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Good morning and welcome to the second of two Rio Tinto ESG Roundtables. It’s good to 

see such a large turnout today, and I hope that we will have a very interesting discussion. 

 

This is the first investor meeting of this kind that Rio has had for a number of years, and 

actually the very first where we will have both executive and non-executive directors 

presenting.  

 

We want to update you on our ESG strategy and priorities. But equally, we want to hear from 

you about the issues that concern you, and any emerging trends that you see in the ESG 

space that you think we should be focusing on. 

 
Obviously ESG is a huge subject, so we are necessarily being quite selective in the topics 

we cover today. It is also very much a work-in-progress. This is a rapidly evolving field and 

we are constantly updating and re-evaluating how best to respond to the opportunities and 

the challenges that we see. 

 

So the plan is that I will give an overview of our approach to ESG. J-S will then talk about 

how ESG considerations are integrated into our strategy and how we execute the strategy 

on the ground, at our operations. The three Committee chairs will then talk about some of 

the key issues in the past and coming year for their Committees. And finally we’ll move to 

Q&A. 
 
But first, I think it is worth stepping back and asking: Why is ESG so important to Rio Tinto? 

 

All companies exist at the will of society. But mining companies, more than most, are 

dependent upon maintaining the goodwill of their local communities and the governments of 

their host countries. And that’s because mining is the classic example of the ‘obsolescing 

bargain’. Typically mining projects involve large upfront capital costs with long pay-back 

periods. And of course, unlike manufacturing or tech companies, you cannot relocate a 

mine. So once the capital is sunk, your bargaining position is weakened. 

 

Because of long lead times and high capex, and because uncertainty increases over time, 

really big mining projects are pretty much at the limit of what the private sector can finance 

alone, without overt government support. 

 

Like other capital intensive, relatively low return sectors, with long payback periods – such 
as infrastructure – the mining industry depends upon being granted a long term franchise, to 
offset the very significant upfront costs and risks. 
 
In major mining projects, there is either an implicit or an explicit understanding that the 
government will not radically change the rules of the game, for an extended period of time, 

once the capital is sunk. 
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Mining also has a profound impact on wider society, both positive and negative. It provides 

raw materials that are essential for human progress. Jobs. And taxes. And it can be a 

catalyst for economic development in remote regions.  

 

But it also has negative environmental and social impacts. At a local level, these include land 

disturbance (which may impact biodiversity); noise; dust; air and water emissions. At a 

regional level, significant water consumption (sometimes in water deficit areas). And at a 

global level, climate change.  

 

Mining also has a major impact on local communities, particularly in remote areas, where it 

may be the first contact that community members have with industrialised society. 

 

As a result, long before it became fashionable to talk about s172 of the Companies Act in the 

UK or the Corporate Governance Principles here in Australia, the mining industry was at the 

forefront of ESG developments (for better or for worse), because managing stakeholder 

relations effectively is fundamental to and in the best interests of the business. 

 

Rio Tinto has a very clear purpose: As pioneers in metals and mining, we produce materials 

essential to human progress. But have also been pioneers in ESG. 

 

In the 1980s, Rio pioneered land agreements with indigenous people in Australia. 

 

In the late 1990s, Rio championed the Mining, Metals and Sustainable Development 

initiative, which gave rise to the ICMM.  

 

In the 2000s, we were one of the first major corporates to put out a policy statement on 

climate change and to use carbon pricing in our capital allocation decisions.  And we led the 

industry with our Tax Transparency Report. 

 

More recently, we have done some industry-leading work on building local supply chains. 

 
Although it may seem like ancient history, I do just want to focus for a moment on the 

Mining, Metals and Sustainable Development initiative, because of what it tells us about 

driving change in the mining industry. 

 

MMSD came about following a conversation between Bob Wilson, the CEO of Rio, and 

Hugh Morgan, the CEO of Western Mining.  

 

In Australia, in the 1990s, NGOs and the mining industry had more-or-less fought each to a 

standstill over land access. So Hugh Morgan suggested to Bob Wilson that the industry 

should come together and pay for a big TV advertising campaign, to explain the social 

contribution that mining made to the Australian economy. 

 

Bob Wilson agreed that the industry needed to work together. But what developed was a 

process of engagement, involving the industry, government, civil society and local 
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communities; an attempt to map out differences and to find common ground.   

Over a weekend, a small team at Rio drew up a plan which evolved into the MMSD and  

eventually the ICMM.  

 

The reason I raise this is because of what this says about the Rio culture. Because Rio has 

always thought that actions speak louder than words. And that we should be judged by what 

we do; rather than what we say. 

 

However, times have changed. And it is increasingly obvious that investors, members of civil 

society organisations, and ordinary citizens are making judgments about Rio Tinto without 

ever having any direct contact with the company. 

 

There are thousands of sources of information available to you, as you rate and rank our 

ESG performance, many of them (I have to say), unreliable. 
 
So it is obvious that we need to overcome our cultural reticence and get much better at 

communicating, both our successes and, importantly, the challenges that we face. 

 

So what you should expect to hear today is not so much a change of direction, as a change 

of tone, with a renewed emphasis on improving disclosure and stepping up our engagement 

activities. 

 

And to be absolutely clear: We still believe that actions speak louder than words. This is not 

about spin. This is about being clearer about our priorities and the central role of ESG in our 

business strategy and business model. 

 

So let me give you a few tangible examples of the new approach. Over the last six months 

we’ve: 

 

o Taken a decision to publish our annual assessment of compliance with the 

Voluntary Principles on Security and Human Rights 

o Adopted a new Contract and Tax Transparency Policy, which we will launch when 

we host a meeting of the Extractive Industries Transparency Initiative at our offices 

next month. 

o Following a request at a Civil Society Roundtable that I hosted here in Australia 

earlier this year, we’ve published a global statement recognizing the importance of 

maintaining an open and vibrant space for civil society. 

o Following discussions with shareholders, we’ve published a report on our 

membership of industry associations, setting out where their policy positions on 

climate change differ from ours.  

o We will shortly be publishing our first report under the TCFD initiative. 

o We’ve developed a new policy on Inclusion and Diversity, jointly owned by the 

board and the executive. 

o And as part of stepping up our engagement with our workforce, we will be holding 

our first Employee AGM, in Brisbane, this week. 

 

We have also taken steps to ensure that ESG considerations are fully integrated into all of 

our operational and strategic decisions. 
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Over the past six months, in consultation with my colleagues on the board, we have 

developed a new rolling agenda for the board with a greater focus on strategy (including  

ESG); risk management; and stakeholder engagement.  

 

Importantly, we have also recognised that no board can possess all the skills necessary to 

assess the risks that we face. So we need to become ‘conveners of expertise’; bringing in 

specialists to make sure that we are thinking about the right things, at the right time. 

 

I hope that the centrality of ESG issues to many of our board discussions is already evident, 

as we continue to reshape our portfolio for the transition to a low carbon economy. 

 

Over the past couple of years there has been a flurry of activity in corporate governance 

regulation in both Australia and the UK, so I would like to provide a quick overview of our 

purpose and values, before J-S gives some specific examples of how we bring our values to 

life. 

 

I’ve already talked about our purpose: We provide materials essential to human progress. 

And it is implicit from that purpose that our activities should support human progress.  

 

Many of the global mega trends that we see today do indeed support demand for our 

products – for example, urbanisation and the growth of the middle class. But others clearly 

pose a major threat. In relation to climate change, for example, we are determined to be part 

of the solution, not part of the problem. And I will talk about that shortly. 

 

We have five core values: safety; teamwork; excellence; integrity; and respect. Bringing 

those values to life is a daily task. J-S will talk about the hard work that is essential if ‘values’ 

are to be more than just aspirational statements in the Annual Report. 

 

Integrity is one of our core values, and when I joined the Rio Tinto board four years ago, my 

perception was that its reputation for integrity was undoubted. That reputation has clearly 

been dented by the ongoing investigations into the impairment of our coal investment in 

Mozambique. And payments made to a consultant in relation to the Simandou project in 

Guinea.  

 

So far as Mozambique is concerned, we have now reached a settlement with the FCA in the 

UK. They believe that we should have impaired the asset six months earlier than we did, but 

importantly, they found no evidence of fraud or of systemic failure.  

 

The US authorities are taking a very different line, alleging that a former CEO and CFO of 

Rio deliberately and fraudulently misled our auditors and the board. We deny these 

allegations and the matter is currently proceeding to court. 

 

In relation to Guinea, after commissioning an independent investigation into payments made 

to a consultant advising Rio on its negotiations with the Government, the board took the 

decision to self-report to the authorities in the UK, the US and Australia.  
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We also took the decision, with regret, to dismiss two senior managers who, by failing to 

uphold the standards expected of them under our global Code of Conduct, exposed Rio 

Tinto to an unacceptable level of risk. 

 

We continue to cooperate fully with the relevant authorities, but the conduct and timing of 

these investigations is obviously outside our control. 

 

These events in Mozambique and Guinea took place more than six years ago. And I want to 

emphasise that the board and the senior management team, under J-S’s leadership, are 

absolutely aligned on the need to restore Rio Tinto’s reputation for integrity and strong 

governance.  

 

I am going to change tack now, and talk briefly about climate change. Because perhaps the 

greatest long term threat to Rio Tinto is if business, investors, consumers and especially 

governments, collectively fail to take action on climate change. 

 

In September, we reviewed our strategy, and I am pleased with the progress we have made 

so far. We have a clear understanding of the Scope 1, 2 and 3 emissions from each of our 

operations. Now we’re working on developing abatement curves for each asset. 

 

There are some relatively easy wins. And some major challenges. 

 

But overall our portfolio is in very, very good shape. And that reflects the fact that climate 

change considerations have been integrated into our strategic planning for nearly two 

decades. 

 

We certainly paid too much for Alcan, but our analysis of the long term value of their water 

rights in Canada was exactly right. 70 percent of our power consumption as a Group already 

comes from renewable sources. That represents a very significant and growing competitive 

advantage. 

 

Likewise, the decision to disinvest from fossil fuels was informed by our view on the 

supply/demand outlook for thermal coal and the opportunity that we saw to sell our coal 

assets for full value and to redeploy the capital into sectors where the outlook is better, in a 

carbon-constrained world.  

 

We do face some intractable problems, including our reliance on coal-fired power in 

Mongolia and in South Africa. 

 

But in both cases, our operations clearly bring huge economic and social benefits, and play 

a major role in poverty alleviation in two relatively poor countries. 

 

Elsewhere, we believe that we will be able to develop a feasible pathway towards GHG 

abatement – obviously over a multi-decade time horizon. 
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We are also well advanced in conducting a qualitative evaluation of the climate change 

resilience of each of our assets and core infrastructure. Quantification will come later – 

focusing first on measures to address the areas of highest risk. Our economics team 

continues to evaluate the supply/demand impact of climate change for each of our products. 

 

We think that we have a great position in aluminium and copper, both of which are essential 

raw materials for a low-carbon world, with applications including electrification and light-

weighting. 

 

J-S will talk about some of the exciting R&D initiatives we have underway to further embed 

our competitive advantage.  

 

In iron ore, our biggest challenge is Scope 3 GHG emissions – which is obviously Scope 1 

for the steel industry. 

 

But again, we are well positioned to be part of the solution, with Rio’s high grade ores 

playing a significant role in reducing GHG and other air emissions in China and elsewhere. 

 

We will be setting out all of these issues in more detail in our TCFD report in the early part of 

next year.  

 

I do not want to leave you with the impression that we have all the answers, because we 

emphatically do not. So before wrapping up, let me highlight just one example of a critical 

ESG issue that is very much work in progress. And that is technological disruption. 

 

Rio is an industry leader in technology, having created an integrated automated system of 

trucks, drills and railways. This trend is only going to accelerate in the coming decades. The 

potential impact on employment is a challenge for society as a whole, but it is particularly 

relevant for mining companies operating in remote locations, where alternative employment 

opportunities are scarce.  

 

We are already working in partnership with the Government of Western Australia to reskill 

our workforce. But both industry and government really need to step up their efforts in this 

area.  

 

And I cannot finish today without talking about our top priority – and that is, of course, safety. 

And despite this, once again, this year we have suffered three fatalities. J-S will talk more 

about safety shortly. 

 

So to summarise: Today’s presentation does not signal a change in direction, but it does, I 

hope, signal a change in tone. 

 

For decades, Rio has been a pioneer in setting high environmental and social standards, 

and engaging with stakeholders. And it has been a pioneer, not just because it is the right 

thing to do, but because failure to do so would undermine our business model.  
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When we invest in a country like Mongolia, for example, we plan to be there for a hundred 

years and we know that our franchise depends upon building durable partnerships with our 

employees, our local suppliers, our local communities and the government. 

 

We do not see ESG or profits as an either/or decision.  

 

Our top priority as a board is the long term success of Rio Tinto. Delivering consistently 

superior shareholders returns also enables us to meet our obligations to our current and past 

employees, our customers, our suppliers, our local communities and our host governments.  

 

And creating shareholder value enables us to invest in high standards of ESG, which in turn 

helps us to defend and extend the valuable mineral rights that we hold around the world. 

 

Increasingly, we also see ESG as a source of differentiation, as society, and particularly 

Millennials, demand higher standards of governance and transparency from the companies 

they work for, and invest in. 

 

So let me hand over to J-S to talk about some specific examples. 

 


