
 

Unaudited financial information for the three months ended 31 March 2009 and 
2008 -  

Group income statement 

  (Unaudited)  (Audited)  

  

Three 
months 

ended 
31 March 

2009 

Three 
months 

ended 
31 March 

2008 

Year ended 
31 December 

2008 

  US$ million  

Gross sales revenue (including share of equity 
accounted units)(1) ............................................................   9,538 13,236 58,065 

Continuing operations     

Consolidated sales revenue..........................................   9,191 11,847 54,264 

Net operating costs (excluding items shown separately) .   (7,502) (8,911) (37,641) 

Impairment charges net of reversals(2) .............................   — — (8,015) 

(Losses)/profit on disposal of interests in businesses(3) ...   (4) 1,616 2,231 

Exploration and evaluation costs ……………………….  (136) (174) (1,134) 

Profit on disposal of interests in undeveloped projects(4) .   887 24 489 

Operating profit...............................................................   2,436 4,402 10,194 

Share of profit after tax of equity accounted units ............   121 428 1,039 

Profit before finance items and taxation ......................   2,557 4,830 11,233 

Finance items     

Net exchange gains/(losses) on external debt and intra 
group balances .................................................................   79 (45) (176) 

Net gains/(losses) on derivatives not qualifying for 
hedge accounting .............................................................   39 (111) (173) 

Interest receivable and similar income .............................   32 39 204 

Interest payable and similar charges................................   (219) (470) (1,618) 

Amortisation of discount ...................................................   (55) (74) (292) 

  (124) (661) (2,055) 

Profit before taxation......................................................   2,433 4,169 9,178 

Taxation ...........................................................................   (499) (1,130) (3,742) 

Profit from continuing operations ................................   1,934 3,039 5,436 

Discontinued operations     

Loss after tax from discontinued operations(5) ..................   (204) — (827) 

Profit for the period ........................................................   1,730 3,039 4,609 

– attributable to outside equity shareholders....................   126 100 933 

– attributable to equity shareholders of Rio Tinto (Net 
earnings)...........................................................................   1,604 2,939 3,676 



 

  (Unaudited)  (Audited)  

  

Three 
months 

ended 
31 March 

2009 

Three 
months 

ended 
31 March 

2008 

Year ended 
31 December 

2008 

  US$ million  

Basic earnings/(loss) per share(6)     

Profit from continuing operations......................................   140.8c 229.0c 350.8c 

Loss from discontinued operations...................................   (15.9c) — (64.4c) 

Profit for the period ........................................................   124.9c 229.0c 286.4c 

Diluted earnings/(loss) per share(6)     

Profit from continuing operations......................................   140.6c 227.9c 349.2c 

Loss from discontinued operations...................................   (15.9c) — (64.1c) 

Profit for the period ........................................................   124.7c 227.9c 285.1c 

Dividends paid during the period (US$ million) ................   — — 1,933 

Dividends per share: paid during the period.....................   — — 152.0c 

Dividends per share: proposed in the announcement of 
the results for the period...................................................   — — 68.0c 

 

Notes:  

(1) Gross sales revenue includes the sales revenue of equity accounted units of US$519 million (31 March 2008: 
US$1,389 million; 31 December 2008: US$3,801 million) in addition to consolidated sales revenue (after 
adjusting for intra-subsidiary/equity accounted units sales). Consolidated sales revenue includes subsidiary 
sales to equity accounted units which are not included in gross sales revenue. 

(2) Of the US$8,015 million included in “Impairment charges” in 2008, US$7,341 million relates to the Group’s 
aluminium businesses excluding Alcan Packaging, which is discussed separately in note (5) below. Of this 
amount, US$6,608 million has been allocated to goodwill. 

(3) Gains arising on the disposal of interests in businesses in 2008 relate principally to sales of the Cortez gold 
mine completed on 5 March 2008 and the Greens Creek mine completed on 16 April 2008. 

(4) Gains arising on the disposal of interests in undeveloped projects are stated net of charges of nil (31 March 
2008: nil; 31 December 2008: US$156 million), related to such projects. 

(5) A US$91 million impairment of the Alcan Packaging business has been recognised in the quarter ending 31 
March 2009. This impairment is based on an estimate of fair value less costs to sell, which is based on the 
Group’s best estimate of expected proceeds to be realised on sale of Alcan Packaging, less an estimate of 
remaining costs to sell. Additionally, ‘Loss after tax from discontinued operations’ includes US$113 million 
relating to an increase in the Group’s estimate of the tax to be paid on sale of the Alcan Packaging business. 
This increase in estimate follows a detailed review of the changes in the proposed sale structure. 

(6) Per share data is presented in US cents. For the purposes of calculating basic earnings per share, the 
weighted average number of Rio Tinto plc and Rio Tinto Limited shares outstanding during the period was 
1,283.9 million (31 March 2008: 1,283.2 million; 31 December 2008: 1,283.5 million), being the average 
number of Rio Tinto plc shares outstanding of 998.2 million (31 March 2008: 997.5 million; 31 December 
2008: 997.8 million), plus the average number of Rio Tinto Limited shares outstanding not held by Rio Tinto 
plc of 285.7 million (31 March and December 2008: 285.7 million). The profit figure used in calculating basic 
and diluted earnings per share is based on profit attributable to equity shareholders of Rio Tinto. For the 
purposes of calculating diluted earnings per share, the effect of dilutive securities is added to the weighted 
average number of shares. This effect is calculated under the treasury stock method. 

 



 

Group statement of cash flows 

  (Unaudited)  (Audited)  

  

Three 
months 

ended 
31 March 

2009 

Three 
months 

ended 
31 March 

2008 

Year ended 
31 December 

2008 

  US$ million  

Cash flows from consolidated operations(1) .........................   3,388 3,151 19,195 

Dividends from equity accounted units......................................   32 385 1,473 

Cash flows from operations ...................................................   3,420 3,536 20,668 

Net interest paid ........................................................................   (420) (525) (1,538) 

Dividends paid to outside shareholders of subsidiaries.............   (104) (53) (348) 

Tax paid ....................................................................................   (676) (599) (3,899) 

Net cash generated from operating activities .......................   2,220 2,359 14,883 

Cash flows from investing activities     

Net disposals of subsidiaries, joint ventures and associates.....   67 1,924 2,563 

Purchase of property, plant and equipment and intangible 
assets........................................................................................   (1,513) (1,663) (8,574) 

Sales of financial assets............................................................   94 88 171 

Purchases of financial assets....................................................   (9) (21) (288) 

Other funding of equity accounted units ....................................   (43) (139) (334) 

Other investing cash flows ........................................................   15 16 281 

Cash (used in)/from investing activities................................   (1,389) 205 (6,181) 

Cash flows before financing activities ..................................   831 2,564 8,702 

Cash flows from financing activities .....................................      

Equity dividends paid to Rio Tinto shareholders .......................   — — (1,933) 

Proceeds from issue of ordinary shares in Rio Tinto.................   3 17 23 

Proceeds from additional borrowings ........................................    1,330 — 4,697 

Repayment of borrowings .........................................................   (1,515) (2,417) (12,667) 

Finance lease repayments ........................................................   (3) (2) (10) 

Receipts from close out of interest rate swaps..........................    — — 710 

Other financing cash flows ........................................................    17 28 72 

Cash used in financing activities ...........................................   (168) (2,374) (9,108) 

Effects of exchange rates on cash and cash equivalents..........   (46) 13 (101) 

Net increase/(decrease) in cash and cash equivalents........   617 203 (507) 

Opening cash and cash equivalents less overdrafts .................   1,034 1,541 1,541 

Closing cash and cash equivalents less overdrafts(2) ................   1,651 1,744 1,034 

 



 

  (Unaudited)  (Audited)  

  

Three 
months 

ended 
31 March 

2009 

Three 
months 

ended 
31 March 

2008 

Year ended 
31 December 

2008 

  US$ million  

Notes:  

(1) 

 

Cash flows from consolidated operations      

Profit from continuing operations .................................................... 1,934  3,039 5,436 

Adjustments for:      

Taxation ..................................................................................... 499  1,130 3,742 

Finance items............................................................................. 124  661 2,055 

Share of profit after tax of equity accounted units....................... (121 ) (428) (1,039) 

Loss/(profit) on disposal of interests in businesses..................... 4  (1,616) (2,231) 

Impairment charges................................................................ —  — 8,015 

Depreciation and amortisation .................................................... 739  790 3,475 

Provisions (including exchange gains on provisions).................. 122  51 265 

Utilisation of provisions ................................................................ (134 ) (110) (464) 

Utilisation of provision for post retirement benefits.......................... (77 ) (86) (448) 

Change in inventories ................................................................ (134 ) (168) (1,178) 

Change in trade and other receivables ........................................... 896  (171) 658 

Change in trade and other payables ............................................... (662 ) 106 951 

Other items ..................................................................................... 198  (47) (42) 

  3,388  3,151 19,195 
 

 

(2) Closing cash and cash equivalents less overdrafts at 31 March 2009 differs from cash and cash equivalents 
less overdrafts on the statement of financial position as it includes US$15 million related to Corumbá cash and 
cash equivalents shown separately as assets held for sale on the statement of financial position. 

 



 

Group statement of financial position 

  (Unaudited) (Audited)  

  

As at 
31 March 

2009 

 
As at 

31 Decemb
er 2008  

  US$ million  

Non-current assets     

Goodwill ..................................................................................................... 14,166 14,296  

Intangible assets ........................................................................................ 6,199 6,285  

Property, plant and equipment ................................................................... 41,059 41,753  

Investments in equity accounted units ....................................................... 5,062 5,053  

Loans to equity accounted units ................................................................ 76 264  

Inventories.................................................................................................. 204 166  

Trade and other receivables ...................................................................... 1,036 1,111  

Deferred tax assets .................................................................................... 1,456 1,367  

Tax recoverable.......................................................................................... 66 220  

Other financial assets................................................................................. 720 666  

  70,044 71,181  

Current assets     

Inventories.................................................................................................. 5,319 5,607  

Trade and other receivables ...................................................................... 4,304 5,401  

Assets held for sale(1) ................................................................................. 5,907 5,325  

Loans to equity accounted units ................................................................ 474 251  

Tax recoverable.......................................................................................... 440 406  

Other financial assets................................................................................. 289 264  

Cash and cash equivalents........................................................................ 1,674 1,181  

  18,407 18,435  

Current liabilities     

Bank overdrafts repayable on demand ...................................................... (38) (147 ) 

Borrowings ................................................................................................ (10,142) (9,887 ) 

Trade and other payables .......................................................................... (5,569) (7,197 ) 

Liabilities of disposal groups held for sale(1)............................................... (2,075) (2,121 ) 

Other financial liabilities ............................................................................. (420) (480 ) 

Tax payable ................................................................................................ (1,318) (1,442 ) 

Provisions................................................................................................... (895) (826 ) 

  (20,457) (22,100 ) 

Net current liabilities................................................................................ (2,050) (3,665 ) 

     

     



 

  (Unaudited) (Audited)  

  

As at 
31 March 

2009 

 
As at 

31 Decemb
er 2008  

  US$ million  

Non-current liabilities     

Borrowings ................................................................................................ (29,261) (29,724 ) 

Trade and other payables .......................................................................... (462) (452 ) 

Other financial liabilities ............................................................................. (331) (268 ) 

Tax payable ................................................................................................ (354) (450 ) 

Deferred tax liabilities................................................................................. (4,296) (4,054 ) 

Provision for post retirement benefits ........................................................ (3,153) (3,601 ) 

Other provisions ......................................................................................... (6,255) (6,506 ) 

  (44,112) (45,055 ) 

Net assets ................................................................................................ 23,882 22,461  

Capital and reserves     

Share capital(2)     

– Rio Tinto plc ............................................................................................ 160 160  

– Rio Tinto Limited (excluding Rio Tinto plc interest)................................ 946 961  

Share premium account ............................................................................. 4,708 4,705  

Other reserves ........................................................................................... (2,761) (2,322 ) 

Retained earnings ...................................................................................... 19,036 17,134  

Equity attributable to Rio Tinto shareholders ....................................... 22,089 20,638  

Attributable to outside equity shareholders................................................ 1,793 1,823  

Total equity ............................................................................................... 23,882 22,461  

 

Notes:  

(1) Assets and liabilities held for sale as at 31 March 2009 comprise the Corumbá iron ore operation in Brazil, 
Jacobs Ranch and Alcan Packaging group. Assets and liabilities held for sale as at 31 December 2008 
comprise the Alcan Packaging group which was acquired with a view to resale. 

(2) At 31 March 2009, Rio Tinto plc had 998.6 million ordinary shares in issue and held by the public, and Rio 
Tinto Limited had 285.7 million shares in issue, excluding those held by Rio Tinto plc. Net tangible assets 
per share as defined by the ASX amounted to US$1.34 (31 December 2008: US$0.04 net tangible assets). 

 



 

Net earnings and Underlying Earnings 

In order to provide additional insight into the performance of its business, Rio Tinto presents 
Underlying Earnings. The differences between Underlying Earnings and net earnings are set out in 
the following table. Net earnings and Underlying Earnings which are the focus of the commentary 
in this report, deal with amounts attributable to equity shareholders of Rio Tinto. 

 

  

(Unaudited) 
Three months ended 

31 March  

  2009 2008  

  US$ million  

Underlying Earnings ................................................................................  1,751 1,881  

Items excluded from Underlying Earnings     

Losses/profits on disposal of interests in businesses.................................  (8) 1,093  

Loss after tax from discontinued operations...............................................  (204) –  

Exchange differences and derivatives........................................................  157 20  

Other, including divestment and takeover defence costs ...........................  (92) (55 ) 

Net earnings ..............................................................................................  1,604 2,939  

 

Commentary on the Group financial results 

First quarter 2009 Underlying Earnings of US$1,751 million and first quarter 2009 net earnings of 
US$1,604 million were US$130 million and US$1,335 million below, respectively, the comparable 
measures for the first quarter of 2008. The principal factors explaining the movements are set out 
in the table below. Reference to earnings, include both net earnings and Underlying Earnings 
unless otherwise specified. 

  (Unaudited)  

   

Underlying 
Earnings 

Net 
earnings 

    US$ million  

First quarter 2008............................................................    1,881 2,939 

Effect of changes in:     

Prices(1) .............................................................................    (1,184)  

Exchange rates.................................................................    470  

Volumes ............................................................................    (402)  

General inflation................................................................    (102)  

Energy ..............................................................................    70  

Exploration and evaluation costs (net of profits on 
disposals of exploration projects)(2) ..................................    898  

Interest/tax/other...............................................................    120  

Total changes in Underlying Earnings   (130) (130) 



 

  (Unaudited)  

   

Underlying 
Earnings 

Net 
earnings 

    US$ million  

Profits on disposal of interests in businesses...................    – (1,101) 

Loss after tax from discontinued operations.....................    – (204) 

Exchange differences and derivatives..............................    – 137 

Other, including divestment and takeover defence costs .   – (37) 

First quarter 2009............................................................    1,751 1,604 

 

Notes:  

(1) Included in the price variance is a net profit and loss effect in the first quarter of 2009 of (US$46) million 
related to aluminium inventory write down. 

(2) The variance in exploration and evaluation costs includes a US$797 million profit on disposal following the 
divestment of the undeveloped potash assets in Argentina and Canada. 

 

Prices 

The effect of price movements in the first quarter of 2009 was to decrease Underlying Earnings by 
US$1,184 million compared with the first quarter of 2008. Prices for aluminium, copper and 
molybdenum were all considerably lower in the period as economic activity continued to decline in 
the first quarter of 2009. The table below shows average prices for the first quarters of 2009 and 
2008 and the 31 March 2009 price for the principal commodities for which the Group receives 
payments based on spot market pricing: 

Commodity  

First 
Quarter 

2009 
Average 

Price 

First 
Quarter 

2008 
Average 

Price 

31 March 
2009 Price 

Copper (USc/lb)....................................................................   154 350 183 

Aluminium (USc/lb)...............................................................   62 123 62 

Gold (US$/troy oz)................................................................   907 924 917 

Molybdenum (US$/lb)...........................................................   9 34 9 

 

Iron ore prices were higher in the period reflecting the increase in benchmark prices for the 
2008/09 contract year, partially offset by a significant amount of sales in the spot market during the 
first quarter of 2009 at prices significantly below 2008/09 contract levels. During the first quarter of 
2009, approximately 50 per cent. of the Group’s iron ore sales were on the spot market. Prices 
were higher for both thermal coal and coking coal reflecting 2008/09 contract price increases. 

Exchange rates 

The US dollar, the Group’s reporting currency, strengthened in the first quarter of 2009 relative to 
the currencies in which Rio Tinto incurs the majority of its costs. The effect of all currency 
movements during the first quarter of 2009 increased Underlying Earnings relative to the first 
quarter of 2008 by US$470 million as, on average, the Australian dollar weakened by 27 per cent., 
the Canadian dollar by 20 per cent. and the Euro by 13 per cent. during the period. 



 

Volumes 

First quarter 2009 volumes were lower in the Iron Ore group following adverse weather conditions 
in the Pilbara and an alignment of production with lower market demand. Lower volumes at Alcan 
Engineered Products reflected lower demand as a result of deteriorating market conditions. 
Copper production was higher in the first quarter of 2009 compared with the same period in 2008, 
primarily as a result of higher average mill rate combined with significantly higher ore grades at 
Kennecott Utah Copper, partly offset by technical issues at Escondida that have adversely affected 
production since August 2008, and will continue to do so until mid-2009. Aluminium production was 
lower, mainly due to the sale of Alcan Ningxia and the closure of Lannemezan, combined with 
lower demand and unplanned shutdowns due to equipment issues and emergency maintenance. 
Demand for industrial minerals products was lower, consistent with reduced economic activity 
across all major regions and coking coal sales were materially higher compared to the first quarter 
of 2008, as a result of adverse weather conditions in the first quarter of 2008. The overall impact of 
all volume movements was a decrease in Underlying Earnings of US$402 million relative to the 
first quarter of 2008. 

Costs 

Costs were broadly similar to the first quarter of 2008. Higher demurrage and bunkering costs as a 
consequence of adverse weather conditions and the effect of lower production increased unit costs 
in the Iron Ore group. This was largely offset by lower costs elsewhere in the Group reflecting 
lower input costs and lower corporate costs. The net impact of global inflation decreased 
Underlying Earnings by US$102 million. 

The US$797 million profit on disposal (net of tax) of the Potasio Rio Colorado and the Regina 
exploration asset (the “Potash assets”) has been recognised within Underlying Earnings. The net 
impact on Underlying Earnings from the change in exploration and evaluation costs was to 
increase Underlying Earnings by US$898 million compared with the first quarter of 2008. 
Underlying earnings includes gains and losses on the disposal or impairment of undeveloped 
projects as the Group frequently sells undeveloped properties as an alternative to development, 
and such activities are a core strategic component of the Group’s regular exploration and 
development activities. 

Lower energy costs, principally driven by lower fuel and oil prices, increased Underlying Earnings 
by US$70 million. 

Interest, tax and other 

The Group charge for the first quarter of 2009 was US$120 million lower than in the first quarter of 
2008, reflecting lower net debt balances and lower interest rates, partially offset by other non cash 
cost. 

The effective tax rate on Underlying Earnings, excluding equity accounted units, was 22.5 per cent. 
compared with 36.8 per cent. in the first quarter of 2008. This decrease largely related to the one-
off non-taxable profit on disposal of Potash assets which was recognised in the first quarter of 
2009. 

Items excluded from Underlying Earnings 

The Cortez gold mine (Rio Tinto share: 40 per cent.) and the Tarong Coal mine were divested in 
the first quarter of 2008. The US$1,093 million profit on disposal from these divestments was 
excluded from Underlying Earnings for the first quarter of 2008 and disclosed separately as profit 
on disposal of interests in businesses. 

Items excluded from Underlying Earnings also include an impairment charge in respect of the 
Alcan Packaging business of US$91 million recognised in the first quarter of 2009. This arose 
because the Group’s best estimate of expected proceeds to be realised on sale of Alcan 
Packaging reduced owing to the foreign exchange movements. 

PRA1 9.2.1 



 

Additionally, ‘Loss after tax from discontinued operations’ includes US$113 million relating to an 
increase in the Group’s estimate of the tax to be paid on the sale of the Alcan Packaging business. 

Profit for the first quarter of 2009 

IFRS requires that the profit for the period reported in the income statement should also include 
earnings attributable to outside shareholders in subsidiaries. For the first quarter of 2009, the profit 
was US$1,730 million (first quarter 2008: US$3,039 million) of which US$126 million (first quarter 
2008: US$100 million) was attributable to outside shareholders, leaving US$1,604 million (first 
quarter 2008: US$2,939 million) of net earnings attributable to Rio Tinto shareholders. Net 
earnings and Underlying Earnings, which are the focus of this commentary, deal with amounts 
attributable to equity shareholders of Rio Tinto. 

Cash flow 

Cash flow from operations, including dividends from equity accounted units, was US$3,420 million 
in the first quarter of 2009, 3 per cent. lower than in the first quarter of 2008. The effect of declining 
prices and volumes and significantly lower dividends from equity accounted units was largely offset 
by the Potash assets disposal proceeds of US$850 million which, being sales of undeveloped 
projects, were included in cash flow from operations in accordance with the Group’s accounting 
policy. 

Net disposals of subsidiaries, joint ventures and associates of US$67 million in the first quarter of 
2009 primarily related to Alcan Ningxia. In the first quarter of 2008 asset disposal proceeds of 
US$1,924 million primarily related to Cortez and Tarong. There were no acquisitions during the 
period. Capital expenditure on property, plant and equipment and intangible assets was US$1,513 
million in the first quarter of 2009, US$150 million lower than the same period in 2008 reflecting the 
Group’s decision to slow or defer some capital expenditure projects. Capital expenditure during the 
first quarter of 2009 included the expansion of the Cape Lambert port, the completion of the Hope 
Downs south mine, Brockman 4 and Mesa A developments in Western Australia, the expansion of 
the Yarwun alumina refinery and the Alumar expansion. 

Net debt 

There were net repayments of borrowings of US$185 million in the first quarter of 2009 as further 
debt was drawn down on Facility B under the Alcan credit facilities prior to partial repayment using 
the Potash assets proceeds. There were net repayments of borrowings under the Alcan credit 
facilities of US$2,417 million in the first quarter of 2008 principally attributable to the proceeds of 
asset disposals. 

As at the dates indicated, the Group’s net debt was as follows: 

  

(Unaudited)
As at 31 

March 2009 

(Unaudited) 
As at 31 

December 
2008 

  (US$ million)  

Bonds.......................................................................................................... (9,671) (9,704) 

Alcan credit facilities (as detailed below).................................................... (27,835) (27,985) 

Other debt................................................................................................... (2,031) (2,164) 

Cash and cash equivalents ........................................................................ (1,674) (1,181) 

Net debt ..................................................................................................... (37,863) (38,672) 

 

As at the dates indicated, the amounts outstanding under the Alcan credit facilities were as follows: 



 

  

As at 30 
April 2009 

As at 31 
March 2009 

As at 31 
December 

2008 

  US$ million  

Facility A due October 2009..............................................   7,145 8,885 8,885 

Facility B due October 2010 .............................................   8,100 8,950 9,100 

Facility C due October 2012 .............................................   — — — 

Facility D due October 2012 .............................................   10,000 10,000 10,000 

Total..................................................................................   25,245 27,835 27,985 

 

In April 2009 the net proceeds from the issue of the US$3.5 billion bonds were used to pay down 
Facilities A and B by US$1,740 million and US$1,650 million respectively. Subsequently a further 
US$800 million was drawn down from Facility B for operational purposes. 

As at 31 March 2009, the Group had US$1.05 billion available under Facility B and US$5.0 billion 
available under Facility C. Once drawn, there is no restriction on the use of these funds. As at 30 
April 2009, the Group had  US$1.9 billion available under Facility B and US$5.0 billion available 
under Facility C. The period for drawing down under Facilities A and D has now expired. 

As at 31 March 2009, the Group also had additional unused committed bilateral banking facilities 
of US$2.1 billion; $1.0 billion of these facilities are scheduled to expire in 2011 and the remainder 
in 2012. 

As at the dates indicated, the Group’s gross debt maturity profile was as follows: 

  

As at 30 
April 2009 

(Unaudited)
As at 31 

March 2009 

As at 31 
December 

2008 

  US$ million  

2009..................................................................................   8,034 9,436 9,782 

2010..................................................................................   8,503 9,107 9,700 

2011 ..................................................................................   454 484 449 

2012..................................................................................   10,583 10,668 10,605 

2013..................................................................................   3,408 3,619 3,124 

2014 and beyond..............................................................   9,470 6,227 5,550 

Total..................................................................................   40,452 39,541 39,210 

 

Gross debt increased to US$40,452 million as at 30 April 2009 following the payment of the final 
dividend and regularly scheduled payments to tax authorities. 

Capital commitments for 2009  

Capital commitments, including those relating to joint ventures and associates, were US$3,537 
million as at 31 March 2009 compared to US$4,354 million as at 31 March 2008. 

Interest rate and credit ratings 

The weighted average interest cost of the borrowings under the Alcan acquisition facilities as at 30 
April 2009 0.809 per cent. per annum which is LIBOR plus margins of between 0.325 and 0.425 
per cent.  



 

In December 2008, Moody’s downgraded the long-term rating of the Group from A3 to Baa1, and 
S&P downgraded its long-term rating from BBB+ to BBB and its short-term corporate credit rating 
from A-2 to A-3. Since the downgrades, both Moody’s and S&P have retained a negative outlook in 
respect of their ratings. 

Following the announcement of the strategic alliance with Chinalco in February 2009, Moody’s 
placed the Group under review for a possible downgrade, while at the same time affirming the 
Prime-2 short-term rating. S&P reaffirmed the BBB rating. 

Covenants 

The only financial covenant under the Alcan credit facilities is a ratio of net debt to underlying 
EBITDA of no greater than 4.5 times which the Group is required to comply with at the end of each 
financial year and financial half year in respect of the preceding twelve month period. As at 31 
March 2009, the ratio was 2.66 (31 December 2008: 1.73).  

There are no financial covenants in respect of Rio Tinto’s bonds. 

Reconciliation of consolidated net debt 

  

(Unaudited)
As at 31 

March 2009 

(Unaudited)
As at 31 

December 
2008 

  US$ million  

Analysis of changes in consolidated net debt    

At 1 January in the period...........................................................................  (38,672) (45,191) 

Adjustment on currency translation ............................................................  69 1,296 

Exchange losses/gains charged/credited to the income statement ...........  (109) (1,701) 

Gains on derivatives related to net debt .....................................................  19 105 

Debt of acquired companies.......................................................................  — — 

Cash movements excluding exchange movements ...................................  852 6,864 

Other movements .......................................................................................  (22) (45) 

At period end.............................................................................................  (37,863) (38,672) 

Analysis of closing balance    

Borrowings..................................................................................................  (39,403) (39,611) 

Bank overdrafts repayable on demand.......................................................  (38) (147) 

Cash and cash equivalents ........................................................................  1,674 1,181 

Other liquid resources (included in ‘other financial assets’) .......................  4 4 

Derivatives related to net debt (included in ‘other financial 
assets/liabilities’).........................................................................................  (100) (99) 

  (37,863) (38,672) 

 

Statement of Financial Position 

Net debt decreased to US$37.9 billion as at 31 March 2009 representing a decrease of US$0.8 
billion from 31 December 2008, as a result of the Group paying down debt using free cash flow 
and the proceeds of asset disposals during the period, in particular the Potash assets sale for 
US$850 million in cash. The ratio of net debt to total capital (defined as Rio Tinto shareholders’ 
funds plus net debt and outside equity interests) was 61 per cent. as at 31 March 2009 slightly 
down from 63 per cent. as at 31 December 2008. Interest cover (defined as profit before finance 



 

items and taxation, divided by net interest payable for the period) remained the same at 31 March 
2009 as at 31 December 2008, at approximately ten times net income. 

In the first quarter of 2009, receivables decreased in line with lower prices and volumes and 
payables decreased with lower accruals reflecting the reduction in capital expenditure levels. 

For the period ended 31 March 2009, the Group’s net assets increased by US$1.4 billion, 
compared with 31 December 2008, broadly reflecting net profit for the period of US$1.7 billion. 
During the period ended 31 March 2009, there were actuarial gains of US$286 million compared 
with US$855 million actuarial losses for the year ended 31 December 2008 as the value of 
obligations decreased from higher discount rates and lower expected inflation. However, these 
were more than offset by adverse currency translation effects arising from the strengthening of the 
US dollar during the period. 

Assets held for sale 

During the first quarter of 2009, Rio Tinto announced that it had reached agreement to sell its 
Brazilian iron ore operation, Corumbá, and its US coal mine Jacobs Ranch. Completion of each of 
these transactions is subject to obtaining required regulatory approvals. Therefore these two 
operations are treated as assets held for sale in the statement of financial position, as is Alcan 
Packaging. Assets held for sale are carried at the lower of fair value and carrying value. There was 
a further impairment charge of US$91 million in the first quarter of 2009 in respect of Alcan 
Packaging as a result of a reduction in the Group’s best estimate of expected proceeds to be 
realised on sale due to foreign exchange movements. Additionally, ‘Loss after tax from 
discontinued operations’ includes US$113 million relating to an increase in the Group’s estimate of 
the tax to be paid on the sale of the Alcan Packaging business. The fair value of Corumbá and 
Jacobs Ranch exceeded their respective carrying values as at 31 March 2009. 

Reconciliation to Australian IFRS 

The Group prepares its financial statements in accordance with IFRS as adopted by the European 
Union (“EU IFRS”), which differs in certain respects from the version of IFRS that is applicable in 
Australia (“Australian IFRS”). Prior to 1 January 2004, the Group’s financial statements were 
prepared in accordance with UK GAAP. Under EU IFRS, goodwill on acquisitions prior to 1998, 
which was eliminated directly against equity in the Group’s UK GAAP financial statements, has not 
been reinstated. This was permitted under the rules governing the transition to EU IFRS set out in 
IFRS 1. The equivalent Australian Standard, AASB 1, does not provide for the netting of goodwill 
against equity. As a consequence, shareholders’ funds under Australian IFRS include the residue 
of such goodwill, which amounted to US$752 million at 31 March 2009 (31 March 2008: US$736 
million; 31 December 2008: US$752 million). Save for the exception described above, the Group’s 
financial statements prepared in accordance with EU IFRS are consistent with the requirements of 
Australian IFRS. 

 

 

 



 

Review of operations for the three months ended 31 March 2009 and 2008  

All references to earnings within this section refer to Underlying Earnings. 

Financial information by Product Group 

  (Unaudited)  (Audited)  

  

Three 
months 

ended 
31 March 

2009 

Three 
months 

ended 
31 March 

2008 

Year ended 
31 Decembe

r 2008 

  US$ million  

Sales revenue     

Iron Ore ................................................................................   2,781 2,928 16,527 

Energy and Minerals.............................................................   2,176 1,944 10,998 

Aluminium.............................................................................   3,518 5,963 23,839 

Copper and Diamonds..........................................................   1,063 2,401 6,669 

Other operations...................................................................   4 4 44 

  9,542 13,240 58,077 

Other items...........................................................................   (4) (4) (12) 

Gross sales revenue ..........................................................   9,538 13,236 58,065 

Share of sales of equity accounted units and subsidiary 
sales to equity accounted units ............................................   (347) (1,389) (3,801) 

Consolidated sales revenue per income statement ........   9,191 11,847 54,264 

Underlying earnings     

Iron Ore ................................................................................   988 916 6,017 

Energy and Minerals.............................................................   1,258 241 2,887 

Aluminium.............................................................................   (481) 330 1,184 

Copper and Diamonds..........................................................   182 861 1,758 

Other operations...................................................................   (2) (18) (52) 

Product group operations .....................................................   1,945 2,330 11,794 

Other items...........................................................................   (116) (88) (337) 

Central Exploration and evaluation.......................................   54 (39) (124) 

Net interest payable..............................................................   (132) (322) (1,030) 

Underlying earnings ...........................................................   1,751 1,881 10,303 

Items excluded from Underlying earnings ............................   (147) 1,058 (6,627) 

Net earnings per income statement..................................   1,604 2,939 3,676 

Depreciation and amortisation     

Iron Ore ................................................................................   141 172 705 

Energy and Minerals.............................................................   114 141 612 

Aluminium.............................................................................   405 422 1,858 

Copper and Diamonds..........................................................   153 137 621 

Other operations...................................................................   1 (1) 13 

  814 871 3,809 



 

  (Unaudited)  (Audited)  

  

Three 
months 

ended 
31 March 

2009 

Three 
months 

ended 
31 March 

2008 

Year ended 
31 Decembe

r 2008 

  US$ million  

Other items...........................................................................   18 16 80 

Less: depreciation and amortisation of equity accounted 
units ......................................................................................   (93) (97) (414) 

Depreciation and amortisation (excluding equity 
accounted units).................................................................   739 790 3,475 

 

Comparison of underlying earnings 

First quarter 2009 underlying earnings of US$1,751 million were $130 million lower than the 
comparable period of 2008. The table below shows the difference by product group.  

  

(Unaudited) 
US$ million  

Unaudited    

First quarter 2008 underlying earnings ...................................................................   1,881  

Iron ore ........................................................................................................................   72  

Energy and Minerals(1).................................................................................................   1,017  

Aluminium ....................................................................................................................   (811 ) 

Copper and Diamonds.................................................................................................   (679 ) 

Other operations..........................................................................................................   16  

Central exploration and evaluation ..............................................................................   93  

Interest .........................................................................................................................   190  

Other............................................................................................................................   (28 ) 

First quarter 2009 underlying earnings ...................................................................   1,751  

 

Note:  

(1) The variance in the Energy and Minerals earnings includes a US$797 million profit on disposal following the 
divestment of the Potash assets (PRC in Argentina and Regina in Canada). 

All subsequent references to earnings within the business unit section refer to underlying earnings. 

Iron ore 

Product group earnings of US$988 million for the first quarter of 2009 were US$72million higher 
than the comparable period in 2008, which was primarily attributable to higher prices being 
achieved in the 2008/09 contract period and the weaker Australian dollar, partially offset by lower 
shipments due to the weaker global economy, higher unit costs following lower production and 
increased sales of lower margin products. 

Long-term contract prices for Pilbara customers during the first quarter of 2009 benefitted from the 
2008/09 price settlements which represented an average increase of 86 per cent above first 
quarter 2008 benchmark prices. However, this price increase was partially offset by approximately 
half of sales being made into the spot market in the quarter at significant discounts to benchmark 



 

prices. First quarter 2009 production in the Pilbara of 36 million tonnes (29 million tonnes on an 
attributable basis) was broadly consistent with the fourth quarter of 2008, and represented a 15 per 
cent decrease on the corresponding quarter of 2008. Total shipments from the Pilbara during the 
first quarter of 2009 totalled 39 million tonnes, 17 per cent higher than the fourth quarter of 2008, 
and 9 per cent lower than the comparable quarter of 2008. The Pilbara region experienced 
prolonged heavy rain during the first quarter of 2009, including two metres of rain across the west 
and central Pilbara. As a result, production at several mines was suspended or significantly 
hindered for up to a month. In addition, the mainline rail system was suspended for more than two 
weeks, preventing any in-loading at the ports. The Robe Valley line remained blocked for six 
weeks during the first quarter of 2009. Wherever possible, however, the interruptions were 
exploited to bring forward maintenance or upgrades. The new shiploader at East Intercourse Island 
was successfully installed during this time. Production at all the Pilbara mines has since recovered 
to normal levels. 

Rio Tinto’s share of first quarter 2009 production at the Iron Ore Company of Canada (“IOC”) was 
0.9 million tonnes of concentrate, a fourfold increase on the first quarter of 2008, and one million 
tonnes of pellets, about half the total of the first quarter of 2008. These figures reflected the effect 
of a decision in late 2008 to suspend production from two pellet lines, as global demand slumped 
for premium iron ore products in the wake of the global financial crisis. This action was in line with 
other iron ore pellet producers who also reduced pellet production in an effort to balance global 
supply and demand.  

During the first quarter of 2009, iron ore capital expenditure of US$568 million (first quarter of 
2008: US$469 million) focused on Brockman 4, the finalisation of the Cape Lambert port 
expansion and Mesa A. 

In January 2009, Rio Tinto announced that it had reached agreement to sell the Corumbá iron ore 
mine in Brazil and the associated river logistics operations in Paraguay for US$750 million subject 
to receipt of the relevant regulatory approvals. Completion is expected in the second half of 2009. 

Rio Tinto Alcan 

Rio Tinto Alcan realised an underlying loss of US$481 million in the first quarter of 2009, US$811 
million lower than underlying earnings for the first quarter of 2008. The 50 per cent. decline in the 
average LME aluminium price during the first quarter of 2009 compared with the first quarter of 
2008 was the most significant factor, partially offset by the weaker Canadian dollar and the weaker 
Euro compared with the US dollar.  

The LME aluminium price averaged 62 cents per pound in the first quarter of 2009 against 123 
cents per pound in the first quarter of 2008. Rio Tinto Alcan’s result for the quarter ended 31 March 
2009 includes a net write down of inventory values by US$46 million. 

There was a significant decrease in sales volumes in all sectors of Alcan Engineered Products and 
higher production costs leading to an operating loss in the business unit. 

First quarter 2009 bauxite production was 19 per cent. lower than the same quarter of 2008 with 
production at Weipa down 32 per cent., reflecting the deterioration of market conditions and lower 
demand. 

First quarter 2009 alumina production was 2 per cent. lower than the same quarter of 2008. In 
January 2009, Rio Tinto Alcan announced that production from the Vaudreuil and Gardanne 
refineries would be curtailed, reducing the annual production rate of alumina by approximately 6 
per cent compared with 2008.  

First quarter 2009 aluminium production was 6 per cent. lower than the same quarter of 2008. 
Consistent production volumes at the Canadian smelters was outweighed by production cutbacks 
in Europe and New Zealand. The ramp-up of the Sohar smelter in Oman continued on schedule 
with 79,000 tonnes (100 per cent. basis) of metal produced in the quarter. In January 2009, Rio 
Tinto Alcan announced a further 6 per cent. reduction in annual aluminium production, bringing the 



 

total reduction to approximately 11 per cent. on an annualised basis. This reduction included the 
expected closure of the Beauharnois smelter in Quebec at the end of the second quarter of 2009, 
the anticipated stoppage of smelting operations at Anglesey Aluminium in September 2009 and the 
sale of the Ningxia smelter in China for US$125 million, which was completed in January 2009. 

Capital expenditure for Rio Tinto Alcan in the first quarter of 2009 was US$548 million (first quarter 
of 2008: US$536) and included the Alumar expansion, Yarwun 2, Arvida AP50, and the Kitimat 
modernisation. 

Copper and Diamonds 

Copper and Diamonds earnings of US$182 million during the first quarter of 2009 were US$679 
million lower than the comparable period in 2008. The fall in the average copper price from 350 US 
cents per pound in the first quarter of 2008 to 154 US cents per pound in the first quarter of 2009; 
the 74 per cent. decline in the average molybdenum price to US$9 per pound; and lower rough 
diamond prices reduced earnings by US$756 million in the aggregate. This included a gain of 
US$49 million due to provisional pricing movements. In addition, there were benefits from 
exchange rate movements and higher sales volumes at Kennecott Utah Copper and Grasberg, 
which were partly offset by a significant fall in diamond sales and prices. 

First quarter 2009 production of mined copper and gold increased by 67 per cent. and 84 per cent., 
respectively, at Kennecott Utah Copper compared with the same quarter of 2008. Following a 
decline in the price of molybdenum, the mining sequence focused on delivery of copper and gold 
and yielded higher ore grades at Kennecott Utah Copper than in previous quarters. Concentrate 
grade was also higher during the first quarter of 2009 compared with the first quarter of 2008, with 
the bulk flotation upgrade at the concentrator continuing to drive improvements in performance. 
The increase in both concentrate smelted and anodes produced in the first quarter of 2009 
compared with the first and fourth quarters of 2008 was primarily due to greater production hours 
and improved concentrate grade. This resulted in higher cathode and precious metal production at 
the refinery. 

Rio Tinto’s share of mined copper at Escondida in the first quarter of 2009 declined by 33 per cent. 
compared with the first quarter of 2008 due to lower head grades and lower recoveries from a 
higher clay content in the ore. 

Rio Tinto’s share of joint venture copper and gold at Grasberg in the first quarter of 2009 was 
significantly higher than the first quarter of 2008 primarily attributable to higher metal share under 
the joint venture agreement and improved ore grades. 

First quarter 2009 carat production at Argyle was more than double that in the same quarter of 
2008 due to the processing of higher grade ore. In January 2009, Rio Tinto announced that the 
Argyle underground mining project will be slowed to critical development activities and the 
diamond processing facilities will undergo an extended maintenance shut down of up to three 
months. This commenced in March 2009. 

First quarter 2009 production at Diavik was largely unchanged from the same quarter of 2008. In 
March 2009, Diavik announced that summer and winter production shutdowns of six weeks each 
will be implemented. During these shutdowns diamond production will temporarily cease and the 
mine will be placed on a care and maintenance schedule. Following these measures, Diavik is 
expected to produce between five and six million carats (100 per cent. basis) of rough diamonds in 
2009. 

As a result of the global economic downturn, demand for, and the prices of, diamonds declined 
significantly and adversely impacted the Group’s Underlying Earnings during the first quarter of 
2009 compared with the same period of 2008.  

Capital expenditure in the first quarter of 2009 of US$228 million (first quarter of 2008: US$365 
million) reflected the slow down on the Argyle expansion and the underground development at 
Diavik and sustaining capital expenditure at the copper operations. 



 

Energy and Minerals 

Product group earnings of US$1,258 million for the first quarter of 2009 were US$1,017 million 
higher than in the first quarter of 2008 primarily due to the recognition of a US$797 million profit on 
disposal of the Potash assets (the sale completed on 5 February 2009 realising cash proceeds of 
US$850 million). The remaining increase was due to higher prices, particularly at Rio Tinto Coal 
Australia, and the weaker Australian dollar compared with the US dollar. These factors more than 
offset the effect of lower coking coal sales at Rio Tinto Coal Australia and lower volumes and 
pricing at Rio Tinto Iron and Titanium and Rio Tinto Minerals. 

Thermal coal contracts for the 2009 fiscal year (annual period commencing 1 April 2009) were 
settled in the US$70-72 per tonne range, a decrease of approximately 44 per cent on the record 
levels of the previous year. Coking coal contracts for the 2009 fiscal year were settled in the 
US$115-130 per tonne range, a decline of approximately 60 per cent on the record levels of the 
2008/09 fiscal year. 

First quarter 2009 hard coking coal production from the Queensland coal operations increased by 
32 per cent., compared with the same quarter of 2008 when heavy rains and consequent flooding 
disrupted production and transportation, particularly at Hail Creek. Production at Kestrel is 
expected to fall by 15 per cent. in 2009 in response to the slowdown in the global steel industry. 

Wet weather in the Hunter Valley in the first quarter of 2009 adversely impacted production of 
thermal coal. Lower semi-soft production was a response to weaker market demand. An 
investment programme by the owners and operators of the coal ports at Newcastle and Dalrymple 
Bay is expected to result in additional capacity from 2010. 

Access to higher grade ores continued at Rössing compared with the first quarter of 2008. Lower 
head grade and lower mill recovery at ERA led to lower production in the first quarter of 2009. 

Minerals production in the first quarter of 2009 continued to be affected by significantly lower 
demand in line with reduced economic activity across all major regions but prices were higher as a 
result of reduced supply. In April 2009, QIT announced that it will be implementing a two-month 
summer shutdown of its ilmenite mine and smelting operations in Canada as a response to the 
current market uncertainty. At Richards Bay, one of the four furnaces is expected to be out of 
operation for a period of five months for a planned rebuild. A general decline in production volumes 
of approximately 14 per cent. across the Rio Tinto Iron and Titanium product portfolio is anticipated 
in 2009, compared with 2008. 

First quarter 2009 capital expenditure of US$238 million (first quarter of 2008: US$320 million) 
included the Clermont and Kestrel mine developments and the completion of the QMM mineral 
sands operations in Madagascar. 

During the first quarter of 2009, Rio Tinto divested its undeveloped potash assets in Argentina and 
Canada for $850 million in cash. The profit on disposal of US$797 million is recognised within 
underlying earnings in the Energy and Minerals product group. 

In March 2009, Rio Tinto announced that it had signed a conditional agreement to sell its Jacobs 
Ranch coal mine in the United States to Arch Coal, Inc. for a total cash consideration of US$761 
million. Completion of the transaction remains subject to customary closing conditions, including 
regulatory approvals. The FTC has recently requested additional information from Rio Tinto in 
relation to this disposal. 

Central Exploration and Evaluation 

Central exploration and evaluation costs in the first quarter of 2009 were US$93 million lower than 
in the first quarter of 2008 as a result of the Group wide initiative to reduce operating costs. The 
post-tax centrally reported exploration charge is presented net of the gain on disposal of central 
exploration projects. During the first quarter of 2009 the Group realised US$68 million from the 
divestment of these projects. 



 

Trading performance and outlook 

The trading outlook for the balance of 2009 remains uncertain. The key drivers of earnings in the 
second half of the year are expected to remain the pricing of the Group’s key commodities, 
particularly iron ore, aluminium and copper. While iron ore prices for the 2009/10 contract year 
have been settled with some important Asian customers (other than Chinese customers), there 
remains uncertainty in the pricing of spot iron ore, copper and aluminium. 

The Group expects to benefit from continued cost reduction in the second half of 2009, as the 
costs of many of the Group’s key inputs are expected to continue to decline.  In addition to the 
Group’s cost cutting measures, there may be offsetting impacts from movements in the US dollar, 
the Euro and the Australian dollar. Unit cost efficiencies may be gained in those operations which 
are expanding or operating at full capacity, such as the Pilbara iron ore operations, as a result of 
increased production whilst iron ore prices remain relatively stable whereas unit costs may be 
adversely affected in those operations which are facing production cutbacks, such as bauxite, 
alumina, diamonds, iron and titanium. 

Global economy 

During the third and fourth quarters of 2008 there was a sharp deterioration in global economic 
conditions that had a significant impact on demand for, and prices of, metals and minerals. The 
pace and severity of the deterioration has been significant and, as noted above, the short term 
outlook remains uncertain. While there are some recent initial indications that the economic 
downturn may be beginning to stabilise, global economic activity is expected to continue to be 
weak during 2009 and possibly through 2010. Consensus for annual Chinese GDP growth is 
expected to average approximately 7 to 8 per cent. in 2009, compared to 9 per cent. in 2008, while 
many OECD economies are expected to continue to contract by approximately 4 per cent. on 
average on an annual basis. Metals and minerals demand over the second half of 2009 may be 
positively impacted by the infrastructure components of various fiscal stimulus packages by 
international governments and a cessation of destocking compared to recent very depressed 
levels but significant stock and capacity overhangs have developed in several markets which are 
expected to delay a corresponding price recovery. 

Despite the recent downturn, Rio Tinto’s long-term positive outlook for commodities and the mining 
industry has not fundamentally changed. The Directors continue to believe that underlying trends 
of urbanisation, industrialisation and rapid income growth across the very large population of the 
Chinese economy, and other emerging countries like India, remain intact and will generate future 
growth in metals and minerals consumption. However, the return to this trend will depend on a 
more synchronised recovery in the overall macroeconomic environment, which the Directors 
believe is unlikely for the next 12 to 18 months. 

Prices 

In May and June 2009, Rio Tinto announced that its Hamersley Iron subsidiary had reached 
agreement on the 2009/10 benchmark iron ore price with its Japanese, Korean and Taiwanese 
customers, for the contract year commencing 1 April 2009 with a 33 per cent. reduction in the 
Pilbara Blend Fines and Yandicoogina Fines prices and a 44 per cent. reduction in the Pilbara 
Blend Lump price, in each case compared to the 2008/2009 benchmark prices. However, iron ore 
contract negotiations are ongoing with other customers, including the Group’s Chinese customers. 
The outcome of those negotiations is uncertain and could have a material impact on the Group’s 
profitability during the 2009/2010 contract period. In addition, the Group expects to continue to sell 
a significant portion of its iron ore on the spot market at least until the Group has settled the 
benchmark prices.  

The LME copper price averaged 207 cents per lb in May 2009 (April 2009: 199 cents per lb), an 
increase of 33 per cent. on the first quarter 2009 average and a 41 per cent. decrease compared 
with the first quarter 2008 average. Chinese imports of copper have recently risen to record levels, 
offsetting weak demand in other regions and driving down LME inventories. The Directors believe 



 

that a substantial portion of the additional imports into China may have been acquired for 
stockpiling purposes and the replacement of copper scrap and a halt or reversal to this activity may 
cause a pause in the recovery in prices. 

The LME aluminium price averaged 67 cents per lb in May 2009 (April 2009: 64 cents per lb), a 7 
per cent. increase on the first quarter 2009 average and a 46 per cent. decrease compared with 
the first quarter 2008 average. Excess global production led to LME inventories increasing to over 
4.2 million tonnes by the end of May compared with 2.3 million tonnes at the start of 2009 and 1.1 
million tonnes a year ago. The Directors expect LME pricing to gradually recover as excess 
capacity amongst higher cost producers is taken offline and demand begins to recover. 

Thermal coal contracts for the 2009 fiscal year (annual period commencing 1 April 2009) were 
settled in the US$70-72 per tonne range, a decrease of approximately 44 per cent. on the record 
levels of the previous year. Coking coal contracts for the 2009 fiscal year were settled in the 
US$115-130 per tonne range, a decline of approximately 60 per cent. on the record levels of the 
2008/09 fiscal year.  

Both prices and sales volumes for diamonds have been severely impacted by the economic 
downturn. The effect on the rough diamonds market has been exacerbated by the lowering of 
inventory levels in the diamond pipeline, resulting from reduced global liquidity. The near term 
outlook is difficult to predict, but lower mine production appears to be providing greater stability to 
the market.  

The uranium market is predominantly based around long term contacts, but spot prices have also 
remained stable at US$40-50 per lb to date this year. This is significantly lower than the peak 
levels of 2007, but significantly above longer term historical averages. The market is supported by 
positive underlying demand and the fact that nuclear electricity output tends to be fairly stable in 
the short term. 

Production 

Rio Tinto’s iron ore guidance for its global operations in 2009 remains approximately 200 million 
tonnes (100 per cent. basis) and is based on an expected recovery in Chinese steel demand in the 
second half of 2009. During the first five months of 2009, approximately half of the iron ore that Rio 
Tinto produced was sold on a spot market basis. Rio Tinto’s share of mined copper production in 
2009 is now expected to be approximately 780,000 tonnes with refined copper production of 
approximately 425,000 tonnes.  

In April 2009, Rio Tinto Alcan announced that annual production of bauxite at Weipa would be 
curtailed to approximately 15 million tonnes (from approximately 20 million tonnes in 2008), due to 
the continuing sharp fall in alumina and aluminium demand and prices in recent months. Rio Tinto 
Alcan’s share of global bauxite production in 2009 is now expected to be approximately 32 million 
tonnes. 

Following production cuts at the Vaudreuil and Gardanne alumina refineries announced in January 
2009, the annual alumina production rate is expected to be reduced by 6 per cent. in 2009 
compared with 2008.  

Following the sale of the Ningxia smelter in China in January 2009, the closure of the Beauharnois 
smelter in Quebec in June 2009, the anticipated cessation of smelting operations at the Anglesey 
smelter in Wales at the end of September 2009 and various other partial curtailments Rio Tinto 
Alcan’s aluminium production capacity is expected to decline by 11 per cent. by the end of 2009. 
Production in 2009 is expected to be 3.8 million tonnes, a decline of 6 per cent. compared with 
2008. 

Market conditions have continued to have a significant adverse impact on both volume and price 
for diamonds. Market demand for some categories, in particular the larger better quality rough 
stones, has shown tentative signs of improvement while appetite for very large rough stones is still 



 

falling. Demand for small, cheaper rough diamonds remains weak due to the continuing weakness 
in the US market and high trade inventories.  

Capital expenditure 

Following the announcement in December 2008 of the Group’s commitment to reduce capital 
expenditure from over US$9 billion in 2008 to US$4 billion during 2009 while retaining future 
growth options and realigning projects with market demand, a number of capital projects have 
been slowed or deferred. 

In April 2009, Rio Tinto Alcan announced that the Yarwun alumina refinery expansion would be 
slowed to reduce the rate of capital expenditure with a revised completion date in the second half 
of 2012.  

Capital expenditure is expected to be approximately US$4.7 billion for 2009. To date in 2009, the 
run rate of the Group’s capital expenditures has been higher than its announced commitment 
because certain projects were delayed rather than stopped as a result of the announcement of the 
potential Chinalco transaction and certain payments were made in 2009 which were expected to 
have occurred in 2008.  

The Group will continue to review its capital expenditure requirements based on its available 
capital resources as the year progresses. 

Contingent liabilities and other commitments 

The aggregate amount of minimum lease payments at 31 March 2009 that is due within the next 
12 months, under non-cancellable operating leases, was US$1.9 billion, compared with US$1.6 
billion at 31 December 2008. 

The aggregate amount of future payment commitments for the next five years under unconditional 
purchase obligations outstanding at 31 March 2009 was US$4.2 billion, compared with US$4.0 
billion at 31 December 2008. Unconditional purchase obligations relate to commitments to make 
payments in the future for fixed or minimum quantities of goods or services at fixed or minimum 
prices, which have not been discounted and relate mainly to commitments under "take or pay" 
power and freight contracts. 

Contingent liabilities at 31 March 2009 amounted to US$0.6 billion, compared with US$0.5 billion 
at 31 December 2008. Contingent liabilities are not recognised on the balance sheet, and relate 
mainly to indemnities and other performance guarantees. 

On 4 June 2009, the Board withdrew its recommendation that the shareholders approve the 
transaction with Chinalco. Rio Tinto will pay Chinalco the agreed break fee of US$195 million. 

Cost saving initiatives 

On 10 December 2008, Rio Tinto announced a series of initiatives and commitments to reduce net 
debt by US$10 billion during 2009, including a 14,000 global headcount reduction and a reduction 
in controllable operating costs by at least US$2.5 billion in 2010. The Group remains on track to 
deliver on these targets. 

Divestments and other recent developments  

The processes continue for the businesses that have been identified for divestments, including 
Alcan Packaging, Alcan Engineered Products and the remaining mines of Rio Tinto Energy 
America (excluding Colowyo). In May 2009, Rio Tinto announced that its borates business had 
been taken off the market as the sales process did not achieve values acceptable to the Group in 
the prevailing economic conditions. The Group continues to consider options for its talc business. 

During the first quarter of 2009, Rio Tinto announced divestments totalling US$2.5 billion including 
US$850 million for the undeveloped potash assets in Argentina and Canada, US$750 million for 
the Corumbá iron ore operations in Brazil, US$761 million for the Jacobs Ranch coal mine in the 



 

United States, and US$125 million for the Ningxia aluminium smelter in China. The completion of 
the Corumbá and Jacobs Ranch divestments remain subject to the receipt of certain regulatory 
approvals. The PRC and Ningxia sales completed during the first quarter of 2009. 

In April 2009, the Group issued US$3.5 billion of fixed rate bonds as part of its ongoing capital and 
debt management programme. 

In May 2009 Rio Tinto Alcan announced that it had been granted a loan from the Government of 
Quebec totalling up to US$175 million to further the construction of its AP50 pilot plant in the 
Saguenay-Lac-Saint-Jean region of Quebec, Canada. 

In May 2009, Rio Tinto announced that it had received a request from the US Federal Trade 
Commission (“FTC”) for additional information on the pending sale of its Jacobs Ranch coal mine 
to Arch Coal, Inc. Rio Tinto will continue to cooperate with the FTC and respond expeditiously to 
this request. Completion of the transaction remains subject to the expiry of the waiting period 
under the HSR Act. 

*    *    *    *    * 

Certain statements made in this announcement constitute forward-looking statements within the 
meaning of the US Private Securities Litigation Reform Act of 1995. Forward-looking statements 
can be identified by the use of words such as “may”, “will”, “expect”, “intend”, “estimate”, 
“anticipate”, “believe”, “plan”, “seek”, “continue”, “forecast” or similar expressions. All statements 
other than statements of historical facts included in this announcement, including, without 
limitation, those regarding the Group’s financial position including forecast or estimated profits, 
business strategy, plans and objectives of management for future operations (including 
development plans and objectives relating to the Group’s products, production forecasts and 
reserve and resource positions), are forward-looking statements. Such forward-looking statements 
involve known and unknown risks, uncertainties and other factors, many of which are outside the 
control of the Group and its Directors, which may cause the actual results, performance, 
achievements, cash flows, dividends of the Group, the ability of the Group to satisfy its debt 
repayment obligations or industry results, to be materially different from any future results, 
performance or achievements expressed or implied by such forward-looking statements. 

Such forward-looking statements are based on numerous assumptions regarding the Group’s 
present and future business strategies and the environment in which the Group will operate in the 
future. Among the important factors that could cause the Group’s actual results, performance or 
achievements to differ materially from those in the forward-looking statements include, among 
others, economic conditions in relevant areas of the world, levels of actual production during any 
period, levels of demand, market prices and inflation, the ability to produce and transport products 
profitably, the impact of foreign currency exchange rates on market prices and operating costs, 
operational problems, political uncertainty, the actions of competitors, activities by governmental 
authorities such as changes in taxation or regulation and such other risk factors. Forward-looking 
statements should, therefore, be construed in light of such risk factors and undue reliance should 
not be placed on forward-looking statements. These forward-looking statements speak only as of 
the date of this announcement. The Group expressly disclaims any obligation or undertaking 
(except as required by applicable law, including the UK Listing Rules, Prospectus Rules, the 
Disclosure and Transparency Rules of the Financial Services Authority and the ASX Listing Rules) 
to release publicly any updates or revisions to any statement (including any forward-looking 
statement) contained herein to reflect any change in the Group’s expectations with regard thereto 
or any change in events, conditions or circumstances on which any such statement is based. 

 


