2014 and US$370 million
in 2013.

Strategy and strategic priorities
T&I’s strategic priorities are to deliver
world-class projects and drive operating
excellence. In 2015 the productivity team was
restructured to focus on selected Group-wide,
high-value projects.

Safety
In 2015, T&I achieved a fatality-free year. T&I is
committed to the safety of our employees. The
all injury frequency rate for T&I was 0.44 in
2015 compared with 0.57 in 2014. This
improvement is a result of a leadership focus
on zero harm, particularly areas of risk that
have the potential for fatal injury. This year,
Rio Tinto Projects, the team that is responsible
for major project delivery in the Group, focused
on five areas of improvement: incorporating
health, safety, environment and communities
(HSEC) aspects in project design; leadership
and engagement to build a safety culture;
critical risk management; learning from
incidents; and being work-ready.

Performance
Projects
In 2015, T&I successfully completed
construction of the Kitimat Modernisation
Project in Canada in accordance with the
revised schedule and budget. In the Pilbara, T&I
completed the infrastructure components of
the Iron Ore Pilbara expansion. This included
the expansion of port and shipping capacity at
Cape Lambert, laying additional track and rail
infrastructure, fuel facilities and the expansion
of accommodation and town facilities. It has
been delivered on time and more than
US$800 million below budget. During the year,
T&I completed the following mine expansions
in the Pilbara:
– 21 Mt/a Nammuldi below-water-table project
– West Angelas Deposit B project, increasing
capacity to 35 Mt/a
– Yandicoogina sustaining project, increasing
capacity to 60 Mt/a
– Western Turner Syncline 2 road
train operation

T&I continued execution of the Holden
Environmental Remediation project, US; East
Waste Rock Extension project, Rio Tinto
Kennecott; and AutoHaul® project, Pilbara. It
commenced project execution of the
US$1.9 billion Amrun bauxite project. T&I also
provided execution planning and preparation
work into the following studies:
– Oyu Tolgoi underground copper project,
Mongolia
– Hail Creek coal project, Australia
– Zulti South, mineral sands, South Africa
– Jadar lithium-borate deposit, Serbia
– Simandou iron ore project, Guinea
– Silvergrass and Koodaideri iron ore mines,
Pilbara, Australia
T&I’s capital effectiveness programme applies
capital intensity tools to focus on cost
reduction and has already delivered strong
results at the Amrun and Silvergrass projects.
The Technical Assurance team independently
assesses investment decisions for the Rio Tinto
Investment Committee and board. Its work has
helped ensure the right projects are supported
and prioritised in line with the capital
expenditure plan for the year. In 2015,
the post-investment review programme,
which extracts the lessons from past
investments in order to improve future
projects, continued to help improve the
assurance process for investments.
Productivity
The Productivity programme, which aims to
generate more out of every dollar invested in
Rio Tinto’s business, made significant progress
during 2015. This included establishing:
– Technical Discipline Leadership group to
identify and embed world-class practices
that will improve Group productivity,
manage technical risk and improve
discipline health across the Group.
– World-Class Asset Management
productivity programme to improve
Group-wide asset performance through
optimising asset servicing, standardised
maintenance and predictive asset health.
– Energy Productivity programme to
increase performance in energy sourcing,
consumption and productivity of the
Group’s energy-intensive assets through
transparent energy measurement, power
optimisation, diesel efficiency initiatives
and alternative energy sources.

Innovation
The Mine of the Future™ programme continued
to progress and deliver value to Rio Tinto in the
areas of productivity and HSEC improvement:
– Autonomous Haulage System:
71 autonomous trucks in operation across
three sites in the Pilbara at year end.
– Testing and verification of the AutoHaul®
autonomous rail system continued, with
70,000km of mainline trials completed by
end of 2015.
– Expansion of the autonomous drill fleet at
the West Angelas mine, the world’s first
fully autonomous drill mine, has
contributed to more than 2.5 million metres
of drilling in autonomous mode.
– Automated train load-out systems were
installed, helping Iron Ore deliver
approximately 1.6 Mt of extra rail capacity.
– Remote Draft Survey technology is being
deployed to make ship loading safer by
calculating the air and water draft around a
bulk carrier. A functional enhancement is
being developed to improve loading times
and volumes.
– Resistate Indicator Minerals technology was
applied to improve the productivity of
copper and diamonds exploration.
– RTVis™: Extension of this visualisation
software to all sites in the Pilbara enabled
an increase in the recovery of high-grade
ore and savings in explosives costs.

Outlook
In 2016, T&I’s focus will be on three
strategic capabilities:
•
•
•

delivery of major projects;
technical excellence; and
improving performance through
innovation and analytics.

The programme also implemented T&I’s
smart-data architecture, metrics and analytics
strategy, enhancing the Group’s ability
to predict performance and increase
productivity gains.
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Technology & Innovation

Financial overview
The key metrics for Group financial
management and planning are summarised
below:

Underlying
earnings (a)
Net (loss)/
earnings (a)
Net cash generated
from operating
activities
Net debt
Total capital (b)

2015
US$m

2014
US$m

4,540

9,305 10,217

(866) 6,527

2013
US$m

3,665

9,383 14,286 15,078
13,783 12,495 18,055
57,911 67,089 71,557

(a) Underlying earnings is a key financial performance
indicator which management uses internally to assess
performance. It is presented here as a measure of
earnings to provide greater understanding of the
underlying business performance of the Group. Items
excluded from net (loss)/earnings to arrive at
underlying earnings are explained in note 2 to the
financial statements. Both net (loss)/earnings and
underlying earnings deal with amounts attributable to
the owners of Rio Tinto. However, IFRS requires that the
profit for the year reported in the income statement
should also include earnings attributable to
non-controlling interests in subsidiaries.
(b) Total capital is defined as equity attributable to owners
of Rio Tinto plus equity attributable to non-controlling
interests plus net debt.
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Underlying earnings of US$4.5 billion was
US$4.8 billion lower than 2014. Cash cost
improvements, higher volumes, lower energy
costs, positive currency and other movements
(totalling US$2.9 billion post-tax) partly offset
the US$7.7 billion (post-tax) impact of lower
commodity prices.
The main items excluded from underlying
earnings which resulted in the net loss of
US$0.9 billion were non-cash exchange losses
of US$3.3 billion (post-tax), impairment
charges of US$1.8 billion (post-tax) and
US$0.3 billion (post-tax) in restructuring costs,
including global headcount reductions.
Net cash generated from operating activities,
which include dividends from equity accounted
units, reflect the negative impact of lower
commodity prices partially offset by lower
taxes paid and further improvements in
working capital.
Net debt increased from US$12.5 billion at
31 December 2014 to US$13.8 billion at
31 December 2015 as free cash flow only
partially funded the US$2.0 billion share
buy-back.

Net debt to total capital (gearing ratio)
increased from 19 per cent at 31 December
2014 to 24 per cent at 31 December 2015.
Interest cover was seven times down from
13 times coverage in 2014. Much of the
increase in the gearing ratio was driven by the
US$10.5 billion decline in shareholders’ equity
from 31 December 2014 to 31 December 2015,
mainly attributable to weaker Australian and
Canadian currencies along with the share
buy-back and dividend payments.
In addition to the information provided on the
product groups on pages 32 to 39, further
information on their financial performance can
be found in note 2 and 3 to the financial
statements on pages 125 to 128 and the
financial information by business unit on
pages 194 to 197.

Selected financial data
The selected consolidated financial information below has been derived from the historical audited consolidated financial statements of the Rio Tinto
Group. The selected consolidated financial data should be read in conjunction with, and qualified in their entirety by reference to, the 2015 financial
statements and notes thereto. The primary financial statements and notes as included on pages 107 to 189 have been prepared in accordance with
IFRS as defined in note 1.
Rio Tinto Group
Income statement data extracts
For the years ended 31 December
Amounts in accordance with IFRS

2015
US$m

2014
US$m

2013
US$m

2012
US$m

2011
US$m

Consolidated sales revenue
Group operating profit/(loss) (a)

34,829
3,615

47,664
11,346

51,171
7,430

50,942
(1,925)

(Loss)/profit for the year from continuing operations
Loss after tax from discontinued operations

(1,719)
–

6,499
–

1,079
–

(3,020)
(7)

6,800
(10)

(Loss)/profit for the year

(1,719)

6,499

1,079

(3,027)

6,790

(47.5)

353.1

198.4

(163.4)

303.9

60,529
14,037

Basic (losses)/earnings per share (b)
– From continuing operations (US cents)
– From discontinued operations (US cents)

–

–

(0.4)

(47.5)

353.1

198.4

(163.8)

303.4

(47.5)

351.2

197.3

(163.4)

302.0

–

–

(0.4)

(47.5)

351.2

197.3

(163.8)

301.5

2015

2014

2013

2012

2011

– interim

107.5

96.0

83.5

72.5

54.0

– final

107.5

119.0

108.5

94.5

91.0

Basic (loss)/profit for the year per share (US cents)

–

(0.5)

Diluted (losses)/earnings per share (b)
– (Loss)/profit from continuing operations (US cents)
– Loss after tax from discontinued operations (US cents)
Diluted (loss)/profit for the year per share (US cents)
Dividends per share

–

(0.5)

Dividends declared in respect of the year
US cents

UK pence
– interim

68.92

56.9

54.3

46.4

33.1

– final

74.21

78.0

65.8

60.3

57.3

Australian cents
– interim

144.91

103.1

93.0

68.5

49.8

– final

151.89

153.0

120.14

91. 7

84.2

226.5

204.5

178.0

163.5

117.0

1824.7
1824.7

1,848.4
1,858.7

1,847.3
1,857.7

1,849.1
1,849.1

1,923.1
1,935.5

2015
US$m

2014
US$m

2013
US$m

2012
US$m

2011
US$m

91,564

107,827

111,025

118,437

120,152

8,474

9,053

9,410

10,189

10,024

Dividends paid during the year (US cents)
– ordinary
Weighted average number of shares – basic (millions)
Weighted average number of shares – diluted (millions) (b)
Balance sheet data extracts
at 31 December
Amounts in accordance with IFRS

Total assets
Share capital/premium
Total equity/net assets

44,128

54,594

53,502

57,740

58,884

Equity attributable to owners of Rio Tinto

37,349

46,285

45,886

46,553

52,199

(a) Group operating profit or loss includes the effects of charges and reversals resulting from impairments (other than impairments of equity accounted units) and profit and loss on disposals
of interests in businesses. Group operating profit or loss amounts shown above excludes equity accounted operations, finance items, tax and discontinued operations.
(b) The effects of dilutive securities have not been taken into account when calculating diluted loss per share for the years ended 31 December 2015 and 2012, in accordance with IAS 33
“Earnings Per Share”.
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Five year review

Summary Remuneration Report: Annual statement by the
Remuneration Committee chairman
Dear Shareholder
On behalf of the board, I am pleased to
introduce a summary of our 2015 directors’
remuneration report (the Remuneration
Report), for which we seek your support at our
annual general meetings (AGMs), in London in
April, and in Brisbane in May.
The Remuneration Report, which is available to
shareholders free of charge on request, as well
as to view on our website, riotinto.com/ar2015,
is designed to demonstrate the link between
the Group’s strategy, its performance, and the
remuneration outcomes for our executives,
particularly the executive directors.
With a view to delivering shareholder returns
through the cycle, Rio Tinto takes a long-term
approach to its activities, and this means
concentrating on developing long-life, low-cost,
expandable operations that are capable of
providing competitive returns throughout
business cycles. Our executives’ performance
objectives are set accordingly.
The Remuneration Report has been prepared in
accordance with applicable legislation and
corporate governance guidance in the UK and
Australia. Australian legislation requires
disclosures in respect of “key management
personnel”, being those persons having
authority and responsibility for planning,
directing and controlling the activities of the
Group. The key management personnel are, in
addition to the Executive Directors, the nondirector members of the Executive Committee.
The Executive Committee comprises the
executive directors, product group chief
executive officers and Group executives.
Throughout this Remuneration Report, the
members of the Executive Committee are
collectively referred to as “executives”.
They are listed on pages 51 and 54 of the
Group’s 2015 Annual report, which also show
the positions held during the year and
dates of appointment.
Shareholders will be aware that we have to
comply with UK and Australian legislation in
the remuneration arena and that the rules
differ. We have structured the voting
arrangements such that all shareholders vote
on both remuneration resolutions that we are
putting to our AGMs.
This Remuneration Report is divided into two
parts: the statement of remuneration policy,
which summarises our compensation policies
and practices (the Remuneration Policy); and
the annual report on remuneration, which
shows how the Remuneration Policy has been
applied (the Implementation Report).
The Remuneration Policy was subject to a
binding vote for UK law purposes in 2015 and
became effective in respect of payments to
directors from 7 May 2015. Minor changes have
been made to the Remuneration Policy since
then; these do not require shareholder
approval this year. A version of the
Remuneration Policy which highlights these
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changes can be found on our web site. There
will be no vote for UK law purposes on the
Remuneration Policy.
The Implementation Report (including this
statement) is subject to an advisory vote for
UK law purposes. The Remuneration Report
as a whole is subject to an advisory vote for
Australian law purposes. Both resolutions are
to be voted on at the AGMs as Joint Decision
Matters by Rio Tinto plc and Rio Tinto
Limited shareholders.
In the absence of circumstances which may
necessitate a change to the Remuneration
Policy, it is our intention that it will next be put
before shareholders for a vote, for UK law
purposes, at our AGMs in 2018.
Although, as a matter of UK law, the
Remuneration Policy only applies to the
remuneration of our directors, it is the
Committee’s intention that its broad policy
principles will continue to inform the way in
which our non-director key management
personnel on the Executive Committee
are remunerated.
The Remuneration Policy describes, among
other things: our executive remuneration
structure; the details of the discretions
available to the Committee; our approach to
remuneration on recruitment; the details of
executives’ service contracts; and how we
treat leavers.
Remuneration for executives comprises fixed
compensation in the form of base salary,
participation in a pension plan, superannuation
fund and/or a cash allowance to contribute to a
pension fund, the receipt of certain benefits,
and performance-related remuneration.
Each element is described in the
Remuneration Policy.
The majority of the remuneration of executives
will normally be performance related, and is
provided in the form of variable short and
long-term incentives, weighted towards the
long-term in shares.
In relation to the short-term incentive plan
(STIP), the Committee each year sets
performance criteria relative to three
benchmarks: threshold, target and
outstanding. Target performance is intended to
be stretching, and is typically equivalent to the
business plan for the year.
Our approach to the disclosure of measures,
weightings and targets remains unchanged. In
relation to the long-term incentive plan (LTIP),
these will all be disclosed in advance, at the
beginning of each five-year performance
period. In relation to the STIP, we will, when it
comes to disclosure, distinguish between
safety goals and financial and individual goals.
In the area of safety goals, we will continue to
disclose the measures, weightings and targets
at the beginning of each year. In the area of
financial and individual goals, we will continue
to disclose, at the beginning of each year, the
measures and weightings only, because we

regard the targets as commercially sensitive.
However, as we said in the Remuneration
Report last year, we intended to disclose, and
have in the Implementation Report disclosed,
the targets and outcomes for 2015
retrospectively. In the rare instances where this
may not be prudent on grounds of commercial
sensitivity, I will seek to explain why, and give
an indication of when they would be disclosed.
The chart on page 89 of the Group’s 2015
Annual report demonstrates the usual
timeframe for the delivery of the components
of remuneration, using 2015 as an example.
This emphasises the long-term nature of our
remuneration arrangements.
You will see several mechanisms in the
Remuneration Report that are intended to
create alignment of interest between
shareholders and executives (I show some of
these at work later in this statement). We have,
for our executives, a mandatory conversion of
50 per cent of any annual short-term bonus
payment into shares, with vesting deferred for
three years. The performance measures under
our long-term remuneration plans are
structured to support and incentivise the
creation of long-term shareholder value. In
addition, should circumstances warrant, we
have reserved to the Committee such
discretions as enable it to safeguard against
the return experience of shareholders being
materially misaligned with the reward
experience of executives. We want the
remuneration outcomes properly to reflect the
Group’s overall performance. We also have
meaningful share ownership requirements for
our executives as described in the
Implementation Report.
There are many examples in the Remuneration
Policy and practice of how our dialogue with
shareholders has influenced the Committee’s
decisions. In 2013, we added a new
performance measure to our Performance
Share Plan (PSP), namely the relative EBIT
margin improvement measure. We did this
because many of our owners had expressed a
wish that our PSP should incorporate some
diversification beyond total shareholder return
(TSR). We extended the performance period of
the PSP from four to five years and we
materially reduced the pay-out for threshold
performance. We have adjusted the safety
measures in our STIP targets to reflect lost
time injuries and all injury frequency rates. In
addition, from and including 2016, we have
included performance metrics relating to a key
programme to support our goal of fatality
elimination, called Critical Risk Management,
which is described in more detail on page 24 of
the Group’s 2015 Annual report.
The decisions relating to base pay changes for
executive directors and population, which
means that this year there has been a salary
freeze for the executives.
Building on the dialogue at our corporate
governance round table meetings in 2014 and
2015 (which were well attended and provided

2015 performance and remuneration
On page 80 and 82 of the Group’s 2015 Annual
report, we retrospectively disclose the financial
and individual targets set by the Board for
2015. I won’t repeat here the details of
performance against targets, save to say that,
in the main, targets were met, especially when
looking at the financial targets on a ‘flexed’
basis.I believe that, despite the inescapable
impact on earnings of the sharp downdraft in
commodity prices, shareholder interests were
well protected by the energetic management of
capital, costs, working capital, debt and
production during 2015.
I know that shareholders expect to see strong
alignment between the value of their own
shareholdings and the wealth of executives.
The remuneration outcomes shown in the
single total figure of remuneration testify
clearly to this alignment. Fifty per cent of the
annual STIP awards are deferred into shares
(through the Bonus Deferral Plan (BDP)) for
three years, specifically to ensure that a
material proportion of short term pay is
exposed over the medium-term to fluctuations
in our share price. The value of the 2015 and
2016 PSP awards also reflects the downward
movement in share price. The alignment is
further evidenced by our share ownership
policy, which is designed to create and
maintain significant individual exposure
through share ownership to upwards and
downwards movements in the value of
our equity.
The single total figure of remuneration is lower
in 2015 for the chief executive, chief financial
officer and most executives, due mainly to the
significantly lower value of LTIP awards
compared to 2014. This was caused both by a
lower vesting level for the PSP awards and a
lower UK and Australian share price at the date
the 2012 PSP awards vested in February 2016
(£18.51 versus £31.64 and A$42.22 versus
A$63.55 respectively).
The 2015 STIP awards for both Executive
Directors and the majority of the other
executives are lower, and in some cases
significantly lower, than last year, with a
broad variability of outcomes, reflecting
performance against stretching safety,
financial and individual targets. I will talk in a
moment about the aggregate STIP financial
score, but before that I will talk about the
2015 safety performance.
Looking at achievement against our 2015
safety STIP targets, the Group’s all injury
frequency rate improved from 0.59 in 2014 to a
new all-time low of 0.44 in 2015, which outperformed the Group’s “outstanding” target of
0.45. There were 220 lost time injuries in 2015
compared to 381 in 2014. This also out-

performed the level set for “outstanding”
performance for the Group of 231 lost
time injuries.
This has led to the maximum total safety
outcome for the Group, of 200 per cent.
However, reductions were applied to the safety
performance component of the STIP where a
fatality occurred. For example, the safety result
for the chief executive was halved from 200 per
cent to 100 per cent due to the compensation
impact of fatalities in 2015. Such adjustments
reflect the level of oversight which the chief
executive and other executives had for safety
leadership during the year and the level of
management control over the causal factors of
the fatalities. There were also safety related
downward adjustments to the remuneration of
the chief financial officer and of certain other
executives, particularly those with portfolios
where a fatality occurred.
In terms of achievement against our 2015
financial STIP targets, the Committee
determined that the threshold level for
underlying “unflexed” earnings set by the
board was not met. However, the “unflexed”
free cash flow target and “flexed” earnings
and free cash flow targets were exceeded.
Cash flow performance was close to
“outstanding” with a significant contribution
from cost reductions, which substantially
exceeded target.
To remind you, in considering financial
performance against the annual plan, we
measure half against the original plan; the
other half is “flexed” to exclude the impact of
fluctuations in exchange rates, and quoted
metal and other prices during the year, which
are outside management’s control. We have
used this approach consistently since 2005
for measuring our earnings performance,
and have flexed the cash flow outcomes
since the introduction of this measure in
the STIP in 2009.
When commodity prices rise, or there are
favourable exchange rate variations, we protect
shareholders by ensuring that 50 per cent of
the STIP opportunity is denied the benefit of
that rise. When the reverse happens, and
commodity prices fall or there are negative
exchange rate variations, the STIP opportunity
is safeguarded (as to 50 per cent) against the
fall. Our view is that this approach maintains
appropriate incentive for executives, even in
times of significant earnings volatility.
Taking all these points into consideration, the
Committee determined that the prima facie
STIP financial score for 2015 should be 132 per
cent out of a maximum of 200 per cent.
However, the Committee seeks to ensure, in
making its year end determination of STIP
awards, that actual performance is directly
comparable to the targets set at the beginning
of the year. This resulted in the Committee
making certain minor adjustments to the
targets in 2015 to take account of events

outside management’s control and to ensure a
like-for-like comparison.
Following review by management and the
Committee, both upward and downward
adjustments were made to the targets, with
reference to principles agreed by the
Committee which have been consistently
applied over many years, to ensure the
outcomes are fair. An example of such an
adjustment was in relation to severe weather
events, which were in excess of what was
incorporated in the business plan. The
consequence of this process was that we
reduced the 132 per cent referred to above to
131 per cent.
Turning to the LTIP, both the amount of the
original award, and the actual value of the
awards vesting to executives in 2015 were
lower than 2014. The PSP awards granted in
2012 have two performance metrics –the
Euromoney Global Mining index and the MSCI
World Index (weighted 50 per cent each). I
believe that the award outcome clearly
demonstrates that our decision some years ago
to have these two indices operate alongside
each other has protected shareholders against
windfall gains for executives. For while our TSR
against the Mining Index demonstrated
significant outperformance, we
underperformed against the MSCI. The
outcome, which is explained in the
Implementation Report, was an award of
65.4 per cent out ofa potential 150 per cent.
The Committee considered the Group’s overall
performance during the four-year performance
period and concluded that the vesting of
awards, based upon the achievement of the
TSR measures, was justified.
As we announced in February 2015, Harry
Kenyon-Slaney, chief executive of the former
Energy group, left the Group on 18 March,
2015. The details of his departure terms are
summarised on page 88 of the Group’s 2015
Annual Report, and the terms are compliant
with our Remuneration Policy and precedent.
The Company continues to monitor gender pay
and is satisfied that awards made between male
and female employees demonstrate equality.
2016 decisions
There will be no annual salary increases for
executives, in keeping with the salary freeze for
other employees (other than those protected
by legislation or prior industrial agreements).
This was a difficult but necessary decision
reflecting the exigencies of the commodities
cycle, but it is no reflection on the performance
and contribution of our people.
For 2016, the STIP measures and opportunities
for executives remain weighted 50 per cent for
financial, 30 per cent for individual and 20 per
cent for safety measures. The Group financial
targets relate to earnings and free cash flow.
The individual targets include objectives
relating to business transformation, cost
reduction, performance delivery and leadership
and engagement. The 2016 safety measures,
weightings and targets are fully disclosed on
page 89 of the Group’s 2015 Annual report.
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an opportunity for me to discuss remuneration
related topics with shareholders), I plan to
discuss the topic of remuneration with our
large institutional shareholders in the UK and
Australia during the course of this year.

Summary Remuneration Report: Annual statement by the
Remuneration Committee chairman continued
The financial measures and weightings are also
described on page 89 of the Group’s 2015
Annual report. We expect to describe the
financial and individual targets retrospectively
in the 2016 Implementation Report.
The level of LTIP awards to be granted to
executives in March 2016, as a percentage of
base salary, will be lower than those made in
2015. The number of conditional shares
awarded will be announced to the market in
due course and is calculated using the average
share price over the previous calendar year,
and as such, the awards granted in 2016 will be
calculated using the 2015 average share prices
of £26.346 and A$54.184 respectively. This
compares with the market price of Rio Tinto plc
and Rio Tinto Limited shares at 15 February
2016 of £18.51 and A$42.22 respectively.
Executives do not therefore benefit (via a larger
number of conditional shares being issued
because of a lower price) when the spot share
price is lower at the time of grant than the
average share price over the previous calendar
year. This is a further example of our

iii

riotinto.com

2015 Strategic report

Remuneration Policy operating in a way
which aligns the interests of shareholders
and executives.
The performance conditions for the 2016 PSP
awards are outlined in the Implementation
report. The 2016 comparator group for the
EBIT margin measure has been reviewed and
Fortescue Metals Group will replace Peabody in
the comparator group for awards made from
2016, our judgment being that in terms of size
and likeness to Rio Tinto, Fortescue now offers
a better comparator.

Governance and owners’ views
It has been and continues to be our intention to
be alert to evolving best practice as well as to
the views and guidance given to us in the
conversations we have with our owners. The
Committee reaffirms its commitment to keep
under review the level of vesting for threshold
performance under the PSP. We are committed
to a continuing dialogue with shareholders,
including listening to views about this report,
which are most welcome.
Yours sincerely,

Retirements from the Committee
I would like to thank Mike Fitzpatrick, who
retired from the Committee in May, 2015, and
Richard Goodmanson, who will retire from the
Committee in May, 2016, for their valued
advice and guidance over many years. I will
miss their contributions.
Meanwhile I welcome Megan Clark, who will be
joining the Committee in May, 2016.
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John Varley
Remuneration Committee chairman

The table below provides the single total figure of remuneration for each individual who acted as an executive director during 2015, with appropriate
prior year comparison figures, and is stated in currency of payment. This is in addition to the Australian statutory disclosure requirements set out in
US dollars in Table 1a on pages 96 and 97 of the 2015 Annual Report which include theoretical accounting values relating to various parts of the
remuneration packages, most notably LTIP arrangements.
Sam Walsh (A$)

Chris Lynch (£)

2015

2014

2013

2015

2014

2013

Base salary paid (a)
STIP payment – cash

1,985
1,631

1,940
1,721

1,889
1,371

834
690

817
746

702
457

STIP payment – deferred shares (b)

1,632

1,721

1,370

690

746

4562

Total short-term pay
Value of LTIP awards vesting (c)
Superannuation (d)

5,248
2,076
584

5,382
3,161
841

4,630
3,121
1,322

2,214
0
208

2,309
0
204

1,615
0
167

Other benefits (e)

1,217

1,030

997

151

107

941

Single total figure of remuneration
Percentage change in total remuneration (2015 versus 2014; 2014
versus 2013)
Percentage of total remuneration provided as performance-related
pay (STIP and LTIP)
Percentage of total remuneration provided as non-performancerelated pay (base salary, pension and other benefits)
Percentage of maximum STIP awarded
Percentage of maximum STIP forfeited
Percentage of target STIP awarded
Percentage of PSP award vesting
Percentage SOP award vesting

9,125

10,414

10,070

2,214

2,309

1,615

(12.4%)

3.4%

(1.8%)

(3.8%)

58.5%

63.4%

58.2%

53.6%

56.9%

33.5%

41.5%
81.9%
18.1%
136.5%
65.4%
–

36.6%
88.4%
11.6%
147.3%
73.5%
–

41.8%
72.1%
27.9%
120.2%
75%
–

46.4%
82.5%
17.5%
137.5%
–
–

43.1%
91.0%
9.0%
151.7%
–
–

66.5%
68.1%
31.9%
113.5%
–
–

Single total figure of remuneration for non-executive directors
The table below provides details of the fees and other benefits paid to the chairman and non-executive directors in 2015 and 2014 and is reported in
US dollars.
Fees and
allowances

Non-monetary
benefits (e)

Single total
figure of
remuneration

Currency
of actual
payment

2015
2014

1,116
1,203

134
92

1,250
1,295

£
£

Robert Brown (g)

2015
2014

310
286

59
50

369
336

£
£

Megan Clark

2015
2014

268
21

–
–

268
21

A$
A$

Michael l’Estrange

2015
2014

275
91

–
–

275
91

A$
A$

Michael Fitzpatrick (f)

2015
2014

97
284

3
–

100
284

A$
A$

Ann Godbehere

2015
2014

249
251

20
23

269
274

£
£

Richard Goodmanson

2015
2014

340
350

25
20

365
370

£
£

Anne Lauvergeon

2015
2014

218
180

23
11

241
191

£
£

Lord Kerr (f)

2015
2014

76
218

15
13

91
231

£
£

Paul Tellier (g)

2015
2014

325
309

72
67

397
376

£
£

Simon Thompson

2015
2014

218
172

9
3

227
175

£
£

John Varley

2015
2014

333
342

13
10

346
352

£
£

Stated in US$’000

Chairman
Jan du Plessis
Non-executive directors

(a) Salary paid in the financial year to 31 December. Salaries are generally reviewed with effect from 1 March.
(b) Value of STIP deferred under the BDP, the vesting of which is subject to continued service.
(c) Based on the value of the LTIP awards, including a cash payment for dividends, which vested in respect of the performance period that ended 31 December.
(d) For Sam Walsh, Superannuation reflects the value of the superannuation accrued during the year assuming that it was to come into payment immediately. For Chris Lynch, it reflects the
value of the pension contribution and payment in lieu of pension during the year.
(e) Non-monetary / other benefits include international assignment benefits, allowance for professional tax services, car allowance, Company provided transport and other contractual
payments or benefits. For Jan du Plessis, he is provided with a car and driver in his capacity as chairman of Rio Tinto. From time to time, Mr du Plessis uses his car and driver for SABMiller
plc business and SABMiller makes a payment to Rio Tinto as a contribution towards his travel costs. For the year ended 31 December 2015, the amount was £45,600.
(f) The amounts reported for Lord Kerr and Michael Fitzpatrick reflect the period when they were active members of the Board from 1 January to 7 May 2015.
(g) Travel allowances were overpaid in 2015 due to an administrative error to Robert Brown and Paul Tellier and are in the process of being repaid.
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Remuneration Summary – Single total figure of remuneration

Summary shareholder information
Dividends
Both Companies have paid dividends on their
ordinary shares every year since incorporation
in 1962. The process by which Rio Tinto
shareholders receive dividends is explained
under the description of the DLC structure on
page 236.

Dividend policy
In February 2016, the board revised the
dividend policy. The former progressive
dividend policy was honoured in respect of the
final dividend declared for 2015. The new policy
set out below was adopted.
At the end of each financial period, the board
will determine an appropriate total level of
ordinary dividend per share, taking into account
the results for the financial year, the outlook for
our major commodities, the board’s view of the
long-term growth prospects of the business
and the Company’s objective of maintaining a
strong balance sheet. The intention is that the
balance between the interim and final dividend
is weighted to the final dividend.
The board expects total cash returns to
shareholders over the longer term to be in a
range of 40 to 60 per cent of underlying
earnings in aggregate through the cycle.
The board is committed to maintaining an
appropriate balance between cash returns
to shareholders and investment in the
business, with the intention of maximising
shareholder value.

Acknowledging the cyclical nature of the
industry, in periods of strong earnings and cash
generation, it is the board’s intention to
supplement the ordinary dividends with
additional returns to shareholders.

Dividend determination
The majority of our sales are transacted in
US dollars, making this the most appropriate
measure for our global business performance.
It is our main reporting currency and,
consequently, the natural currency for dividend
determination. Dividends determined in
US dollars are translated at exchange rates
prevailing two days prior to the declaration and
payable in sterling by Rio Tinto plc and in
Australian dollars by Rio Tinto Limited.
On request, shareholders of Rio Tinto plc can
elect to receive dividends in Australian dollars
and Rio Tinto Limited shareholders can elect to
receive dividends in pounds sterling. If such an
election is made, the dividend amounts
received will be calculated by converting the
declared dividend using the exchange rates
applicable to sterling and Australian dollars
five days prior to the dividend payment date.
Shareholders who wish to receive their
dividends in any other currencies should
contact the Companies’ share registrars, who
offer payment services in other currencies,
subject to a fee.

2015 dividends
The 2015 interim and final dividends were
determined at 107.5 US cents and at
107.5 US cents per share respectively and the
applicable conversion rates for the interim and
final dividend were US$1.55975 and
US$1.44850 to the pound sterling and
US$0.74185 and US$0.70775 to the Australian
dollar respectively. For those Rio Tinto plc
shareholders who elected to receive their
interim dividend in Australian dollars the
applicable conversion rate was A$2.1671 and
for Rio Tinto Limited shareholders who elected
to receive their dividend in sterling the
applicable conversion rate was £0.46145. Final
dividends of 74.21 pence or 151.89 Australian
cents per share will be paid on 7 April 2016. For
those Rio Tinto plc shareholders requesting the
2015 final dividend be paid in Australian
dollars, those holders of Rio Tinto plc ADRs
(each representing one share) and those
Rio Tinto Limited shareholders requesting the
2015 final dividend be paid in pounds sterling,
the applicable conversion rates will be
announced on 31 March 2016.

Dividend reinvestment plan (DRP)
Rio Tinto offers a DRP to registered
shareholders, which provides the opportunity
to use cash dividends to purchase Rio Tinto
shares in the market. Due to local legislation
the DRP cannot be extended to shareholders in
the US, Canada and certain other countries.

Contact details
Registered offices
Rio Tinto plc
6 St James’s Square
London
SW1Y 4AD
Registered in England No. 719885
Telephone: +44 (0) 20 7781 2000
riotinto.com
Rio Tinto Limited
Level 33
120 Collins Street
Melbourne
Victoria 3000
ABN 96 004 458 404

Rio Tinto’s agent in the US is Cheree Finan,
who may be contacted at
Rio Tinto Services Inc.
80 State Street
Albany, NY 12207-2543

Shareholders
Please refer to the Investor Centre of the
respective registrar if you have any queries
about your shareholding.
Rio Tinto plc
Computershare Investor Services PLC
The Pavilions
Bridgwater Road
Bristol
BS99 6ZZ
riotinto.com

Holders of Rio Tinto American Depositary
Receipts (ADRs)
Please contact the ADR administrator if you
have any queries about your ADRs.
ADR administrator
JPMorgan Chase & Co
PO Box 64504
St. Paul, MN 55164-0504

Telephone: +61 (0) 3 9283 3333
Fax: +61 (0) 3 9283 3707
riotinto.com
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Telephone: +44 (0) 370 703 6364
Fax: +44 (0) 370 703 6119
UK residents only,
Freephone: 0800 435021
Website: www.computershare.com
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Telephone: +1 (651) 453 2128
US residents only, toll free general:
(800) 990 1135
US residents only, toll free Global invest direct:
(800) 428 4237
adr.com
jpmorgan.adr@wellsfargo.com
Rio Tinto Limited
Computershare Investor Services
Pty Limited
GPO Box 2975
Melbourne
Victoria 3001
Telephone: +61 (0) 3 9415 4030
Fax: +61 (0) 3 9473 2500
Australian residents only, toll free:
1300 813 292
New Zealand residents only, toll free:
0800 450 740
Website: www.computershare.com

Former Alcan Inc. shareholders
Computershare Investor
Services Inc.
9th Floor
100 University Avenue
Toronto, ON M5J 2Y1
Ontario
Telephone: +1 416 263 9200
North American residents only,
toll free: +1 (866) 624-1341
computershare.com
Investor Centre
Investor Centre is Computershare’s free,
secure, self service website, where
shareholders can manage their holdings
online. The website enables shareholders to:
–
–
–
–

View share balances
Change address details
View payment and tax information
Update payment instructions

In addition, shareholders who register their
email address on Investor Centre can be
notified electronically of events such as annual
general meetings, and can receive shareholder
communications such as the Annual report or
Notice of meeting electronically online.
Rio Tinto plc shareholders
investorcentre.co.uk/riotinto
Rio Tinto Limited shareholders
investorcentre.com/rio
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The UK’s regulatory reporting framework requires companies to produce a strategic report.
The intention is to provide investors with the option of receiving a document which is more concise than
the full annual report, and which is strategic in its focus.

19

January

Fourth quarter 2015 operations review

11

February

Announcement of unaudited results for 2015

The first 43 pages of Rio Tinto’s 2015 Annual report constitute its 2015 Strategic report. References to
page numbers beyond 43 are references to pages in the full 2015 Annual report. This is available online
at riotinto.com/ar2015 or shareholders may obtain a hard copy free of charge by contacting Rio Tinto’s
registrars, whose details are set out at the back of this document.

24

February

Rio Tinto Limited shares and Rio Tinto plc ADRs quoted “ex-dividend” for 2015 final dividend

25

February

Rio Tinto plc shares quoted “ex-dividend” for 2015 final dividend

26

February

Record date for 2015 final dividend for Rio Tinto plc and Rio Tinto Limited shares and Rio Tinto plc ADRs

3

March

Publication of 2015 Annual report, 20-F and Notices of annual general meetings

15

March

Plan notice date for election under the dividend reinvestment plans and date for electing dividends paid in alternate
currency for the 2015 final dividend

31

March

Dividend currency conversion date (Rio Tinto plc holders electing to receive Australian dollars and Rio Tinto Limited
holders electing to receive pounds sterling)

7

April

Payment date for 2015 final dividend to holders of ordinary shares and ADRs

14

April

Annual general meeting for Rio Tinto plc, London

19

April

First quarter 2016 operations review

5

May

Annual general meeting for Rio Tinto Limited, Brisbane

19

July

Second quarter 2016 operations review

3

August

Announcement of half year results for 2016

10

August

Rio Tinto plc ADRs quoted “ex-dividend” for 2016 interim dividend

11

August

Rio Tinto plc shares and Rio Tinto Limited shares quoted “ex-dividend” for 2016 interim dividend

12

August

Record date for 2016 interim dividend for Rio Tinto plc and Rio Tinto Limited shares and Rio Tinto plc ADRs

1

September

Plan notice date for election under the dividend reinvestment plans and date for electing dividends paid in alternate
currency for the 2016 interim dividend for Rio Tinto plc and Rio Tinto Limited

15

September

Dividend currency conversion date (Rio Tinto plc holders electing to receive Australian dollars and Rio Tinto Limited
holders electing to receive pounds sterling)

22

September

Payment date for 2016 interim dividend to holders of ordinary shares and ADRs

20

October

Third quarter 2016 operations review

Please visit Rio Tinto’s website to learn more about the Group’s performance in 2015.
This Annual report, which includes the Group’s 2015 Strategic report, complies with Australian and UK reporting requirements.
Copies of Rio Tinto’s shareholder documents – the 2015 Annual report and 2015 Strategic report, along with the 2016 Notices
of annual general meeting – are available to view on the Group’s website: riotinto.com/ar2015

Directors’ approval statement
This Strategic report is delivered in accordance with a resolution of the board, and has been signed on
behalf of the board by:

Jan du Plessis

Chairman
2 March 2016
The auditors’ report on the Group’s 2015 annual accounts was unqualified. Within that report, the
auditors’ statements under section 496 Companies Act 2006, confirming that the Strategic Report
and Directors’ report are consistent with the accounts, was also unqualified.
A copy of the auditors’ report on the Group’s 2015 Annual report is contained on pages 202 to 208 of that
document, which is available to shareholders free of charge on request, or to view online on our website,
riotinto.com/ar2015

2017

Key

January

Fourth quarter 2016 operations review

February

Announcement of unaudited results for 2016

April

Annual general meeting for Rio Tinto plc, London

April

First quarter 2017 operations review

May

Annual general meeting for Rio Tinto Limited, Sydney

July

Second quarter 2017 operations review

August

Announcement of half year results for 2017

October

Third quarter 2017 operations review

Page reference for more information within this report
KPI Denotes key performance indicators

Cautionary statement about forward-looking statements
This document contains certain forward-looking statements with respect to the financial condition, results of operations and
business of the Rio Tinto Group. These statements are forward-looking statements within the meaning of Section 27A of
the US Securities Act of 1933, and Section 21E of the US Securities Exchange Act of 1934. The words “intend”, “aim”, “project”,
“anticipate”, “estimate”, “plan”, “believes”, “expects”, “may”, “should”, “will”, “target”, “set to” or similar expressions,
commonly identify such forward-looking statements.
Examples of forward-looking statements in this Annual report include those regarding estimated ore reserves, anticipated
production or construction dates, costs, outputs and productive lives of assets or similar factors. Forward-looking statements
involve known and unknown risks, uncertainties, assumptions and other factors set forth in this document that are beyond the
Group’s control. For example, future ore reserves will be based in part on market prices that may vary significantly from current
levels. These may materially affect the timing and feasibility of particular developments. Other factors include the ability to
produce and transport products profitably, demand for our products, changes to the assumptions regarding the recoverable
value of our tangible and intangible assets, the effect of foreign currency exchange rates on market prices and operating costs,
and activities by governmental authorities, such as changes in taxation or regulation, and political uncertainty.
In light of these risks, uncertainties and assumptions, actual results could be materially different from projected future results
expressed or implied by these forward-looking statements which speak only as to the date of this Annual report. Except as
required by applicable regulations or by law, the Group does not undertake any obligation to publicly update or revise any
forward-looking statements, whether as a result of new information or future events. The Group cannot guarantee that its
forward-looking statements will not differ materially from actual results.
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Get more information online

Find out more about our business and performance:
riotinto.com
View our 2015 Annual report:
riotinto.com/ar2015
View our 2015 Sustainable development online report:
riotinto.com/sd2015

2015 Strategic report

Rio Tinto is reducing the print run of this document to be more
environmentally friendly. We encourage you to visit: riotinto.com/ar2015
to access a full library of PDFs of this Annual report.

Printed by Park Communications on FSC® certified paper.
Park is EMAS certified company and its Environmental
Management System is certified to ISO 14001.
100% of the inks used are vegetable oil based, 95% of press chemicals
are recycled for further use and, on average 99% of any waste
associated with this production will be recycled.
This document is printed on Inaset Offset, a paper containing fibre
sourced from well-managed, responsible, FSC® certified forests.
The pulp used in this product is bleached using an elemental
chlorine free (ECF) process.
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