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Cautionary statements

This presentation has been prepared by Rio Tinto plc and Rio Tinto Limited (“Rio Tinto”). By accessing/attending this presentation you acknowledge that you have read and understood the following 
statement.

Forward-looking statements

This document, including but not limited to all forward looking figures, 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 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 presentation.

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 presentation. Except as required by applicable regulations or by law, the Rio Tinto 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. In this presentation all figures are US 
dollars unless stated otherwise.

Disclaimer

Neither this presentation, nor the question and answer session, nor any part thereof, may be recorded, transcribed, distributed, published or reproduced in any form, except as permitted by Rio Tinto.  By 
accessing/ attending this presentation, you agree with the foregoing and, upon request, you will promptly return any records or transcripts at the presentation without retaining any copies.  

This presentation contains a number of non-IFRS financial measures. Rio Tinto management considers these to be key financial performance indicators of the business and they are defined and/or 
reconciled in Rio Tinto’s annual results press release and/or Annual report. 

Reference to consensus figures are not based on Rio Tinto’s own opinions, estimates or forecasts and are compiled and published without comment from, or endorsement or verification by, Rio Tinto. The 
consensus figures do not necessarily reflect guidance provided from time to time by Rio Tinto where given in relation to equivalent metrics, which to the extent available can be found on the Rio Tinto 
website.

By referencing consensus figures, Rio Tinto does not imply that it endorses, confirms or expresses a view on the consensus figures. The consensus figures are provided for informational purposes only and 
are not intended to, nor do they, constitute investment advice or any solicitation to buy, hold or sell securities or other financial instruments. No warranty or representation, either express or implied, is made 
by Rio Tinto or its affiliates, or their respective directors, officers and employees, in relation to the accuracy, completeness or achievability of the consensus figures and, to the fullest extent permitted by 
law, no responsibility or liability is accepted by any of those persons in respect of those matters. Rio Tinto assumes no obligation to update, revise or supplement the consensus figures to reflect 
circumstances existing after the date hereof.
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Our value proposition  

Long-term strategy Cash focus
Capital discipline and 

shareholder returns

Team and performance 

culture

World-class assets Value over volume Strong balance sheet Safety first

Delivering >2% CAGR1 CuEq growth $2 billion cost savings over 2016/17 40-60% returns through the cycle Assets at the heart of our business

Licence to Operate
$5 billion free cash flow from mine 

to market productivity by 2021 
Portfolio shaping

Commercial and operational 

excellence

3

1 Copper equivalent CAGR, 2015-2025.
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Delivering on our promises

Strong operating cash flow of $8.5 billion

Portfolio optimisation with divestments announced of $1.3 billion 

Investing in our three major growth projects

Balance sheet strength with net debt reduced to $9.6 billion

Shareholder returns of $3.6 billion

4
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Safety comes first

A history of continual improvement in safety
AIFR per 200,000 hours worked

Fatality at Paraburdoo in June

Continued focus on Fatality Prevention, Illness and 

Injury Reduction and Catastrophic Event Prevention

Critical Risk Management (CRM) Programme

– More than 1.3 million verifications in 2016

5
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World-class assets delivering value

Iron Ore Aluminium Copper & Diamonds Energy & Minerals

Margins
63%
Pilbara operations FOB 

EBITDA margin

28%
Integrated operations 

EBITDA margin

35%
Operating EBITDA 

margin

30%
Operating FOB EBITDA 

margin

Cash flow

Cash flows from operations 

of $5,644m 

Free cash flow of $4,776m

Cash flows from operations 

of $2,074m 

Free cash flow of $1,267m

Cash flows from operations 

of $987m

Free cash flow of $78m

Cash flows from operations 

of $1,431m 

Free cash flow of $1,294m

6
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Increased underlying earnings driven by cash cost 
reductions

7
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of $1.2bn post-tax or 

$1.6bn pre-tax
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$1.6 billion of cost reductions achieved in 2016

8

2016 pre-tax operating cash cost improvements 

($m)

$7.8 billion cost savings achieved since 2012

Cost performance helped deliver a 2016 EBITDA 

margin of 38% (34% in FY 2015)

Cost culture across all product groups

$2 billion cost savings target across 2016 and 

2017 

Improving productivity to deliver $5 billion free 

cash flow by the end of 2021

315

481

278

342

185 1,601

Iron Ore Aluminium Copper &
Diamonds

Energy &
Minerals

Central, E&E
and other

2016 total
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We aim to deliver $5 billion of free cash flow in 
productivity improvements over five years

Opportunity to 

improve up to 70%

Maintenance Quality –

Mean Time Between Failure2

Opportunity to 

improve by 30%

Processing Utilisation 

– wet & dry3

Value Chain

Broadening our cost saving programme to include productivity

Mining Asset 

management

Opportunity to 

improve by 30%

Haul Truck 

Effective Utilisation1

ProcessingExploration InfrastructureMajor projects Marketing

9

All sources Rio Tinto. 1 All trucks best to worst performing, excluding autonomous trucks. 2 Across a range of key assets with utilised time representing one element of MTBF. 3 Across wet & dry mineral processing, excluding smelting
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Further cash 
returns to 

shareholders

Compelling 
growth

Debt
management

Our capital allocation framework

10

Essential 

sustaining capex1

Ordinary 

dividends2

Iterative 

cycle of3
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Disciplined allocation of strong cash flow

11
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Shareholder returns Balance sheet strength
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* Balance sheet net debt reduction of $4.2bn comprises $3.9bn of net cash movement and $0.3bn of non-cash or exchange movements

Total cash from asset 

disposals of $1.1bn
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Sustaining capex and compelling growth

2016 capital reduction due to project optimisation, cost 

improvements and timing

H2 2016 spend of $1.7 billion as projects progress

Capital allocation discipline requires project IRR >15%

Growth capital is focused around three key approved 

projects:

– Amrun: high-quality greenfield bauxite project 

– Oyu Tolgoi Underground: large, high-grade, 

brownfield copper development

– Silvergrass: delivering high-grade, low phosphorus 

iron ore, with system benefits, for the Pilbara Blend

12
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Strengthening our balance sheet

Net debt reduction of $4.2 billion in 2016

Gearing below 20%

– Provides stable foundation during uncertain 

economic outlook

– Supports shareholder returns through the 

cycle

– Enables counter-cyclical investment in 

compelling growth 

22.1

18.1

12.5
13.8

9.6

28%

25%

19%

24%

17%

Jun-13 Dec-13 Dec-14 Dec-15 Dec-16

Net debt and gearing ratio1

($bn)

13

1 Gearing ratio (   ) = net debt / (net debt + book equity)
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Continuing to shape our portfolio

January announcement of Coal & Allied 
divestment for up to $2.45 billion

Proceeds expected in 2017:

– Lochaber second tranche of $0.2 billion in H1

– Coal & Allied of at least $1.95 billion in H2

14

1 Based on amounts announced in Rio Tinto media releases, may vary from cash flow statement due to completion adjustments and exchange rates 

3,208

2.2

1.8

1.3

Up to 
2.45

7.7

2013 2014 2016 2017 to date Total since
2013

Value delivered through divestments$7.7 billion1 disposals announced since 2013
($bn)



| © Rio Tinto 2017

Application of the new returns policy

15

Capital return considerations Comments Status

Results for 2016
Underlying earnings up 12% to $5.1bn 

Net debt reduced to $9.6bn. 

Long term growth prospects Focused on Silvergrass, Amrun and Oyu Tolgoi. 

Balance sheet strength Net debt <$10bn 

Strong earnings/ cash generation –

supplement with additional returns

Payout >60% threshold possible due to strong performance

One-off asset disposal proceeds of $1.1bn 

40-60 per cent of underlying earnings through the cycle
Payout over the 60% upper threshold possible based on (i) strong H2 

2016 prices (ii) disposals (iii) strong balance sheet 

Balanced between growth and shareholder returns
Defined growth pipeline provides capacity to allocate more 

to shareholder cash return and debt reduction 

Not less that 110c per share in 2016 Minimum payout can be exceeded 

Outlook Potential for continued price volatility ?
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Delivering superior returns for shareholders

16

Cash returns to shareholders 

($bn)*

0.8

2.3

0.5

3.6

Interim dividend Final dividend Share buy-back 2016 total

Final 2016 dividend declared of 125 US cents per 

share, delivering full year dividend of 170 US cents 

per share

Share buy-back totalling $0.5 billion to be 

undertaken in 2017 in Rio Tinto plc shares

Total 2016 cash returns of $3.6 billion, represent 

70% of underlying earnings 

* Declared basis
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Delivering on our promises

Strong operating cash flow of $8.5 billion

Portfolio optimisation with divestments announced of $1.3 billion 

Investing in our three major growth projects

Balance sheet strength with net debt reduced to $9.6 billion

Shareholder returns of $3.6 billion
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