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STEPHEN McINTOSH: 

Welcome everybody and a special welcome to those whose first time it is to Mongolia.  I 
think you are seeing the turn, where it goes from the short delightful summer into the 
normal winter.  

Before I start, I would just say one thing on safety.  As you have seen outside, we are 
seeing the first snows in Ulaanbaatar so just be careful as it is slippery underfoot and we 
don’t want to lose any of you along the way.  

So good afternoon, it is my pleasure to welcome you here today.  Our management team 
are very much looking forward to hosting you at the Oyu Tolgoi site tomorrow and on 
Thursday and spending some time with you all, as are our staff at site. 

This afternoon we will provide a high level briefing on the operations of the existing open 
pit operation, the project and Mongolia the country. 

I would like of course to draw your attention to the Cautionary Statements. 

At the end of today, we want you to go away with an understanding of the quality of the 
resource; the quality of the people and management and the high quality product we 
have to sell. 

We have a mine and a resource that has over a 75-year potential for future operation and 
there are multiple options for expansions in the future all of which, as far as we are 
concerned delivers a highly compelling business case. 

We also have a very good safety track record, which we will talk more about when we get 
to site, but this is a real key differentiator for this operation.  It is one of the best across 
Rio Tinto at this time and is a testament not only to the hard work of management but to 
the quality and focus of our largely national workforce. 

So Hugo North Lift 1, why do it?  Well, the simple reality is, that the Hugo North Lift 1 
resource is the highest quality, highest grade, undeveloped copper resource in the world 
today. 

When we look at the curve here which essentially compares projects under development 
at this time and consider both copper production per annum and its underlying grades, 
really there is nothing that comes close to this project in the world. 

As you can see here, the average production from the underground and open pit 
operations between 2025 and 2034 is 524,000 tonne per annum with a reserve grade of 
1.66 per cent copper and 0.35 grams per tonne gold.  There really is no better project 
being developed. 

It is an absolute standout copper development project and one that we are very much 
looking forward to bring into production. 

Rio Tinto has now been managing Oyu Tolgoi since 2010.  During this time we have 
gained an enormous amount of operational experience and have a well-established 
investment framework.  We have already completed some infrastructure including the 



Rio Tinto – Financial Community Visit to Oyu Tolgoi  

 

Page 2 of 19 

plant which is achieving its design capacity, over 15 kilometres of underground lateral 
development and around 2.7 kilometres of shafts already sunk. 

We have touched the ore body, touched the rocks that we are going to be essentially 
mining through and we have gained a lot of information from that. 

We have also done some refurbishment of some of the early underground infrastructure 
including the underground crusher.  This was in order to ensure reliability and 
performance through to the delivery of the big underground crushers. 

At the same time we have established a very good customer base for our products and a 
very good logistics chain. From moving our concentrate to the bagging plant and then 
quickly and efficiently moving that material down to the Chinese border. 

We have an extraordinary workforce.  They are very highly engaged, national workforce. 
93 per cent of our employees in the above ground operations at this time are Mongolian 
nationals and over 75 per cent of our engineers on site are Mongolian nationals. 

We also have a very strong relationship with the community. 

It is very important that we talk about not only what we know, but also the foundations for 
success moving forward. 

The key to OT in the long-term is really unlocking the value through the underground 
project.  As it stands today, the underground project represents about 80 per cent of the 
value of the integrated OT operations. 

The $5.3 billion underground project was approved in May this year.  We will be showing 
you the progress over the last 5 months later and we will show you essentially where we 
are terms of the ramp-up. 

Clearly there are multiple options for expansions and there is undoubtedly still exploration 
work to be done.  This is not a huge priority for us today but exploration and further 
studies will follow in the coming periods. 

I’m Steve McIntosh, Group Executive for Growth & Innovation, and I’m looking forward to 
engaging with many of you over the next two days and am happy to talk more about what 
the role of growth and innovation is for Rio Tinto. 

Firstly, I want to talk about the management team today which I will do in the order that 
they present. 

Munkhsukh Sukhbaatar will talk next and will give you a briefing about the country 
setting.  He will be followed by Armando Torres, the Managing Director for Oyu Tolgoi; 
who will then be followed by Steve Jones, Acting CEO for Oyu Tolgoi; and then last but 
not least Marco Pires, the Chief Development Officer for the Underground Project, will 
then talk through the specifics for the underground project. 

Before we go to Munkhsukh, what we will do first is just watch a quick introductory video 
on Mongolia. 

(The video was then shown) 

MUNKHSUKH SUKHBAATAR: 

Thank you, Steve. 

Welcome to Mongolia.   

It is my pleasure to be here.   
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Just a quick introduction. 

I am Mongolian and was born and raised here, but as you can tell I studied in the States.  
I worked there for about 12 years and have been in to Mongolia for around 10 years. 

I will talk briefly about Mongolia today, to give you a bit more understanding about the 
country, the political environment and economic influence.   

My position with Rio Tinto is as Country Director for Mongolia, so I look after what we call 
our shareholder issues, the relationship with the Government and the Government 
investors into the Oyu Tolgoi project, and also some of the longer term strategic projects 
such as power and rail and other infrastructure. 

The reason why all of us are here is because Mongolia is actually quite well endowed 
with natural resources, it’s not just copper and gold.  We have one of the largest 
resources in terms of coal, uranium, gold, silver and a number of different minerals. 

Mongolia was initially heavily explored during the Soviet era in the ‘70s and ‘80s, mostly 
in the central and eastern parts of the country, nevertheless, however this has only 
covered directly about 30 per cent of the country.   

So the country whilst very rich in resources is still quite under-explored. 

One of the key advantages in Mongolia is that it sits next door to China.  It shares a very 
long border with China and is quite close to a lot of the industrial centres being built in 
Northern China. 

As mentioned in the earlier video, the Mongolian population is very young, vibrant and 
well educated and literacy is high.   

In terms of ethnic and social make-up, the country is actually quite homogenous in terms 
of ethnicity and religion, which creates a great element of stability. 

Mongolia gained it independence in 1911 from the Qing dynasty, which is known as the 
Manchurian dynasty and became a Republic in 1921.  During the Soviet Bloc, the country 
adopted socialism, and has been the longest and closer ally to USSR over 75 years. 

In the 1990s we had a peaceful transition into a democracy and we’ve moved away from 
a centrally-inclined economy into a free market economy.  Over the last 26 years there 
have been a number of changes, but there’s been very steady progress and learning and 
these changes have been quite positive for the country. 

The Mongolian economy in the ‘80s and ‘90s and early 2000s was an agricultural 
economy where we exported a lot of animal husbandry products, grain and vegetables.  
However, the make-up of the economy is actually changing quite rapidly with additional 
exploration and the commencement of mining operations, such as Oyu Tolgoi which are 
changing the composition of the economy. 

If you look at the GDP and foreign direct investment charts, you’ll see that the economy is 
being fuelled by the mining cycle and that the composition of the economy is changing 
from foreign direct investment.  This is story of Oyu Tolgoi and its relative impact on the 
Mongolian economy which you will see from the date that it came in production is actually 
driving the GPD growth as well. 

Politically speaking, Mongolia has a President but the Prime Minister runs the country on 
a day-to-day basis.  The Prime Minister has got a Cabinet.  And then there is a single 
house Parliament, which consists of 76.members. 

Since 1990 we have had seven transitions of power, with the two dominating parties 
exchanging power without any significant problems.   
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The political system is very much a modern democracy with its advantages and also with 
shortcomings.   

The current party in power, the Mongolian People’s Party, has got a landslide majority in 
the parliament.  It holds about 65 seats out of the 76, which means that the Government 
was formed without any coalition and the structure will be quite predictable in the next 
four years of decision-making. 

Ideologically there are no significant difference between the parties.  The MPP has a 
longer heritage, a longer history, and a more structured perhaps way of making 
decisions, so the internal structures is the main difference between the two parties.  Both 
parties are quite pro-business and one of the key priorities for Mongolia is to accelerate 
large project developments such as Oyu Tolgoi. 

Steve mentioned earlier that we have a very well-established investment framework, 
which actually consists of a number of different documents.   

In October 2009, we concluded the Investment Agreement for Oyu Tolgoi, which is 
essentially a document that stabilises not just tax rates, but also other arrangements that 
are pertinent to tax such as double-tax treaties. 

In addition to tax rates, some calculation methodologies and other details are also 
captured in the Investment Agreement, including things such as the depreciation period, 
methodology, investment tax credits and periods for carrying forward losses - so from a 
tax perspective it’s quite a comprehensive agreement, 

In addition to tax and regulatory environment, the Investment Agreement clarifies a 
number of different key areas including specific requirements and expectations regarding 
infrastructure, employment, regional development and local content.  

The agreement itself is a long-dated agreement for a 30-year initial term with two 20-year 
extensions; the mining licence matches that duration as well. 

In addition to the Investment Agreement, there was a subsequent Shareholder 
Agreement.   The Shareholder Agreement is between Turquoise Hill, Rio Tinto and the 
Government of Mongolia, which is a 34 per cent shareholder and regulates the corporate 
governance on the project and also some of the funding arrangements between the 
Shareholders of the project. 

Just going to some of these points of the Investment Agreement in detail a bit further, the 
infrastructure, employment, regional development, environment, all those things are very 
critical components of the Investment Agreement.  The Investment Agreement is a robust 
document in the sense that it has actually captured the majority of these issues in the 
single document.  

As we all know, there is a document that we signed in May last year that was the called 
the Underground Development and Finance plan.  That document was a culmination of a 
2½ year process, where there were a number of issues accumulated between the 
shareholders that needed clarification and constructive dialogue. 

As you know, early in the process we suspended the underground development to 
actually go through these issues.  What’s significant about this document, is not so much 
the document but the process that we’ve undertaken, where we spent 2½ years 
identifying where the points of disagreements are and we’ve actually engaged 
constructively, patiently and respectively with the shareholders one issue at a time.  I am 
glad to say that we have come to a conclusion on those issues. 

The document closes the chapter on the initial development of Oyu Tolgoi and makes 
sure we have a conceptual understanding, a common understanding, on all of the past 
issues.  We have been able to conclude things like differences on initial cost estimate for 
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Phase One, where an audit was conducted and concluded without any adverse findings - 
that was a very significant process. 

We have had a series of issues with regards to tax and interpretations of some of the tax 
legislations and, practical calculation details. Of course, not all the tax laws and 
regulations were clear so we were actually able to clarify and put some specifics in there 
and come to common terms. 

The second group of issues captured with that process was that we were going forward 
with the underground development. We have agreed on how we would look at the 
feasibility studies, the concept, the funding structure and some of the details of how the 
project finance proceeds were going to be utilised and when they were going to deploy.  
So a lot of issues around the underground project were clarified and agreed with the 
Government. 

In addition to the underground working agreement, there was a management agreement 
signed, executed, where Rio Tinto’s role as the manager for the operation in the 
underground was reaffirmed. 

I think the key benefit of this document and the most significant takeaway from it is that 
both sides, the Government, Rio Tinto and Turquoise Hill, all sides, reaffirmed their 
commitment to the Investment Agreement, the Shareholder Agreement, and were able to 
actually enable this project to go forward. 

As you know, since the document was signed, there have been a number of follow-up 
actions that were specified at the time, all those actions were one by one and 
commented, and here we are today with the underground development actually ramping 
up, full steam ahead, which included of course the Project Finance and the feasibility 
study, capital refresh and the appropriate governance of course. 

In terms of some of the other aspects of the Investment Agreement, as I mentioned 
before, infrastructure is a terribly important consideration for the Oyu Tolgoi project; also 
infrastructure in South Gobi for the Government of Mongolia and for the people of 
Mongolia is also very important as well. 

With regards to power, there is a clear requirement for Oyu Tolgoi to source power from 
within Mongolia and we are committed to that obligation and are currently engaged with 
the Government to explore in the independent power producer option where we are 
actually working with a selective investor structure, independent power plant, up in Tavan 
Tolgoi. 

That process is underway, it’s not concluded.  The key is for us to fully explore the risk 
and value proposition of the IPP structure.  While we continue to work with the 
Government and selective investors on this project, the fail-safe or the back-up plan is to 
go with a self-funded operated in both power plant solution. 

Regardless of which power plant choice we end up implementing, our current power 
employed arrangement needs to be extended beyond 2021, so we are in the process of 
actually working quite closely with the Government to extend the Inner (Mongolia) 
arrangement. 

With regards to logistics, our obligations in terms of land transportation have been met 
under the Investment Agreement, but going forward there are a number of things that 
actually pose good value creation and value preservation opportunities for us. 

That includes in situ long-term access on the railway, not just in Mongolia but beyond 
Mongolia into China.  International status of the border, which is now a bilateral border, 
and that would have a very meaningful impact on our operation going forward.  That will 
be the first step towards actually being able to ship a meaningful volume of concentrate 
beyond China into the seaborne market. 
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In terms of smelters, Investment Agreement mandates, or as a requirement for two things 
for Oyu Tolgoi, one is if there is a domestic smelter built in the country then Oyu Tolgoi is 
obliged to provide copper concentrate or sell copper concentrate to the smelter provided 
the terms are commercial and international. 

The second obligation was for us to deliver an economic viable study to the Mongolian 
Government on the local smelter.  So the second obligation has been met, we have 
actually delivered the study.  

We remain committed to the first obligation although we are not quite sure of what the 
prospects on the domestic smelters are.  Rio Tinto or Oyu Tolgoi does not have any 
intention of actually investing in the processing, so we’re happy to work with the smelters 
if they are built in the near future. 

In terms of licence to operate, we have a number of stakeholders.  The immediately 
affected stakeholders are the three soums, which are the smallest administrative units in 
Mongolia that border our operation.  All together we are talking about less than 10,000 
people, but Mongolia is not a very densely population country, but given that a lot of them 
are herders our operation has a further significant impact for them.  So we work very 
closely with our three affected communities. 

Then there is a provincial local government, which is one of 21 provinces in Mongolia, 
and then Central Government, which is obviously the government authorities that we deal 
with. 

In terms of engagement activities, there are a number of different things but two that have 
the highest importance to our stakeholders: one, infrastructure development, and the 
second is a local spend or local procurement, because Oyu Tolgoi’s impact on the 
economy is very significant, so that’s another significant area that we are focused on. 

Employment is a very important consideration as well and also there are different 
programmes that we have actually put together to work with the communities. 

So in terms of infrastructure development, we could talk a bit about power and rail, road 
growth and such, and those things are actually progressing well, and then also we are in 
an environment with Government and a lot of these infrastructure projects. 

In terms of local procurement, I will talk about it in a bit more detail, but it is one area that 
we focus on quite a bit and make sure that we are spending the appropriate amount and 
we are doing the best we can in terms of local procurement, provided the outcomes are 
the quality and the costs actually are comparable; our spend has been quite significant in 
the country to date. 

In terms of local employment, as Steve mentioned, this is the one area that I like and 
probably most proud of as a Mongolian citizen, is that it’s not just at an operating level but 
even at the management level, a mid-level management level, Mongolian presentations 
are very strong.  In terms of workforce, employees are very engaged and very proud to 
be involved in this project. 

The Investment Agreement actually requires Oyu Tolgoi to maintain about 90 per cent 
Mongolian workforce.  We are at 93 per cent at the moment.  During construction stage 
it’s 60 per cent, but we’re very confident that would be much higher than 60 per cent with 
the underground development. 

An additional key agreement that we have been able to put in place within the last two 
years is a co-operation agreement with local communities where we have committed a 
fixed funding per year.  The key benefit of this agreement is that the way we fund and the 
amount with which we fund community development and regional development projects 
is very transparent and very predictable, and it’s got very strong participation from all the 
involved key stakeholders. 
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So OT is involved, the local governments are involved, and the provincial government 
and the community representatives are involved, and we discuss exactly how the funds 
are going to be invested, whether it’s education, hospitals or infrastructure, and it’s clearly 
a robust framework around how we co-operate going forward.  So I think that has been 
working quite well for us. 

In terms of local spend that I have mentioned before, Oyu Tolgoi’s impact on the local 
economy is very large and, just to put it into context, the underground development capex 
is $5.3 billion and Mongolia’s GDP last year has been $12 billion.  

With that large significant size it means additional responsibility and importance that we 
are acutely aware of.  So in terms of impact in the economy of local spend including the 
local procurement, employee wages and salaries, tax and claimants for the Government, 
we have spent since inception date $5.7 billion. 

In terms of taxes paid in Mongolia, starting in 2015, OT is the number one taxpayer in the 
country.  Our tax receipts that we pay to the Government makes up about 6 per cent of 
Government budget and, as I mentioned before, the key benefit is the multiplier effect 
from our spend and our employees.  We have a very strongly engaged national 
workforce, which are some of the better paid people in the country, and so our direct and 
indirect impact on the economy is very significant. 

So before I conclude my slides, I think the key point I would like you to capture is the 
highest level, macro-level, going from the talks, from the presentations and from the video 
before, is we have a very strong sense of our national identity.  The last thing you could 
ask from a Mongolian is, are you part of Russia or China?  We are very much 
independent; we want to maintain that independence and Mongolians are very proud and 
very patriotic. 

There is a policy, a very long-term policy, in Mongolia that is called a third neighbour 
policy where Mongolia aspires to manage its interactions and diversifies its relationships 
beyond Russia and China, to be able to attract investment and build long-lasting 
diplomatic relationships with countries such as Japan, United States, Canada, Australia, 
and a number of other places. 

So Oyu Tolgoi in itself is a continuation, or this project very nicely fits into that very 
long-term strategic policy in Mongolia, and from a citizen’s perspective Oyu Tolgoi is an 
exact profile of a project that Mongolia would like to attract in the long run to actually be 
able to maintain that identity and continuous process. 

In terms of internally, the country itself is very vibrant on democracy, the system itself is 
quite stable, and with a very strong, literate, young, motivated workforce and citizens, and 
currently it is growingly more and more supportive of projects such as Oyu Tolgoi and 
investment from Rio Tinto. 

So with that, I will hand over to my colleague, Armando, who will be taking you through 
the Oyu Tolgoi project.  Thank you. 

 

ARMANDO TORRES: 

 

Thank you, Munkhsukh.  I will provide an overview about the operations and 
underground, and Steven Jones and Marco Pires will provide more information, more in 
the details. 

But before, I would like to introduce myself.  I’m Brazilian and have been working in 
mining, refining and chemical industries for more than 25 years, managing operations in 
South America, North America, Europe and Australia and now in Asia, and I led several 
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transformations and three major commissionings and strong experience in developing 
local capability. 

In the last five years since, I have been working in Rio Tinto I have led the global 
transformation of the alumina segment and bauxite, and I am pleased to see the recent 
bauxite results.  I am now accountable for the OT above ground operations and 
underground. 

Let’s start with safety.  OT has improved significantly in the last three years and OT has 
one of the best safety performance in Rio in terms of our injury frequency rate, a strong 
focus in terms of a reduction in hand and finger injuries and also in contractor 
management. 

But OT is not only focusing injury reductions, we are also focusing fatality prevention.  I 
am pleased this year we have reduced by 44 per cent in vehicle and driving incidences, 
applying technology that you call Smart-cap so that we can manage the fatigue of each of 
our drivers in our mining operations as well in the outbound drivers that transport our 
concentrate to China. 

Going to the future, we have started to deploy the critical risk management in our 
positions at the end of last year, and now we are in the phase of bedding and sustaining, 
but basically this critical risk management is how we educate our frontline leaders and 
our employees to apply controls when they are facing potential fatal risks. 

There is a strong focus on catastrophic events and risk management and we are 
deploying the process safety framework in these operations, and as we are ramping up 
the underground project now we are working really to transfer the safety culture to the 
underground. 

Oyu Tolgoi in Mongolia: Oyu Tolgoi is located 550 kilometres from Ulaanbaatar and 
around 80 kilometres away from the Chinese border.  Predominantly is a FIFO operation 
but also we are transporting people from Khanbogd, which is our local community, as we 
are developing the local employment in the local community as well. 

We import electricity from China, connected to the grid.  Our water source is from deep 
saline aquifer; it’s very important and is different from shallow water aquifer, so it’s not 
drinkable water.  And our concentrate is trucked to the bulk warehouse in China and then 
afterwards distributed to our customers. 

Operational excellence is when one can say that a business is delivering operational 
excellence or operating under operational excellence - it’s when this business has great 
safety tracking and safety performance, year on year improvements in operational 
performance, delivering the cash targets and operating with a low working capital.  I will 
share with you in the coming slides that OT is working very well in all those aspects. 

The first is in terms of delivery operational performance, OT in the last three years has 
improved the ore treatment rate by 70 per cent and by 2016 we are forecasting to exceed 
2015 numbers.  For sure, the copper production and gold production has followed our 
improvement rates in terms of ore treated capability, however, we are facing some 
challenges in the coming mining phases and Stephen Jones will share a little bit more in 
terms of gold content. 

This operation has delivered $1.5 billion in free cash flow in the last two years.  This is 
through a cash optimisation programme that has been implemented since 2014, so it’s 
just focusing on improving cash.  We are working in several layers of the organisation to 
ensure that our leaders, managers and employees, they have an investor mindset. 

Also we had great examples in terms of how we have improved working capital.  We 
have improved it by $500 million in the last three years with strong focusing and 
optimisation of the stockpiles, or optimising stores inventories, finished goods and also 
our cycle with our customers. 
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I can tell you that if you have a reliable operation it is an operation where you are able to 
increase your production but at the same time work with a low working capital, and this is 
a great example of how OT is delivering performance in the most efficient way. 

Oyu Tolgoi is well positioned in terms of growth as we are located near China, which is 
the market with the highest consumption of copper.  Also we have a broad customer 
base, so we have more than 20 customers around China and are we are developing 
customers in Japan. 

Our product is “delivered at placed terms” and our customers collect the product from 
warehouse, from truck and/or rail delivery.  Our international payments, TC/RCs, are at 
benchmark and we apply the freight differential concept as we cannot track our 
customers in terms of our position. 

Our quotational period is typically three months after arrival.  Our production for 2017 has 
been fully sold.  In general on our contracts we have an average of three years and our 
customers are well balanced between private companies and State enterprise companies 
or Chinese State companies.  Our end users are smelters and traders. 

Oyu Tolgoi is located in a fragile environment so the focus on field diversity and water 
management is critical for the sustainability of our operations and the social well-being of 
the local community. 

In terms of field diversity, we have a offset management plan in place.  As you have to 
develop all these operations in the middle of the Gobi desert so we will relocate families, 
the impact on vegetation, and release animals and species and we have an offset 
management plan that is really working very well. 

Some good examples are continuous rehabilitation.  We have since 2011 completed 
technical rehabilitation around more than 1,300 hectares and 350 hectares in biological 
rehabilitation.  We are planning in 2016 to complete 43 hectares in technical rehabilitation 
in 140 hectares of biological rehabilitation. 

Water is a premium resource in South Gobi and due to our technology and operational 
performance Oyu Tolgoi is leading the industry in terms of water recycling.  We recycle 
around 85 per cent.  We have a long-term agreement in access to water reserves, which 
really can secure our operations long-term, and also support a greater part in the 
underground project development. 

It is also very important for us really to ensure that we are supporting the local 
communities and we are working to facilitate their access for the local community of 
potable water and we are near to inaugurating a water treatment plant in Khanbogd in the 
coming months. 

The consistent performance that I have shared with you would not have been possible 
without great people.  As mentioned by Steve and mentioned by Munkhsukh, we have a 
highly engaged workforce with a strong technical foundation. The level of scholarship 
here is very high, so our expatriates who are under the Rio Tinto framework, the technical 
teams, to drive the Mongolians, are learning very fast. 

We have an open mind in a workforce angling for improvement with a strong discipline to 
follow procedures and standards.  We are developing local leaders as well and I am 
pleased to say that one-third of our OT team is now Mongolians, around 58 per cent are 
in management positions, and in superintendent levels around 78 per cent, and basically 
our frontline leaders are 100 per cent Mongolians. 

All those improvements really came also in parallel with improvements in productivity; we 
have improved it by 18 per cent in the last two years.  At the end of two months in this 
role, I am impressed with the capability of this workforce. 

We have a high value Tier 1 project defined to date with Hugo North Lift 1, which Marco 
is going to entered into more detail, but the reserves are around 500 million tonnes with 



Rio Tinto – Financial Community Visit to Oyu Tolgoi  

 

Page 10 of 19 

excellent copper grade and a good gold grade as well.  And we have the OT Open Pit 
reserves, 986 million tonnes, with good copper and gold grades I would say. 

But the beautiful thing is this is a wonderful orebody and you are going to see the reality 
and the size of those resources that you have.  Hugo North, which is part of the orebody 
that we have developing right now, there are very good copper grades and gold grades, 
even with some dilution I would say in comparison with the reserves. 

The Hugo South is good in copper, but not much gold.  The Open Pit I have shared with 
you.  And Heruga really is reasonable copper but a good gold grade.   We are developing 
the Open Pit and Hugo North, but really the trend you are developing in this orebody in 
future is going to come from your right and your left. 

In conclusion, the Mongolian workforce is proving its capability in terms of delivering a 
great safety performance, improvements year on year in operations, deliver the cash, 
also we have a strong and robust environmental strategy and a great orebody in front of 
us. 

So now I am going to handover to Steven Jones and he is really going to provide in more 
detail information about the operations, and later Marco Pires about the underground 
development project. 

 

STEVE JONES: 

 

Thanks very much, Armando.  My name is Steve Jones.  I’m the Acting Chief Executive 
Officer for Oyu Tolgoi.  I was recently the Operations General Manager on the mine site. 
I’ve got nearly 20 years of experience with Rio Tinto.  I’ve worked in the Aluminium, 
Copper, Iron Ore and Growth & Innovation groups in Rio Tinto in Australia, the United 
States, Canada and Mongolia.  I won’t ask you to guess which one of those countries is 
the country I was born in. 

What I am here to do is talk a little bit about, and there will be plenty more opportunities 
over the few days, to talk about the current operations and the performance of the current 
operations and the journey we’ve been on through the last few years of transforming the 
operating business from mining and a concentrating perspective. 

So there has been many successes, and notably if we talk first about the mine, we have 
managed to significantly increase the productivity of our mining assets in the last few 
years to a point where we are very to say that our mining equipment utilisation is now 
best in Rio Tinto, which is a great effort for a young business. 

Without any investment in new mining equipment through productivity improvements 
alone we have been able to move our mining rate from 92 million tonnes in 2014 to an 
annualised run-rate here today of 114 million tonnes. 

We have also made significant improvements with our concentrator performance and, 
namely, Milled ore.  Our Milled ore in 2014 was just short of 28 million tonnes; year to 
date we are on track for an annualised performance of 38 million tonnes, which again is a 
very significant improvement and it has come through many productivity initiatives to 
enhance the utilisation of our fixed plant assets. 

We have also seen significant improvement in our inventory management and our net 
working capital.  Several years’ ago if we look back to the start of 2014 we had 250,000 
tonnes of copper concentrates stockpiled on the mine site and now I am pleased to say 
that our routine business is to produce concentrate, bag it the next day and then deliver it 
across the Chinese border the day after that, so significantly shortened our cash 
liberation cycle. 

I am an operations person so I will not bore everyone for very long, but I will talk about 
maintenance very briefly.  We shouldn’t underestimate the challenges with operating in 
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what is a very remote part of the world.  The South Gobi region is very remote, we have 
very harsh environmental conditions, harsh winters say in particular, and also we have 
got poor support from our OEMs that are supporting the business. 

So what we have been able to do in the last few years is build very robust maintenance 
systems and processes, supply chains with our OEMs, and we have now been able to 
demonstrate that we can effectively operate large scale assets, a complex asset base, in 
a remote part of the world very efficiently and cost effectively. 

If I talk very briefly now on an example, which is the haul truck efficiency, the effective 
utilisation, where we are best in Rio Tinto for utilisation of our mining fleet, and we are 
now starting to see productivity levels, the performance levels, exceeding 70 per cent.  
That contrasts from other parts of the business.   

I think it is true to say that we have comparatively low labour costs in Mongolia, so we 
ensure at all times that we are not constrained by labour availability in operating our 
mining fleet. 

But there has also been a significant amount of success with the way we maintain our 
assets, and we have been able to maintain very high mechanical availability for our haul 
truck fleet despite the challenges of operating in very remotes conditions, and there has 
been a huge amount of productivity-related projects to be able to deliver what is 
best-in-class for Rio Tinto mining performance. 

What you can see here is OT’s current position on the copper cost curve and I think it’s 
reflective of the efforts in the business over the last few years to drive significant cost 
reduction, which I will talk about again very shortly.  But it also is reflective of the 
significant gold credits that we are seeing in the business, or did see in the business, in 
the first half of 2016, and I’ll talk quite a lot about the orebody and the Open Pit orebody 
in further slides. 

So I will spend a few minutes on this slide.  If we start to look at the location and the 
geography of the Open Pit, this is the main pit, Phase 1 and what became Phase 2, and 
this is the core of the Open Pit orebody where the very high gold grades are.  What you 
will see very well tomorrow is that we have almost fully exhausted the ore supply from 
that pit. 

We also have a secondary pit which is also high in copper grade and reasonable gold 
grades, and that pit also will be fully exhausted later this year and through early next year 
through some scavenging operations. 

We have got a number of dumps, low grade stockpiles, a medium grade stockpile, a very 
large tailing dam, waste dumps in the south, and I want to point out the future of mining 
over the next few years from the Open Pit.  So with depletion of the high-grade core, our 
focus through 2017 and 2018 is another orebody in north that has been developed and 
we have been feeding that into the mill since June of 2016. 

It has got good copper grades but it has metallurgical challenges, so lower metallurgical 
recoveries for that copper, and also almost no gold in that orebody.  The other feed 
through the next 12-18 months will be from this medium grade stockpile, which is lower 
grade material that had come off the top of the Phase 3 and Phase 2 orebodies. 

We have seen very strong gold production through the last few years, we will see a 
significant reduction in gold production particularly through 2017, and then we will start to 
see gold production increase again substantially in the latter half of 2018 and 2019 as this 
waste development accesses the gold core again. 

So we will see some challenges particularly in the next 18 months and quite a different 
gold profile through that period to what we have seen over the last few years. 

This area here, Phase 4 and then Phase 5, as I am sure you can appreciate, is a 
significant focus for the business currently, to ensure that we can sink in this Open Pit 
and get back into the high-grade material again in the orebody as soon as possible. 
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So if you look at what we are doing now, we are very much focused on increasing the 
performance of our waste cut here to try and access the gold material earlier and bring 
some of that material forward as best as we possibly can. 

I will talk briefly now about the tailings facility.  As you are all aware, tailings are facilities 
that have received a lot of press recently with some of the significant issues that we have 
seen with tailings facilities around the world. 

We have demonstrated now for several years our ability to construct a very low-risk 
tailings facility and also very successfully, as you can see here, through the beaching 
process have been able to reclaim significant water from the tailings design which is 
supported as being at leading practice, of best practice, in the copper industry for water 
reclamation rates and recycling rates, which I am sure you can all appreciate is particular 
important in the South Gobi region in Mongolia. 

I will talk now for a few minutes on the work that we focused on to transform our business 
from a productivity respect and from a cost respect. 

We have had a multi-year programme now of delivering substantial additional value 
through a range of initiatives, one I have mentioned relating to driving down our net 
working capital, and so that’s provided a significant increase in value for the business and 
lowered our cost profile.  

There has been a large range of initiatives around cost reduction.  I am sure you can all 
appreciate that Mongolia has a number of advantages, one is the proximity to China and 
the ability for us to access the Chinese market place, but also increasingly developing 
successful businesses in Mongolia with lower cost profiles from what other Rio Tinto 
businesses would see with engaging with Western suppliers, for example. 

So I will give an example, our 930E haul trucks.  Now all of the major components for 
those haul trucks are rebuilt here in Mongolia at a significantly lower cost than if we were 
transporting those components to the US, Canada or Australia to a traditional pathway for 
rebuilding major components on mining fleet.   

We have been able to achieve significant cost reduction in the business through a range 
of initiatives over the last few years and the focus on cost reduction continues.  But at the 
same time there has been a very strong focus on productivity improvement and I have 
already commented, as did Armando, on the significant improvement in productivity from 
our mobile and fixed plant assets. 

To give an example, a 10 million tonne improvement that we’d seen from 2014 to 2016 
from the mill has delivered us a conservative value improvement of about $130 million 
through revenue enhancement, through the ability to process more ore through the 
concentrator. 

So there’s a lot of different colours on this slide here representing re-occurring cost 
reductions, productivity improvements, one-offs, networking capital reductions and so 
forth.  

But in aggregate terms at a higher level what we have been able to do is reduce our cost 
base by about $300 million, improve or enhance our revenue on a conservative basis by 
about $130 million through the productivity improvements, and the additional $90 million 
has been driven through one-off improvements in particularly networking capital but also 
in other capital efficiency programmes and deferrals and avoidance of capital 
expenditure. 

This slide in more granular detail talks through the journey with mining and with 
processing.  One point of clarification I should make so there is no confusion, from an 
operating business respect we talk about total material moved which is material that is 
extracted from the Open Pit as well as material that is re-handled and, as I discussed on 
a previous slide, there’s a significant amount of re-handled medium grade stockpile 
material that will be fed into the mill and some of it has been fed into the mill already. 
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From a TRQ respect when you look at the technical report, TRQ talk about total material 
mined, which is effectively ex-pit movement, so if you are seeing any differences there 
that’s what the differences are, it is amount of re-handled material which is obviously a 
reasonable component of the work that occurs on the mine site and hence it’s important 
we capture that as part of our unit costs and also total material movement calculations. 

So you can see the significant improvement here, the journey with, as I said, productivity 
improvement in the mining operation.  There is no new mining equipment to underpin that 
improvement; again here, a significant journey with improvements in mill performance as 
well. 

From a unit cost respect, we have seen an improvement over the last few years from 
about $2 per tonne total material movement unit cost basis to sub-$50 performance now, 
and from a mill door respect we started out at a unit cost base of around $10 per tonne at 
mill door and we are now around the $7 performance level. 

So I think I’ve referred to it and referred to it at length, but I might close again in summary 
by highlighting the fact there has been significant performance improvement in the 
operating business.  We have very clearly I believe now after several years demonstrated 
our capability to operate a complex asset base, a large asset base, in a remote area of 
the world.  

We have been able to build operating and maintenance systems and processes and not 
only operate our business efficiently but also, as you have seen, continue to identify more 
opportunities to drive cost improvement and productivity improvement in our business, 
which is certainly something that we continuing to commit significant effort and energy on 
driving as we move the business forward. 

We have got I think it is about a 20-minute break now and then we will come back and 
Marco will start talking in more detail about the underground project.  Thank you. 

MARCO PIRES: 

 

Good afternoon.  My name is Marco Pires and I’m the Chief Development Officer for the 
underground project.  I have been in the mining industry for 32 years in different 
commodities. 

I started with gold many years’ ago with Anglo-American in Brazil for six years.  I spent 20 
years with Vale, different commodities, and ended up in Canada with the acquisition of 
Inco and spent four years in Canada managing capital projects for Inco.  Then I moved to 
Australia for family reasons and I spent 4½ years working for BHP in a completely 
different business, the coal business in central Queensland, BMA.  

I have been managing projects and operations all over the place, I mean in Brazil, 
Canada, Indonesia, New Caledonia, Australia and now here in Mongolia.  I came in early 
May when the Board approved the project.  I joined Rio Tinto early in 2016 and I am 
really proud to have my name in some way associated with this project.  It is a massive 
project.  It is a truly Tier 1 asset. 

This a short video that will explain a little bit what the caving process for the ones here 
who are not familiar with the caving.  So it came one slide before it was scheduled to, but 
anyway let’s go through because it is just a sort of warm-up I would say. 

(The video was then shown) 

This short video was produced for the local Mongolian people without knowledge about 
projects, about underground caving, so the information is not quite precise.  We are going 
to have block caving by panel so not just a big chunk of material caving, but it is just what 
it is, but the idea is to show the methodology to get the ore and the cost that this 
methodology requires, low cost. 
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The first drawbell is expected to be in production mid-2020 when we are going to start the 
caving process, and I will explain later on how does it fit with the overall schedule and 
what kind of transition in terms of management you are going to have at that point in time 
to ensure focus and accountability.   

That’s the average production in copper and concentrate 2025 to 2030 and the project 
will be in the first quartile of the industry according to our estimate. 

This is the position of the cost we are going to have.  This is the average number 
between 2025 and 2030, and that’s the curve of the industry projected by 2025. 

Well, a Tier 1 asset is basically not just great; as you know, it is not just size, you need to 
have low intrinsic costs like logistics, labour, access to water, access to reasonable 
power in terms of cost, and in our case we have a 40 million tonne per annum 
concentrator up and running efficiently.  So it’s a combination of brownfield/greenfield 
type of expansion.  Of course, we understand the challenge of underground but we have 
an efficient operation above ground. 

The block caving will bring us the mining component in terms of cost and will bring us a 
better grade, copper grade, and the gold grade as well.  But of course there is a huge 
investment upfront to get to the point that you are going to have full production that will 
reached by 2027, 95,000 tonnes per day.  It is a massive underground operation. 

The video was supposed to come in at this slide here.  But anyway, this is some 
elements of design for the mine that will give you a little bit more detail and we try to point 
out here the infrastructure and the size of the orebody.   

Let’s start with the size of the orebody.  We will talk about 2 kilometres in length and 280 
metres wide.  It’s a massive orebody.  That is perfect in terms of size for caving and it is 
perfect in terms of rock strength as well. 

In backfill we are going to see some infrastructure here, Shaft 1, when we start the 
development and we have this shaft up and running with a temporary conveyor system 
and crushing system underground for the initial phase of the project.   

We are going to go through steps and provide additional infrastructure, removing 
constraints, increasing capacity of the crushing systems, increasing ventilation, removing 
all the constraints until the point where you have full operation in place down the track. 

We have Shaft 5 here for ventilation, that we have to start thinking about now.  We have 
Shaft 2 and that will be production and ventilation.  And you have Shaft 4 here for the 
future in terms of it comes later in the schedule, and I will show the schedule later on, and 
Shaft 3 is around here as well for ventilation.  You can see all the infrastructure is far from 
the edge of the cave to preserve the infrastructure in terms of uncontrolled stress. 

But an important component of our design is the decline to surface that is able to handle 
all the material that we will produce underground, so for the 95 nameplate capacity of the 
underground mine this conveyor to surface is a huge asset in terms of flexibility that will 
give us 130,000 tonnes per day capacity.   

We can get all the material through the conveyor, not jeopardising the underground 
caving process, not being a constraint, so that’s a very interesting freedom we have in 
terms of not putting pressure on the underground operation. 

On top of that capacity we have the Shaft 2 with 32,000 tonnes per day as well, hoisting 
capacity.  This is the Plan View, and this is the decline.  You have to give a decline just to 
give a scale of this map here.  This leg here has 2 kilometres or 2 point something 
kilometres, then you turn down, keep plunging, keep diving until you go to this level here 
in this isometric view - you are supposed to get a 3D view here – and at that level we are 
going to be 1300 metres below surface.  So it’s a massive decline that we start digging 
now to have access to the underground for material, for maintenance and for the 
conveyor. 
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The design is robust and we are capturing a lot of learnings from the industry in terms of 
design, spacing of the drawbells in terms of the shape of the profile here, for the undercut 
in terms of steel lining ore-passes.  We are going to have a ring of haulage trucks, 
160,000 tonne trucks, working underground in a loop when we have full production 
dumping the ore in those bins that will go through the crushing system.  There are two big 
crushing systems underground, and I will give a little bit more detail about that, and we 
will handle the material by the conveyor up to the surface. 

I want to show the overall schedule but I would like to explore some elements here of 
accountabilities, some elements here I would say of handover, design and flexibility for 
the mine.  We start with this underground crusher here, number 1.  This underground 
crusher has capacity for 5,000 tonnes per hour.  It’s a massive gyratory crusher. 

Some operators in the industry face a problem starting caving at the same time that they 
were commissioning things like infrastructure underground and material handling.  So 
when you have two things happening in parallel, one thing on top of each other, we have 
just getting more constraints, less degree of freedom.  At that point at the end of 2019 this 
system will be ready to operate.  When we start the first drawbell in late 2020 that area 
for material handling that will feed the Shaft 2 will be available and ready to run in full 
capacity without commissioning issues. 

We have some handover points here in terms of accountability because you can see in 
the industry as well some challenges when we have operational guys managing projects 
or project guys trying to manage operations, because we need to understand that this 
scope is basically two types of scopes, purely stuff underground and running 
underground development, that is basically mining operation. 

So the green bars on the slide represent the $5.3 billion project, all the infrastructure that 
we will be delivering in full by the mid of 2022.  But from this point on it is sustaining 
capital, that is the call because we have the production coming from underground, and 
$2.8 billion in sustaining capital from mid-2020 until the end of 2026 to provide all the 
infrastructure underground, 200 kilometres of underground access, all those numbers 
that I presented in the previous slide, that will provide the infrastructure, and from 2033 
will be just operations drawing from the drawbells, and no additional development until 
the end of the mine. 

2019, that will be a handover year, because at that point you are going to finish the 
underground access wing.  When we finish that specific piece of infrastructure we are 
going to start having those guys operating under – there is a GM for the underground 
development and there is a GM for all the construction underground – both reporting to 
the project director, that reports to me. 

But at that point in time, 2019, with the operation the GM for the underground 
development is no longer part of the project.  He will be having a different focus and here 
he will take control of Shaft 2.  He will take control of this system here and they will 
operate underground independently almost, no interfaces. 

The focus from one team will be to keep going, progressing with the underground 
development, to be ready to draw from the first drawbell in late 2020, and the 
construction guys delivering the rest of the project in terms of infrastructure.  So it’s about 
accountability, it is about focus, it’s about having people knowing exactly what they are 
supposed to do, and it is specific and clear cut handover points. 

A little bit more detail about the key components underground with some information 
about size, about dimensions of shafts and how deep they are, and I do want to stress 
here the fact that we have already completed 15 kilometres and we have already sunk 
2.7 kilometres of shaft. 

It is an available source of information for geotech, for ground support, for design, for all 
those elements of design that we incorporate in our planning, in our productivity numbers, 
how fast we can go underground, the type of support we need, and all this measurement 
of those elements of engineering that you need to have a robust design. 
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We still have a long way to go in terms of underground development to produce the 
infrastructure being able to start the drawbell in 2020.  But it’s a good start, and the fact 
that we have the infrastructure, as I mentioned, the conveyor to surface gives us a lot of 
flexibility in terms of operation and maintenance.  We are going to have two big crushers 
underground with huge capacity to handle all the material and the size and all those 
elements of design. 

Okay, so when we start getting ore from underground, what happens?  You need to do 
additional work in the concentrator.  That is here on this slide.  You deliver in 2022, it is 
not work for tomorrow but we have already started in terms of improving the design.  
What we need to do in this plant basically, we are going to gather material with higher 
grade but the throughput will be the same in terms of material going through the grinding 
sequence. 

The capacity will be 40 million tonnes per year in the sag mill, ball mill, floatation and 
downstream.  But what we need to do because the ore from underground you have better 
grade, you need to produce more concentrate.  Then we need an additional line of 
flotation, then we need additional filtering capacity, then we need additional bagging 
capacity.  But starting with the sag, why do we need a 5th ball mill?  Because the ore 
from underground is less competent than the ore from the Open Pit in terms of impact.   

So in a double sequence like that you have sag mill and ball mill, the first mill is to break 
and the second mill is to grind basically or roughly, if there are any metallurgists here.  
But the point is that the sag mill used to be the bottleneck.  When you go to material that 
is less competent from underground it’s less competent so the sag mill is not an issue but 
the material is likely more resistant to abrasion and that’s why you need the 5th ball mill.   

Okay, we are going to fit all those installations underneath the same roof, except the ball 
mill.  That needs a small extension in the building and more to accommodate the extra 
ball mill.  So we are going to put all that equipment under the same roof and in a way that 
all the timings will be considered to impact the operation, to have full impact on the 
operation. 

The capex we are talking about here is direct cost of $145 million and we expect to 
complete in 2022.  That is what we are going to do.  But it is important to say the 
concentrate from underground will be cleaner, low impurity and a more 
chalcopyrite/bornite concentrate and consequently higher copper grade in the 
concentrate.  But it is a clean concentrate. 

This is the approved profile for the capital on this slide.  The green, as I said, representing 
those bars in the schedule, $5.3 billion in capital, and the sustaining capital overlaps here 
in 2020 but going up to 2027.  The pie chart here represents the distribution, the split for 
those elements here but only for the $5.3 billion component. 

In the next two slides I will give you a sort of flavour of where we are now in terms of 
progress.  In a traditional project normally you start with heavy engineering upfront to 
feed or to provide input for all the long lead items, earthworks and then civil.  There is a 
normal sequence in a project.  All projects are slightly different because of the 
underground component.  We could start almost straight the underground development, 
that’s the mining version of our capex.  So those are the contracts that we have in place 
now and those contracts represent close to $1 billion in value. 

Starting with the Thiess Khishig, the Boxcut, I will give a little bit more detail about the 
Boxcut.  It’s a partnership with the local company; and it is Thiess coming with their 
know-how. They know how to do some things at present and I think they have learned 
something there.  But it is a good partnership because they are here with a local 
company that provides the equipment, they provide the labour and Thiess will provide the 
supervision and the know-how.   

So it is good combination and that’s the way we are helping in some way the local 
economy to up-skill companies like Khishig Arvin – that is a local company with tradition 
in the country but not with underground experience.   
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Just to give an example, they are using articulated trucks to do the Boxcut using drivers, 
Mongolian drivers, that don’t have experience in articulated trucks.  But when we stop 
punching the wall and start going with the decline in the underground it is critical for those 
drivers to have experience driving articulated trucks.  So we are going to have a few ex-
pats running the show for the decline and local employees with the local costs.  It is just 
to give an example of partnerships, and it is part of our life in which we operate. 

I think Munkhsukh talked possibly about the UDP.  We have clear targets and obligations 
for the local content, the national content, in terms of employment and in terms of impact 
on the local economy.   

That is the split for the list of contracts that I am presenting here.  I think it is good to 
define what is national; it is not just the local company’s partnership, like this one which is 
established here in Mongolia.  They have more than 75 per cent Mongolian employees 
and we take that and we call it national content.   

Then in this case DCM is a partnership between Redpath of Canada and a local 
company.  They have been operating here since the previous phase of the project.  So 
we are promoting those partnerships naturally and the learning and the up-skilling of the 
local workforce.  As I said, it’s part of our licence to operate and we are tracking very well 
in terms of engagement of local companies and getting of course the benefit of labour 
and it’s part of our licence to operate, as I said.  That’s the Boxcut. 

This photo represents the progress up to the third week of September, so we are almost 
there.  It means that face is the face that you are going to punch and have a dual decline, 
18 per cent decline, both double tunnels going underground two kilometres, to the left 
2.5, to the left another 2.5 kilometres. 

We have now currently 1700 people or more working the project now.  All the major 
contracts are in place.  Lateral development, that is a creative activity in terms of the 
amount of material you have to move underground, is tracking well as well, confirming 
our productivities that we have in our plan.   

The Boxcut is well advanced, very good progress, very good set-up in terms of 
partnership.  They have all the gear in this country, all the gear for the underground 
development is starting from that point here, that base.   

There will be a ramp here for the conveyor, as I said.  And this ramp will be the ramp to 
access the tunnel for service and maintenance for the conveyor and to bring big pieces of 
material underground.  It is not a mine that will be constrained by shafts, it is mine that we 
have access on the surface, and it is important to highlight that in terms of flexibility, in 
terms of utilisation of the asset. 

So what we can expect for early 2017 is to have 2400 people on board, full steam in the 
decline, as I said, punching that wall in January, the conveyor to surface package.  It is a 
huge package, it’s on the market now and we are going to select a company that will 
provide that conveyor system from underneath/below up to the surface.  It is massive 
conveyor. 

We have a big patching on the strip now, and that is to provide cement for the 
underground.  As you know, we have shotcrete for all underground development, 
everything, and that’s the minimum requirement.   

That’s where we are now in terms of progress.  You are going to see more details in the 
visit.  Thank you for your attention and I will handover and back to you Steve. 

 

STEVE McINTOSH: 

 

Thank you very much, Marco, for those updates. 
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I just wanted to give a little bit more context just in terms of some of the background 
information with respect to the block cave.  Marco has mentioned quite a number of times 
on the way through that we see the conditions for caving as being very favourable at OT 
Hugo North. 

Both the size and shape is positive as is the especially dry conditions underground.  I 
think somehow we have managed to get probably the only couple of photos of equipment 
standing in water in that short video because, as you will see, there is actually very little 
water underground.   

I just wanted to also make it clear that we have internal underground experts who have 
been all over the design of the Hugo North operation.  These reside both in the Copper 
group as well as in the group that I lead in the Growth & innovation team.  They have 
extensive block cave experience both in design as well as operation.  So clearly Rio Tinto 
has operated a number of block caves and we have people that also have expertise from 
other companies, other block caves in the industry. 

We have also used a broad range of external experts to check and validate our 
assumptions and we are building a Centre of Excellence in Brisbane to support the 
underground block cave in future design going forward, and that centre of expertise will 
obviously also be assessable for other underground projects that Rio Tinto may choose 
to pursue in the future. 

Caving lessons from other developments: clearly there have been plenty of lessons to 
learn with respect to how you really optimise these underground block caves.  We have 
gone through our own lessons learned as well as up and down the industry to see what is 
everybody else learned on the way through.  These, both in terms of design and 
operation of the cave as well as also learnings about that operational readiness in the 
integration of a project team, the construction teams, back integrating into operations, we 
have factored all of those in. 

We have gone and reviewed as many cases, as I said, as we could.  The key findings are 
shown here on this slide.  These insights have absolutely informed our design as well as 
our plans for actually mining as we move forward. 

Clearly out of all of that we can generate a series of risks of which there are quite a 
number, so one of the key reasons for the Growth & Innovation team actually taking on 
both the operation of the above ground Open Pit operation and the project is to ensure 
that we have end to end accountability and we deliver a fully integrated Open Pit and 
underground operation. 

So both as Steven has said and Marco, we are going to take the material generated from 
the underground mine and put that into our existing concentrator.  We will also obviously 
still have a stream of material that comes from the ongoing Open pit operation, so we 
need all of our systems, all of process, all of people fully integrated to make sure that will 
happen as it should. 

We are clear on execution risks, and again as Marco has said we have a lot of 
experience in the team, projects that have worked well, projects that haven’t worked so 
well, so we have got all of the mitigations in place we believe to be able to do this 
seamlessly and as efficiently as we possibly can. 

And then when we look at that production profile, we assume going forward that we will 
start to see first material coming out of the underground 2019, ramping up, as Marco 
said, with the drawbell in 2020, and then a steady increase in production through to 2027 
when the underground mine essentially is complete and we are at maximum extraction 
rate. 

What you can see from the graph on the left is that we still have a contribution going 
forward from the underground so obviously we need to bring those two together, make 
sure that we understand how to treat that material and how to optimise that through our 
above ground infrastructure. 
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As both Steven and Marco had noted, we will run the concentrator at maximum capacity 
but with the much higher grades coming out of the underground.  Access from Hugo 
North means we will actually deliver approximately three times more concentrate in 
volume terms. 

Clearly we are getting an awful lot more ‘bang for our buck’ through the existing above 
ground infrastructure, the concentrator that we already have running very efficiently and 
effectively at this time. 

So then when we look to the future, clearly we’re faced with a reserve and a resources 
base the size and scale of the one that we have, there are lots of options sitting ahead of 
us.  I just want to reiterate that the absolute number one priority for this team to deliver is 
the Hugo North Lift 1 project on time and on budget. 

We will maximise the value of the existing operation, mine and plant and other 
infrastructure and, as we seen, the scale of the orebodies that we have at Oyu Tolgoi 
support furthers options, but I just want to reiterate right here, right now, the priority 
absolutely is to deliver the project that sits ahead of us. 

In summary, we have a great opportunity here; we have an absolute Tier one orebody; 
we also have a great workforce that have delivered one of the best safety track records 
across Rio Tinto; Oyu Tolgoi has already established a very strong and proud culture 
which you will see evidenced over the next two days 

This has delivered the operational excellence Steven spoke of earlier.  We are now 
building one of the most modern and sophisticated underground mines in the world.  All 
of these things brought together delivers a very compelling business case for all of us.  
Thank you very much. 

 

(End of speakers’ presentations) 
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