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Greens Creek [70%)

Qit-Fer et Titane Lac Allarg
IGC peilet plant (59%)*

Qitf-Fer et Titane Sored*
Eagle (project}

Yellowsione Luslow

Dacker {50%), Spring Creek
Keannecott LHah Copper

Rawhide {51%6)

Wilmingt

Corumba

Escondida {30%)

Ric Cetorado
Potash {project)

Murowa [78%:)
Rissing (GO}
Palabora (47%) " QIT Madagascar

Minerals {projact)

Richards Bay Minerals (50%) {80%)




Grasberg joint venture {40%}

Weipa

ERA {58%)

Argyte

Blair Athal {71%)

Clermont {project} [50%}

Hail Creek {82%)

Kestrel (80%)

Bayne island (59%)*

Comaleo Alumina Refinery*
Giladstoene power station {42%)
Queensland Alurina (32%)"

Tarong

Damgpier Satt {§5%)

Lake MacLeod {85%)

Three Springs

Bengalia (30%:}
Hunter Valley Operations [76%}
Mt Pleasant [project} [T6%)
Mt Thorley Operations {61%)
Warkworth [42%}

Hismalt® (0%}

Anglesey Aluminium (51%j"

Tiwai Point [T2%}"

Tale de Luzenac

Euraflumina (56%)*
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Deaar Bharehdider
Damand was strong throughout 2005 for
most of the rmetals and minerals we
produce, and supply was generally tight.
As a resull prices of most products were
well above the historical average trend. The
bloyant conditions in our sector, togethar
with Rio Tinto's sirategic positioning and
strong operating performance, resulted in a
second successive year of record profits.
However, these favourable conditions
ate no basis for complacency. Our view of
the world has not changed fundamentally,
The reality is that we are in an inherently
cyclical business - even If sbccessive
cycles have different characteristics. Owr
fong term strategy for portfolic development,
irvastment, capital management and
opetational excellence i3 designaed to oreate
sharehoider value whatever the pravalling
business conditions.

Framutts

Higher prices and increased production
volurmes in 2005 contributed to undertying
sarnings of US$54,955 million, USE2,683
rrillior or 118 per cent above 2004, Net
earnings were US$5,215 rilion compared
with US§3.297 million in 2004,

Cash flow from operations at USE&, 257
rrdllion, including dividends from jointly
controlled entities and associates, was also
a racord, and 85 per cent higher than
2004, Timely disposal of non oore assets
further strengthened our balance sheet
which, in tumn, helps to underpin our
extensive capital investment programme
and gives us the flexibility to pursue
irvastment opportunities whan and where
they arise. In 2005 we saw sighificant
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otler

investments and developments in a nurmbear
of new arsas.

Ir1 the clrrent ervironment of strong
SCONOMIC feturns, we arg aware of the
potantial for our balance shest to becomea
overly strong.

Raflacting our large cash flows, we
ammounced a substantial return of capitad to
shareholders totalling USH4 billion as part of
our capital management programme. This
comprises a USH1.S bilion special dividend
(equivalent to US$1 .10 per sharg), and a
share buy back programme fotalling
US$2.8 Bilion by the end of 2007, This
replaces the USE500 mlion rernaining from
tha 2005 programrme.

The final dividend declared for 2005
Lnder the progressive ordinary dividend
poticy brings total dividends for the year 1o
80 US cents per share, an increase of four
per cend from 2004,

Sustainable development

Mining operates on long time horizons, and
maost of Fio Tinto's mines and processing
plants have oparational lives spanning
decades. A key part of our strategy
thersfore is to make social and
arvirchmental responsibility integral to our
planning and decision making. We always
saek {0 align our interests with those of the
sompnunifies and environmerits where our
operations are bagsed. Fio Tinto regards
corporate social responsibility as a vital
determinant of commercial sLocess.
vestors relate positively (o companies
who have values they can identify with and
Wi rarmaln cormmitted to the principles of
sustainable development.

We see a cleat responsibility to help to
address the challenges posed by climate
change, to manage issues related o
Hiodiversity, and to rmaintain effective
product stewardship across the value
ohain of our products. | believe Rio Tinto
has become a sadar in our industyy in these
areas but we still have somea way to go.

Board cevelopments

i September we wealcomead Sir Rod
Eddington to the boards on his retirement
as chief executive of British Alrways plc.
Rad s an Australian and was educated at
the University of Weastern Australia and
Cxford University where, as a Bhodes
Scholar, he completad a doctorate in
angiresring science. He brings valuable
new skills and expetience to the board.
S Richard Giordano, Leon Davis ahd
Johm Morschel all retired from the boards

after the 2005 annual meatings and Ashton
Catvert and Videnns Cox jolned from

1 Fabruary 2005, | belisve we have a very
strong, well qualified and cohesive board
which provides the right level of support
and challenge to our executive team.

Forward optlook

Baspite several challenges - including high
off prices, structural imbalances, and the
potential for currency fluctuations - we
balieve the gobal economy will continus its
recant positive trend, even ¥ rates of
growth slow somewhat.

We are continuing to experience strong
short tertm demand for our matal and
rineral products. Dermand from China
ramaing particulatly strong but risks remain
of oecaslonal “speed bumps” as the
country’s social and economic structres
adjust to the high rates of growth. Overall,
we expect supphy/demand balances o
rermaln tight in 2006 with prices continuing
1o track above the long erm rend.

At some point the supply position will
becormne maore balanced and we will see a
dowriturs in the cycle. Whils we are
continuing o invest in increased
production to provida long term supply
assurance to our customers, and to
rhaintain ouw market position, we focus on
aconormically robust projects which we
believe can deliver sustained profitabdlity in
varying market conditions.

We are increasingly seeking to leverage
our global reach and scale by delivering
apearational excellence, sharing of best
practice betwesn our businesses, and
adopting comvmon business systerms and
rocesses across the Group. 1 am confident
that the cortinuing efforts of the Group's
talented and committed peopte all over the
workd will ensure we maintain a strong and
cornpetifive compaty, responsive to al
apportunities which we believe can add
value for our shareholders. The board is,
once again, very appraciative of our
errployess’ mgor contribution in 2005,

R

Paul Skirner Chairman




Chief executive’s report

The 2005 results were excellent. The
Friring inaustry s experiencing strong
prices across most of its products, We
ware able 1o capitalise on the upswing with
a strong operating performance that
maximised production, whils at the same
tirme improving our safely record. We
approved a number of major projects and
concluded a number of well executed
transactions. We are also introducing
structural business Improvements in the
Group that are expectad 10 vield long term
banefits and position us for continuing
strong performance whan markets are not
as buoyant.

Farformanos

As China’s industrial output soars and
mors than a bilion people participate In &
transforrnation of thair living standards, the
dermand for the rmetals and minerals we
prodilce has increased rapidly. Besides
China’s large share of world growth,
sconormic conditions were also stronger in
Japan and the US.

The level of demand sent the prices for
copper, rmolybdaralm, iron ore, coking and
tharmal coal, and alumina to histotic peaks in
norinal terms. Only Bme will telt whether the
2005 prices for hese commodities reprasent
cycical highs, For its part, Rio Tinko
concertrated on operational delivery, and wea
achieved record output in many areas.

As a result, all product groups except
Inciustrial Minerals increased their
uhderiying earnings. Higher costs reduced
earnings by US$598 million.

in tha currert environment some cost
ircreases are inavitable. Other costs are, In
fact, degirable and make good business
sense, such as increased exploration and
project evaluation spending.

Cur husiness is oyclcal. The increase in
demand and consumplion with the resultant
rise in prices, provides an incentive for the
industry to invest. This can lead to
oversupply and some product substitution,
which ultimately depresses prices. This
effect produces "spikes” in the chart, above
anct below the average long term price
trend. Rio Tinto aims to operate succassiully
and create valus in &l envionments.

How fong the curvertt sirong price
arvirorsnent remsing depends on how
rapidly the industry is able to respond to
the strong dernand for most products.

The response wilt differ from product to
product,

So far this response has been varisd,
Ir iron ora, maor producaers including

Rio Tinto are responding to dernand
through increased investment. [0 copper,
the response has been impacted by
significant interruptions in supply. 10
aluminium, in spite of strong demand
arowth, a perod of strong investmant in
China has rmeant demand has besan
satisfied for the matal itself, although
alurmina is in short supply and prices have
fisan significantly. Finally, in both coking
and thermal coal, there has bean some
response bt infrastruciure has been a
constraining factorn

Current market conditions may resuit in
a longer pericd of above average prices
thar we have seen belore. in fact Rio Tinto
has modestly increased its long ferm price
forecasts Tor sorme products for planning
and investrmant pumoses.

While the cycle may be longer, there
has been a significant impact on costs,
host mining inputs such as energy,
supnlies, equipment and labour have
pecome more costly and in shorl supply.
Ir energy, we paid 40 per cent more for
fusl and 50 per cent more for nataral gas in
the US. Lead times 1o procure haeavy
mining equipment have risen from six
to 12 rmonths. Heavy mobile equipment
byras are in vary short supply, Thanks to
ol established purchasing networks we
have baen able to secure supplies better
than mmost.,

Some specialist skills are also short and
labour costs in a number of regions have
fisen sigrificantty. The cost of ol and gas is
unilikely 1o return to the prices prevaling
previousty. These factors may represent &
structural increass in costs for our ndustry,
but we constantly look for ways 1o use

enargy more efficiently and Improve
productivity across all our operations.

Ric Tinto has a long track record of
creating value through business
improvemant. A global approach o
procurarment has resulted in savings from
purchases under Group wide contracts,
while the establishrment of Rio Tinto
Shipping to leverage the scale of our bulk
shiprnents has successfully reduced costs.
O the operating side, the concept of
cornbining business units in common
geographic areas such as Rio Tinte Coal
Australia and Pilbara lron has led o cost
effective rationalisation.

We are currently entering the next
phase in the evolution of business
improvernent. Our model of decentralised
businesses with strong local management
acccuntability has been a source of
siiccess. By making the rmost of our globat
seale and reach, we now want 1o ensure
wie maimise the surmn of our parts.

This means leveraging synergies across
all ol businesses through greatar
collaboration and the standardisation of
succassiul operating practices. The use of
irmproved information technalogy is part of
thie process.

We are still ih the sarly stages of this
journey, but we are confident it wilt deliver
considerable vallie, iImoroving performance
togather, as we call oUr programime, will
create value through a combination of
capital afficiency, higher volumes, higher
revendes and improved productivity leading
1o lower costs. This goes fo the core of o
business, which is about first class
operational delivery. We are developing a
reat sense of exciterment about the scale,
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Chiaf exscutive’s report continued

ambition and potential of the changes we
have set in motion.

Shrateuie

We focus on long iife, low cost assets.
Thiese assets will genarate vary slrong
cash flows when markets are buoyant.
Just as importantly, they also deliver good
retums when markets are weaker. Large
world class orebodies give us oplions to
aexpand capacity in ine with dermand, as
we are doing today. Options can also be
created by acquisition, asspecially where
synergies exist.

This was dernmonstrated in our fron Ore
group by the development of Wast Angelas
following the acquisition of North Ltd in
2000, and the 2005 agreerment to form a
oint veniure involving Hope Downs. The
Hope Downg iron ore property in Westarn
Australia s also a good Hlustration of our
atility to evaluate and execute a value
creating transaction guickly.

Although the bulk of our operations are
in Australia, the US and Canada, we have
ivested in many new frontler regions and
will continue to do so. Our exploration
programme is very broad, but whetever we
conduct development, our projects will be
subject o the same rigorous evaluation.
Our approach is fooused and rmeasured -
wee 2re Hisk aware, but not risk averse.

We are investing in Madagascar, we are
avaluating exciting projects in Wast Alica
firon ore} and Argenting {potash by solution
rrining) and we have entered info a
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sighificant joint venture in Russia with
MNotilsk Nickeal. There are advanced
axpdoration projects in progress in Australia
liron ore), India {diamonds), Indonasia
(hickel), Brazil (bauxite}, South Alrica {coad)
and Turkey {copper).

Cur exploration porticlio is currently the
best we have seen. We have a sufle of
projects and prospects with the potential
o ansure we can maintain our growth
profile. They provide a varlety of new
developiment options in all of our main
product sectors over the next five years,
mariy of which could become long life,
duality assets - the hallmark of Fio Tinto.

I 2005 we rvested USE2.5 billion in the
growth of the business and expect to gpend
an additional US$E3 billon in both 2006 and
2007 We are dermonstrating that in these
firmes of buoyant demand Rio Tinto has the
best oppartunities for organic growth in its
history, based on the number and scale of
slrrent and potential projects in our pipeling.

Refiacting strong demand and our
axcellent rescurce position, we are making
significant investrents in iron ore. At the
baginning of 2005 we had investment of
US$1.3 bilion already under way for the
axpransion of groduction and transportation
sapacity in the Pilbara, In April we
committed another US$290 million to
axpanding three minas, followead in Ootobear
by a further US$1.35 billion for additional
port capacity and further mine axpansions.

I Industrial Minerals, in the first half of
ihe year we completed an expansion of the

upgraded fitanium slag plant at it in
Canada. Due to strong demand, we
announced a further expansion to 375,000
tonnes per yvear which will be completed

i 2006.

The rasource relating to our investment
in Madagascar will support a 40 year mine
lifee. Tianium dioxide feedstock resetves are
rrore than 12 milon tonnes, with an
acditional 38 rmillion tonnes of resources. At
an ilmenite grade of 60 per cent, this
reprasents the best undevelopead resource
of this scale and quality. We are investing
LSE7TE rilion of which USES85 milion wil
be for the mine and port in Madagascar
and USE190 milion for upgrading related
processing faciities in Canada. Production
is dua to cormmence in jate 2008.

Elsewhers, the development of a new
rrina at Cotter Hills In Nevada, US was
announced, and the Diavik diamond mine
i Canada closed off a second dike to
parmit mining of additional orebodies. At
yaar end we cormmenced developmant of
an underground mine at Argyle Diamonds
at a cost of US$910 million and further
expenditure to exiend the life of mine at
Fdssing Uranirn in Namibia to 2016,

Aftar taking a leading position in the
financing and development of the Likir
goid mine in Fapua New Guinea in the
1890s, we agreed with Lihir Gold In
Saptember to relinguish odr management
agreament and subseguently sold our
14.5 par cant intarest in November {or
US$295 million,
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The Grodp is perforrming waelt operationally,
maximising the volurmes of product we
deliver into strong markets. These markets
cortinue to look strong well into 2008,

Whikst alert to merger and acquisition
opportunities we are delivering our current
projects and have an excellent array of
organic growth options.

Notwithstanding our record levels of
irvestment and retum of capiial to
shareholders, we are generating cash that
is surplus 1o our needs, enabling us to
manage and maintain a strong balance
shaet and retain our capacity o take
advantage of opportunities as they arise.

i this buoyarnt cliimate we rermain
focused on business improvemneant as a
priotity by implementing a major new
programmea of renewal that wilt create
value for shareholders in the fulure no
matter whatl market conditions we face.

Rio Tinto's success (s a tibdte (o the
dedication and cormmitrment of our
ermployess. | thanik my management team
and emplovees throughout the world for
the hard work they have put in and for their
continued support,

Lo

Leigh Clifford Chief executive
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The yvear was charactersed by fast track
development of simuitanscus projects
across mines, rall and ports. Capacity
increases were achieved in a very tight
market, with rescurces fully stretched and
significant cost escalation pressures.

Devalopment projects were achieved
with less than one per cent of lost time
resuiting from industrial disputes. Large
price increases for iron ore sales were also
achieved, up 71.5 per cent in 2005 and
additional supply is anticipated through a
new icint veniure being progressed for the
development of the Hope Downs deposits
in the tast Pibara.

The Expansion Projects group, formad
in 2003 to manage the combined US$1.6
biflion of expansion projecis across the
Western Australian iron ore operations,
continued 10 increase the capacity of the
business, delivering a number of projects
on budget and ahead of schedule.

Projects to increase the capacity of
Hamaersiay fron's Yandicoogina mine from
24 1o 36 million fonnes and Robe River's
Wast Angelas mine from 20 to 25 million
tonnes were completed ahead of schedule
in the third quarter. Robe also shipped the
50 milionth tonne of West Angslas ore.
The duplication of 100 kilometres in two
sections of the main Filbara ralt ine
progressed, with the southern section
compieted well ahead of schadule in mid-
November. The northern saection is likely to
be completed ahead of schedule and
within budget by the second quarter of
2006 to meet the 150 milion tonnes per
annum main ine raling rate expected in
the coming year.

Work to connect the Hamersley and
Robe power systems resulted in a new
substation at Millstrearn comenissionad in
September to allow up o 40 megawaits o
be transferred betwsen the systems. The
Dampier port upgrade to 116 milion tonnes
was completed, with the first ore from the
new shiploader shipped in September 2005,

Ric Tinto signalled its belief in the
coniinued strength of the wonld iron ore
market by committing US$280 million to
expand Hamersley'’s existing Mount Tom
Price and Marandoo mines and construct
new mine facififies at Nammuldi. Supporiing
these expansion projects was a new Tom
Price residential subdivision started duing
2005. In Octaber, US$EE30 milion
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was comimitted o further expand the
Yandicoogina mine from 36 to 52 million
tonnes making i the largest in the FPibara.
An additional US$B30 milioh was
cornmitted for a further expansion of the
Dampier port, Increasing capacity rom 116
1o 140 million tonnes. At the comglation of
the stage two expansion, Rio Tinto's
Filbara port capacity will approach 200
million onnes by end 2007, Environmental
issUes such as dust and noise are carafully
managed as part of an ongoing community
consultation programme aoross the port
aparations, A humber of envirenmental

Improvements are proceading at the
Darnpier port in parallel with expansion
work. These improvermnents, totalling
USE2S million, and the decormmissioning of
redundant equipment are part of the next
phase of upgrads works at the pott.
Additional rolling stock and associated
infrasiructure costing USE113 milion
was also cormmitted during 2005, taking
Hio Tinto's cormyritiad expansion programime
10 USES bilion at year end. Al of the
capacity expansion progranines are
undarwritten by long term sales conlracts.
Rio Tinte has sought to secure

additional resources through an agreemsnt
1o form a 50:50 joint veniura with Hancocok
Frospeciing Pty Limited for the
devetopment of the Mope Downs 1, 2 and
3 and East Angelas 1, 2 and 3 deposiis,
Detailed feasibility study work was
completed for the project during the vear,
A nurmber of studies are also underway
looking at infrastruciurs o support the
developrment of the MHope Downs mine,
iricluding the expansion of the port at Cape
Lainbert, This work and other studies
looking at mine replacermant options will be
progressed in 2006.
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The largest and lohgest running open pit
draniu mine in the world s to grow
further with the addition of mining
squipment and processing facilities at a
total incremental and sustaining capital
cost of USET12 milion.

Féssing started production in 1976
with an expeacted mine e of 20 years. In
2006 the mine wilk celebrate 30 years of
production, if the extension plans had
proved uneconomic, the mine was to have
closed in 2006, 2006 wilt now mark the
start of pra-siripping waste rock 10 exposs
naw parts of the orebody while mining of
the current orebody s completed. By 2008
there will e il production from the new
fosation.

About half the USH112 milion cost will
be for additional shovels, hadl trucks and
other minng ecuiment. Funds il alse go
on refurbishment of the processing plant to
shable Rossing to relurn o its ful
production capacity of 4,000 tonnes per
year within the next two years. The lfe of
Frine extansion will require Rossing to add
150 ermployeas to its complement of 830.

The go-ahead follows neatly threa
vears of econormic and other studies on
expansion plans and ends a long period of
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energy s

uncertainty. In its early years Rossing
anjoyad prices for its waniln oxide product
of up 1o USS4S per pound. As unspent
urahileys from disarmament programmes
#ooded the market ih the sarly 1980s,
damand for uranium oxida, along with the
price, went into long termn dedline.

The price reached rock bottom in
January 2002 at USS7.90 per pound.
Survival during the 20 year downturm was
doubly difficult as Rdssing was designed
as a low grade, high throughput mine.
Production cuts meant oss of economies
of scake, but the ming hung on into today's
revy erg of higher prices, with draniem
axide trading at the end of 2006 at US$H36
par poand.

Though uranium by voluime and
revenue is a relatively srmalt part of
Fio Tirto's portfolio, Rdssing together with
Enargy Resources of Australia (ERA) make
the Group a major player in an energy
sactor that may grow significandly in
the future.

A new entity, Rio Tinte Uranium, based
in London, was formed in 2005 o combing
the marketing functions of Rassing Uranium
and ERA. it wit undertake a centralised
marketing role for Rio Tinto's two wranium
producers through a network of
representatives in key markets. This wilt give
a single point of contact for customears and
greater efficiencies for ERA and Réssing.

Rio Tinto's view is that there ars social,
asconomic and emdronmental advantages
and disacvaniages associated with all forms
of energy, including renewables, coal, and
rciear, but thess issues can be managed.

Chief executive Energy, Preston Chiaro,

ector player

says Rio Tinto's energy strategy is based
on the fundamertal principle that the world
neads more energy. “Global energy use is
projectad to increasa by two thirds by
2030 and o treble by the end of the
cantary. To mest sockty'’s burgeoning
demand, every possible scurce of energy
neads 1o be expanded.

“The world needs a whole portfolio of
options, incuding fossi, nuclear and
renewables. Our core competencies are
obwicusly coal and uranium but Rie Tinto is
very supportive of expanding renewabie
ahergy sources, whether it's hiydro, wind,
of solar cedls.”

Hio Tinde balisves that emissions of
gresnhouse gases resuiting from human
activities are contributing to climate
change, Today nuctear power offers one of
the rmost cost effective methods of near
carbon dioxide frea slectricity genearation.
Current expansion and growth prospects
for nuckear power are centred in Asia. Of
the 27 units uhder construction worldwide,
16 are located in India, Japan, South
Korea, China and Taiwan. Twenty two of
the last 31 reactors put into service are
also in east and south Asia.

Rdssing, which supplies dranium oxide
o utilities in North America, Europe and
Asla, started seling uranium oxide to China
in 2004, The expansion of thae mine's
production capacity is a vole of confidence
that riuclear power will play an increasing
ol i the enerdgy mix of the futurs.
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Beginning in February 2006,
ihree of Rio Tinto's industri Lzé
MNSrals DUSINesses, Horax
(horates), § @/m wae fale) and
Lampier Sall, are com ini g
|§;c§|;c§gfjeme tand systemns 1o
for a new and maore

efficient organisation called
Ao Tinte Minerals,

Together with Rio Tinto ron & Titanium, the
two form the Industrial Minerals product
group. The Industrial Minerals porifolio is
one of the souwrces of differentiation
betwean Rio Tinto and its diversified mining
sector peers. The businesses add value
not sasily replicated elsewhere in the
mining industry, providing direct exposure
to high growih markets, such as
construction, chemicals, pulp and paper,
automotive and agricuiture.

The decision to take a new approach
arises from the nead o improve retums
from these businesses and take advantage
of new opportunities. Combining the
businesses holds the greatest prebability for
success in achieving major improvemants
In Industrial Minerals's safety record,
competitiveness and opticns for growth.

Chief executive Industrial Minerals
Andrew Mackenzie says the change is a
logical step in Bio Tinto's continucus efforts
to improve performance and develop
common systems and practices. Combining
management rescurces will allow efficiencies
of scale and an integrated approach 1o
developing new product applications and
markets to better serve customers.

"Individually these businesses are quite
small. The chjective is 1o form a business
unit that is capable of operating on a scale
comparable to other Rio Tinto business
units.” The elimination of areas of
dupiication will offer aynergies amounting
to tens of millions of dollars.

Focal points for Rio Tinto Minerals and
the rest of the product group are to
mprove safety, achisve operational
excellence, integrate an approach 1o
serving common markeis 1o build revenues,
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strearnine systams {0 reduce duplication
and capturs new opportunities for growth.

“The time is right for a cohesive
sommetcial strategy in developing
aconomies like China, Eastern Europe,
the Middle East and India where demand
for higher quality raw materials is tising
steadily," said Andrev.

The businesses’ brand names ama
being preserved - 20 Mue Team® borates,
Lurenac tales and Dampier salt. Value
wifl be created through a unified approach
o cormrnon matkats. For example testing
the use of borates in processing wood pulp
has already been supported by Luzenac’s
knowledge of the paper market, The
franster of zine borate sales for fire
retardants from the Borax brand {o
Luzenac has also proved succesaful

Borates, talc and salt have remarkable
quaditios that contributa to making olr way
of e more sustainable. Rio Tinto Borax
suppties 43 per cent of the global demand
for refined borates with 2,500 custormners in
nearly 100 countries. Borates go into glass
products, oven-to-table wars, glass fibre
and ceramics. In agriculture, borates are an
essantial nutrent for plamts and form part
of a healthy dist.

Darmnpiar is the world's largest salt
axporter. Salt is essential to e, and
indispensable to a wide array of chemical
and cther industries. Sodium chioride is
used in health care, in water treatmert (it
refieves strass in aquariums), and as an
ahti-freere. As the main souwrce of chiorine,
salt makes hundreds of products possible,
including attomotive pearts, construction

materials, slectronics, madicings and
sporting goods.

From mines and mills in Europe, Notth
Amarica and Australia, Luzenac supplies a
criarier of the world's tale and is a leader
i the science of this mineral, Talc is
naturally water repellent, soft and inert. It
anhances performance in the manufacture
and use of products that include papet,
paints, plastics, ceramics, personal care
itams, agriculture and pharmaceuticals.

Fio Tinto Minerals wilk maintain its
faundation businesses’ strong focus on
safety and corporate secial responsibility.
The deveiopment of the new operaling
organisation staried in Novernber 2005,
and will be completed by January 2007,




Fiary sparks during an ron tap gt GiT's
Sorei-Tracy plant, Canada.
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Airbus, ook fligh the first
tirnes in 2005, s wings
cortainsc nigh purity
alurniniurn from Bio Tinto
Alurriiniurn (FTAL

The special aluminium alloy used is an
axample of how far aluminium has come
oviet the last century and why i is now
the world's second most important metal
aftar steal.

Faw people realise aluminium s a new
metal historically speaking - only baing
produced in ihdustrial guantities in the last
100 years. And, as iving standards rapidly
increase i developing countries such as
China and Indlia, alurniniur’s unigue
characteristics will see it make an even
gragter contribution to sustainabie sociaties
avar the next century.

The use of alurminium in ransport is
widespread and has helped drive global
dernand. High purity aluminium iz more
refiable from a perforrmances perspective
than many other metals and welt suited o
oritical transport applications, such as the
AZED Arbus, where quality enhances
safety.

Rio Tinto Aluminium’s wholly owned
subsidiary, Comalco, produces some of the
highest purity altminiunm in the world.
Made by New Zealand Aluminium Smelters
(Rio Tinto: 79.4 per cent), the 89.98 per
cent purity aluminium is a highly scught
after product.

As demand for Rio Tinto Aluminium’s
product increases, the business is looking
to batier understand the overall contribution
of alurninilm in a sustainable society, This
means reconciing the enerdy consumad in
the production of aluminim with the net
benetit for the gobal community.

To understand the issue, It g Impottant
o ook at the extraordinarily strong bond
that links an atom of aluminium o an atom
of oxygen. itig a band that can only ba
broken by a considerable amount of energy
in the form of electricity. This helps explain
wihyy allrminiLen was & “late bloomet” in the
indlustrial sense. | had o await the age of
alectricity before the world could expetience
the beriefits of it strangth, lightness and
maistance to corosion.




Alurninien smelting is an energy inlensive
process in a world that is increasingly
concernad about clirmate change and
global warming. A sizeable proportion of
greanhouse gases come from industry and
in particular from electricat power siations
that burn fossil fuels.

Some people refer to aluminium as
“solid electricity” and, despite the fact that
only about ohe per cent of global
gresnhouse gases can be altributed
diractly to the aluminium industry,
alurminilen does have a case to answer,

in 2006 and beyond, RTA will be
working to address energy usage and
armissions on both & short and long term
basis. The Ivnediate response is to drive
onsite energy efficiency and greenhouse

gas ermission reduction programanes,
Thase are being built in to annual planning
oyoles and improvemeant programmes.

HTA wilt focus sirongly on ernission
rediictions across all ks sites covering the
antire production chain form mining through
o refining and smelting. RTA will continue to
invast in research inte the “drained cathods
oel”. This new generation aluminium
smeiting technology has the potential to
reduce electricity Use by ten per cent. In
addition, RTA will be looking at techriological
and publie policy options including:

« Supporting research and development on
near zero emission coal fired electrcity
generation.

* Worldng with stakeholders to identify

other opportunities (o improve BTA's
ernission reduction performance and o
investigate offsets.

Aluminiurm’s abifity to be recycled
repaatadly with no impact on its atiributas,
couplad with anargy savings of around 85
per cent comparad o production, makes
aluminium a sustainable alternative to
many ofher metats. OF the 700 million
tonries of aluminium ever produced, over
500 million tonnes are still In use.

Rather than being "solid electricity”,
aluminium is more an enotmous store of
enargy that is constantly being recycled. in
this sense, aluminlum can be usad to
make a positive contribution to a more
sustainable lfestyle now and in the future.
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Copper hot,
Molytbbdenum hotter

Kennecott Utah Copper’s
Bingham Canyon mine
outside Salt Lake City, US,
has produced more copper
metal than any mine in history
~ about 17 million tonnes.

But along with the main pavicad of copper
come sevaral other minarals, notabily gold,
silver and mobybderium.

Until recaently, molybdenum was
viewed as a useful but unexciting fellow
travedler to the mine's overall output and
performance. Today however, thanks (o
buoyant market conditions and the
expansion of the processing facilities at the
mirie, molybdenun has moved up to
- , bacormne a major earner for Kennacott. In
Above, Kennecatl Utah Capper's Bingham Canyon ming, 2005, the contribution 1o samings from
overinoked by the Couirrh mourdain range, Utah, US. molybdenum exceeded US$HTO0 milion
cornpared with USH30 three vears ago.

Kennecot! generally produces
mokybddenum at & rate of batweer 20
million and 25 milon pounds per year.
Production has been as low as ten milion
pounds bt i 2005 it reached 34 milion
pounds. Molybdenum oxide prices have
been riding high for the past two years,
reaching an all ime high of US$4C a
pound i June 2008, This price explosion
is noteworthy because, apart from a short
termn surge in the mid 19890s, prices over
the last decade were consistently below
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Copper pour at 2180 Fahrenheit
at Kennecott Smelter, Ulah, US.




Abolit molybdenum

USES per pound, and for long periods
were barety half that.

Kennecolt {Rio Tinto: 100 per cent} is
now the fourth largest molybdenurn
producey i the world and has a ten per
cegit share of the North Amarican market
for metallurgical molybdenian, ten per cent
of the market in Europe and four per cent
in Japan.

During the course of 2005, Kennacott
modified the mine's operating plan to
axploit the favourable conditions in the
molybdenum market, Production was
boosted by working an area of the mine
where molybdenurm yislds were higher but
whaere the copper deposits were of a lower
aracs. As a result, less copper was
produced but the higher molybdenum
output mmore than cutweighed this.

A further example of responding
flaxibly to the realities of the markeiplace
can be seen al the nearby Copperton
concentrator plant. In the past,
molybdenum concentrate was put through
& seties of processaes involving meacharnical
fiotation cells and a heat and sifica #otation
mprocedurae. Bore mechanical cells have
now been added and the old heat and
silica procasses eliiminated.

This change, coupled with & new
computerised contrel system, has boostad
the armount of recoverable molybdenum by
up o ten per cent. A second expansion of
the rmolybdenum plant will go on lina in
farch 2006, increasing still further its
production capacity and improving the
quaiity of the molybdanum concentrate.

lronically, it was weak molybdanum
rices in 2002 which spurred the search
for these greater oparating efficiencies but
the subsequent price surge has mades thely
infroduction even more beneficial,

Frices driflad somewhat in the closing
rmenths of 2005 but the current perod of
high prices - only the third significant peak
in the past 25 years - is remarkable
becadse of its prolonged duration. Whils a
higher price regirme i unlikely to be
sustained indefinitely, market factors -
haaitty global demand, a shortage of
rekydanum roasting capacity, and reduced
output of the metal in China - suggest that
a {all o the traditional low price lavels is
imgrebable in the madidm term.
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0 affirmin
confidence in
VST

Costing more than USS1 billion, the Argyle
and Diavik two projects will help ensure
that Rio Tinto's production of diamonds
keaps pace with market dermand over the
next ten to 15 years.

Thies Argyle mine (Hio Tinto: 100 per
centt in Western Australia produces more
diamonds than any other mine in the
workd, Since 1985, when the main ore
body was developed, it has supplied more
than 500 milion carats 1o world markets
and is currently producing about 30 million
carals a year

This prodific source of diamonds is not
inexhaustible. By 2008, open pit oparations
will cease o be economically viable. After a
comprehensive feaaibility study, a decigion
wiaas macle in late 2005 to extend the
mine’s ife by investing USETH0 miflion on
converting to underground mining
operations. As a result, Argyle’s future is
now assurad untd at lsast 2018,

Work is adready under way on
developing the underground operation but
it will take three years to bring it fully on
stream. In the meandime, a further US$150
miflion will ba spant on a new open pit
cutback thatl will help maintain Argyle's
production levels In the transition perjod,
ahd beyond, as the open pit operation is
wound down and the new undenground
mina is ramped up.

Avital factor behind the go ahead was
& reduction in the rovally payable on the
mora costly undarground production and
the waiving of some secondary processing
otfigations by the Government of Wastern
Australia. Revised pricing arrangements
withy Argide’s custormers, most of whom are
in India, will also help ensure the mine's
aconomic health.

The orabody will be mined using the
block cave technigue being employed
with success at some of Rio Tinto's
copper mines. This is a bulk mining
method that does not require ongoing
drilling and blasting. It iwolves
undercuiting the orebody o induce
fracture and collapse of the ore by gravily.
Ore is then collected underground and
sant 10 the processing plant on the
sutface via a hetwork of conveyors,

Onece in fulk production, Argyle’s output
will be about 26 million carats a yeay
compared with its historical average of
abott 34 million carats,
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in Carada'’s Northwest Territories, work
is proceading apace on facilities that
will aliow a new diamond pipe to be
openad up at the Diavik mine (Rio Tinto:
60 per cent).

Tha four diamond bearing pipes at
Diavik lie under the icy waters of Lac da
Gras, which meant a radical mining
solltion had to be found. Rio Tino's
answer was to create an arlificial dike
round the site of the orebodies, which lie
just offshore of a 20 square Klometre
istand, and then pump out the lake water
g0 that apen pit mining can take place on
the dry lake bed.

The original plan for Diavik, which
began operating in 2003, was (o axploit
only fwo of the four pipes, leaving the other
two 1o be developed in turn at some future
date, as and when conditions allowed.

Howaver, thanks to the unexpectedly
high guality and vield of diarmonds frorm the
first two pipes and to buoyant market
conditions and a better than expectad
performance fror the on site ore
processing plant, a decigion was taken in
2004 to advance the development of ona
of the two remaining pipes.

Construction work began in 2005 on a
sacond dike that will alow opean git mining
of the A48 orsbody from 2008, The cost
of this new 1.3 Kilometre dike will be some
US$E180 milion. The walt of the new dike
was closed in October and during the
coursae of 2006 rockfil will be added inside
the dike. A central concrate cut off wall will
be constructed and grouting will make the
dike water tight. Then, in 2007, fish inside
the dike wilt be captured and released
outside the dike, the lake water will be
pumped out and pre-stripping and open
oit Friring wall begin,
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Nesarly 30 par cant of the Ric Tinto Group's
assels are located In Canada, the United
States and Australia, countrias with strong
democracies and clear regulation. This is
not to say the Group has been afraid of
ambarking on operations elsewhere,

Rio Tinto operated in central Africa in the
1650s. Successiul mines have been
developed in South Africa, Namibia and
ramote areas of Indonesia and Brazil

Today, a5 global investrment conditions
rprove and modern axploration technigues
are applisd in new places, destinations for
investmeant are opening up. Over the next
ten years, Hio Tinto's percertage of assets
outside its traditional hometands is likely
to increase.

A case in point was a proiect started
in 1996 when Rio Tinto Exploration began
reconnalssance of the Simandou Range in
Guinea, west Africa, following reports of
iron ore mineraisation. Exploration work led
to the discovery of a new iron ore district
“off the map” from Ric Tinkg'’s traditional
operating locations. A very significant
deposit of high grade and high guality iron
ore was cutlined and a prefeasibility study
i under way. There are many more mineral
targets for further investigation.

Elsawhere, in Madagascar, a country
not previcusky thought of as a mining
centre, Rio Tinto discoversd one of the
best cquality deposits of imenite - a mineral
from which tifarnium dioxde 18 derived. i
2005, T Madagascar Minerals, a
subsidiary of Rio Tinto, started developing
an imenite mine and port at Fort Dauphin
which is expected to be a model of how
mining can help the developing world.

in neighbouring dmbabwe, the
Murowa diamond deposit was discovered
by Hio Tinte geologists in an area where

D

NS

diarnonids had never been recorded
before. After years of evaluation the

first diamonds were produced in
September 2004, BExpansion options are
belng studied.

In Russia, Ric Tinto plans to focus on
making greanfield discoveries. The recently
announced joint venture to participate in
axpdoration in Russia with Norlsk Nickel will
provide unrivalled access to Siberia’s vast
aastern districts.

Hussia is endowed with great rescurce
wealth and is under explored using modert
methods. Rio Tinto has experiance in
axpdoring and minmng i northarn terraing,
and sees itself as well positioned 1o
leverage this experience in Russia, given
the right circumstances.

By linkirg up with & premier Bussian
partner that has the contacts, capabilities
and experience in Russian mining,

Ric Tintos risk is reduced. The Group has
apenad an office in Moscow and also
maintaing an exploration presence in China
with an office in Beijing.

Thie portfolio of advanced exploration
projects include nickel in Ihdonesia,
diarmonds in India, coking and thermal coal
in South Africa, copper in Turkey and
itmenita in Mozambigue.

As the centre of gravity shifts,

Rio Tinte's commitrment o exploration wil
becorme increasingly Imporlant as a
cormpetitive advaritage. Projects are fikely
o emerge In less familiar territory, but
subject to the same rigorous investment
ariteria and risk management processes as
in the past.

Thie group seeks to develop new
projects faster and the exploration focus
may gradually shift the location of the
group's activities.




W {;ziwm technology continues
to push the boundares (_*?
pos ? ity and achievament in
mint mj AN Procassing.

Advances enable new resources 1o be
accessed and produced safely and
sconomically o supply essential needs to
growing populations. In 2005, Rio Tintos
Technology group made progress in the
racovary of Copper resources.

The maority of metal and mineral
concentrations in the earth are not
accassible with current mining technigues,
most of which cannot reach much deeper
than three Kiiormetres. Technologies that
increase depth and accessibility safely and
aconomically with a negigible
erwircrirmerntal footprint could vield large
NCreases in ore reserves globally.

At the Resolution Copper project in the
US [Hio Tinto: 55 per cent) drilling in 2003
intercepted a large body of mineralisation
underneath the historic Magma mine,
2,000 metres (7,000 feat) below surface.
Studies are under way into the feasibility of
developing a new ming bensath the
workings of the ofd. This is expeacted to
take about teh yvears.

H the project is approved, the desper
e will present a major enginesring
chalienge. The minaralisation is deeper
than most copper deposits and the rock is
highly stressed. Located near a
subterranean hotspot, rock wmperatures
reach 80F {27C). These factors have been
mastered alsewhare in the mining industry
but rot al three at once. Blook cave
rrining technology is baing evaluated to
address the challenges.

This undarground bulic mining msthod
requres significant and diverse skili sets,

not immadiately avallable off the shelf.
Rio Tinto has direct expetience with the
method at Palabora in South Africa and

Northparkes in Australia as well as from #s
joint vanture relationship at Grasberg in
indonesia, | s being emptoyed in the
USEY80 milion underground extension of
ihe Argyle diamond ming in Australia,
Learning the technology is giving the Group
a unigue capability, matohed by Rio Tinto's
orgatisational depth and breadith.

On the mineral processing side, in late
2005 Rio Tinto won the tender in Ferd for
privatisation of the La Granja copper
mroject. This is & deposit suited 1o
corventional open pit mining. t containg
mare than two billon tonnes of copper ore.
But with modest grades and difficult
mineralogy it will need low cost processing
technology to extract valus.

Instead of fooking at La Granja as a
sonventional miing operation producing
concentrates for export, Bio Tivto is
sonducting a feasibility study aimed at
demonstrating a sulphide bioleach capability
with recovery of copper metal using
bickeaching and elsctricity {elactrowinninig).

This wodld be similar to the meathod
belng employed at a new dumps leach
mroject at Escondida in Chite in which
Rio Tinto has a 30 per cant interest, At
La Granja it is very early days, but iniial
testwork has been encodraging. The
approach shows Fio Tinto's willingness
o take the path of technical innovation,
which Involves risk but has a
commensdrate upside.

Bloleaching is the deliberate use of
corminon strains of bacteria to speed the
cherpical release of metals from ores. By
adding bacteria charged solutions of dilute
sulphurie acid and ferric sulphate and
Howing air through heaps of broken ore

the bactera are encouraged to multiply,
They flourish and decompose the
stlphides, thereby assisting chermical
reactions that dissolve copper out of the
ore. The method of metal extraction
conttibutes to sustainable developrment by
producing copper from previously
LHECONOMIG rBsources.

Also contributing to sustainable
development is 'clean’ coppear smalting
tachinology developed in part by Rio Tinte
and in use for over ten years at the
Kennecott amelter in Salt Lake City, US.
The techinology is now being applied in a
new copper production plant under
construction in Ghina.

The smalter and refinery project in
China is based on Outokurmpu of Finland's
flash smelting, and the Kennecott-
Outokumpu flash converting, technologies.
The dasign of the Yangou Xiang Guang
Copper Company plant is the first use of
flash corverting outside Rio Tinto's
Kennecott faciities and will attract licence
faes for Rio Tinto.

The technology is capabile of achieving
an excaptionally high level of emission
contra to protect the environment relative
o traditional technologies. Because the
new smeltar is sited in the heart of an
agricdltural region, this was a rajor factor
i salection of the technology.

Longer tarm, the project affords
Fio Tinto positioning in the rapidly
expanding copper smeling and refining
business in Ghina, which rmay have a
bearing on the Group’s future mining
projects, ncluding Resolution Copper.

Construction of the Yangau smalter
commericaed in 2005, The project ison a
fast track for completion in late 2006,
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Chsin of value sustains

Hele N i ale e

Thie Argyle ming roduces a quearter of the
worlths diamonds by volume. Since 1983 it
has underpinned the economy of its host
Fagion i north western Australia. And
since 1983 when Argyle started selling
garns into india for cutting and polishing,

if has sustained multiple aspects of Indian
incllstry and sociaty.

The approval in late 2005 of an
dhderground project to extend the life of
the rmine from 2008 1o 2018 therefore
profongs the livelinoods of many, ncluding
amployees, local businesses, and people
ivolved in the step by step addition of
value after the diamonds are recovered
from the ground.

The mine extension means the
continued direct amployment of more than
220,000 cutting and polishing technicians
5,000 ilometres away in India. Counting
the average housshold size of five per
farmily, the industry accounted for by Argyle
i inckia can be said to support over
1.2 milionh people.

The diamond businass is shaped like &
pyrarsich. A the {op are a handit of major
hing producears - Rio Tindo is the third
largest supplier by value in the world - and
bensath them the 100 or so dealers who
buy direct allocations of stones from the
mgors. There are also & large numbar of
cutters and polishers without direct access
to mrined supply who rely on the secondary
rmarket where rough diamonds are traded.
The resulting polished diamonds are then
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soid o the jewallery rmanufacturers. Further
down the chain are the many thousands of
retail storas.

The Argyle expansion project cost of
US$910 million underwrifes the continued
addition of value to the mined gernstones
of more than half a billion US dollars per
year. According to a study by accounting
firm KPMG, the industry in India adds vaiue
aquivalent to US$447 million in diamond
cutting and polishing, US$26 miion in
jewellery rmanufacture and USE37 million in
jewallery retading for a total value add of
US$510 milion.

The large volume and small size of
Argyle stones has bullt capabilities in
cutting and polishing that have made 1ndia
one of the largest diarmond processing
centres in the world. The indo Argyle
Dharnond Councll started by Argyle created
marketing capabilities that ensure a
sustainable future for the indian diamond
industry. Rio Tinto's Business Excellence
Modeal, a cerlification schame to Improve
business practices and operating
conditions among customers, also
contributes to sustainable development.

Keith Johnson, chief executive of
Ric Tinto Diarmonds, says with Argyie to
sontinue producing wall bayond planned
closure in 2008, “the Argyle trand and its
sighature stone, the pink diamond, wilk
continue o play an important role in the
world diamorid market. Thisis a
partcularly good decision for the East
Kimbeatley area, the Indan cutting and
polishing industry and the affordable
fashion jewaliery industry, each with a
degree of dependence o the Argyvie
business.”

Argyle is the largest single contributor
o the Kimberlay aconomy with 25 per cent
of s present full time workforce indigenous

and 50 par cent Bving locally, Approval of
the expansion project came soon after the
Argyle community celebrated the Argyle
Farticipation Agreament aimed at ensuring
FREENG'S contrbution to sustainable
velihioods boally. The agreement was
sigred by Argyle Diamonds, the indigenous
traditional owniers and the Kimberlay Land
Council. [t recognises raditional ownership
of the land, thus providing cerainty for
Argyle and laying the foundations of a
sustainable relationshi with the local and
regional corEnunidy.

The terms of the agreament
amphasise econorric participation and
regional developmernt with fraditional
owners” financial benelits linked o the
fortunes of the Argyle business. There s &
traditional owner controfied trust 1o
marage the funds. The agreement has
been described as the most progressive
FRiriNg cormpany/Aboriginal community
agreameant negotiated in Australia.

White it affords formal recognition of
divarse indigenous interests, it is not
uhicle. In the last decades Rio Tinto has
directly nagotiated mora than 70 ming
developrment and exploration access
agrearments with Aboriginal groups,
recoghising the rights and interests of local
people and condributing to regional
eCanomic development.

Recognising Argyies vital wealth
genarating ole, the Wastern Australian
Governrnent agreed {o provide royalty relief
and walve some secondary Drocessing
abligations 1o enable the expanision of the
e o go ahead. This proved
furdamental to the sconomics of the
project and halps ensure that Argyle
continues {o contribute to sustainable
developrment, not only in s region but in
inclia and around the workd.
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Financial information by business unit

Sapial
Rio Tinte Met @arminge (a) Groge tumaover () Opersting assets {o) axpanciture {d)
interest 2005 2004 2GG5 2004 2605 2004 2005 2004
% USSm  US%m  USSm  USSm USSm USSm  USSm LISEm
Iron Ore
Hamersley (including Hismelt¥) 100.0 1,219 430 3,387 1858 2,686 2,234 935 75T
Fobe River 53.0 362 130 1,13 814 1,487 1,840 160 109
Iron Ore Company of Ganada ER.7 148 4 954 428 451 521 o8 51
Fig Tinto Brasil G] {7 1 43 105 81 50 36 18
1,722 565 5497 300% 4,574 4,445 1,229 935
Energy
Kennecait Ensrgy 100.0 1358 180 1,197 1925 908 810 204 162
Rig Tinto Ceoal Australia if) 572 236 2,302 1585 1,147 1,282 171 73
Rssing B68.5 2 ) 163 124 86 40 3 2
Energy Hescurces of Australia 68.4 24 19 205 174 180 178 34 7
733 431 3,867 3008 2301 2311 412 244
Industrial Minerals 187 243 2487 2126 231t 2,208 235 248
Aluminium (a) 392 331 2,744 2356 3,361 3,521 242 R05
Copper
Kennecolt Uteh Copper 100.0 4,037 311 2,141 1081 H144 1,075 164 B9
Escondida 30.0 602 406 4,239 1003 812 584 229 13
Fresport ) - 4 - 43 - _ - _
Grasberg joint venture {il 232 3z 657 155 321 397 45 35
Paisbora 47.2 19 {21} 371 305 228 360 17 3o
Kennecait Minerals 100.0 73 82 256 263 129 136 34 36
Other Copper i 57 54 175 165 177 152 18 48
2,020 860 4,839 3033 2,808 2,753 505 326
Diamonds
Arnyle 100.0 117 40 572 322 523 838 77 89
Ciavik 60.0 143 147 480 420 548 574 121 49
hurcwa 78.0 2 1 44 Z 14 18 5 14
281 188 1,076 744 1,085 1,228 203 152
Other operations 2 25 93 167 143 242 5 13
Product group total 5,337 2,643 20,603 14443 18,584 16710 2,831 2,423
Oither items {164} (1743 139 87 {305y (1,029 63 8
Exploration and evaluation {174} (128) {18} 5 4 {3
Net interest {44} {65) {382} {213
Underlying earnings 4955 2272
[tems excluded from underlyving earnings 2680 1,025
Total 5,218 3,297 20,742 14530 18,261 15836 2,516 2,215
Less: net debt {t,313} (3,808
Equity attributable o Hio Tinto sharghoiders 14,948 11,877

{a)

{ky)

ic)

{cd)
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Mol eamings represant profit afer ta for the year altributabie to the Rie Tinle
Groug, Eamings of subsidiarios arg stated before finance Rems but afier the
afmortisation of the discount related o provigions, Earmings altributabie to jointly
corgrofec entities and assotiates ciude interest charges and amoartisation of
digsount, Earmings altibuted (o bosiness urids axcluds amounts thak ae
exeduciag i ardng A underdying eamings, These exciudac amounts s shown
an page 29,

Gross furnover includess 100 per cant of subsicisries’ furnover and the Group's
share of the twrnover of jointly confrolled entitios and associates.

Operating ¢ of subsidiaries comprise net assets before deducting nel debt,
less autside shareholders’ interests which are caloulated by reference Lo the net
aszets of the relevant companies e net of such companies’ debs). Foz jeinty
copgrofac antiies and associates, Rio Tinte's ned irvastraent i shiown,

Cagital expeordiiure conprises the nat cash cutllow on purchases less disposals
of propery, plant and squipment. The detals provided inciude 100 per cet of
subssichariag” capilal expenditure and Rio Tinie's share of the capital sapenditune
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af jeinthy sontrofed entities and associates. Amourds relating (o jeintly controfied
erifies and associates not spaciicaly funded by Rio Tinto are deduclad bafore
arrivirng al ot capdlal expencituze for the Groug.

e 2004, Hio Tints awnad a 51 per cant interast i Morro do Ours, wiich was
sold on 31 Decarnber 2004,

fnciudes Rio Tisto's 70,7 per cenl iderast in Coal & Alfed, which is managecd by
Fio Tirgo Coal Australia, & 100 per cend subsidiary of 2io Tinto.

inchudes Hio Tigo's intereshs in Anglesey Alunsinium 51 oar cerd) ancd Comaico
1100 per cerily.

Or 30 Marck: 2004, Hio Tirdo sold ids 131 par cent sharahalding in Freegxog-
MohMoRan Copper & Gold Ine. The sgie of the shares doss nof affect the terms
af the Grastery joint venture seferrad (o befow,

Under the terms of a joint venture agreament, Rio Tinto is entitled 1o 486 per cant
af additional raatanisl mined s 8 consequencs of axpansions and developrents
af e Grasberg faciities sinos 1998,

During July 2004, Rie Tinlo aokd #s nterasts in Soniineor and Zinkgruvan.



Hurnmary financial statements

These summary financisl statements have been extracted from $he Ul Companies Act 1885, The surmmary finandcial statements do not
finarcial statements, which have been reporiad on by the auditors, and contain sufficient information to afow as full an understanding of the
which will be fied with the United Kingdom Hegistrar of Companies and results and affairs of #he Group and parent companies as is provided in
the Australian Securities and lnvestiments Commission. The auditors’ e fult financial staternents. Gopies of the 2005 Annual report and
report an the full financial statements is unqualified and does not financial statements, which include the Ul financial staternents, may e
contain a statement under either S237(2) or S237(3) of the UK obtained from the addresses shown on pags 62,

Group income staternent vears ended 31 December
2005 2004
US$m LiS%m

Grosgs turnaver (including share of jointly controlled entities and assccizias) (@) 20,742 14,530
Consolidated turnover 19,033 12,954
Gperating costs (excluding impairment reversals/charges)) {12,436 (10,249)
MNet #mpairment reversals/charges) (b) 3 {B5E)
Profit on disposat of inferests in businesses fnciuding investments) {c} 322 1,180
Cperating profit 6,922 3327
Share of profit after tax of joinily controlled entitiss and associates 776 523
Profit before finance Hems and taxation 7,698 G850
Finance items
Exchange {lossesiains on exiernal net debt and infragroup balances {128) 204
{Lossesi/gains on currency and interest rate derivatives not qualifying for hedge accounting (1) 16
Interest recehvabie and similar income 82 28
Interest payable and similar charges {173) {148)
Amaortisation of discount {1186} (87
{386) 13
Profit before taxation 7,312 32,863
Taxation (b),ic} {1,814) {619)
Profit for the year 5498 3,244
- aftriputable to outside equity shareholders {1(c) 283 (53]
- attributable to equity sharsholders of Hio Tinto (Mst samings) 5215 3,257
Basic earnings per ordinary share 382.3¢c 239.1c
Ciluted earnings per ordinary share 381.1c 2387c
For the purposes of caiculating basic samings per share, the waighled average nof held as reassry shares (1,068, million) pius the sverage numiier of Bie Tinto
number of Ric Tirgo ple and Rio Tinte Limited shares oustsianding during the year Limitecd shares outetanding nog Beld by Fie Tisto ple {205.0 rilon).

wiis 1,364 raillion, being e averags rembser of Fio Tinte ple shares outstanding

Dividends er share: paid during the year B3.5¢c BB.LCc
Final dividend per share: declared in the anncuncement of the resulis for the year 41.5¢ 45.0c
Special dividend per share: declared in the anncuncement of the resulis for the year 110.0¢c -
o Gross turnover inciudes the lurmover of joirily sortzolied entities and o) The net tax charge resulting froms e profit on dispossl of inferests in
asaoriates of LSS, 709 milion (2004 LSS 576 miion} i addiion 1o huginssses Jncluding investments) for the year enced 51 Decarnber 2005 was
Consoliciated furnaver, which reiatas only fo subsidisry companiss. US511 miflion (2004: USSY miliory), and thers weas no amount attributabls 10
I MNo tax craclite o chargess arose from impaimens chargss and reversals for tha culgide aouity shareholders [2004: charge of LSS midlion),

isar snded 31 Decensber 2005 (2004 crecht of USS108 miior), and the nel
charge allibutable fo outside souity sharehoiders wag LSS million
20040 LSS 29 milian).,
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Surrmary balance shieel s 31 December

2005 2004
Ussm LISEm

Non current assets
Goodwil 1,020 1075
Intangible assets 220 189
Froperty, plant and equipment 17,620 16,721
Investments in ioirdly controfed entities and associates 1,829 2016
Loans o jointly controlled entities 159 13C
Iventories 141 65
Trade and other receivables 703 7iG
Deferrad tax assets 65 52
Tax recoveraible 122 125
Derivatives refated to net deit 254 434
Other financial assets 199 158

22,322 21795
Current assets
Inwventories 2,048 1052
Loans o jointly conirolled entities - 45
Trade and cther receivables 2,488 1,832
Tax recoveraible 30 29
Derivatives rafated to net deint 62 29
Other financial assets 469 218
Other liguid resources 5 14
Cash and cash equivalents 2,379 392

7481 4512

Current liabilities
Bank overdrafts repayable on demand {12} (65)
Borrowings {1,190} {789)
Trade and other payables {2,190} {1,753
Derivatives refated to net deist {8} -
Oither financial iabilities {78} -
Tax payable {987y {142)
Provisions {321}y  {193)

{4,786} {2,043)
Net current asseis 26895 1,569
Non current labilities
Borrowings {2,783} {3.883)
Trade and other payables {269 810)
Derivatives refated to net deist {20} -
Other financial fabilities {93} -
Tax payable {51} (871
Defarrad tax liabiitiss {2,197} {2,138
Provisions {3,865} {3,759

{9,278} (10,774)

Net assets 15,739 12,591
Eouity atiributable o Rio Tinto sharehclders 14,948 11877
Attribuiable to ouiside eguity sharshoiders 791 714
Total aguity 15,739 12551

At 31 December 2005, Hic Tinto plc had 1,088.4 milion ordinary shares in issue not held as treastry shares and Hio Tinto Limited had 285.8 miion
shares in issue, excluding those heid by Rio Tinto plc.

The 2005 full financial statements were approved by the direciors an 24 February 2006 and signed on their behalf by

e S 7[(9/ ﬁ% <

Paut Skinner Leigh Clifford Guy Effiott
Chalrmar Chisf executive Finance director
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Heconciliaborn with SAustratisr S vears ended 31 Dacemper

2005 200
USS%m LISEm
Consolidated profit for the year under EU IFRS 5,498 3244
Increasefddecreass) net of tax in respact of:
Goodwil — relating to sold operations - {129)
Consolidated profit for the year under Austratian {FRS 5498 3,115
2005 2004
USS%m LISEm
Total recognised income for the year under EU IFRS 5,006 32,459
Increaseddecrease) net of tax in respect of:
Goodwil — refating to sold operations - {129)
Total recognised income for the year under Australian IFRS 5006 3,370
2005 200
USS%m LISEm
Total consaolidated equity under ELJ {FRS 15,739 12,551
Increasefddecreass) in respect of;
Goodwil 743 741
Total consolidated equity under Australian IFRS 16,482 13,332

The profit, income and equity fgures set cut sbove include amounis attributable to outside shareholders in subsidiaries.

The Group's financial staternents have been prepared in accordance with IFMS as adopted by the European Unicn ("B IFRS), which differs in
certain respects from the version of IFRS that is spplicable in Australis {‘Australian IFRS".

The transition to EU IFRS was based on the UK GAAP financial statements as at 1 January 2004, Under LK GAAR, goodwill on acouksitions
prior to 1898 was sliminated directly against equity. Under IFRS 1, goodwill pravicusly recognised as a reduction in equity is not reinstated on
transition to IFRS. The Australian equivalent, AASB 1, doeas not include this relief provision. As a conseguence, sharsholders’ funds under Austraiian
IFRS include the residue of such goodwil, which amountad to USET43 miticn at 31 December 2005, Also, the profit on disposal of certain
oparations i 2004 is reduced by USE125 milion under Australian IFRS as a result of the balance of goodwill relating to those operations.

Met earnings arnd underbying eariings vears ended 31 Dacernber

2005 2004
US$m LIESm
Underlying earnings 4,955 2,272
Hems excluded from underlying earnings
Profits on disposal of interests i businesses (including investments} 311 1,175
Imgairmeant reversals/charges) 4 {321)
Adjustment 1o Kennecott Uteh Copper erwvironmental rerediation provision B4 -
Exchange {lossesiains on external debi and intragroug balances 8N 159
{Lossesi/gaing on currency and interest rate derivatives not qualifying for hedge accounting {40} B
{Lossesi/gainsg an external debt and derivatives not qualifying as hedges in jointly controlled entitiss and associates (net of tax {12) 4
Totai exciuded from underlying sarmings 260 1,025
Net earnings 5,216 3,2%7

‘Underlying earnings’ is an additional measure of sarnings, which is reported by Hio Tinto to provide greater understanding of the underlying
nusiness performance of its operations. Underlying samings and net sarnings both represent amounts attributable to Rio Tinte sharshoiders. Eams
{a) to {f) below are excluded from Net earnings in arving at Underlying earnings.

{) Galre and iosges ansing on the digposal of darests in businesses Jnciuding f) The curancy revaiualion of smbedded LS dodlar dedvathves cortained in
iprvastnents) and undsvelopad progerios, confrasts hefd by entities whoss functional Carrenay is not the LS dodar,

i) Charges and crecits relating to rpalrment of non currerd assets, exclading those i Other eredits and charges that, ncivicuslly, or In agoreqate if of & sirslar bge, are
regatect to current yvear explioration expenditure. of & nature ar size o require exciugon in order ta provide adefitional nsight inle

o) Exchonge gains and lasses on U3 dollar debt and intragroup balances, uncerlying business perforrnanse,

i Makeation chisnges on currency and interast rate derdvatives which are ineligibila for
hecige actountiag, other than those embedded in cammencial contracts.
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BrrInary coas

i Flow staternent vears ended 31 Dacermber

2005 2004
Ussm LISEm
Cash flow from consolidated operations 7,887 3874
Dividends from jointly controfled entities and associates 800 478
Cash flow from operations 8,257 4,452
Interest received 51 28
Interest paid {t79} {179)
DCividends paid to cutside shareholdsers {169} (56)
Tax paid {1,017}  {BEE)
Cash flow from operating activities 6,943 3,330
Cash used in investing activities
Disposals of subsidiaries, joint vaniures & sssociates {less acquisitions) 32t 1,507
Purchase of property, plant & egquipment and intangitle assets {2,552} {2.250)
Hepaymenis from jointly controlled entities and associates 17 2]
Exploration and evaluation sxpanditure {264} {190)
Procesds from sale of property, plant & squipment and intangible assets 36 4%
Sales of other investments 133 267
Purchases of other financial assats {231} {30
Government grants received 26 -
Cash fiows from non hedge derivatives not related o net debst 31 L
Cash used in investing activities {2,483}  i381)
Cash flow before financing activities 4,460 27099
Financing activities
Eguity dividends paid to Bio Tinto sharehoiders {1,141} {208
Owun shares purchased from Rio Tinto shareholders {877} -
Procesds from issue of ordinary shares in Hic Tinta 100 26
Procesds from issue of ordinary shares in subsidiaries fo oulside sharsholders 4 7
Cash fliow relating to borrowings, liguid resources, derivatives related o net debst {497} {1,832)
Cash used in financing activities {2,411} {2,705
Effects of exchange rates on cash and cash equivalents {8} {9)
Net increase in cash and cash equivalenis 2,041 85
Surnpary financial data in Australian dollars, Stervling and US doliars
2005 2004 2065 2004 2005 2004
ASm AT £m £rm LIS%m LIZ%m
27,1958 19786 11,390 7,938 Gross turnover 20,742 14,530
24954 178639 10451 7,077 Consolidated turnover 19,033 12,554
9,587 57260 4,005 2,110 Profit before taxation 7,312 3863
7,208 4417 3,009 1,772 Profit for the year 5498 3244
6,837 4450 2864 1,801 Net earnings atiributable to ordinary shareholders 5216 3,257
6,497 5,084 2,721 1,241 Underlying earnings {a) 4955 2272
501.2¢ 3Z5.6c 2099p 130.5p Basic earmings per ordinary share (c) 382.3¢c Z39.1c
476.2¢ 224.4c 199.4p S0.0p Basic underiying earnings per ordinary share (@) {c) 363.2¢ 164.8c
Davidends per share o Rio Tinto shareholders
108.85¢c 50.21c 458.89p 36.22p - paid 83.5¢ 68.0c
200.28c 5B.23c 85.24p 23.84p - proposed (including special dividend) 181.5¢ 45.0c
5848 3,811 2449 1,529 Cash flow before financing activities 4,460 2,799
{1,793) {4,853 {760) {1,977 Net debt {1,313} {3.809)
20,407 15258 8,660 6,184 Equiity attributable to Rio Tinto shareholders 14,948 11,877

ig) Underlying earnings exclude lens totalig USS260 million {2004: LIS51,025
riEen), which dare analysed on pags 28,
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armounts arg based on the LS dollar amounts, relrensiated st svirage or dosing

rabes as appropriale, excepl for the dividencs which g the actual smourds
) The firanciat data above Bove been éxtracted from the surmmary Tiancial st
staternents set oul on pages 27 to 30. The Austrakan doflar and Sleriag i€ Basic earmings per ordinary share snd bagio underlying earmings per ordingry

sharg o net racognise the dilution resulting fror share ofstions in ssus.



Australian Cor

Pursuant to section 340 of the Corporations Act 2001 {“Corporations
Act™, the Australian Secarities and investrments Commission issued
an order dated 27 January 2006 that granied refief 10 Rio Tinto
Limited from certain requirements of the Corporations Act in relation
to the Company's financial siatements and associated reports. The
order essentially continues the relief that has applied to Rio Tinto
Limited since the formation of the Group's Dusl Listed Companies
{#DLC" structure in 1895, The order applies to Rio Tinto Uimited's
financial reporting obligations for financial years and haif-years ending
oetween 31 Decembper 2005 and 31 December 2008 {nclusive).

tn essence, instead of being required under the Corporafions Act
to prepare consolidated financiad statements covering onty itself and
its controlled entities, the order allows Fic Tinto Limited fo prapare
consalidated financiad siatements in which i, FHio Tinte ple and their
respective controlled entities are freated as a single economic entity. in
addigicn, those consclidated financial staiaments are io be prepared.

— i accorgdance with the principles and reguirements of International
Financial Meporting Standards as adopted by the European Union
HEUHFRS™ rather than the Austrafian equivalents of Internations
Financial Reporting Standards ("AIFRS™ {except for one limited
instance in the case of any concise report), and in accordance with
United Kinggom financial reperting obligations generally;

— on the basis that the fransiticnal provisions of Internationst Financial
Meporting Standard 1 “First-time Adogtion of international Financizd
Feporting Standards” should be applisd using the combinad
financial statements previously prepared for Hie Tinto Limited, Hio
Tirto plo and their respective controlled entities under Generally
Accepted Accounting Principles in the United Kingdom, under
which the TLG merger between Hio Tinto Limited and Hic Tinto plc
was accounted for using “rmerger”, rather than “acquisition”,
accounting freflecting that neither Fic Tinto Limited nor Rio Tinto
rlo was acourad by, or is controlled by, ihe other, and meaning
that the existing carrying amounts, rather than fair values, of assets
and liabilities at the fims of the DLC merger were used to measure
those assets and fabilities at formation);

- on the basis that Rio Tinte Umited and Rio Tinto pic are a single
company fwith their respective sharehoiders being the shareholders
irs that single cormpany); and

—with a reconciiation, from EU IFRS to AIFRS, of the following
amounts: consolidated profit for the financist vear, total
consolidated recognised income for the financial year and iotal
congolidated equity at the end of the financial year (see page 29).

Those consclidated financial staterments must alsc be audited in

accordance with relevant United Kingdom reguirsments. Rio Tinto

Limited must aiso prepare & drectors’ report which safisfies the

content requirements of the Corporations Act (2pplied on the basis

that the consclidated entify for those purposes is the Group), except

Buditor's independence declaration

As lead auditor for the audit of Rio Tinto Limited far the year ended
31 Decemizer 2005, | declare that to the best of my knowledge and
oelief, there have besn:

ay no contraventions of the auditor independence requirements of the
Corporations Act 2001 in relation to the audit; and

o1 no contraventions of any applicable code of professional conduct
in relation o the audit.

This declaration is in respect of Rio Tinte Umited and the entities it
controfied during the year.

John O’Connor
Partner
PricewaterhouseCoopers

Parth
24 February 2006

sorations Aot = sumrmary of A5G reliaf

that the order afiows Fic Tinto Limited to prepare a separate

Remureration report that is merely cross-referanced in the directors’

repaort, instead of including in the directors' report the remuneration

repaort otherwise required by the Corporations Act. The separate

Remuneration report (see pages 39 to 51) must include all the

information reguired fo be included in a remuneration report under

the Corporations Act, as well as the information required by AIFRS

{namely, AASE 124} dealing with relatad party disclosures {ncluding

ramuneration of directors and executives) in respect of "key

management personnel” and certain other disclosures.

Hic Tinto Limited is aiso required to comply generally with the
indgament and distribution requirements of the Corporations Act
{including fiming requirements) in relation to those consclidated
financial staterments (including any concise financial statements), the
auditor’s report and the directors’ report. The separate Hemuneration
rapart i also required to be iodged with the Australian Securities and
Irvestments Comamission at the same time as the consolidated
financial staternents, and Rio Tinto Limited must not distribute or
maeke avalabie the Remunaration report withowt the consolidated
financial staternents and directars’ report. At the Company's AGM, i
iz required to allow sharehoiders fo vole on a nen binding resolution
to adopt the Bemuneration repert, on the same basis as weuld
ctherwise be required far a remuneration report under the
Corporations Act.

Fio Tindo Limited is not required 10 prepare separate consoidated
financial statements salely for it and its controfed entifies. Mo Tinto
Limited is required to prepare and lodge parent entity financial
staternents for itseff in respect of gach relevant financial year, in
accordance with the principles andg requirements of AIFRS (cther than
in respect of related party disclosures under AASE 124, which as
noted above are instead incorporated into the separate Memuneration
report), and io have those statements audited, Those financial
statermnents are not required o be faid before the Company’s AGM or
distrivisted o shareholders as & matter of course.

However, fio Tinto Limited must:

- inciude in the consclidated financial statements for the Group, as a
rite, Rio Tinte Limited's parent antity balance shedt, incomes
statement, statement of changes it equity and staternant of
cashflows, prepared in accordance with AIFRS: and

- make avaiiable the full parent entity financial statements free of
charge to shareholders on request, and also includs a copy of
thern on the Company's websita,

The parent entity fnancizl stalements are available for download frem
the Hio Tinto website at wwaw.rigiinto.com. Shareholdars may alsc
request a copy free of charge by cantacting the Rio Tinto Limited
COMpany secretary.
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Independent auditors’ statement

To the members of Rio Tinto pic and Rio Tinto Limited

We have examined the sumimary financiat statements of the Ric Tinio
Group, which comprise the summary Group profit and loss account,
the summary Group balance sheet, the summary Group cash fiow
statement, the reconciliation with Australian [FRRS, the note an 'net
earnings and underlying earnings, the directars’ report and the
remunaration report.

Respective responsibilities of directors and auditors

The directors are responsibie for preparing the 2005 Annual Heview in
accordance with applicable faw. Our responsibility is fo report to you
olr opinion on the consistency of the summary financist staiements
within the 2005 Annual Review with the annual fnancial statements, ihe
diractors’ report and the remuneration report, and #s compliance with
the relevant requirements of Section 251 of the United Kingdom
Cornpanies Act 1985, and the regulations made thereunder and
Section 314 of the Australian Corporations Act 2001 as amended by
the Australiary Securities and lnvestments Comimission order dated

27 Jantary 2006, We also read the other information contained in the
2005 Annual review and consider the implications for our statermnent if
we become aware of any apparent misstatements or materis
incensistencies with the sumamary financiat statements. The other
information comprises the items listed in the contents section of the
Annual review, apart from the summary financial statements (as defined
abave),

This statement, including the opinion, has been prepared for and
only for each Company's memiers as a body in accordance with
Section 251 of the United Kingdom Companies Act 1585 (in regpect of
Fio Tinto pict and Section 314 of the Australian Corporaticns Act 2001
as amendad by the Australian Securities and Investments Commission
order dateg 27 Jarwary 2006 (in respect of Fic Tinto Limited), and for
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no cther plrpose. We do nat, in giving this opinion, accept or assume
responsiilty for any other purpose of o any oiher perscn to whom this
staizment is shown or into whose hands it may come save where
exprassly agreed by ol prior consant in writing.

Basis of opinion

W conducted our work in accordance with Bullstin 1593/6, “The
Adcitors’ statement on the summary Financial statement’ issued by the
Aqditing Practices Board for use in the United Kingdom.

Opinion

In o opindon the summary financial statements are consistent with the
annual fnancial statements, the directors’ report and the remuneration
report of the Rio Tinto Group for the vear ended 31 December 2005
ang complies with the applicable reguirements of Section 251 of the
Inited Kingdom Companies Act 1885 and the regulations made
theraunder and Secticn 314 of the Australian Corporations Act 2001 as
amendead by the Australian Securities and investrents Cormission
order dated 27 January 2006,

PricewaterhouseCoopers LLP

Charterec Accountants and Hegistered Auditors
London

24 February 2006

in respect of the memiers of Hio Tinto pic

PricewaterhouseCoopers

Chartered Accountants

Parih

24 February 20068

in respect of the memizers of Hio Tinto Limited
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Hrectors” repaort

The directors are pleased 1o present thalr report to sharghelders of
Fio Tinte pic and Rio Tinto Umited, together with the Financial
statements for the year ended 37 December 2005 on pages 27 to 32,

Drust inted structure

An explanation of the dual listed companies structure {DLC), which
unified Fio Tindo pic and Rio Tinto Umited i 1895, can be found on
page 58.

Aotivities sred veview of operalions

Details of the Group’s results, operations and principal activities, likely
future developments, significant changes during the year and post
balance shest events are sat out in the Chairman’s ietter on page 2, the
Chief sxecutive’s report on pages 3 1o 5 and in the Operational raview
on pages 6 1o 25,

As allowed by sections 20%{3) and 289AL3) of the Australian
Corporations Act 2001, information which may be unreasonably
prejudicial, regarding likely future developments in, and the expected
results of, the operations of the Group and its business strategies andg
prospecis has besn omitted.

Slhiarer cardat snd by ook prooraTenes

On 3 February 2005 the Group anncunced, suiject fo market
conditions, an intention 2 return up to USE1,500 million of cagital to
sharehoiders during the course of 2005 and 2006, and that this would
include any off-rnarket buy back of Hio Tinto Limited shares through a
fender process.

On & May 2005, Fio Tinto Limited bought back 27,294,132 shares,
representing 8.7 per cent of its publicly held issued share capital, under
an off-market tender and 18,367,000 shares indirectly held by Fic Tinto
pic. Al of these shares were purchased at a price of A$38.70
(US528.36) per share, representing a 14 per cent discount to the
retevant market price, and wers cancelled.

During the year Fio Tinto plo bought back 2,600,000 ordinary
shares, representing iess than one per cent of its issusd share capital,
lwith a nominal value of £260,000) on the open market for an aggregate
consideration of US$H103.2 million, to be held as freasury shares.

Also during the year Hio Tinto plc issued 3,000,155 ordinary shares
and Mio Tinto Um#ed issued 1,130,211 sheres in connection wih
amployee share plans.

On 2 February 2006 the Group announced an intention to return up
o UISS4,000 milion of capital o sharehoiders, of which US$1,500
million would e paid out as a special dividend (see below) and, subject
o market conditions, the remaining US$2,500 milion of capital to be
applied o buy backs of either Rio Tinte Limited or Hic Tinte ple shares.
This woukd replace the USS528 milion remaindar of the initiative
announced on 3 February 2005,

Hetwesn 1 January 2008 and 10 February 2006, Fio Tinto pic
issued & further 817,897 ardinary shares in connection with empioves
share plans, and bought back a further 4,015,000 shares fwith a
nominal value of £401,5005 an the open market for an aggregate
consideration of US$195.2 million to be held as treasury shares. As at
10 Felruary 2006 there remained 7,386,518 oplions outstanding aver
Rio Tintc pic ordinary shares and 6,470,532 options outsianding over
Ria Tinto Limited sharas.

Thers were no changes o the authorised capital of Rio Tintc pic
during the year.

Erwichonos

Final diidends of 23.35 pence or 54.86 Ausiralian cenis per share
fogether with a special dividend of 61.88 pence or 145.42 Austratian
cents per share wifl be paid on @ April 2008, Full details of dividends
paid and the dividend policy can be found on page 58,

Corprorsle Governanne
A full repart on: corporate governance can be found on pages 52 o 56.
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Auwcral general meetings

The 2006 annual general mestings will be held an 12 April in Lendor and
on 4 May in Meibourne, Notices of ihe 2006 annual general meetings are
set out in separate letiers to shareholders of each Company.

Erreotors

The names of the directors who served during the year, together with
their bicgraphicat details and directorships of oiher companies in the
past three years and the pericd of each directorship are shown on
pages 34 to 35. Mobert Adams died on 27 January 2005, Leon Davis,
Sir Richard Giordano and John Morschel redired with effect from the
conclusion of the Mo Tinto Limited annual general meeting heid on

25 Aprit 2005, Sir Fod Egdington, who was appointed a non executive
ciractor on 1 September 2006, retires and offers himself for election at
the 2006 annual generat meetings. Sir David Clarment], Leigh Clifford,
Andraw Gould and David Mayhew retire by rofation and, being sligible,
offer themsehves for re-elaction. Details of directors’ service contracts
and letters of appointment can be found on pages 42 and 45
respectively, A table of direciors’ attendance at boarg and committes
mestings is on pags 38.

Forruneration of divectors ard exeenrtives

A discussion of the Groug’s policy for determining the nature and
amount of remurneration of directors and seniar executives, and of the
relationship between that policy and the Group's performance appears
in the Remuneration report on pages 39 to 51, The Hemuneration report
forms part of the Directors’ report and includes detsils of the naturs and
amount of each element of the remuneration (including oplions) of sach
of the directors and of each of the product group chief executives, being
the Key management persennet and highest paid executives of the
Group.

Seoretariog

Details of the company secretary of each of Hio Tinto plo and Fic Tinto
Limited togsther with their qualifcations and experience are set cut on
page 33.

imlernriibos sndd Insuranos

The articles of association and constitution of the Companies require
them fo indemnify officers of the Companias, including officers of wholy
owned subsidiaries, against Hab#ities arising from the conduct of the
Group's business, to the extent parmitted by law.

The Group has therefore during the year paid premioms for
diractors’ and officers’ insurance. In broad terms, the insurance
indemnites individual directors” and officers’ parsonat legad Eability and
costs for claims arising out of actions taken in connection with Groug
business. It is a condition of the insurance policy that detailed terms and
pramiums paid cannot pe disciosed.,

Erpppsbonprnent podiohey
The average number of people employed during the year by Hio Tinto,
including the Group's proporticnate shars of consclidated companies
and equity accounted units, was approximatety 32,000 {2004 32 0005,
Of these, about 12,000 were located in Austradia and Mew Zealand,
around 10,000 in the US and Canada and 1,000 in the United Kingdam.
Hio Tinto’s employment policies are set cut in its staiement of
business practice, The way we work,
Hio Tinto is committed to equality of cpportunity for all, as set out in
The way we work, and applies this philosophy to recruitrnent,
developmeant and promation of individuals, Within this phitosophy,
sach operating compgany is further encouraged 1o devsiop its own
palicies and practices o suit individual circumstances. Groug
companies smploy disabled peoples and accept the need o maintain
and develop careers for them. If an employee bacomes disabled and,
as a result, is unabie to perform his or her current duties, every sfart
is made to offer suitable aiternative employvment andg to assist
Wwith refraining.



Hio Tinto respeacts the right of employees worldwide to choose for
themseves whether or not they wish to be represented collectivety.

Group companies actively promaote a healthy and safe working
envircnment through training and communication with employees. For
further information about Group staff and heaith and safety initiatives,
please see the 2005 Sustainabie development reviews, which is received
oy sharehoiders with this Annual review. Copies may aiso be abtainad
from Computershare or can be downloaded fram the Company’s
website, details of which are on page 62.

Fost retirement benefits are provided by Fio Tinte and its major
subsidiaries in accordance with iocal conditions and good practice in
the couniries concerned.

Fremiabions

Based on the London Benchmarking Group medel, worldwide
expendiure on community programmes by Rio Tinto managed
ousinesses amounied to USESE.4 milion (2004: USERT .8 million) and is
descrived more fuily in the 2005 Sustainabie developrment review or on
the Company’s websiiz,

Total community spending in Australia amounted to AFTE.8 millicn
{2004 A$B9.6 milkont. Donations in the UK during 2008 amounted to
£2.7 million {2004: £2.1 milion) of which £0.5 milion {2004: £0.4 milion)
was far charitable purposes as defined by the Companies Act 1885 and
2.2 million {2004 £1.7 million) for ather community pleposes.

Asgin previous years, no donations were made for political purposes
in the EU, Australia or elsewhere, as defined by the UK Companies Act
1885 as amendead by the Political Parties, Blections ang Heferendums
Act 2000.

Frnstromrneniat rogutation
Dretails of the Groups environmental performance is set out in the 2005
Sustainabie development review.

Erepstoration, resesrol and developrnent

Group companies carry out expicration, research and developrent o
support their activities. They alsc make grants to universities and cther
institutions which undertaie relevant research. Cash expenditurs during
the year was USF264 miflicrn (2004; USE120 milion) for exploration and
avaluation and USE20 million {2004: USH16 milion) for research and
devsloprnant.

Spiitors aved disclosure of information to auditory
PricewaterhouseCoapers LLP and FricewaterhouseCoopers are the
auditors of Rio Tinto gl and Rio Tinto Umited respectivaly,

For gach of the persans whe were directors at ihe time this report
was prepared, the following applies:

* oo far as the directors are aware, there is no relevanrt audit information
lie information needed by the Companies’ auditors in connection with
preparing ihelr reportt of which the Companies’ audiiors are unaware;
and

* ihe directors have taken all steps that they cught fo have taken as
directors in order to maks themselves awsare of any relevant audit
information and to establisk that the Companies' auditors are aware of
that information.

PricewaterhouseCoapers LLP have indicated their willingness o
continue in office as auditors of Hie Tinte ple and & resolution to re-
appoint them as auditors of Fio Tinto ple will be proposed at the 2006
annual general meetings of Hio Tinte pic and Rio Tinto Limited.
PricewaterhouseCoopers wilt continue in office as auditors of

Rio Tinto Limited.

PricewaterhouseCoopers in Australia as the auditors of Rio Tinto
Limited are reguired 1o provide an Auditor's Independence deciarstion 1o
the directors under Section 3070 of the Australian Corporations Act
2001, A copy is set cut on page 31.

No person who was an offcer of Hio Tinto during the year was a
former pariner or director of sither Company's audiors.

bt sl mervioas
The amounis payable by the Group to PricewaterhouseConpers during
2005 for services other than the statutory audit were:

Audit related services USE5.5 million
Tax senvices USE1.6 million
Cther services US$0.9 millian

The directors are satisfied that the provision of non audit sendces by
PricewaterhouseCoopers is compatible with the general standarg of
independence for auditors imposed by the Australian Corporations Act
2001 on the basis set out in the Audit committes report on page 55.

Firrmnoial shruanerds

Getais of the Sroup’s financiat risk managsment ohiectives and policies
ard exposure 1o risk is described in the Financiat review in the 2005
Anriual report and financial statements.

Walue of lased

The Group's nterests in land consists mainly of feases and other rights
which permit working of the land and the erection of buildings and
equipment to extract and treat minerals, This land is normaly carried in
the financial statements af cost. The market value depends on product
prices over the long term and thearefore will vany with market conditions.

Srpcitor paymants

It is the Group's policy to agree terms of paymanis with suppliers when
entering into contracts and to meet its obligations accordingly. The
Group doss not foflow any specific pubished code or stendard on
payment practice.

Al 31 Decamber 2005, there weare 30 days’ (2004: 23 days)
purchases outstanding in respect of Hic Tinto Limited and 18 days’
{2004: 24 days} purchases sutstanding in respect of Hio Tinto ple,
pased on the tofal invoiced by suppliers during the year.

Feperomrey mined Cowporation Taxes Sob 1938
The close company provisions of the UK Incame and Corporation Taxes
Act 1988 do not apply o Fic Tinto plo.

The Directars’ repart is made in accordance with a resciution of the
ooard.

_:f\..,.w NN
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Leigh Clifford
Chief exacutive
24 February 2006

Paut Skinner
Cheirman
24 February 2006

Guy EHiott
Finance director
24 February 2008
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Divectors’ report continted

Drrectors’ sttencianos b Bosrd sl conmmnittes mestings during 2008

Biosrd A Feimunerstion Commitles on aocia Mominabions
commitias ol arch erndrormenta cornrrities
gecouritabily
Manrie of Director A B A B A B A B A B
Fokert Adams® - -
Ashton Cabvert™# 11 g 3 2 2 2
S David Clement 11 5] ) 7 4 4
Leigh Cli#aorg 11 1
Vivienne Gox** 11 10 8 5
Lecn Davis® 4 4 2 2
Sir Fod Eddington®” 4 4 1 1 1 H
Guy Elliott 11 1
Sir Michard Giordano® 4 3 3 3 z 2
Fichard Goodmanson 11 g 4 4 4 3
Aandrew Gouid 11 7 8 & 4 4
Lord Kerr 11 He 8 8 4 4
David Mayhew? 11 i 5 5 2 2
John Morschel 4 3 2 2 2 2
Paui Skinner® 11 H 3 3 2 2
Sir Michard Sykes 11 10 4 4 2 1

A= Marimum numiber of meetings the directar could have attended
B = MNumber of mestings attended

Motes

1. Robert Adame died on 27 Jancary 2006,

2. Wivienng Cox and Agkdon Caivert wara sppoainted on 1 Febouary 2005,

3. Learn Davis, S Hichard Giordane and dobin Morachal retivec ony 29 Agedl 2005,

4. Bir Rod Eddington was sppointec on 1 Septemixer 2005,

5, Wivienne Gow bacame s comimillee mamber on 27 Apdl 2009 (Aodith,

&, Agkion Cabeer! became 4 commifes membar on 1 Februgry 2005 {Naominations and CSEA).

7. Sir Rod Eddington becams & cammittes member on 3 Septernber 2005 (Narmingtions and CSEA)
8. Faut Skinner ceasad 10 be g commities member on 7 Juns 2005 {C5EA),

9, Darvict Mavhew caased to ba & sormmitlae mamier on 37 July 2006 Audith,
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Femuneration report

Fevtreabiction

The board of Rio Tintc nas pleasure in prasenting the Remuneration

report to sharshoiders. The report covers the following information:

¢ 2 description of the Remuneration committee and its duties;

* = description of the policy on directors’, proguct group chief
axecutives’ and company secretaries’ remuneration;

s 2 résumé of the tarms of executive directors” and product group chief

axgcutives’ contracts and non executive directors' istlers of

appointment;

details of each director’s and product group chief executive’s

remmuneration and awards under long term incentive plans and the link

io corporate performance;

details of directors’ and product group chisf executives’ intarests in

Rio Tinto shares; and

graphs ilustrating Groug performance, including relative to the HSBC

Globat Mining Gampanies” index.

The Remuneration report forms part of the Directors’ report.

Hio Tinto is subject to a number of different reporting requirements
for the contents of the Remuneration report. The Australian
Corporations Act requires certain disclosures in respect of the five
highest peid executives below board fevsl, and Australizn and
Irternaticnal accounting standards (AASB 124 and 1AS 24 regpectively)
poth require additicnal disclosures for “kKey management persornel”.
The board has considered the definition of "key management personnel”
ard has decided that, in addition to the axecutive and non exacutive
directors, they comprise the six product group chief executives. In the
remainder of iis report, the executive directors and the product group
chief executives will colleciively be refarred 1o as the exacutives.

Frarpineration commithee

The fofiowing independent, non executive directars were members of
the Hemuneration commitfes during 2005:

* Sir Richarg Sykes {chairman)

s S David Clement

s Fichard Goodmanson

s Andrew Gould

s John Morschel it 28 April 2005)

The committee met four thmes during 2005, Members' attendance is set
cut on page 38. The committes’s responsibilities are set out inits Terms
of Heference which can be viewed on Fio Tinto’s website, They includs:
* recommending remuneration policy relating to the executives o the
board:

raviewing and determining the remuneration of the executives and the
company secretary of Rio Tinto plc;

reviewing and agresing management's strategy for remunsration and
conditions of employment for managers other than the executives:
monitcring the effectiveness and spproprisieness of general executive
remuneration policy and practice; and

recommending any changes to the chairman’s fees.

Jetfery Korturn, Group adviser, remunerstion, attends the committess
meetings in an advisory capacity. The chairman, Paul Skinner, and the
chief executive, Leigh Clifford, also participated in meetings at the
invitation of the committes, but were not present when issues relating to
thelr own remuneration were discussed. Anette Lawlass, the company
secretary of Rio Tinto ple, acts as secretary to the committes, but is not
present when issues refating 1o her remuneration are discussed.

i 2004, the cammittes appointad Kepler Associates, an
ncependent remuneration consultancy, o provide advice on executive
remunaration matters. Apart from providing spacialist remunaration
advice, Kepler Associates has no links o the Group.

To carry out its duties in accordance with its Terms of Heference, the
committee monitors glolbal remuneration trends and developments and
draws on a range of external sources of data, including publications by
remuneration consultants Towers Perrin, Hay Group ang Waison Wyadt,

Corporate Qoverrane

The committee reviewed #s Terms of Heference in 2005 and concluded
that, in the course of its business, i had covered the main dufies sat oud
in the Combined Gode, publshed by the UK Financial Heporting
Council, and Principle 2 of the ASX Best Practice Corporate
Governance Guidelines, and was constituted in accordance with the
requirements of the Code and the ASK Best Practice Corporate
Gavernance Guidelines.

The board considered the performance of the committes and
confirmed that the committee had satisfactory performed the duties sat
Ut in fis Terms of Refarence.

The 2004 Remuneration report was approved oy sharshoiders at
the 2005 annual general mestings.

[Ereresbhe rosrsayrsartiog

Board policy

Rio Tinto opearates it a globat markst, where it competes for a limited
resource of talented, internationally mobie executives. it recognises that
1o achisve its business objectives, the Groug needs high quality,
committed peopis.

Hic Tinto has, therefore, designed an execulive remuneration policy
to support its business goals by enabling i to attract, retain and
appropriately reward execuiives of the calibre necessary 1o produce very
high: levels of performance.

The main principles of the Group's executive remuneration policy are:
s o provide total remuneration which is competitive in structure ang
guantum with comparator companies’ practices i the regions and
markets within which the Group operates;

o achieve clear sfignment between total remuneration and delivered
business and perscnal performance, with particular emphasis on
sharehoider value creation;

o link variable slements of remuneration to the achisvemeant of
chaflenging performance criteria that are consistent with the best
interests of the Group and shareholdars over the shord, medium and
lorsy term:

o provide an appropriate balance of fixed and variabie remuneration,
and

o provide appropriate relativities betwesn executives gicbally, in order
o sUpport executive placements to meet the needs of the Group.

The compasition of total remuneration packages for senicr managament,
ncluding the remuneration of the company secretaries, is designed to
orovide an appropriaie balance between the fixed and variable
compaonents. This is in line with Fio Tintos stated objective of aligning
totad remuneraiion with personal and business performance. Details of
execuiives’ remuneration composition are set out in Takle 1 on page 46.
Executive remuneration is exglicitly related 1o business performance
through:
* the Short Term Incentive Plar, which is based on assessment of
personal performance as well as Group and refevant product group
underlying earnings and safety targets established by the
Famunaration commitfes each year,
the Share Option Plan and Mining Companies Comgarative Plan,
which ink vesting of options or shares to Fic Tinto total shareholder
return performance relative to that of ather naminated comparator
companies,

The Group's return to shareholders over the last five yvears is set cut in
the table on page 43.

Fresrninerstion componsnis

Base salary

Base salaries for executives are reviswed annually, taking into accourt
the nature of the individual executive’s role, exdermnal rmarket trends and
olsiness andg personal performance. The Hemuneration commitfas Lses
a range of international companies of a similar size, gicbal reach and
complexity to make this comparizon.

Fio Tintc 2005 Annual revise 3%



Farmnaration report eordinued

Short term incentive plan {(STIF)

STIP provides an annuad cash bonus opportunity for participants and is

designed to support overall remuneration policy by:

* focusing participants o achisving geals which contripute to
sustainable sharsholder value; and

* providing signifcant bonus differential based on performance against
challenging perscnal, business, and oiher fargets, including safety.

The Remuneration committes reviews and approves performance targets
and oibjectives for executives annually. Executive directors' STIP payments
are linked to three performance criteria: Group financial parformance,
Group safety performance and personal performance. Product group
chief execitives’ STIP payments are linked to Group and product groug
financial performance, product grous safety performance and personal
performance. Group and product groug financial performances is parity
measured on an actual underlying earmings basis and partly on a basis
normaksed for fiuctuations of market prices and exchange rates.

The target fevel of bonus for exacutives for 2005 is 80 per cent of
salary, the same as 2005, Executives may receive wp to twice their
target (ie up to 120 per cent of salary} for exceptional performance
against all criteria.

Detai relating to STIP awards for 2005 is on page 43.

Long term incentives

Shareholders aporoved two long term incentives at the annual general
meetings in 2004, the Share Opticn Plan and the Mining Companies
Comparative Pian.

Thase are intended to provide e Remuneration cormmitfes with a
means of inking management's rewards 1o Group performance. The
committes regards total sharehoider return (TSH} as the most
appropriste measure of a company’s performance for the purpose of
share based iong term incentives and a TSR performance measure is
therefore applied o both plans,

Share Option Plan (SOP)

Each year, the Mamunaration committes considers whether a grant of
options should be made under the SOP, and # so, af what level. In
arriving at & decisian, the committes takes into consideration the
personal performance of each executive as well as local remuneration
practica,

No opticns will become exercisable unless the Group has met
stretching performance conditions. In addition, before approving any
vesting and Frespective of performance against the respective
performance canditions, the Reamuneration committes retaing discration
to satisfy iteelf that the TSR performance is a genuine reflection of
underlying fnanciat performance.

Under the plan, approved by sharehoiders at the 2004 annual
gensral mestings, vesting is subject to Fio Tinto's TS equalling or
outperforming the HSBG Global Mining Index over a three-year
performance period. The HEBC Global Mining Index covers the mining
industry in 27 countries. Rio Tinto's TSK is calculated as a weighted
average of the TSk of Rio Tinto plc and Fio Tinto Limied. f TSH
performance equals the index, the higher of one third of the origina
grant or 20,000 options will vest {subject to the actusd grant Tevel not
neing exceeded). The full grart vests if the TSR perormance is equal to
or greater than the HSBC Global Mining ndex plus five per cent per
annurn, TSk performance at this level historically has been equivalent #o
the upper guartile of companies in the index, Between these points,
options vest on a sliding scale, with no oplions becoming exercisable for
a three year TSR performance below the index.

Options granted under the 2004 plan before 31 December 2008
will be subject 10 a single fixed base retest fve years after grant if they
hawe not vested after the initiat thres year performance period, with
options granted after 31 December 2006 not subject fo any retest.
These latter options will, therefore, lapse if they do not vest at the
conclusion of the three year performance pericd. Gptions granted
during 2006 will be the last which wil £e subject to a potential re-test.

40 Ric Tinto 2008 Annual review

Priar fo any cptions being released to participants for exercise, the
Group's performance againgt the criteria relevant to the S0P is
axamined and verified by the extarnal audiors, if Hio Tinte were subject
o a change of control or a company restructuring, options would
become exercisalzle subject to the satisfaction of the parformance
condition measurad at the time of he takeowver or restructurs.

Where an option holder dies in service, cualifying options vest
immediataly, regardiess of whether the performance conditions have
been satisfied. The estate will have 12 maonths in which to exercise the
options.

The maximurn grant under the SOP is three times salary, tased on
the average share price over the pravious financial year. Under the S0P,
no options are granted at a discount and no ameunt is paid or payable
by the recipient on receipt of the options. Executives may, howsver, be
granted options at a discount under the Fio Tinto Share Savings Plan,
described under ‘Share based rermuneration not dependent on
performance’ bhelow,

For SOP grants made prior to 2004;

» two thirds of options vest when growth in the Group's adjusted
Barr#ngs per share {under UK GAAP) for a three year performance
period is at feast nine percentage points higher than US inflation aver
the same pericd, as measured by the US Consumer Price indax;

» the balance of the grant vests when growth of at least 12 percentage
points above US infiation has been achieved;

» Hio Tinto performances is tested against the performance condition
after three years: and

» there is an annual retest on a three yeay rolling basis unill opiions fully
vast or lapse at the end of the aption peariod.

A remaining open options granted or this basis (under the Plan
approved in 1988) will have vested on oy before 7 March 2008,

Mining Companies Comparative Plan {MCCP}

Fio Tinte's performance share plan, the MCCE provides participants
with a conditional right to receive shares. The conditicnal awards wil
only west ¥ performance conditiohs approved by the committee are
safisied. Again, were there fo be a change of control or a company
rastructuring, the awards wowkd anly vest subject to the satisiaction of
the performance condition measured at the fime of the iakeover of
rastructuring. Additionally, if a performance pericd is deemed o end
during the st 12 months after the conditional award is made, that
award will be reduced pro-rata. These conditionat awards are not
pensionalbls,

The performance condition comparas Rio Tinto's TSH with the TSR
of a comparator group of 15 ofher international mining companies over
the same four year pericd. The composition of this comparator group is
rexviewed regularly by the commitiee to provide continued relevance ina
consalidating industry. The members of this group relevant to the 2005
conditionad award are fisted at the bottorn of the ranking table on
page 41. The comparatar graup for the 2006 conditioral award wil be
determined by the Remuneration committes prior to approving the
award.

The maximurn conditional award size under the current MCCF is
wo times salary, calculated using the average share price over the
pravious financial vear,

The following table shows the percentage of sach conditional
award which will be received by executives based on Fio Tinto’s four
year TSR performance relative to the comparator groug for conditionss
awards made after 1 January 2004

Ranking in comparator group
Percentage westing:
Tat-2ned 3rdl 4th Gih £th 7ih &lh Oth-16tn

150 125 W BIYS 675 5125 35 0




The historicat ranking of Ric Tinto in relation to the comparator group is
shown in the following tatie:

Ranking of Rio Tinto versus comparator companies

Feriad Fanking aut of 18 Farioc FRanking out of 16
15985 - 97 4 1898 - 02 3
15984 - 98 4 1895 -03 7
15985 - 95 2 2000-04 17
5986 - G0 2 2001 -0& 15
1987 - 1 2

Comparator companies for the 2005 Conditional Award were;
Alcan, Alcoa, Anglo American, Barrick Gald, BHF Biliton, Fresport,
Grupe Mexico, INGO, Newmont, Moranda, Pheips Dodge, Placer
Dome, Teck Comince, WMC Hesources and Xstrata,

Before awards are released to participants, the extarnal audiors and
Kepler Associates indepandently review the Group's TSH parformance
compearad 10 that of the comparator companies.

Awards are released to participants as either Rio Tinto ple or
Rio Tinto Limited shares or as an equivaelent amount in cash. in addition,
for MCCP Conditional Awards made after 1 January 2004, & cash
payment equivaiant to tha dividends that would have accrued on the
vested number of shares over the four year pericd wi be made to
executive diractors and product group ohief exacutives.

Shares to satisfy the vesting may e freasury shares, shares
ourchased in the markst, by subbscription, an, in the case of Hio Tinta
Limited, transfers of existing shares.

Post employment benefits

Under current pension arrangements, executives are normally expectsd
to retire at the age of 80, except executives with Austrafizn employment
cantracts, wha woulkd normally be expected toretire at age 62. In 2004,
Leigh Clifford's confractual retirement age was reduced from 62 1o 60,
with a corresponding change o his retirsment arrangamaents.

United Kingdom

Guy Elio¥ participates in the non contributory Fio Tinto Pension Fund, a
funded, Inlang Favenue approved, cccupational pension schems. The
fund provides both defined benefit andg defined contricution benefits. In
Aprl 2005, the defined benefit section of the Fio Tinte Pension Fund
was closed o new participants.

Guy Eliictt is 2 member of the defined bensfit section, accruing a
pensicn from normal retirement age at 60 of fwo thirds final pensionable
satary, subiect to compietion of 20 vears' service. Proportionally 1ower
oenefits are payable for shorter service o, ¥, having attained 2C years’
service, refirement is taken prior to the age of 60. Members of the
defined benefit section who retire early may draw a pension reduced by
approvimatsly four per cent a year for each year of sarly payment from
age 50 onwards. Spouse and dependants' pensions are also provided.
Pensicns paid from this section are guaranteed to increases annuaily in
fine with increases i the UK Retall Price Indax subjsct to a masdmum of
ters per cent per annum. Increases above this levet are discretionary.

Biuring 20056, no Company cash contributions were paid info the
Rio Tinto Pension Fund as the fung remained ully funded.

Hio Tinto has reviewed its pension policy i the light of the
legislation changes being infroduced from April 2006, which wil remove
the samings “cap” and introduce a Lifetime Allowance. The Rio Tinto
Pensicn Fund is being amended o incorporate & fund specific limit
equivalent o the earnings cap for s members previously affected;
unfunded bensfits will continue to be provided, where already promised,
on pensicnable salary above the iund specific §mit. Thers wil be no
charge to the pension promise in place for the current execltive
director, and the unfunded arrangemenis described above may be
wtilised to deliver this promise.

Australia

Leigh Clifford, is a member of the Fio Tinto Staff Superannuation Fund,
a funded supsrannuation fund regulated by Australian legisiation. The
fund provides both defined benefit and defined contribution benefits.
He is a defined bensfit memibser, accruing lump sums payable on
retirement. Hetirement benafits arg limited to a lumz sum mudtiple of up
to saven times final basic salary af age 62, although, as stated above,
Leigh Clifford will retire at age 60. For retirsment after £2, the benefit
increases to up to 7.6 times average salary at age 65.

Peath i service and disablement bensfits are provided as lump
sums and are eguai 1o the prospective age 65 refirement benefit.,
Proparticnate pensfits are also payable on termination of empiocyviment
for i health or resignation.

Executives are not required fo pay contributions. During 2005,
Company cash contributions were paid into the Rio Tinto Siaff
Superanruation Fund o fund members’ defined benefit and defined
contripution bensfits.

Cther pensionable benefits
The percentage of total remuneration which is dependent on
performance IS substantial, The committes considers it appropriate that
a proportion of this “at risk” pay should be pensionable. Annual STIR
awargs are pensionakble up to a maximum vatue of 20 per cent of basic
satary, For Australian participants this results in a defined contrbution
payment equivaient to 20 par cent of the pensicnable component of
STIP and does not impact the defined benefit compaonent.

The Remuneration cormmiffes has detarmined that for any new
executive directors, STIP will not be pensicnable.

Petaits of directors’ pension and supsrannuation entitiements are
get out in Table 2 on page 48.

Performance and non performance related remuneration

Totai remuneration is a combination of fixed and performance related
elernents, sach of which is described in this repaort. In addition, some
executives have specific arrangements for remurneration cutside the
performance and non performance relaiad remuneration. These include
expatriate’sscondment packages, which may include ifems such as
housing benefit, assistance with incremental school fees and tax
equalisation. Gther compensation includes medical insurance and the
provision of & company car and fusl, or an allowance in lisu. The total
remuneration for executives showr: in Table 1 includes these non
performance related items, which are speciiic fo the clrcumstances of
each executiva.

The performance related, or variable, elements are the short and
iong term incentive plans, which are #nked to achisvernent of business
and personal performance goals and are, therefore, “at risk”™. The rest of
the elements of the package are “fixed”, as they are not at risk, afthough
gsome, such as base salary, are also related to performance.

Exciuding post employment costs and expalriate secondment costs,
emplovment costs and other benstits, the proportion: of iotal direct
remuneration provided by way of variable components, assuming farget
iavels of performance, is approximately B8 per cent for #he chief executive,
G2 per cent for the finance director and betwesan 62 per cent and 63 per
cent for the product group chief executives. Variabie components
comoriss the Short Term incentive Plan, the Share Cption Flan and the
Wining Companies Gomparadive Plan (STIP SCP and MCCP). The actual
proportion of total direct remuneration provided by way of variable
components is set cut in Table 1 on page 46 and may differ from these
target percentages depending on Comipany and personat performance.

Share based remuneration not dependent on performance

Seniar management may participate in share and share option plans
that apply to all smployess at particular iocations and for which neither
grant or vesting is subject to the satisfaction of a performance condition.
These plans are consistent with standarg remuneration practice
whershy employeas ars offered shars and option plan participation as
part of their employment entitlerments in order to encourage alignment
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with the long farm perfarmancs of the Compary.

Executives emploved in the Ric Tinto plc part of the Group may
participate in the Fio Tinto plc Share Savings Plan, a savings related
plar which is open o employees in the UK and elsewhers. Under the
plan, paricipants can save up to $250 per month, or equivalent in focal
currency, for a maximuim of five years, At the end of the savings period
participants may exercise an opticn over shares granted at a discount of
up 1o 20 per cent to the market value at the time of the grant. The
number of options participants are entitled o is determined by the
option price, the savings amount and the length of the savings contract.
Mo consideration is paid or payable by the recipient on receipt of the
aptions. The UK section of this plan is inland Revenue approved.

Eligible Uk employees, inciudging some of the executives, may alsc
participate in the Fio Tinto Share Gwnership Flan, an inland Revenue
approved share incentive plan which was approved by shareholiders at
the 2001 annual general meeting and introduced in 2002, Under this
plar, participant employeses can save U o 0125 per month, which the
ofar administrator invests in Bic Tinto plc shares. Fic Tindo matches
these purchases on a one for one basis. In addition, sligible empioyees
may receive an annual award of Hic Tinto shares up o a maximurn of
five per cent of salary, subject o & cap of £3,000.

Executives emploved in the Ric Tinto Lirnited pert of the Group
may elect to participate in the Rio Tinto Uimited Share Savings Plan,
aise introduced in 2001, which is similar to the Rio Tinto pic Share
Savings Plan.

Service contracts
Each of the executives has a senice confract with & Group compary.
Full getails of remuneration provided during service are st cut in
this report.

i is the Groups policy that the service contracts of 2 executives
have no fixed term but be capabie of termination giving no more than
12 months’ notice. Notice periods for exscutives are as follows:

Notice periods

Meryie Dafer of Pitiese: Flesrrainizag
Agraamant period  ssrvics peicd
if kg tban
12 montis
Executive directors
Eeigh Ciifford 30 Mar 2005 12 months N2
Guy Eiott 19 Jury 2002 12 months INAA
FProduct group chief exscutives
Tom Albanese 3 Aug 2004 12 months N2
Praston Chiaro 30 Sep 2003 12 months INAA
Oecar Groeneveld 1 Oct 2004 12 morths N/A
Keith Johnson 12 Bar 2004 12 months I
Andiraw Mackenzie 4 hzy 2004 12 months NAA
Sam Walsh 3 Aug 2004 12 months INAA

Termination payments

Rio Tinto has retained the right to pay executives in lieu of notice. Given
the wide variety of possible ciroumstances ieading to early termination,
the executives’ service coniracts do not provide exglicitly for
compensation, but in the event of early terminaticn, i is the Group's
policy to act fairty i all circumstances and the duty to mitigate would be
taken into accournt. Sompensation would not provide unmerited revward
for poor performance.

Thare were no termination payments made in 2005, However, a
contractual payment was made to Christopher Fanwick, a former
product group chisf executive, who [eft the Group on 1 December 2004,
in respect of housing costs incurred as a conssguence of his relocation
during employment at the request of the Group. This payment is shown
in Tablz 1 as a termination benefit i 2006 as i was paid after he lgft the
Group.
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Shareholding polioy

In 2002, the committes decided that it would be aporopriats to
encourage executives o build up a substantial sharehoiding, aiming to
reach a halding equal in vaiue to two times base salary over five years.
Details of exacutives’ share interesis in the Group are set out in Tabie 3
on page 48.

Ferversrmeration peab iy BOOE

Performance of Rio Tinto, product groups and individual
executives

2005 was & year of generally very strong operaticnal performance and
was the second successive year of record resuits for the Group.

To illustrate the performance of the Companies relative to their
markets, graphs showing the performance of Hio Tinto plc in terms of
TSH over the last five years, compared to the FTSE 100 Index and
Fio Tinto Limited comparad to the ASX All Crdinaries index are
reproduced below. A graph showing Hio Tinto's performance relative o
the HSBC Global Mining Index is also included o illustrate the
performance of Hic Tinto relative to ather mining companies. The effect
of this performance on shareholder wealth: is detadied in the table below,

TSR (E) - Rio Tinto plc vs FTSE 108G
Totad returs: bagis Indesx 2000 = 100
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Rio Tinto shareholder return 2001-2005

Yisar Dividends Share price - Share price - Total
[ iy Tinke pals Riar Tinte Limitad - sharahoicer
curing DencE A% L
s yiar T&R)

1S certts
prar whvan 1Jan 3 Dec 1dan 31 Dec ke
2005 83.5 1,533 2685 3812 6200 775
2004 66.0 1,543 1533 3754 3802 1.7
2003 805 1,240 1543 3385 3754 27.9
2002 68,5 1316 1240 3721 33685 (2.3)
2001 585 1,178 1316 2844 3721 15.5

Rio Tinto Group and groduct group perormance during 2005, and over
relevant performance pericds ending at 31 December 2005, impacted
executives’ remuneration as follows:

Share based awards!

* MOCCP - Rio Tinto ranked fenth in the sixteen company comparator
group at the completion of ihe four-year performance period ending
31 December 2005, resulting in zero vesting of the conditionat award
made to executives who were directors at the dale of the conditions
award. This group included Leigh Clifford, Guy Ellict and Oscar
Groaneveld. The vesting shown in Table 4 on page 48, for other
product groug chisf executives, where relevant, is in accordance with
the performance condition apgplicabls to the 2002 award ang
represents 25 per cent of the origingl awards.

s S0P - Hio Tinto EPS growth over the thres years ending
21 December 2005 exceaded the lavel required by the applicabls
performance candition and this grant will vest in full on 7 March 2008,

Arnual cash bonus

Cash bonuses (STIP) in respect of the 2005 performance period, to be
paid in March 20068, are set out in Table 1 on page 46 and the
percentages awarded to each executive {or forfeited) are set ot in the
table o page 44. These bonuses were approved by the commitiss on
the basis of delivered performance against tnancial, safety and personal
targets and objectives for each executive.

Financial performance was assessed against underlying eamings
targets for the Group and refevant product group as established by the
committee at the commencement of the performance period. The
potential impact of fluctuations in exchange rates and soeme prices are
cutside the contral of the Group. The commiitee therefore camperes, on
an equal weighting basis, both actual results and underlying
performance. This approach is designed o ensure that the annual
ponus reflects financial results and addresses undetlying performance
excluding the ¥mpact of prices and exchange rates. The committes
retains discretion to consider underlying business performance in
deciding STF awards,

The safety measures included Groug or relevant product group lost
time injury frequency rates (LTIFF) and overall assessment of progress
against improvernent targets in other safety measures, including af Mury
frequency rates (AIFR). These measures are chosen as they reflect the
priority of safety at all Rio Tinto operations.

Parsonal performance targets and ofjectives wers established for
each execuiive at the start of the performance period. These comprise 2
palanced set of measures for sach individuad that reflect current
cparational performance, as well as progress on inftiatives and projects
designed to grow the value of each business unit and the Hic Tinto
portfolio. The targets and objectives chosen enable personal
performance and the benelfit accruing to sharshelders in the long tarm
to pe mirrored i each of the execuiives’ "at risk”™ remunaration.

To achieve linkage between business/financial and personalmon-
financial performance and remuneration, each exacutive director's STIP
payment is calcdlated as a percentage of salary in accardance with the
formula set out bealow:

Target Husinessa/financiat Parsonalnar financial
SR soore = 0% 0 133%,) fscore = 0% 1o 150%)
(B0%) 75% 255, Parsonal targets
X weightt weight x and ohieclives
GraLg Group
financil safety
resulis perfarnmancs

For each product group chief exacutive, STIP payments are calculated
as a percentage of salsry in accordance with the formula set out below:

Targed Husinesa/financia Persenal/non financiai
ETHP {soore = (0% 10 133%) {fscare = 0% to 150%)
{B0%) 40% 60% 25% 75%
X weighi weight X weight waight
GroLp Praduct Product | Pearsonat
financial Qroun ) fargets
rasults finarciat safety and
results oiiactives

The foowing is a surmary of the business, financial and safety STIP
remuneration outcornes for 2005, Full details of overall STIP autcomes
are listed below:

s Strong Group financial performance for 2005 resuifed in a STIP score
at the maximum fevel (133 per cent of target) for this component.

* Financial performance for each product group varied and the
Fermunaration committes approved STIP scores ranging from
80 per cent of target to 133 per cent of target (the maximum) for this
componant,

* Cortinued improvemeant in Group safety performance resulied in the
FRemuneration commitfes approving a score of 125 per cent of target
{rmaxirmuim is 133 per cent) for this component.

s Product group safety performance varied and STIP scores ranged
from 80 per cent of farget to 140 per cent of target fwhere
150 par cert is the maximum achievabis) for this companent.

s Toial STIP awards for exscutives ranged from 71 per cent to
106 per cent of satary (B3 par cent to 88 per cent of maxdmum).

Each of the resuits sat out below therefore refiect a second successive
year of record resuits, strong operational performance and portfolic
inifiatives to secure fulure value far the business across the Group.

Leigh Ciffford

* The comimitiee assessed persona performance as above targst and
the overall STIP award was 157.2 per cent of targs? (78.6 per cent of
MEimum).

Gy Elfictt

*+ The commities assessed parsona performance as above targst and
the overall STIP award was 170.3 per cent of targs? (85.2 per cent of
MEmum).

Tom Albansse

* The commitiee assessed product group fnancisd performance and
personal performance a5 above target and product group safety
performance at targst. The overall STIP award was 157.5 per cent of
target (79 per cent of maxmurn}.

Fraston Chiaro

* The comimitize assessed product group fnancial performance as
balow target and safety and personal performance as above target.
The overall STIP awarg was 120.2 par cent of farget (60.1 per cent of
M),
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Oscar Groeneveld

* The committee assessed product group financiasl performance and
personal performance as sbove target and safety performance at
fargat. The overall STIP award was 124.2 per cent of fargset
(62.5 per cent of maximumn}.

Kaith Johnson

* The committee assessed product group financiasl performance and
personagt performance as above target and safety performance as
betow target. The overall STIP award was 142.4 per cent of targst
(71.2 per cent of maximumn}.

Andrew Mackenzie

* The comimittee assessed product group financial performance as at
farget, personal performance as apbove target and safety performance
as below target. The overaf STIP award was 118.5 per cent of targat
(59.4 per cent of maximumn}.

Sar Waish

¢ The comimittes assessed product group financial and safety
performance and personal performance as above target. The overall
STIP award was 176.2 per cent of target {88.1 per cent of maximum},

Share based payment - long term incentives granted in 2005
Cptions over either Mio Tinto pic or Rio Tinto Uimited shares wers
granted fo each executive under the Share Option Flan on 8 March
2005, The Remuneration comimiffee reviewed the performance
condition applicable to this grant and confirmed that vesting will be
dependenrt on Fio Tinte TSH relative to the HSBC Global Mining Index
over a thres year performance period. Share aptions granted ars
included in Table 5 on page 51.

A conditional award of performance shares in sither Rio Tinto ple or
Rio Tinto Limited shares was made to each executive under the MCCP
on B March 2005, The Remuneration commities reviewsad the
parformance condiion appicable o the conditionat award and
confirmed that vesting will be dependent an Rio Tinto TSH relative to
15 ofher mining companies.

The percentages of maximum bonuses made in respect of 2005
and granis vested in respect of performance pericds ending
31 December 2005, a5 well a5 the percentages forfeited because the
refevant Company or individual did not mest the performance criteria
required far Ul vesting, are as follows:

Bonuses and granis made during or in respect of 2005

ST Cash’ S0P Opliong®  MOCP Sharsw®
4 of % of B3 Y Hy B
MK maxgmen vested  foreiter]  wested  otferied

wesied  forfsited
FHobert Adams? 50.0 50.0 100 - 423 BYY
Leigh Cifford 78.6 21.4 100 - - 1C0
Gy Eiott 852 14.8 100 - - 100
Tom Albanese 7%.0 21.0 100 - 25 75
Preston Chiaro 601 30.9 100 - 25 75
Oecar Groeneveld 62.5 37.5 100 - - 100
Keith Johnson 71.2 28.8 100 - 25 75
Andraw Mackenzis® 55.4 40.6 MNAA NAA NAA NAA
Sam Walsh 8581 1.9 100 - 25 75

1. Paid i March Z006 in respect of 2008,

2. Wesling of 2003 grand in March 2006,

3. vesling of 2002 Conditional Averd i Falrusry 2006,

4. Robert dams' condiional award wasted on 8 pro-rats basis seflacting hig period
of employrmient,

L Andraw Mackenzia joined in 2004 aflar the 2003 208 and 2002 MOCP awards
prad been mscs,

£

The estimated maximur and minimem: tolal value of bonuses and share
and opticn based compensation for the 2008 financial vear are set cut
oelaw,
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Minimum and maximum total bonuses and grants 2006

ST Casht S0P Options MCCE Bhares
Patergial rangs of % of March % of March
horus pavnerss in 2006 salary™ 2006 satary™

Merch 2007 in

ragpect of 2006
Idin Alea hiry e hiri e

Lias [Bic
Leigh Cifiord - 1,835,136 - 300 - 200
Guy Efliott - 1161216 - 200 - 143
Fom Albaness - 948000 - 300 - 200
Praston Chiaro - 720000 - 300 - 200
Oscar Groanaveld - 1,141,820 - 200 - 145
Keith Johnson - 756,864 - 200 - 143
Andraw Backenzie - B39.808 - 200 - 143
Sam Walsh - 1,054,080 - 200 - 140

. Based on exchange rate £1 = US$1.728 and A%1 = USS0.732.

. Grant 7 Conditional Award based on the sverags share prics daring 2006,

S0P Options o be grarded in 2006 may, subject (o achiovament of the
performancs condtion, vest iy 2009, with 4 potantial re-test in 2311, The
fhaxirmuim vakse of thess options al e date of vesting would be caiculated by
rrislfiglying e nomber of vasted options by the iptrinsic value st that time e the
differrarics Detwesn the aption exerciss price and the cuprenl market price].

- MCCEP performances sharas (o e granted in 2008 may, sabject 10 achisverment of
fhe performance condition, west in 2010, The maximum value of these sharas al
e date of vesting wouly be caloclated by muitiplying the nuerdsr of vestad shares
by Ehier indrinsic waine ab that e e the cuprend market prcs plus, the valus of
dividends *aamed" an the vested shares during the performance pedad).

L Iy —

ey

Ewtarrel appeiertenbs

Execuiive directors are likely to be invited to become non execltive
directors of cther companies. Rio Tinto belisves that such appoiniments
can broaden their experience and knowiedge, 1o the benefit of the
Group. it is Group poficy to i executive directors’ exdermal
directorships to one FTSE 100 company of equivalent and they are not
affowead 1o take an the chairmanship of another FTSE 100 comgpany. i
eddition the chairman of Ric Tinio is not permitted io take on the
chalrmanship of ancther FTSE 100 company, or aquivalent.
Consequently, where there is no likelihood that such directorships will
give rise to conflicts of interests, the board will normally give consent o
the appointment, with the director permitied 1o retain the fees earned.
Details of fees earned ars get out in the notes to Table 1 on page 46.

Coolvpnaryy seoretary ramuneration

The board palicy described above appiies to the company secretary of
zach of Rio Tinto glo and Rio Tinto Limited. The secretaries participate
in the same performance based remuneration ssrangamenis as the
axecutives, The individual performance measures for the secrelaries’
annual cash bonus comprise company and personal measures. Thelr
persochnal measures reflected the key respensibiities of the company
secretarisd role and included enswring compliznce with regulatary
requirements, oversight of good corporate governance practice and the
provision of corporate secretarial senvices,

ey and vor execitive direckor remuneratios
Remuneration policy
Feflecting the board's focus on fong term strategic direction and
corporaie performance rather than short farm results, remuneration
for the chairman and non executive directors is structured with a fixed
fee compenent only, details of which are set out below and i Table 1 on
page 46. The board as a whole determines non executive directors’
fess, although non executive directors do not vots on any changes to
iheir own feas. Fees are set to refiact the responsipiities and fime spant
by the directors on the affairs of Fio Tinio, To reflect the commitment
axpected from direciors, as wel as market practice for similar
companies, non execuiive directors' base fees wers increased from
50,000 to £60,000 in late 2005, the first such increase since 2001,

it is Rio Tirto's policy that the chaiman shoulg be remunerated on



a competitive basis and af a level which reflects his contribution to the
Group, as assessed by the baoard. The chairman is not present at any
discussion regarding his own remuneration. He does not participaie in
the Group's incentive plans or pension arrangements.

Letters of appointment

MNon exacutive directors have formal letters of appointment setting out
thelr duties and responsibities. These letters are availabls for inspection
at Fic Tinto plo’s registered office prior 1o the annual general mesting
and at the mesting itseif. Each non executive director is appointed
sulect 1o periodic re-election by shareholders as detailed on page B2,
There are no provisions for compensation payable on fsrmination of any
non execuiive dirscter’s directorship.

The chairman’s letter of appointment summarises his duties as
chairman of the Group and was agreed by the Hemuneration
committee. it stipulates that he is expected o dedicate at least thres
days per wesek on average to carry out these duties. The letter
envisages that Paul Skinner will continus in the role of chairman until he
reaches the age of 65 in 2002, subject to re-election as a director by
shareholders, sithough ihe appointment may be terminated by either
Rio Tinto or Pac Skinner giving six months' notice. Other than in this
case, there is no provision for compensation payable on farmination of
his chairmanshio or directorship.

Remuneration components
The foiowing table sets out the annual fees payable io the charman and
the non executive directors in $/AS as appropriaie.

Asat Ag sy
3 Sec 2005 1 Jan 2005
Base fees:
Chairmar: CA00,000 £550,000
Other directors £60,000/ 50,000/
AF160,000 AS125,000
Additional fees:
Senior indepandent direcior 35,000 30,000
Audit committes chairman £20,000 20,000
Audit committes memiber £10,000 £10,000
Remuneration cormimitiee chairman £15,000 15,000
Femuneration cornimittes member £5,000 £5,000
Commmittes on social and enviranmental
accountability chainman £10,000 -
Commmittes on social and environmental £3,000/
accountability member AFT 500 -
Overseas meeting allowances:
Long distance {fights aver 24,000/ 24,000/
10 hours per journey} AS10,000 AF10,000
Medium distance (flights of £2,000/ 2,000/
5-10 hours per journey) AF5,000 A%B,000

Mo additional fes is payails 1o the chairman or mambers of the
MNominations commitffes although: this arrangement remains subsject to
review and wil depend on the volume of committes business going
forward. inlight of the increased volume of committes work, it was
decided in June 2005 to introduce a £10,000 fes for the chainman of the
Committee on social and environmental accountatdity and a £3,000 fee
for mempers.

Fio Tinto does not pay retirement banegfits or allowances to the
chainman or non executive directors nor do any participate in any of the
Group’s incentive plans. Where the payment of stafutory minimum
supersnnuation contributions for Australian non executive directors is
required by the Australian supsrannuation guarantee legisiation, these
contributions are deductad from the directors' averall fee erditlerments.

Remuneration paid during 2005

Details of the nature ang amount of each slement of remuneration paid
t the chairman and non executive directors during 2005 are set out in
Table 1 on page 46. No post employmeant, long term or termination
payments were paid and no share based paymenis made.

Directors’ total remuneration as defined under Schedule 7A of
the Companies Act 1985

2005 2004

LSS 000 LISE000
Chairman
Paut Skinner 1,043 563
Non execidive directors
Ashton Calvert 132 -
Vivisnne Cox 107 -
Sir David Clement 138 110
Lecr Davis 2} 275
Sir Mod Eddington A3 -
Sir Richard Giordanc 80 191
Richard Goodmanson 127 g
Andrew Gould 142 110
Lord Kerr 130 115
David Mayhew 122 122
John Morschel 43 155
Sir Richard Sykes 188 127
Lord Tugendhat - 37
Executive directors
FHobert Adams 220 1,777
Leigh Clifford 3,083 3,150
Guy Elictt 1872 1,781
Oscar Groenaveld - 1,215

Savrstaat germrat meetings
Shareholders wilf be asked to vote on this Hemuneration report at the
Companies” forthcoming annual general meetings.

By order of the board
Anette Lawless
Secretary

Remuneration committas
24 February 2008
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Tabales 4 -~ Totad remumerstion of divsctors and product group ohiet executives

Brimary Equity

Shart lenm empioyes Denefts and costy

CHlvar long Walug o shars based swards’

lerm baerstits

Bass Sash Oibgr cgaly  MNon-Monslasy  Sssondmenl  Empslow Lo BACTET SR ool
aalary taonsg i tagrsfibs® cosls® syt sEnics® THivers®
Stated in US$'000° [ LEg EE VJSE LSg UES (Wi LSS LISE
Chairman
Paul Skinner 1,017 - 31 H - 133 - - - -
Non executive directors
Ashton Calvert Hi) - 31 - - 7 - - - -
Wivienne Cox*™ 100G - 7 - - 13 - - - -
Sir David Clamenti 123 - 15 - - 18 - - - -
Leon Davigt 54 - - - - 5 - - - -
Sir Hod Eddington™ 35 - 8 - - 5 - - - -
Sir fHichard Giordano™* &1 - 7 - - 8 - - - -
Richard Goodmansan 12 - 15 - - - - - - -
Andraw Gould 135 - 7 - - - - - - -
Lord Karr 15 - 15 - - 15 - - - -
Cavid Mayhew 108 - 15 - - - - - - -
Jahn dMor: 43 - - - - 2 - - - -
Sir Richard Sykeg® 174 - 15 - - - - - - -
Executive directors™*
Robert Adams -
Flanning & Develcpmant’ 76 38 102 4 - 125 - 1,155 582 }
Laigh Cliffard —
Chisf Execufive™ 1,452 1,348 31 5 160 363 - 1,651 1,277 2
Guy Elictt — Ainance 923 506 27 a8 - 256 - 881 480 1C
Product group chief executives™
Tom Albanese -
Copper & Exploration 730 682 - a5 932 32 - 821 £80 14
Preston Chiarc — Energy 537 393 21 12 1,050 B4 - 852 343 14
Gscar Grosnsveld —
Alurmiriom 853 642 - 121 138 129 - 57g A7 2
Kaith Johnson - Diamonds 607 488 13 22 - 148 - 473 203 8
Andrew Mackenzie -
industial \Minerals 583 466 1% 2% - 124 - 414 232 7
Chris Renwick -
fron Ore (retired)? - - - - - o - - - -
Sam Walsh - fron Ore 807y 828 - 75 a2 130 - 530 334 3
2005 Remuneration {US$'000} 8,956 5,802 an 314 2,372 1,685 - 7,256 4,499 &1
Short term employee Long Share based
2005 Totals benefit and costs 19,500 term - awards 11,816
2004 FHemuneration [USE000) 8,255 5,688 255 77e 3,183 1,984 1,325 3,337 6,582 59
Short term amployes Long Share based
2004 Totals pensfits and costs 22,150 term 1,325 awards 5,888
Notes
1. The sotad regmuneration is reported in US dedlars. The amounts with the exception 8, The vakse of share basad awards has bean determingd in accordance with fhe
of thg anrual cash bonus, can be corverted info slerling 28 the rate of 1LSE = racogrition and measurernent requiraments of FRS2 “Share-based Payment”, The
£0.5401 or alfernatheedy Fro Auslzsian dollars st the rale of 1085 = A51.3111, fair verlue of awards grantec under the FHio Tinte Shass Option Flan {the 308, the
aach being the average sxehangs rate for 2005, The annual cash bonus is Share Savings Plan {tha S3P) have bean caleuiated atl their dates of grant using an
payable ander e STH and this may be converied at the 2000 year end sxchangs inclapendeant latfics based option valustion mockel prosdoed by axdema consuttants,
rate of 1USE = £0.5787 10 ascoriain the storling ecuivaiers ar allermatiuly, Lans Clark and Paacock LLR The fair value of dwards granted unday the Mining
1USS - A% 1.3852 to caleuiate the Australian dolar value. Comparies Comparative Plan {he MOCP) fas been based on the market prica of
2. Other cash bassd benafils holudes car, fush, overseas mesting alowancss and shares al the messurermnent date acdiusted (o reflact the number of awards
ca in lisu of holiday paid 10 the agtate of Roberl Adarms who died on 27 January expecied (o vest based on the carent and anticipated refalive TSR perdformance,
2005, The armouris shown a8 paid to non exacutive directors ralate entively o Thie riar executive directors do not gadicipate in tha long e incentive share
Ouirgeas Mmedting allowances. Mo monstary beneflils inclede heathoare, 401K seharnss,
conbritsutions in the LS, the provigion of & carn annwal iedve accruals and o The number of conditionasl shars swarded o ewcutive directors ancd prodact
professonal advice, groug chief executives under the MOCE for the twelee montf period ending
30 Secondment costs compriss housing, education, fax equalization and refocation 31 Secembar 2005 are shown under Tatde 4 of this reporl, The MOCP s stated
payments mads 10 and o bekalf of executive directors and product groug chief under primary armolumernts (o reflact fhe treatrment of the plan ag & cash setlied
executives fiving outside thedr hame cooniry, share hassc payraent.
4, Employment costs comprise sosial secuwrity confributions and accident insurance 8, The award of optians o executhe directors under tha S0P and 559 during the
pariarriueTss in the UK and LS and payrcll Baxes in Aostraiia paict by the ampioyer a8 twehvr ronth period ug 1o 31 Decamber 2000 are shown in Tabde & of this report,
a direct additional cost of hire, 9. Other share based awards refers to tha Bio Tinte Al Employes Shase Ownarship
5o A payment in respect of long servics feave 18 paid 1o Australian axaecutive diractors Plan whare LUK executive directors and produst group chisf executives arg

ancd prodact groups chiaf axecutives on retirermnent. Cheiglophesr Bemeick raceivesd
such a payment whan he retirad on 1 Decarmber 2004, N other long terrm benafil
typse peyrnents have been mads in the pariad,
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bereficianies 10 feo shares up {0 @ maxirm vaius of £3000 [ US55 5,483 ) and
may aslso sonlsbute {6 purchase addifionsl shares whare the Cormgany wilf slse
mateh helr personal cortbutions up to s maxiowm of T3 530 USS 2,732 ) per



Tabsde t - Total rersimeration of diveotors and product groun ohie? oecutives foontinued

Post employment

Fost srpiovmienl sosts™

Gthar benefits
Termisefion bensfls

Famursration mixt Toda! rerreneralion

........ bt Fosl asrics Gifts'* Fisedl o % Al-fskoag % Opions as % rlant 2004 Durrenoy
: fetes LoEls | ITIErLE E005 Toial S5 Toal Tolar of el
Stated in USE 000 [N UGG LSS UGG LGS uss Les SIS
Chairman
Paul Skinner - - - - - 100.0 - - 1,182 1,085 T
Non executive directors
Ashton Calvert™ - - - - - 100.0 - - 139 - A%
Wivianne Cox - - - - - 100.0 - - 120 - T
Sir David Clementt - - - - - 100.0 - - 154 123 T
Leon Davigh - - - - 1 100.0 - - 100 289 T
Sir Fod Eddington™ - - - - - 100.0 - - 48 - T
Sir Richard Gicrdano®** - - - - 12 100.0 - - a8 214 T
Richarg Goodmanson - - - - - 100.0 - - 127 8 e
Andrew Gould - - - - - 100.0 - - 142 110 T
Lord Kerr - - - - - 100.0 - - 145 128 T
David Mayhew* - - - - - 100.0 - - 123 110 £
John Morschel ™ - - - - 1 100.0 - - 46 163 A%
Sir Richard Syles' - - - - - 100.0 - - 189 132 T
Executive directors'™
Robert Adams -
Flanning & Development® 2 - - - - 16.0 84.0 275 2,114 3,686 T
Leigh Clifford -
Chief Executive™ 317 58 - - - 36.2 83.8 18.0 6,704 8,511 T
Guy Elictt — Finance 4403 - - - - 41.8 ER.2 12.3 3,897 3,079 T
Product group chief executives™
Tom Albanese —
Copper & Exploration 167 13 3 - - 46.9 53.1 168.5 4,110 4,043 USH
Preston Chiaro — Energy 142 12 B - - B7.Z 42.8 10.6 3,246 2,595 USE
Cacar Groenaveld —
Alurniniinm 181 18 - - - 467 533 14.5 3,150 2,383 A%
Keith Johnson — Damonds 312 - - - - 48.6 5.4 2.9 2,284 1,712 T
Andrew Mackenzie -
industrial fviinerals 333 - - - - 6.1 43.9 4.2 2,217 TAY £
Chyis Manwick —
fron Ore (refired)® - - - 1,115 - 100.0 - - 1,225 4,506 AR
Sam Walsh — fron Ore 200 - - - - 41.5 5B.5 12.2 3,151 3,130 A%
34,701 35,764

2005 Remuneration 2146 101 9 1,115 14
2005 Totals Post employment costs 2,256 Termination 1,129 34,701
2004 Remuneration 2127 166 8 - -
2004 Totais Post employment costs 2,301 Termination - 35,764

annura. Uncer thess plans Fobert Adame meahvect £338 (USS616), Keith Johrwon
recaived ©3 500 (USEE 37 4), Andrew Mackenzie received 03, 7ED (US36,829 and
Gy EFicdt receied ©4 BOD IUSEB,195) Armerican product groug chiel executives
rescaive & Comgany matching of personal contribation for shares under the US
A0 K arangsmants op 1o a maximur of 5312660, The Gompany malched
persansl contritudions 1o the Tolowing values: Tosrs Albansss (US512,6000 and
Preston Chigro (USS512,083).

. The costs shown for defined beneft pension plans and post retivement medicsl

benefils are the sendee costs stnbutabls 10 e indivicasl, cafoulated in
accordances wilh IASTE The cout for defined conlrbation plans 4 the amourt
cortributadd by the yaar by the comgany

. Rermunaration rmix shows the proportions of total remungration comprising fixed

ane varisble pay componants and the parcantage of falsl remureration comprising
shars aptions onby, Fixed pay s represented by bage salary, non fsonatany and
oiher cash Banefits, sacondmerd and srngiowment costs, post employment costs,
termiination beredils and voluntary share basaed awards as datailed in Note 9,
Warisble pay iz made gp of the cash borus ancd the values of the share tased
avertds refated 10 comparsy perfommanses,

. The comparative total figares in respect of 2004 have been restated foliowing the

ragnee T Inlarnationat Fnancial Reporting Standards. In sarvmany the majos
changes are the clusion: of employment costs and e recaleulstion of post
amployraent costs and the vakue of shars bassd awards an an annoal basis,

. Beveral of the non executive directars held their pesitions for leas than the

whole financiz vear The foliowing drectors wers agpolnted during the period.
Aghton Calvert an 1 February 2006, Wadanne Gox on 1 February 2005 and

14,

ok
o

16,

i,

18,

5,

Sir Fed Eddington on 1 Seplember 2006, S Bichard Sykes bocarms the senior
gy execaive director following Sir Fichard Giordano's ssiremen in Apei 2005,
The folicwing cireclors ratired on 29 Apl 2006, Leor Dads, Sir Fichard Giordano
anwt Jobn Morschel

hessrs Deng, Giordano and Morsched received roliremsnd oifts valued st USE80T,
USET1.987 and USEE91 respectively, These gifts are shown i the “ermination
bersefils” colurme.

. Dawid Meyhew resignad froms tha Aol cormitea on 31 July 2009, The fees

cizclosed above nciuds T4,167 {LISS7.589) paid o 5P Morgan Cazenowe for Wr
Mayhene's gontinuecd atendance at Sudlt cormmmittes meetings after this cdate in
the capasity of an advisor, In 2004 & tofal of £ 6,645 [USS12,164} refating 1o
sravalling expenses 10 atlend the Sustraban AGM ware incorrectly disclosed ag
part of pis tokad base satary Sgure, The corect base selary igure shogld have
b statad as US5110.000.

DCraich Mayhaes’s foog were paid 10 3P Morgan Cazenave and Sir Richard Sykes'
fons weord paid Lo Imperdal Golieoe,

Exeeutivis ciraclors have agread 1o wavg any fees recabable froms subsidisey and
associated companiss, Mo sech emokanents were paid by subsidizy o
associated conmpaniss i respect of executive diseciors during the peroc 2004:
by directors waived LSS$53,022),

In ther course of tha vesr Leigh Clifford recaived LISS110,025 i reapact of hig non
P Tirdo relatec directarships.

With the sxception of Rebed Adarms who diesd on 27 January 20056, all execstive
chirectors and product groun chiel executhes el thelr positions Tor e entire
regxarting periccd,
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Franneineralion report Gontinued

Tabde - Pdrectors’ pension entifiements {as at 31 December 2005)

Acorusd bensfits Trawsler valses®
Ags Al Ad Changs in Slsange i Al Al
abar 21 December  ancruscd bensf: ancrusd bensfi 51 Decemiber 3 Oecambser
200 G008 during s year sgt of indslion 2004 2006 aordribicns
anclsc 51
Crzcermntaer 2005
. EH00 e 00 pa 00 pa 00 2a OG0 g a0l EH300
UK directors prEnEion [ oo [
Robert Adams? 53 34 389 351 z2 2 7.465 7ET3 108 41
Guy Eiliott 50 25 256 251 35 29 2815 3,781 865 385
. . AEO0E AE0D AFODG ARGOD ASTDE0 ABDOG AE00 AEGOD
Australian director Ly sUssr Lz S Lussigs uim Lty s
Leigh Clifford™ 58 35 12,026 13,3147 1,121 {534) 12,026 13,147 1921 {534)
Notes
1. ASTE.B38 was credited (o the account belonging to Leigh Clifford in the Rio Tinta 3 Transler valuss are calouiatect in a manger consistent with "Retirernant Benesdit
Slafl Superanmuation Fur in relation 10 the superanmosble elerment of his 20085 Sohernes - Transfer Valuss (GN 1) publishec Dy the Instituts of Acluariss and the
parformEnces Bonus, Faculty of Actuarias and dated 4 August 2003,
2, T changs in sccruaed benefil net of inflation for Leigh Cifford is the changs net of 4, Rokert Adams died on 27 Jangagy 2006, The 2005 figuses show his acerued
the Fio Tinto Staf Supersnnoation Fund’s investasent return anc afiowing for banafits to 27 January 2006, and ransfer value calcuiated at thal date.

cortritsutions tax,

Tabde 3 - PHrectors’ and product groun ohde? executives” benefioks! interests in shaves®

ey Tindss ol Moy Tindes Larrfed [ =i}
1.dan 31 Dao 10 Fai 1an 31 Dec 10 Fedy Exercize of  Comgansation® Oither®
2005 2005* 200 2005 2005* 2008 Opaticrs®
Directors
Robert Adams® 72,243 72,243 MAA - - - - - -
Ashion Calvert® - - - - - - - - -
Sir David Clementt - - - - - - - - -
Leigh Chfiord 2,100 2,100 2,180 50,206 91,255 91,255 952 - -
Wivienng Cox’ - 381 381 - - - - - 381
Leon Davig' 6,10C £,100 5,100 167,253 187,293 187,283 - - -
Sir Fod Eddington’ - - - - - - - - -
GLy BEliott* 42,888 47 827 47,847 - - - 4,007 952 -
Sir Richard Giordana: 1,085 1,085 1,065 - - - - - -
Richard Goodmanson - - - - - - - - -
Andrew Gould 1,000 1,000 1,000 - - - - - -
Lerd ¥err 2,300 2,300 2,300 - - - - - -
David Mayhew 2,500 2,500 2,500 - - - - - -
Jahn Morschel - - - 2,.00C 2,000 2,600 - - -
Paul Skinner 5,277 5,405 5,409 - - - - - 132
Sir Fichard Sykes 2,422 2,482 2,482 - - - - - G
Praduct group chief executives
Tom Albaness® 22,023 23,261 23,791 - - - 530 - 1,238
Preston Chiaro® 4,858 60,762 &0,762 - - - 55,272 632 -
Cacar Groenaveld’ 18,010 3,000 3,000 (16,010
- 62,125 79,602 73,502 - 16,771 606
Kaith Johnson® 1,507 2,236 3,334 - - - 1,078 755 -
Andrew Mackenzig® 33,000 32,197 35,217 - - - - 268 949
Sarn Walsh - - - 4,645 85,570 7,648 1,078 1,824 101
Notes
1. Mobert Adami died on 27 angary 2000, Ashion Cabaerd aned Viviense Cox wire &, Sharas moverment due to gale o porchase of shares, or sharas moaived under the
appainled non executhve directors on 1 Fabruary 2005, Leor Davis, Sir Richard Divicderd Feimvestmeant Flan,
Glordano and Jopn dMorschet retired on 29 Aol 20056, Sir Bod Eddinglon was T Oscar Groeneveld resioned s a director on 1 October 2004, whaen his polding in
appeinad @ nog axecutive director on 1 Septemiser 20060, Fier Tirgo pie shares was 19,010 and bis hodding in 2io Tirgo Limied was 32012
2. O chate of appointment ¥ later, shares.
3. Or chale of retirerent or regignation 3 eardier, 8, These execulives also R an darestin a frugt fund cantaining 8356 Rio Tinto pic
4, Shares oblained through the exerdise of aptions under the Fio Tido Share Savings shares al B Decarnber 2006 (3 January 2005: 5,219 Rie Tinlo ple shares) as
Fhags ar the FBie Tinto Share Option Flan, Tee romber of shares relained msy differ potential beneliciares of The Rie Tinte Share Ownarship Trust. At 10 February
Trarn the number of options exercised. 2006 this trusl fond contained 835 Fio Tinlo ple sharss,
5, Shares oblained through the Fio Tinte Stare Ownarship Flan andsor westing of 9, Shares in Bo Tinte ple are ordicany shares of 10 pence sach, Shares in Rie Tinte
awarcks under e Mining Sormganies Comgsarative Flan, Lirnitsect are crcinary shares.
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Talbde 4~ Sewarcks o axecutive directors sl product grovg ofided oxecutives wuncler fores torms incenthe plans

Executive directors
FBobert Adams®

Laigh Chifford

Cialy Ellintt

kdinisg Cornparies Compasaliee Plas

Flzn LErms sncd condbong

Product group chief executives

Torr Albanese

Hreston Chiarc

Oizcar Grognevald

fgith Johinson

Andrew Mackenzie

Sarm Walsh

See Notes on page 50.

ondilicos Fdarlet Fusrded Lapsed Wiated! 31 Deov Feriorancs Dt skl Pzl
SArL arice i 2005 periol A prce vitlug of
AArd LonGhIcEs veals  alwvesting vested seerd
55000
13 Mar 2002 1424p 25084 - 12532 12,532 — 31 Dec 2005 28 Jan 2008 2456p
T ohar 2003 1188p 26837 - 13418 13,419 — 31 Dec 2008 28 Jan 2008 2456p
22 Apr 2004 1276p  B4.372 - 38341 14,031 — 31 Dac 2007 28 Jan 2008 2956p
108,273 - 81,20 44,852 -
13 Mar 2002 AZ38.60 34438 - 34435 - = 31 Dac 2005 - - -
P Mar 2003 AZ30B6% 36,341 - - - 36341 31 Dec 2008
22 Apr 2004 AZ33.17 118,581 - - - 19,881 31 Dec 2007
9 Mar 2005 AB47.39 - 113,324 - - 113,324 31 Dec 2008
190,357 113,324 34,435 - 280,246 -
13 Mar 2002 1424p 18,038 - 16835 - = 31 Dac 2005 - - -
T ohar 2003 1188p 22023 - - - 22623 31 Dec 2008
22 Apr 2004 1278p  51.550 - - - 81,850 31 Dec 2007
9 Mar 2005 1830p - 51,081 - - 51,081 31 Dac 2008
91,408 51,081 16038 - 128,554 -
13 Mar 2002 1424p 20160 - 15327 5,042 ~ 31 Dec 2005 17 Fel 2008 2867p 282
T ohar 2003 1188p 19274 - - - 19,274 31 Dec 2008
22 Apr 2004 1278p 58018 - - - 86,015 31 Dac 2007
9 Mar 2005 1830p - 55951 - - 85851 31 Dac 2008
05,458 55981 15127 8042 131,240 282
13 Mar 2002 1424p 7934 - £.0581 1,983 — 31 Dec 2005 17 Fel 2008 2867p 29
T ohar 2003 1188p 7382 - - - 7382 31 Dec 2008
22 Apr 2004 1276p 48008 - - - 46,595 31 Dec 2007
9 Mar 2005 1830p - 42,3581 - - 42351 31 Dac 2008
62281 42,381 5051 1,883 S6,698 ey
13 Mar 2002 AZ38.60 20322 - 20322 - = 31 Dac 2005 - - -
P Mar 2003 AZ30B% 21469 - - 21462 31 Dec 2008
22 Apr 2004 AS33.37 43783 - - - 43,785 31 Dec 2007
9 Mar 2005 AB47.39 - 45,024 - - 45,024 31 Dac 2008
884576 45024 20322 - 110,278 -
13 Mar 2002 1424p 5,984 - 4488 1,456 — 31 Dec 2005 17 Fel 2008 2867p fia!
7 har 2003 1188p 3188 - - - 8,188 321 Dec 2008
22 Apr 2004 1276p 30,387 - - - 30,387 31 Dec 2007
9 Mar 2005 1830p - 335488 - - 334856 31 Daec 2008
44557 33556 4488 1,456 722G 75
13 Mar 2002 1424p - - - - - 31 Dec 2005 - - -
T har 2003 1198p - - - - — 31 Dec 2008
22 Apr 2004 1278p 18270 - - - 168,29C 31 Dec 2007
9 Mar 2005 1830p - 37638 - - 37838 31 Daec 2008
18,270 37,638 - - 83,808 -
13 Mar 2002 A%38.60 18627 - 1247 4,156 - 31 Dec 2008 17 Feb 2006 AP 165 220
P Mar 2003 AZ306% 16,854 - - - 16,884 31 Dec 2008
22 Apr 2004 AF33.37 38,023 - - - 38023 31 Dac 2007
9 Mar 2005 AB47.39 - NM3ve - - 41176 31 Dac 2008
1834 N3FE 1247 4,188 46,083 220
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Femunaration repor continued

Notes to Tabie 4

i

The Group's 10th place ranking against the cormparator groug for the MOCR 2002
awsard will ot genarate ary vesting of the concditional award Lo any pariciant who
was & executhe cirscior s the time of the nitial grant. Howeser, product group
chisf execatives, under this parlioular avels, will quadity for & 25 per canl vasting
Based on fhe soalas appiisd 1o conditional awards made prior Lo 2004,

. Robert Adars digd on 27 January 2005, Mr Acdans's MOCR shares vested on

28 January 20056 based on the assurnption: that 8io Tirgo achisved medan
ranking on gach of the guistanding perdormance cyoles. This fed o a 50 per cant
visling i respect of the 2002 and 2008 sweards and a 35 per canl weating in
rsspact of the 2004 dward, His personal represeniatives had one wasr 1o decide
whather b0 take shares or cash. A decision 10 take cash in lisu of shares wag
maade on 25 Jancary 2008 and the micdle market price of Bio Tiedo ple shares
that day of 28560 was vsed (o calouiate the cagh paynest.

. Aweardds denceinated in pence wers in Bio Tinto ple crdingny shares of 10p sach.

Aveards denaminated in A% were n Rio Tinto Limited ordinary shares,

. The fair value of conditionsl awards grared in 20085 was 703p for Fia Tinto plo

and AS18.15 for Rio Tinto Limited shaoss.

. The walues of the vested swards have bean based on g share price of 2B67 for

Rio Tinto ple ordinary shares of 10p sach and AS71.65 for Rio Tiro Limited
orcinary shares, being the claging prices on 17 February 2006, The amourit in US
dallars has bear: corwaried from sterding at thea rate of 1.7406 and Aastradian doflars
at tha rafe of 07382, baing the exchangs: rates st close of business onthal day

Notes to Tabie §

i

-

5,
5.

Thie Rie Tirto ple Sharg Option Plan PRTPS0OP, Fie Tinlo Limited Share Option
Plary RTLEOP", Rio Tieto ple Share Savings Plan FRTPSSP" and Fio Tinto
Lirr#ted Shire Savings Plan FRTLSSP" grant options over ordinary shanes,

Fir Tiedo e - ordinary sharss of 100 each slated in pencs steding: Hio Tirdo
Lirrfled ordinary shares - stated in A% Each oplion i granted over one share,

. The clesing price of Rio Tinto ple ordinary shares at 31 December 2005 weis

26550 {2004: 1533p) and the cosing prica of Rio Tirdo Limiled shares at

31 Decomber 2000 was ASEE.00 (2004: AS3EA2Z) The highast and [owest prices
during lhe year were 26570 and 1472 respacthely Tor Rio Tinte ple and A355.10
and AB3F.52 for Fio Tinte Limited,

. The aption price represents the exercise price pavable on the options. No amourt

wis paid or pavable by the recipient @ the dake of grant, No amounts ars unpaic
on any shares sllocated on the exercisge of e options.

. Mo eptions lapsed during the vesr,

O at date of retirement or resignations ¥ earliern

Iy accordance with the P ruies, Robert Adams’ sutstanding options bedcaimes
asrcisabie with imyediate affect fokowing his death, Hig award of options under
the 2004 grard was reduced by 17,881 10 59,818 options,

50 Ric Tinto 2008 Annial review

o,

The shares awardsd undey the MCCP 2001 fast year wasted on 21 February 2005
o, &8 the perfarmance cyele ended 31 Decarnber 2004, they ware deall with in
the 2004 Arncs! report and francial staterrants as if they had vestad on that
date, The wakies of the awards i the 2004 Anncal Report and finarncis statements
weirts bhasecd on a share price of 16870 being the closing share prics an

14 February 2005 for Bie Tinte ple shares, the iatest practicable date prior (o the
pubdcation of the 2004 Annual reoort and fnancizd statements, The actual share
priee an 21 Februany 2005, when the dard vestad (0 Guy Bt was 1755 whils
ary 25 Janeary 2008 when the cash payment was osade 1o tha astate of Boberl
Adarss i weas 28550 with e resull that the values of the swards had Boon
anglerstaed in respect of Guy Eliolt by US51,288 and Robart Adams by
LiES835,521,

. Ledgh CEfford was given a congitional awasd ower 113,324 8o Tirgo Limdled shares

duriryg the year, These swards wers apiroved by the shareholdars ender ARX
Listirg Fule 10,14 at the 2004 annual general mesting.

- Conditionsd awards ams dwarded 51 no cost 1o the reciglen and ne ansount

AnEing unpsic o any shires grasded. No awards would be wssted and
wraxercisatie al the reporting date,
A full explanation of the MCCE can tw found on page 40,

L O s the date of resignition of retiremerns i eartier,

7. Linder the plang o options would be wasted and unexerciaable st the reporting

dike,

o Tre value of options exercisact during 2006 iz cafculated by mustiphing the nunser

af aptiong exerigad by the differences babaaan the market price and tha agtion
ofice on dale of exercisg,

. Thae fair value per optian, grartsed doring 2005, af date of granl was 68 foltws:

FTRSEP threa wear cordract 8880 and Thve year Ccortracl S48 RTLESP thred vear
confract AFZ0.98 and five year confract AS23,18; FTRESOP 400p; RTLSOP
ASE.93. On 7 October 2005, Andrewe Mackanzia was granted a v vesy option
wnder the BTPSEF anct Sarm Walsh was grantscd & thrag vesr option under the
FTLESR, The RTREOM and HTLE0OR options wers grantecd on 9 March Z005,

L 40,216 phantom options over Fio Tirso pic shares wera granted (o

Aecirew Mackerszie sl a price of 1329 per sharg, exercisatds bebedan 22 April
2007 and 22 Apl 2014,



Chpstion 1dan Gramed Yested  Exerciasd Wested 31 Dec Option, Wathse of Market Draste froms Expiry dexte

3 2005 durinig ancd 2005 farice oplions gwics on wehich firsg

2005 exearcisatis aerciged cate of exarcisable

an 31 auring el
Dec 2005 2005°

Fobere HIPSER 585 a5 595 S8 CE617.00 1h3d0 1.an 2005
Ackarng 431 431 431 B780 - 28 Jan 2005 27 Jar 2006
FTRS0OR 21,085 21,480 21,080 GBS A 28 Jan 2005 27 Jan 2006
100,268 100,268 100,268 12658 - 28 Jan 2005 27 Jar 2008
91,324 91,320 91,320 145080 £906,095.28 2484y 28 Jan 2005
114,014 - 104 114,0%4 12830 £1,502, 110.04 2484y 28 .Jan 2005

00 558819 58,815 13290 PRO0 L0945 2484y 28 Jan 2005
Laigh RTLEER Qg 959 G55 ASZTES ABI0G23.01  ARIDES 1.an 2005
CRffeared 1,488 1,488 AF20.04 1 Jdan 2810 30 Jurs 2010
RTLS0R 52,683 - - 52,683 0Z.B83 AS23.4582 - - 28 May 2002 28 May 2000
59,318 - 59,318 08,318 AB24.068 - 7 Mar 2003 7 Mar 2018
29,660 - 268580 29,660 25,660 ABZ4.068 - 7 e 2005 T Mar 2018
241,430 - 241,430 241,430 241430 A$33.0108 - & Mar 2005 & Mar 2011
208,882 208,552 208,882 208,082 ASI9.8708 - 13 dar 2005 13 Mar 2012
254,132 - - 204132 ABIRE35 - 7 dar 2006 7 Mar 2013
179,37C - - 178,370 AB3AA0G - - 22 Apr 2007 22 A 2014
189,537 185,887 ABAT 042 . G Mar 2008 9 Mar 2015
£ o Davis RTLS0OP 93,975 93,9758 93,878  AS23.4582 28 day 2002 28 May 2008
Caesy Efictt HIPSER 1,431 1431 0T 1 Jan 2009 30wy 2009
FTRS0OR 3,807 - 3,807 3,807 GBS A CIA20.73 195 7 e 2005
13,432 - 13,432 13,432 126550 C9Y 70437 050 & Mar 2005
61,703 61,703 61,703 1,700 1458 80 - - 13 Mar 2005 13 Mar 2012
q7.387 - - 97,387 1203 - - 7 dar 2006 7 Mar 2013
pcds sl s = T3.700 13200 B - 22 Apr 2007 22 Apr 2014
- P2 ETR - F2.972 182621 . S Mo 2008 9 Mar 2015
Tarn HIPSHEP 530 - - - 530 1500 - 1 Jan 2006 7 dan 2006
s FTRS0OR 11,142 - 11,142 11,142 520¢ - - 27 May 2001 27 May 2008
12,382 - - 12,382 12,382 3088 - - 12 Mar 2002 12 Mar 2009
FRECH - - FREE 7530 SESE A3y g T e 2003 T Mar 20108
3,765 - 3,766 3,765 3,786 GBS A - 7 e 2005 T Mar 2018
102,718 - 102,718 102,718 102,718 126550 - & Mar 2005 & Mar 2011
125,335 125,336 125,336 125,336 1458 80 - - 13 Mar 2005 13 Mar 2012
139,165 - 135,165 12830 - 7 ddar 2006 7 Mar 2013
84,028 - 84,020 13200 - - 22 Apr 2007 22 Agr 2014
- B3G5 83,5926 132624 G Mo 2008 9 Mar 2015
Prasion HIPSHEP 460 - - . 480 12770 1 dan 2007 30 Jun 2007
Chiara FTRS0OR 18,021 14,021 8200 ER44 16004 2344y 27 May 2001
42,300 - - 42,200 3088y B649,380.60 2344y 18 Mar 2002 -
28,883 - 28,853 SELAr B3OV TEV.AG 2344 7 Mar 2003 -

14,427 14,427 14,427 SBL4e  B198,850.62 2344g 7 e 2005
38,024 38,024 38,024 126580 £410,050.82 234dg & Mar 2005
J4.515 34,515 34,518 145880 £305,550.81 2344y 13 Mar 2005
A7 60 - 37180 1203 - 7 dar 2006 7 Mar 2013
70,450 - 70,440 13200 - - 22 Apr 2007 22 Agr 2014
- B3 527 63,527 182624 S Mo 2008 9 Mar 2015
Crtar HTLEER 1,431 - 1431 AZZTAS 1 Jan 2005 30wy 2009
GGroesneneict RTLS0R 18,771 - 6,771 14,771 - ASPAOED ABALEFOSEZ  ARLT4R 7 e 2005
80,920 - 20920 80,920 BOG20 ASRE.0108 & Mar 2005 & Mar 2011
73,065 73,965 73,565 - ARIQAETHE  ARBL423G.58 ARDT AR 13 Mar 2005
90,080 - 90,080 AZE3.335 - 7 dar 2006 7 Mar 2013
62,600 - 62,600 AEE4A0G - - 22 Apr 2007 22 Agr 2014
- 584,321 64,321 AZAT. 042 S Mar 2008 9 Mar 2015
Heith HIPSEP 1,078 1,078 8700 - 1 Jan 2006 30 Juys 2006
Johson FTRS0OR 3,885 - 3,555 3,885 3.855 GBS A - 7 e 2005 T Mar 2018
11,867 - 1,867 11,667 11,687 126550 - & Mar 2005 & Mar 2011
10,555 10,595 10,545 10,585 1458 8 - - 13 Mar 2005 13 Mar 2012
18,231 - 16,231 1203 - 7 dar 2006 7 Mar 2013
43,500 - 43,500 13200 - - 22 Apr 2007 22 Agr 2014
- A7 EA7 47,837 132624 . S Mar 2008 9 Mar 2015
Aridrew HIPSER - 1,021 - - - 1.021 15700 = - 1 Jasn 204 30 Jugy 2011
Mackanzio® RTRSOR - b3769 53,780 132624 S Mar 2008 9 Mar 2015
Sarm Walsh RTLEER 1,078 - 1.078 AT2E.57 - 1.Jan 2006 30 Jury 2006
8] - 601 AZ40.92 - 1 Jan 2005 30 Jur: 2009
RTLS0R 49,983 A5G 983 49,983 49583 ASIZ.006 - & Mar 2005 & Mar 2011
60,154 60,194 60,154 60,194 ASIQETOE - - 13 Mar 2005 13 Mar 2012
75,863 - 75,8653 ASE3.335 - 7 dar 2006 T Mar 2013
54,400 - 04,400 AZE4 400 - - 22 Apr 2007 22 Agr 2014
- bB823 - SB.B23 AZAT. 042 . G Mo 2008 9 Mar 2015

See Notes on page 50.
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Corporate governance

The directors of Hio Tinto believe that high standards of corporate
governance are critical o business integrity and performance. The
following report descripes how this philosophy is apglied in practice.

As Fio Tinte's thres main listings are in London, Melbourne and
MNew York, the directors have referred to the Combined Code, published
by the L Financial Meporting Gouncll (the Code), the Australian Siock
Exchangs (ASX} Best Practice Corporate Governance Guidelines and
thie New York Stock Exchange (NYSE) Gorporate Governance Listing
Standards, as well as the Sarbanes-Oxley Act of 2002, when
formulating this statement.

During 2005, Fio Tinte appéied the principles contained in Part 1 of
the Code. The detsiled provisions of Section 1 of the Code have been
complied with as described below. Rio Tinto also complied with the ASX
Best Practice Corporate Governance Guidelines. A siatement on
compliance with the New York Stock Exhange's Corparate Governance
Listing Standards is set out on page 54.

Thes Bomre

The Comparies have commaon boards of directors which are collectively
responsiole for the success of the Group and accountable to
sharehoiders for the perfarmance of the business. Throughout the rest
of this report, they wif be described as the board.

Thea board currertly consists of 12 directors: the chairman, two
axacutive directors and nine non executive directors. The Nominations
comimiffes continually assesses the balance of execuiive and non
axacutive directors and the camposition of the board in terms of the
skiffis and diversity reguired 1o ensure it remains relevant in the current
amvironment. The skills, experience and expertise of each director
fogether with their terms in office ars shown i the biographical details
on pages 34 and 35,

The role and responsibilities of the board

The roie of the board s o provide the Group with good governance and
strategic direction. The board alse reviews thes Group's cantrol and
accountability framewsork, The directors have agreed o a formal
schedule of matters specifically reserved for decision by the board,
including strateqy. major investments and acouksitions. The full list is
avaitable on Fio Tinlos website,

Hesponsibility for day to day management of the business lies with
ihe executive team, with the board agresing annusd performance targets
for management againet the Group's financial plan. The board is
ultimately accountabiz to shareholders for the performance of the
business.

To ensure an efficient process, the board meets regularly and in
2005 had eight scheduled and three special meetings. Details of
directors’ attendance at board and committes meetings are set out in
the Directors' report on page 38.

The board has regifar schedied discussions on aspects of the
Group’s strategy and, in #ne with best practice, a dedicated annual two
day maeting ai which in degth discussions of Group strategy take place.

Directors receive timely, regular and necessary managemant and
other information to enable them to fulfl their duties. The board has
agreed a procedurs for the directors 10 have access to independent
professional advice at the Group's expense and o the advice and
services of both company secreiaries.

in addition fo these fonmal processes, directors are in regular
communication with senior executives from the product groups, at
both formal and informal mestings, fo ensure regular exchangs of
knowiedge and experience between management and non
axacutive directors. To continue building on the formal induction
programmes, which all new non executive directors undertakes, they
are encowraged to fake every opporiunity o visit the Group's
operating fooations.

The chairman alse hoids regulsy mestings with non executive
directors without the executive direciors present,
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Board performance
In 20085, the board conducted a further formal process to svalualie its
effsctiveness and that of the beard committees and individual directors.

Each director’s periormance was appraised by the chairman and, in
a mesting chaired by the seniar norn executive director, the non
executive dirsctors assessad the chairman's performance, taking inta
consideration the views of executive colleagues.

The evaluation process takes place annually and aims to cover
board dynamics, board capabiity, board process, board struciure,
corporate governance, strategic clarity and alignment and the
performance of individual directors. The directors believe that, through
this evaiuation process, they comply with the requiremnents of Clause
ALG of the Code, Principle B of the ASX Best Practice Corporate
Governance Guidelines and the retevant sections of the NYSE Code.

Independence

The beard has adopted a poficy on directors' independence. The policy,
which contains the materialily thresholds approved by the board, can be
viewed on the Rio Tinto website.

The fests of director independence in the jurisdictions where
Fic Tinta is listed are not whelly consistent. The board has, therefore,
adopted the following criteria for indepandence: independence of
management, the absence of any business relationship which couid
materially interfere with the director’s independence of judgement and
ability to provide a strong, valuable coniribution to the board’s
deliberations or which could interfere with the directar’s ability to act in
the best interest of the Group. Where contracts in the ordinary course
of business exist between Ric Tinto and a company i which a directar
has declared an interest, these are reviewed for materiality to foth
Companies. Applying these criteria, the board is satisfied that the
majority of the non executive directors, Sir David Clementi, Sir Rod
Eddingion, Bichard Goodmansen, Andrew Gould, Lord Kerr, Sir
Richard Sykes, Ashton Calvert and Vivienne Cox are independent.
Davict Mayhaw, whao is chairman of one of Fie Tinto plc’s stockbrokers,
is not independent.

Paul Skinrer was, undl his appointment as chairman in 2003, an
independent, non executive director in compliance with the Code. He
satisfies the tests for independence under the ASX Best Practice
Corporate Governance Guidelines and the NYSE Code.

The directors' piographies are set out on pages 34 and 35.

Election and re-election

Directors are electad by shareholders at ihe first annual generat
mestings after their appointment and, affer ihat, offer hemsehes for
re-election &t least once svery three years, Non execuiive directors are
nosmally expected to serve at least two terms of three years and, except
whare speciat circumsiances justly i, would not normally serve mare
than three such terms.

Chairman and chief executive
The rofes of the chairman ang chief executive are separaie and the
division of responsipiBties has been formally approved oy the board,

Erarel cormnbbiens
There are four board commitiees, the Audit committes, Remuneration
commitfes, Nominalions cormmities and the Commitfes on social and
envirohmental accountabiify, Each committee plays & vital roie in
ensuring that good corporate governance is maintained throughout the
Group. Committee tarms of reference are reviewead annually by the
board and the committees themsehies 1o enstire they continue to be at
the forefront of best practice: and are posted on the Group's websiiz,
Minutes of aff committee mestings are circulated fo the board, with oral
reports at the next board mesting. Al cammittes memtbers are non
axgcutive directors.

The Audit comimiffes’s main responsibilities includs the review of
aocounting principies, policies and practices adopted in the preparation
of public financial information; review with managemeant of procedures



refating o financial and capital expenditure contrels, including internal
audit plans ang reporis; review with exdernat auditors of the scope andg
resulis of their audit; the nomination of auditors for appoiniment by
sharaholders; and the review of and recommeandation o the board for
approval of Rio Tinto's risk management policy. its responsibiities aiso
inciude the review of carporate governancs practices of Group
sponsored pension funds. The committes has a number of trairing
sessions which may cover new legistation and other relevant
information. The external auditors, the finance director, the Groug
controfer and Group internat auditor attend mestings. A copy of the
Audit committas charter is reproduced on page 57 and can be found on
the Fio Tinto websita.

The Audit committes is chaired by Andrew Gould and its membears
are Sir David Clementi, Vivienne Cox and Larg Kerr, David Mayhew
attends in an advisory capacity.

The Aemuneration committee is responsible for determining the
policy for executive remuneration and for the remuneradion and benefiis
of individual exscutive directors and senior execltives. Full disclosure of
aif elements of directors” and relsvant senior executives' remuneration
car be found in the Remuneration report on pages 39 io 51, together
with details of the Group's remuneration policies. The committes is
chaired by Sir Hichard Sykes and its members are S David Clementi,
Andrew Gould and Richard Goodranson,

The Nominations comimitfes is chaired by the chairman of
Rio Tinto, Paul Skinrer. The committes is responsible, on behaif of the
ooard, for ensuning that a sutable process is in place to meet the
recruiment reguiraments of the board. i reviews the mix, structure and
experience of the board ang the desired profiles of potential candidates
for mambership. in consuliation with external search consultancies it
oversees the review and recruitment process to meet vacancies as ey
arise. The recruitment process #eslf includes identification of suitable
candidates, followed by a formal assessment of each candidate, ieading
to & final sefection process. Proposals for new membpers ars submitted
to the full board for approval,

The comimittes alsc reviews the thme required o be comimitted to
Group business by non executive directors and assesses whethar non
executive directors are devoting sufficient time fo carry out their duties.
Ir addition to Paul Skinner, the committee consists of Ashion Calvert,
Sir Red Eddington, David Mayhew and Sir Hichard Sykes. Under the
Code, two members of the comimittes are not considered independent:
Paul Skinner, folflowing his appointment as chairman, and David
MWayhaw. The Code specifically allows the chaimar: to chair the
MNominations commiffes, but, nevertheless, the committes
composition is not fully afgned with recommended practice in the
UK. The board takes the view, howewver, that the skills and experience of
the members of the committes makes the current cormposition bath
efficient and sffective.

The Commities on social and envircrmmental accountabity reviews
the effectiveness of management policies and procadures in place to
deliver those standards in The way we work, Fic Tinlos statement of
olsiness practice, which are not covered by the other board
commitiees and, in particular, thoge relating o heafth, safaty, the
environment and social issues. The overall oijective of the commities is
to promoie the development of high quality business practices
throughout the Group and to develop he necessary clear accountability
o these practices. Members of the committee, which is chaired by
Richarg Goodmansan, are Ashion Calvert, Sir Fod Eddington and
Lerd Kerr.

Executive directors’ other directorships

Executive directors are likely to e inwited to become non executive
directors of other companiss. For full details of the Group policy and
fees, see page 44 and pages 46 1o 47,

Frractors’ deafings by shares
Rio Tinio has a Group palicy in place to govern the dealing in Rie Tinte
securities by directors and employees. The poficy, which prohibits

dealings wher in possaession of price sensitive information and shortly
before a results anncuncement, can be viewead on the Fio Tinto welbsite,

Crermrrnioation

Fio Tinto recognises the importance of effective commurication with
sharsholders and the general investment community. To ensure
shareholders are kKept informed in a timely manner, the Group has
adopted an Extemnal disclosure guidance, which is posted on the
website appended to the Corporate governance guidance.

n addition to statutory documents, Fio Tinto has a comprehensive
welsite featuring in depth information on health, safety and the
snvironmeant, as well as general investor information and Group policies.
Fesults presentations and other significant events are available as they
happoen and as an archive on the website,

The Groug also produces a range of informative publications, which
are avaiable on request. For further detais, see page 64.

Fut advaniage is taken of the annual general mestings to inform
sharsholders of current developmenis and 1o give shareholders the
opportunity 1o ask guestions. As recommended by the ASK Best
Practice Corporate Governance Guidelines, Fio Tinio Limited's external
auditor attends the annual general meeting and is available to answer
shareholder questions apout the conduct of the audit and the
preparation and content of the auditor's report, Hio Finto Limited
sharsholders are aiso abie to submit writter guestions regarding the
statutory audit report fo the auditors via the Gompany. Any questions
received and answers provided will be made available to the members
at the Rio Tinte Limited annual general meeting in May 2008. Hic Tinto
pics auditors wil as usual attend the annual general meeting in London
and will be availlable 1o respond 10 audit related sharshoider questions.

The main channels of communication with the general investiment
community are through the chaiman, chief executive and finance
diractor, who conduct regular mestings with the Compardes” major
shareholders. The senior independent director and other non executive
directors are alsc available as appropriate.

The Groug organizes regular investor seminars which provide a twao
way communication with invesiors and analysts; the valuabls feedback
is communicated o the board. An annual sunvey of major sharsholders’
opinian and perception of the Group is presented to the board by the
Group's #westor relations advisors.

Staternent of Disiness prachos

The way we work provides the directors and all Group emplovees with
a sumimary of the principal pdlicies and procedures in place o help
ensure that high governance and business standards are
communicated and achieved throughout the Group.

kain policies are adopted by the directars after wide consultation,
axtarnally andg within the Group, Once adogpted, they are communicated
o business units worlkdwide, together with guidance and support on
implementation. Business units are then required to devote the
necessary effort by management {0 implement and report on these
policies,

The following policies are currently in place: sustainable
development; health, safety and the enwironment; communities; himan
rights; access fo land; employment; political invoivernent; and business
intagrity: while guidance documenis have been issued for corporate
governance; compiance; external disclosures, including continucus
disciosure, antifrust and code of ethics covering the preparation of
financial statements and risk analysis. These policies and guidances
apply to &l Rio Tinto managed businesses.

There is also a Groupwide “whistie blowing” programme calied
Speak-OUT Employess ars encowraged to report any cancerns,
including any suspicion of & vialation of the Group’s financial reporting
and environmental procedures, through an independsnt third party and
without fear of recriminadion. A process has been estaplished for the
investigation of any matiers reported with clear lines of reporting and
rasponsibility in each Group husiness.

Whera the Group does not have aparating responsibiity for a
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business, Hio Tinto's policies are communicated to the business
pariners andg they are encouraged o adopt similar policies of thelr own,

#io Tinto’s report on social and environmental matters follows the
Association of British Insurers’ guidelines. This report can be found on
page 56 to 58 of the Tl Annual report and financial statements, and on
the Company's website. Detalls of the Group's overall and individual
businesses’ social and environmental performance continue to be
pubfshed on Rio Tinto's website and in the Sustfainatfe development
review.

Hesponsibdities of the directors

The directors are required fo prapare firancial statements for sach
firancial pericd which give a true and fair view of the state of affairs of
the Group as at the end of the financial pariod and of the profit or joss
and cash flows for that period. This includes, in respect of Ric Tinto plc,
preparing financial statements in accordance with UK company law
which give a frue and fair view of the state of the Cornpany's affairs, and
for preparing a Remuaneration report which includes ihe information
reguired by Part 3 of Schedule 7A o the UK Companies Act 1885 and
Australian Accounting Standardg AASE 124 "Helated Party Disclosuras”
Details of the directors' respaonsibilities in respect of Rio Tinto Limited
are set out on page 31, To ensure that these requirements are satisfied,
the directors are responsible for establishing and maintaining adequate
internai conirols and procedures for financial reporting throughout the
Group.

The directors consider that the financial statements present a true
and fair view and have been prepared in accordance with applicatle
accounting standards, using the most appropriate accounting policies
for Rio Tinto's business and supported by reascnable and prudent
judgements and estimales. The accounting policies have been
consistently applied.

The directors have received a written: statement from ihe chisf
axacutive and the finance dirsctor to this effect. In accordance with
ASX Best Practice Mecommendation 7.2, this written statement relies
on a seund systemn of risk management and internal compliance and
controls which imgplements the policies adopted by the board and
confirms that the Group’s risk management and internal compliance
and conirol systerns are operating efficiently and effectively in all
maierial respects.

The directors, senior sxecutives, senior fnancial managers and
other members of staff who are required o exarcise judgement in the
course of the preparation of ihe financial statements are reguired to
conduct themsehes with integrity snd hanesty and in accordance with
the ethical standards of their profession andfor business.,

The directors are responsibie for maintaining proper accounting
records, in accordance with the UK Companies Act 1985 and the
Adgtralian Corparations Act 2001, They have a general respansibility far
faking such steps as are reasanably open 1o them to safeguard the
asaets of Group and to prevent and detect fraud and other irregularities.

The directors are also responsible for the maintenance and integrity
of the Group's website. Legislation in the UK governing the preparation
and dissemination of financial statements may differ from legislation in
other jurisdictions. The work carried out by the auditors doss not involve
consideration of this and, accordingly, the auditors accept no
responsiiity for any changes that may have cccurred to the fnancizgd
staiamenis since thay were intially availabie on the website,

Chedig conoem

The financial statements have been prepared on the going concem
basis. The directors report that they have satisfied thamselves that the
Cornpaniss and the Group are a going concern since ihey have
adequate financial resources to continue in operational existences for the
foreseealls future.

Erermrele’ staternent on idernal controd

Rio Tinto's overriding corparate objective is o maximise iong term
sharehoider value through responsitle and sustainabls investment in
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mirdng and related assets. The directors recognise that creating
sharehoider value is the reward for taking and accepting risk.

The directors are responsibie for the Group's system of internal
controls and for reviewing its effectivenass in providing sharehoiders
with a return on their investments that is consistent with a responsitle
assessment and mitigation of risks. This includes reviewing financial,
operational and comgliance controls, and risk management procedurss.
Because of the limitations inherent in any such system this is designed
o manage rather than eliminate risk. Accordingly, # provides reasonable
but not absclute assurance against material misstatemsant or loss.

The directors have established a process for identifving, evaluating
and managing the significant risks faced by the Groug. This process
was in place during 2005 and up to and including the date of approval
of the 2005 Annual report and financial sfatements. The processis
reviawed annualily by the directors and accords with the guidance set
out in Internal Control: Guidance for Directors an the Combined Code.

Two of the Group's managemnent committess, the Executive
commiffes and the Disclosures and procedures committes requiarly
ravigw information retated fo the Group's controt framewerk. This
information is prasented o the Audit committes to enable iis members
o assess the effectivenass of the internal controls. In addition, the boarg
and their committess monitor the Group's significant risks on an
ongoing basis,

Assurance functions, including internal auditors and health, safety
and environmental auditors, parform reviews of control activities and
provide regular written and oral reports fo directors and management
commitiees. The directors receive and reviaw minutes of the meetings
of each board committes, in addition 1o oral repons from the respective
chairmen at the first board mesting foiowing the relevant caommittes
mesting.

Certain risks, for example natural disasters, cannat be mitigated o
an accepiable degree using internal controls. Such major risks are
fransfarrad to third parties in the nlernational nsurance marksts, to the
axient considered appropriate.

Each vear, the leaders of the Group's businesses and administrative
offices complete an internal conirol guestionnaire that sesks to confirm
that adequatz internal controls are in place and operating effectively. The
results of this process are reviewed by the executive comimittes and i is
then presented to the board as a further part of thelr review of the
Group's internal controls. This process is continually reviewed and
strengthened as appropriate.

in 2002, the Group aiso established a Disclosuwre and procedures
commitfes, which was iasked with reviewing the adequacy and
effectivensss of Grolup controls and procedures over the public
disclosure of financial and related nformation. The committee has been
prasanting the results of this process 1o the directors and will contirue
o do s0.

The Group has material investrnents in a number of icint ventures
and associated companies. Where Hic Tinto does not have meanagerial
contral, it cannot guarantae that local management of mining assets wil
comply with Rio Tinto standards or objectives. Accargingly, the review of
their internal confrols is less comprahensive than that for the Group’s
managed operations.

T Moy York Stock Euohange

In Nowember 2003, the SEC approved the new corporate governance
listing standards of the New York Stock Exchangs (NYSE) The
Compary, as a foreign issusr with American Depositary Shares fisted on
the MYSE, is obiiged to disclose any significant ways in which its
corporate governance practices differ irom these standards.

The Company has reviewsd the NYSE's listing standards and
befeves that its corporate governance practices are broadly consistent
with them, with one exception where the Company does not mest the
strict requirements set cut in these standards.

The standards state that companias must Have a nominating’
corporate governance committes composed entirely of independert
diractors and with written terms of reference which, in addition ta



igentifying individuals gualified o become board mempers, develops
and recommeands to the board & set of corporate governance principles
applicabis to the Company. Mio Tinto has a Nominations comrmities,
information about which is set cut on page 53. This commitiee does not
dewelop corporate governance principies for the board’s approval. The
toard itself performs this task and approves the Group's overall system
of governance and internal controls.

Maesy Seatond corporslis governanos shalemend

Rio Tinto Umited is listed with the ASX and New Zeafand Stock

Exchange ("NZX"), which both have thelr own corporate governance

rules. As an "overseas listed issuer”, Rio Tinto Umited is deemed to

satisfy the NZX rules while it remains ASK listed. Additionally the NZX
rules require Hio Tinto Limited to disclose in its annual report any homs
exchange corporate governance rules and principles which materially
differ from thoee of the NZX. Although the ASX corporaie governance
guidelines are substantiaily the same a5 the NZX regime, the following
differencas may be considered matsrial:

s The Australian equivalent of a number of the NZX rules including
restrictions on buy backs, financial assistance and rules governing
auditors are contained in the Corporations Act 2001 rather than in the
ASX Listing Rules.

* The ASX guidslines extend bayand the NZX rules to spacifically
address risk management, internad controls and stakeholder
interasts and reguire the public disclosure of internal policies and
procedires.

s The ASX guidelines recommend that a majority of directors must be
independent whareas the NZX rufes require one third of directors and
al least two directars to be indegpendent. indespendence is defined
sirnilarty under both rules but there are differences.

s The ASX Listing Fules do not require sharehoider approval of major
fransactions and related party transactons to the extent required by
thes NZX rules.

Despite these regulatory differences, the directors believe that

Rio Tinto Limited’s corporate governance practices are consistent
with the intentions undartying the NZX Garporate Governance Best
Practice Standards.

Eririetmnt sucitors

Rio Tinto has adopted palicies designed to uphald the independance of
the Group’s principal auditors by prohibiting their engagement to provide
a range of accounting and other professional senvices that might
compromises thelr apooiniment as independent auditors. The
engagement of the Groug's principal auditors to provide statutory acdit
senvices, certain othar assurance senvices, tax senvices and some other
specific senvices are pre-approved annually oy the Audit commiffes. The
engagement of the Groug's principal auditors to provide other permidited
senvices are individually subiect to the specific approval of the Audit
committes or its chairman.

Priar o the caommencement of each financial vesr, the Group's
finance director submits 10 the Audit cormmitfes a schedule of the iypes
of services that are expected to be performed during the following year
for its approval, The Audit commitiee may impose a US dollar limi on
the toial value of other permitted services that can be provided. Any non
audit service provided by the Group's principal aoditors, where the
expected fee exceeds a pre-determined level, must be subject to Hhe
Group’s normnal tender procedures. However, in excepticnal
circumstances the finance director is autharized to engage the Group's
principai auditors o provide such services without going to tender, but i
the fees are expected to exceed US$250,000 then the chairman of the
Audit committes must approve the engagerment.

The Audit committee adopted policies for the pre-approval of
permitted services provided by the Group’s principal audiiors during
January 2003, These are regularly reviswed by the commitiee.
Engagements for services provided by the Group’s principal auditors
since the adoption of these policies were gither within the pre-approval

policies of approved by the Audit commiffes.

Hapedit commities

The Audit cormmittes meets the membership requirermnents of the Code,
the ASX Carporate Governance Guidslines and the NYSE Code. The
Group also meets the composition, operation and responsibility
raquirernents in respect of audit committees mandated by the Austratian
Stock Exchange. The Audif commities is governed by & written charter
approved by the board, which the Audit commitfes reviews and
reassesses each vear for adeguacy. A copy of this charter is reproduces
on page 57.

The Audit commiffee comprises the four members sat oul below,
Wivienne Gox became a member of the committes with effect from April
2005, The members of the committee are independent and are free of
any relationship that woukd interfers with impartial judgemnent in carrying
out their responsibilities. David Mayhew attends the mestings in an
advisory capacity.

Foport of the Aol corrrmibhes
The Audit committes met eight times in 2005, It monitors
developments in corporate governance in the UK, Australia and the
LS, 1o ensure the Group continues to apply high and aporopriaie
standards.

Many of the new US requirements have long besn best practice
and are incorporated into the comimittes's charter, reproduced on
page 57. The charter is subject to regular discussion and has bean
raviewed in the light of new reguirements and emerging best practice.

There is in place a set of procedures, including budgestary
guidelines, for the appeintment of the external suditor to Lundertake non
audit work, which aims to provide the best possibie services for the
Group at the most advaniagecus price. The commities reviews the
independence of the external auditors on an annuat basis and a process
is aiso in place to review their effectiveness to ensure that the Group
continues 1o receive an efficiert and untiased service. The committas
advised the directors that the Audif committes is satisfied that the
provisian of non audit senvices by the exdernal auditors during 2005 is
compatible with the general standard of independence for auditors
imposed by the Australian Corporations Act 2007, Furthermors, as part
of its responsibility to foster opan communication, the committee meets
with managament, the external auditors and the internal auditar
separately.

Financtal expert

The Audit cormmittes reviewad the SEC requirements for audit
committees’ financial expearts and the Combined Code reciirement that
af least one commities memoer should have recent and relsvant
financial experience. Fofowing a detailed review, the committes
recomimendesd to the board thad Andrew Gould and S David Clement
be identified as the Audif committes’s financial expearts in the 2005
Annval regort and financial statements. The board has concluded that
Andrew Gould and Sir David Clementl possess the requisite skilis,
experience and background to qualify for the purpose of C.3.1. of the
Code as well as fuffiling the SEG criteria.

2005 financial statements

The Audit committes has reviewed and discussed with management the
Group's audited financial stetements for the year ended 31 December
2005.

W have discussed with the external auditors the matiers
described in the American institute of Certified Public Accountant
Auditing Standard MNe. 80, Audif committes communications, andinthe
Internationat Standard on Auditing (LK and Ireland) 2680, Communication
of Audit Matters with those charged with governance (154 260),
including thelr judgements regarding the quality of the Group’s
accounting principies and underlying estimates.

The committes has discussed with the external auditors their
independence, and received and raviewed thelr written disclosures, as
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reguired by the US independence Standards Board's Standard No. 1,
Independance Discussions with Audit Committees and iSA 260.

Based on the reviews and discussions referred to above, the
committes has recommended o the board of directars that the financial
staiamenis referred to above be inciuded in this Annual report.

Andrew F J Gould {Chairman}
Sir David Clementi

Vivienne Cox

Lord Kerr

Feport of the Nominations connnibes

The Morminations committes repart of its activities covers a period of
considerable change in composition of the board. Thres iong serving
non execiUtive directors retired during 2005. They were Sir Richard
Giordans, Leon Davis and John Morschel, The cammittee therefore
focused on the recruitment, with input from an external search advisers,
of replacements with appropriate skiis and experience. Ashton Calvert
and Vivienne Gox ioined the board on 1 February 2008, and Sir Hod
Eddington icined the board on 1 Seplamber 2005, Eachis an
independent director who brings an experience profile which will ensure
that the overal quality of the board is maintained. The committes also
rexviewed matters relating fo the succession plans for he senior
axecutive team. As part of his annua performance assessment of
individuat directors, Paul Skinner, who is chairman of the Nominations
commitfes, has reviewed the fime committed by directors to Group
business and confirmed this to e appropriate in each case.

Paut Skinner {Chairmars)
Ashton Calvert, AC

Sir Rod Eddington
David Mayhew

Sir Richard Sykes
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MAaddit commitiee charter

Beome arsd suthority
The Company is regquired by the LI Listing Authority {UKLA), $he New
‘ork Stock Exchange (NYSE) and the Austraiian Stock Exchange (ASK) to
establish an Audit cornrmities. Each of the UKLA, the NYSE and the ASX
also lay dowr rukes and guidelines for the composition of the Commities
and the work to be undertaken by 1. Thase recuirements, whera not self
evident, have been incarporated into this Charter,
The primary function of e Audit commities is 1o assist the boards of
directors in fulifing thelr responsibiities by reviewing:
* The financisl information that wiit be provided to sharghalders and the
public;
* The systems of internal condrols that the boards and management have
astablishad;
¢ The Group’s suditing, accounting and financial reporting processes.
In carrying out its responsibifities the commities has full authority to
nvestigate all ratters that fall within the terms of reference of this Charter.
Accordingly, the committes may:
¢ Obtain independant professionat advices in the satisfaction of its duties
at the cost of the Group,
* MHave such direct access to the resources of the Group as it may
reaschaihy reguire inciuding the sxternal and internal atditors.

Crornmositin

The Audit committes shall cormprise three ar rmorg non executive directors,
all of whom shall be independent. The chairman of the Audif cormmittes
will be an independent director, who s not also the chairman of the
poards, The boards will determine each director’s independence having
regard fo the independence Policy adepted by the boards, which includes
consideration of any past and present relationships with the Group which,
in the opinion of the boards, could infiuence the directors judgment.

Al mermbers of the comymittes shall have a working knowledgs of
pasic finance and accounting practices. At least one member of the
cornrities will have accounting or related financial managernent expertise,
as determninad by the boards.

A cuonums will comprise any two committes members.

The committes may invite meambers of the managameni tearmn o
attend the meetings and to provide information as necessary.

et

The comrmittes shall mest not kees than four imes & year of more
frequently as circumstances reguire, Audit committes minuias will be
corfirmed at the following meeting of the committes and tabled as soon
as practicable &t g rmesting of the boards.

The Company’s senior financial managsment, sxiernal auditors and
internal auditor shaf be avaiable o atfend 2 rnestings.

As part of #s responsibility to foster apen commiurication, the
cornmities should meet with management, the external auditors and the
internal auditor, &% least annually, to discuss any matters that are best dealt
with privateiy.

Femmonaibilitles
The boards and the external auditors are accouniabie o sharsholders.
The Audit commities is accountabls 1o the boards. The internal auditor is
accountable to the Audit committes and the finance director

To fulfi its responsibilites the commities shall:
Charter
¢ Revigw and, § approprate, update this Charter at least annually,
Financial reporting and infernal financial cortrols
¢ Review with management and the extemsad auditors the Group's
financiat statements, Form 20-F stock exchange and media releases in
respect of sach half vear and full year.
Review with management and the extarnal auditors the accousting
poficies and practices adopied by the company and their compliances
with accounting standards, stock exchange Esting rules and relevant
legistation.

» Discuss with managernent and the external auditors management's
choice of accounting principles and materdal judgrnents, ncluding
whether they are aggressive of conservative and whether they are
COETHTION of Minoity practices.

* Fecommand to the boards that the annual and interim financial
statements and Form 20-F reviewed by the commities {or the chairmean
representing the comymittes for this purpose) be included in the Group's
annugl report,

* Review the regular reports prepared by the infernal auditor including the
affectivenass of the Group's internal financial controls,

External auditors

* Review and recormmend to the boards the extemal auditors 1o be
progased o shareholders, following & cormmersial fender if deermed
MECESSary.

¢ Revigw with the axternal auditors the plannaed scope of thalr audit and
subsequently their audit indings including any interng condrol
recomrmendations.

¢ Pericdically consult with the external asdifors aut of the presence of
managamesnt atout the quaity of the Group’s accounting principles,
matarial judoements and any other matters that the cormmittes deems
appropriaie,

¢ Pericdically review the performance of the exdernal auditors and the
effectiveness of the audit process, taking inio consideration relevant
professional and regulatory requirements.

¢ Revigw and approve the fees and other compensation to be paid 1o the
external auditors.

¢ Revigw and approve any nen audit work and refated fees to be cartied
aut by the external auditors.

¢ Ensurs that the external auditors submit a written statement autlining ad
of it professional relationships with the Group including the provision of
gsenvices that may affect their abjectivity of independence. Beview and
discuss with the external auditors all significant relationships they have
with the company to deterrnine thelr independence,

Internal auditor

¢ Review the qualifications, organisation, strategic focus and resourcing of
internal auckt.

¢ Revigw and apprave the internz audit plans,

¢ Review internal audit performance.,

¢ Pericdically consult privately with the infernal auditar about any
significant difficuliies encaunterad including restrictions on scope of
work, aceess 1o required nformation or any ather matters that the
comymittes deerns appropriste.

Risk rmanagemernt

¢ Review and svaluate the internal processes for determining and
managing key risk arsas.

¢ Ensurs the company has an effective risk management system and that
macrs fisks are reported at least annually to the board.

¢ Require pericdic reports from nominated senior managers:

— confirrming the operation of the risk managernent systerm including
advics that accouniable management have confirmed the proper
operation of agreed dsk mitigation strategies and contrals; and

- detaing material risks,

* Address the effectivensss of the Company's internal contral system with
managemsnt and the internal and external auditors.

¢ Fyaluate the process the Company has in place for assessing and
cortinuausly improving infernal controls, particulady those related to
areas of materiat risk,

Ofifwer matiers

The camymittes shall also perfarm any other activities consistent with this

charter that the committes or hoards deem appropriate. This will includs

Bt not be Emited to:

¢ Review of the corporate governance practices of roup sponsarad
pension fonds;

¢ Revigw of the Group's insurances cover;

* Review the Group’s tax planning and compliance;

¢ Review the Group’s whistlebiowing procedures for financial reporting.
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Shareholder information

LT N
Under Rio Tinto’s fong standing progressive dividend policy, the aim is

SEARE PRIGES

Ric Tinte ple - pence per share

o increase the US dofar value of ordinary dividends aver time, without 2005 High Liwas
cutting them in economic downturns. 15t quarter 1,851 1472
The rate of the tolal annual dividend, in US dallars, is determined 2ot quariar 1,762 1,557
faking into account the resulis for the past year and the outlook for the 3rd quarter 2,346 1.724
current year, The interim dividend is set at one half of the total ordinary Al cuarier 2,857 2073
dividend for the pravious year, Under Rio Tinto's dividend policy the final
ordinary dividend for each year may be expecied 1o be al lsast egual to 2085 2004 2003
the pravicus nterim dividend. isar ond 2,655 1,533 1.543
The majority of the Group's sales are transacted in US dollars, Higgh 2,657 1,574 15943
making this the most reliable measure of the Group's global business Low 1,472 1,212 1.083
performance. It is Fio Tinto's main reporting currency and consequently
the natural currency for dividend determination. Dividends determined Ric Tinto Limited - Australan doflars per share
in LS dollars are translated at exchange rates prevailing two days prior 2005 High Lt
o the announcement and are then declared payable in sterling by 1at qusarter 47,93 38.82
Fio Tinto pic and i Australian dollars by Hio Tinte Limited. Faor the 2oyt quarier 45,90 41,40
2005 interirn and final dividends the exchangs rates were US%1.7704 Sl quarter £0.01 45,12
and USE1.7774 o the pound and USE0.7615 and US$H0.7564 to the At cuarier 89,10 54.27
Adstralian doilar respectively.
2005 2004 2003
Ric Tinte Group - US cents per share Yisar ond 69.00 39.12 37.54
2005 2004 2003 2002 2001 High 6910 40,20 37.54
Irsterries 385 32.0 304 205 20,0 Lowy 38.82 31,88 2817
Firyat 41.5 46.0 34.0 305 39.0
Spacial 140.0 - Ric Tinte plc ADRs ~ US$ per ADR
Total 180.0 77.0 G40 B0 5850 2005 High Lows
18t quarter 142,80 11157
Ric Tinte plc dividends - pence per share 2ot cuarler 130.75 11580
2005 2004 2003 2002 2001 Srd quarter 186,80 12298
Irsterries 21.75 17.54 18.45 18.87 14.03 Al cuarier 183.2G 148,81
Firyat 23.35 23.94 18.68 18.60 27.65
Spacial 81.89 - Ric Tinte Limited ADRs - US$ per ADR
Total 106.99 41.48 37.13 a7 .47 41.68 2005 High Low
18t quarter 153.00 118.56
Ric Tinte Limited - Austrafian cents per share 2ot quarler 143,75 $27.50
2005 2004 2003 2002 2001 3rd quarter 181.00 13500
Irsterries 50.56 45,53 45,02 54.06 39.42 Al cuarier 204,00 1653.25
Firyat 54.86 5R.2Y 4468 51.87 75.85
Spacial 145.42 - Invesiment warndng
Ttz 250.84 103,82 80,70 105,43 115,27 Past performance of share prices is not necessarily a guide to fuiure

The 2005 final and speciat dividend will be paid on £ April 2006.
O request, sharehoiders of Mio Tinto Limited can receive
dividends in sterling and shareholders of Hio Tinto plc can receive
dividends in Australian dollars. For information, please contact
Cormgputershars, whose details are given on page 62.

Ervichends fo Bio Tindo B0 holdars

The 2005 final and special dividend of 151.5 US cents par share or
506 US cents per ADF will bs by JPMorgan on 7 April 2008, The
dividends for 2005 fotal 760 US cents per ADM.

Ervicland Pednwestment Plan (DR

The DRP gives shareholders the opportunity to use thelr cash dividend
o purchase Mio Tinto shares in the market, free of commission. For
further information on the DRP pleass contact Computershare.

Pk verandates

Shareholders can have their dividends credited directly to their bank,
builging seciety or cradit union account. B you wish o fake advantage
of this arrangement, please contact Computershare or download the
retevant form from their websita,
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performance. The valie of investments and any income from them is
not guarantesd and can fall as well as rise depanding on market
movements. You may not get pack the original amount nvestad.

Shagre prles nformation

Closing share prices are published in most newspagers and share
prices during the day are availabie on the Rio Tinte and other
wepsites. in the LK the Ric Tinte pic share price is alsc available on
CEEFAX and TELETEXT and can be obtained through the Cityline
service operated by the Financial Times: telephone D008 843 3880;
calls are currently charged at €0p per minute plus VAT, in addition to
any mobile phone charges.

ALK FETHEGE

Letstratia and New Zealand

Fio Tinto Limited's shares are listad on the Australian Stock Exchangs
Limited and the New Zeafand Stock Exchange.

Eurone

The principal market for Fio Tinto pic shares is the London Stock

Exchange {LSE). As a constituent of the Financial Times Stock

Exchangs 100 indsx (FTSE 100 index), Hic Tinto pic shares trade

through the Stock Exchange Elecironic Trading Service (SETS) system.
in addition fo it primary #sting on the LSE, Rio Tinio plc's shares

are also isted on BEuronext and on Deutsche Bérse.



Lindted Biates
Fic Tinto glc shares are listed i the form of American Depositary
Receipts (ADHs) on the New York Stock Exchange and are fraded under
the symbaol ‘FHTP'. Fio Tinte Limited's ADRs are raded in the over
counter markest under the symbal ‘FHTOLY’. Guring February 2008
Rio Tinto Limited served notice that & would terminate its programime on
0 April 2006, Each ADF represents four shares in the relevart Company.,
JPMorgan Chase Bank NA iz the depositary bank for both ADR
programimes. All enguiries regarding ADR holders’ acocounts and
dividends should be directed to the ADR administraior at JPMorgan.
Fio Tinto is subject to the US Securities and Exchange
CGommizsion (SEC) reporting requirements for foreign companies. An
annuad report on Form 20-F will be fled with the SEC and this and
other filings can be viewed on the SEC web site af wwwv.sec.gov.

TELATRON

Tamartion of U resident indbvicuals

Taxation of dividends

UK dividends carry a tax cradit egual to one ninth of the dividend.
Individuals who are not dabie to income tax at the higher rate wil have
no further tax to pay. Higher rate tax payers are lisbie to tax on UK
dividends at 32.5 per cent which, after taking account of the fsx credit,
oroduces & iurther tax lability of 25 per cant of the dhvidend received.

Dividend Reinvestment Plan {DRP)

The taxation effect of paricipation i the DRP will depend on individual
circumstances. Shareholders will generally be fiable for tax on dividends
reinvastad in the DRP on ihe same basis as # they had received the
cash and arranged the invesiment. The dividend should thersfare be
inciuded i the annual tax return i the normal way.

The shares acquired should be addedt 10 shareholdings at the
date and at the net cost shown on the share plrchase advice, The
actusl cost of the shares {for Fio Tinto plc sharshoiders including the
stampz duty/stamp duty reserve tax) will form the base cost for capitad
gains tax purposes.

Capital gains tax
Sharsholders who have any queries on capital gaing tax issues are
advised to conswit their financial achiser.

A leaflet which includes details of relavant events since 31 March
1882 and provides adiusted values for Fio Tinto plo securities as at thad
date is available from the company secretary.

Tanation of Austrafian resident Individuals

Taxation of dividends

Dividend imputation system

The basis of the Australian dividend imputation system is #hat when
Australian resident sharehclders receive dividends from Rio Tinto
Limited, they may be entitied to a credit for the Australian tax paid by
the Company in respect of that income, depending on the tax status of
the shareholder.

The application of the syster resulis in the Ausiralian tax paid by
the Company being allocated o shareholders by way of franking cradits
attaching to the dividends they receive. Such dividends are known a8
frankad dividends, A dividend may be partly or fully franked, The
current Fio Tinto Limited dividend is fully franked and the franking
credits attached to the dividend are shown in the distribution statement
provided to shareholders.

The extent to which a company will frank a dividend depends on
the cradit balance in its franking account. Credits to this account can
arise in a number of ways, hciuding when a company pays company
tax of receives a franked dividend from anciher company. The dividend
is required to be included in a resident individual sharghelder’s
assessablie income. in addition an amount equal to the franking credits
attached to the franked dividend is also included i the assessabls
income of the resident individual, who may then be entitled to 5 rebate
of tax equal to the franking credit armount included in their incame.

The effect of the dividend impuistion system on non rasident
sharsholders is that, 10 the extent that the dividend is franked, no
Adstralian tax will be paveble and there is an exemption from dividendg
withiholding tas.

Aowithhoiding tax is normally levied af the rate of 15 per cent when
unfranked dividends are paid to residenis of couniries with which
Adsfralia has a taxation treaty. Most Western couniries have a taxation
freaty with Australia. A rate of 30 per cent applies o countries where
here s no taxation treaty.

Since 1988, sl dividends paid by Fio Tinto Limited have been fuily
frankad. it is the Company's policy o pay fully franked dividends
whenever possible,

Dividend reinvestrment plan {DRP)

Shareholdars will generally be liabie for tax on dividends reinvastad In
the ORP on the same basis as if they had received the cash and
arranged the investment. The dividend shauld therefare be included in
the annual tax return as assessabis income.

The shares acouired shouid be added o shareholding at the date
of acquisition at the actual cost of the shares, which is the amount of
the dividend applied by the sharehoider t¢ acquire shares and any
incidental costs associated with e acguisition, including stamp duty,
wilt form, part of the cost base or reduced cost base of the shares for
capital geins tax purposes.

Capital gains tax

The Austrafan capital gains tax fegislation is complex. If sharehaolders
have acquired shares after 19 September 1885 they may be subject o
capital gaing tax on the disposal of those shares.

Generally, disposat of shares held on capital account would give
fise to & capital gain or loss. A capital gain arises when the proceeds
on disposal are greater than ihe cost base of shares. A capital loss
arises when the proceseds on sale are less than the cost base or
reduced cost base. Where & capital gain arises on shares held for at
fsast 12 months, individual, frust and superannuation fund shareholders
may e eligible for a capital gains 13 discount.

Sharsholders are advised to sesk the advice of an indepeandent
taxaticn consultant on any possible capital gains tax exposure.

PELESE, LIS RDE CORMPEREE S SRR

Irs December 1895, Fic Tinto sharehoiders approved the terms of the
duat listed companies mearger (the LG merger '} which was designed
to place the shareholders of both Companies i substantially the same
position as if they held shares in a single enterprise owning all of the
assets of both Companies. As a condition of its approval of the DLC
merger, the Australian Government required Rio Tinte ple to reduce its
sharshelding in Rio Tinto Limited to 32 per cent by the end of 2005.
The current hoiding is approximaiely 37.5 per cent.

Following the approval of the DLC merger, both Companies
entered inte a DLC Merger Sharing Agreement (‘the Sharing
Agreemeant’) #hrough which each Gompany agreed:

{z) 1o ansurs that the businesses of Mo Tinte pic and Fia Tinto

Limited are managed on a unified basis,

{by to ensure that the boards of directars of each Carmnpany is the
same, and

{zy 1o give effect to certain arrangements designed to provide
shareholders of each Company with a commaen economic interest
irs the combined enterprise.

Ir order to achisve this third objective the Sharing Agreement provided
for the ratio of dividend, voling and capital distribution rights attached
ta each Hig Tinto plc share and to sach Rio Tinto Uimited shars to e
fired ir an Equsalisation Ratio which has remained unchanged at 1.3,
The Sharing Agreement has provided for this ratio to be revised in
special circumstances where for example ceriain modifications are
made 1o the share capital of ane Company, such as rights issues,
£0NuUs issues, share splits and share consclidations, ot net to the
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Sharehoidey informaion coniinuad

share capital of the other, Ouiside these specified circumstances, the
Equalisation Ratio car only be altered with the approval of sharehciders
under the ‘Class Rights Actions” approval procedure described undsr
\oting at shareholders mestings. In addition, any adjustments ars
requized 1o be confirmed by the auditors.

One consequence of the LS mearger is that Mio Tinto is subject o
& wide ranges of laws, rules and regulatory review across multiple
jurisdictions. Whare these rules differ, i many instances it means that,
as a Group, Fio Tinto complies with the strictest level.

Cansistent with the creation of a single combined enterprise under
the DLC merger, directors of sach Company are to act in the best
interests of the Hic Tinto Group. identified areas where there may be a
confict of the interests of the shareholders of each Company must be
appraved under the 'Class Fights Actions' approval procedure.

To ensure that directors of sach Company are the same,
resclutions to appaoint or remove directors must be put to sharehoiders
of both Carmpanies voting as a koint electorate (2s described under
Voting at shareholders mestings) and it is a requirement that a director
of one Company must siso be a direcior of the other Company.

Ervicterd vighis

The Sharing Agreement provides for dividends paid on Rio Tinto plc
and Mo Tinto Limited shares to be egualised on a net cash basis, that
is without faking into account any associated tax credits. Dividends are
determined in US dollars and are then, except for ADR holders,
franslated and paid in sterling and Austraiian dollars. The Companias
are aiso required to anncunce and pay their dividends and other
distributions as close in time o each other as possible.

in the unlikely event that one Company did not have sufficient
distributable reserves to pay the equalised dividend (or the equalised
capital distdbution), it would be entifled io receive a 'top up payment’
from the ather Company. The top up payment coldd e made as a
dividend an the DLC Dividend Share or by way of a contractual
paymeardt.

if the payment of an equalised dividend would confravens the law
spplicable to one of the Companiss then they may depart from the
Equslisation Ratio. However showid such a depariure occur Hhen the
retevant Company wolld put aside reserves o be held for payment on
the relevant shares at a later date.

Hio Tinto shareholdgers have no direct rights to enforce the dividend
aqualisation provisions of the Sharing Agresment.

The DLE Dividend Share can also be utilised to provide the Group
with flexibiity for internal funds management by allowing dividends to
be paid between the two parts of the Group. Such dividend payiments
would be of no economic significance 1o the shareholders of either
Comgpany, as they would have no effect on the Group's overall
reSoLEces.

Wating of sharehobders’ meetings

Uinder the Group's DLG structure, shareholders of Rio Tinto plc and
Fio Tinto Limited take decisions on significant matters, including the
appaintment of directors, through a joint electoral procedure. Such
matters are subrmitied for approval by sharsholders of both Companies
at separate meetings, but voling as a joint slectorate.

This is achiaved through the special arrangemeanis wheraby voies
cast at & Rio Tinto pic shareholders’ mesting are reflected at the
corresponding Rio Tinte Umited sharehoiders’ mesting, and vice varsa.
As part of the speciad voting arrangements, the shares in Fio Tinto
Limited held by Bic Tinto plo are used solely to reflect the Rio Tinte plc
sharehoider vote at the corresponding Fio Tinto Limited mesting.
Woting on joint decision matiers are by poll at each shareholder meeting
with each poll being left oper long enough to allow the voles cast at
the other meeting fo be carried with the poll at the corresponding
mesting.

matters which are not of concern to one set of shareholders or
which affiect the two Companies' sharehoiders differently will require the
separate approval of one or both sels of sharehalders.
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ABDR holders may instruct JPMorgan how fo vols the shares
represented by their ADHs.

After 4 May 2008, the votes of the joint electarate and the resuits of
votss on which separate approvals are required will be announced to the
stock exchanges and advertised in the Financial Times and The
Adstrafan. The results may siso be obiained on the sharehalder helpiine,
in the |# Fregphone numbear G800 435021, or in Australia ioll fres
fwithiry Australia) 1800 813 252, or from the Hio Tinto websitz,

SLEARE ERAEMTARY INFOREAATICH

Computershare lnvestor Services PLG and Computershare Investor
Senvices Pty Limited are the registrars for Rio Tinto pic and Rio Tindo
Limited respectivaly, A enculinies and carrespondencs concerning
sharehoidings, other than shares held in ADR form, shoudd be directed
o the respective registrar. Their addresses and telephons numibsers are
given on page B2, Please notify Computershars promptly in writing of
any change of address.

Sharehoiders are able to obtain details about thelr cwn
sharshoiding from the internet. Fult details, including how 1o gain secure
access o this personalised enguiry facility, are given on the
Computershare website.

Gronsofication of shwre certificatss

If your certificated shareholding i Rio Tinto pic is representaed by several
incividual share certificates, they can be replaced by one consdlidated
certificate; there is no charge for this senvice. Shares cerfificates shouid
be sent to Compuisrshare together with a letier of instruction.

Share certificaiss ~ name ohanos
Share certificaies in the name of The RTZ Corporation PLC ramain valid
notwithstanding the name change 1o Rio Tinto plc in 1987,

Sibvare warrarts (o Desrer

Afl outstanding share warranis 1o bearer of Rio Tinto plc have been
converted into registered ordinary shares under the terms of a scheme
of arrangement sanctioned by the court in 2001, Holders of any
cutstanding share warranis to bearer should contact the Hic Tinto pic
company secretary for an application form to obtain their rights to
ragistered ordinary shares.

Loy oost share dealing service
Stocktrade operates the Fio Tinto low cost share dealing senvice which
provides Fio Tinto ple sharehoiders with a simple telephones faclity for
buying ard seffing Rio Tinto shares. Basic commission is 0.5 per cent
up to £10,000, reducing to 0.2 per cent thereafter {subjsct to a
mirimum commission of £15). Further information is available from
Stocktrade, which is a division of Brawin Dolphin Securities, authorised
and regulated by the Financial Services Autharity. Their details are given
on page 62.

Some fransactions may be subject 1o the money laundering
ragulations and you rmay be required to provide certain perscnal details
o Stockirade prior to any purchase of sale of shares.

Inciivichusl Savings Aooount 54}
Stocktrade offers an ISA for UK residents wishing fo hold Fio Tinto plc
shares in an ISA account. Exsting PEPS ar iSAs may also be
fransferred {o Stockirads.

Further information on 1545 can be obtained from Stocktrade,
whose details are given on page B2.

Crporate nonined Serviog

Computershare, in conjuction with Wio Tinto plc, have introdusced a
corporate nomines senvice for private individuals. Further information
can be cbisined from Comypuiershare.

Pubdtication of Bnancial statermets
Shayeholders currently receiving the Annual review, who wish 1o receive



a copy of the Ll Annual report and financial staterments, free of charge,
for this and future years, should contact Computershare. Afternatively if
shareholders wish o receive these reporis electronically, rather than in
papsr form, they shouid register their instruction on the Computershare
webhsite, They are also avaiable on the Hie Tinto website,

Fegisterad holders of ADRs wifl have the annual and US GAAP
reports sent o their record address. Brokers or financial institutions
which hold ADRs for sharshoider cients are responsible for forwarding
shareholder information o thelr clients and will e provided with copies
of the Annual review for this purpese.

Fuli parent entity financial statements for Fic Tinto Limited ars
available free of charge from the Hio Tinte Limited company secratary
oh request. These financial statements are aiso available on the Fio
Tinto websita,

Einmobicted moll and tefephons calis

Rio Tinto s aware that some shareholders have had occasion to
complain that cutside organisations, have used information cbiained
from the Companias’ share registers, for their own purposes. Rio Tinte,
fike other companies, cannot by law refuse to supply such Nformation
provided that the organisation concemed pays the appropriais
statuiory fee.

Shareholders in the UK who wish {o reduce the amourt of
unsoficited mait and telephone calls they receive, shouid register with
The Malling Preference Service and The Telephone Preference Service
whose deiaiis are on page 562,
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Lsetul addresses

Pagistersd offices

Rio Tinto plc

£ 5t James's Square

London SW1Y 4LD

Fegisterad in England No. 718885

Telephone: +44 (0 20 7930 2352
Facsimile: +44 {3) 20 7330 3245
Webaite: wwariotinto.com

Rio Tinto Lirmited
Level 33

55 Caollins Strest
Melbourne, Victoria 3000
AGN: 004 458 404

Telephons: +671 ([0} 3 9283 3333
Facsimile: +61 {0) 3 8283 3707
Webslia: wwwriotinto.com

Hhareholders
Piease contact the respective registrar if you
hawve any gueries apout your sharehalding.

Rio Tinto plc

Computershare investor Services PLC
F O Box &2

The Paviions

Bridgwater Hoad

Bristcl BS5%9 7MNH

Telephone: +44 (0 370 702 0000
Facsimile: +44 {C) 870 703 £119

|LH residents only, Freephaone: 080C 435021
Webaite: www.computershare.com

Rio Tinto Limited

Computershare Investor Services Py Limited
GPO Box 2875

Melbourmes

Victoriz 3000

Telephone: +61 (03 8415 4030

Facsimile: +81 {0) 3 8473 2500

Australia residents only, Toll fres: 1 800 813 252
Webslia: www.computershare.com

Hiestohars of Mo Tinto Amecioan
Drepositary Fleoeipts (A0}

Flease contact the ADR administrator if you
have any gulerias about your ADRs

ADH administrator
JPhorgan Chase Bank NA
JPMorgan Service Center
P O Box 3408

South Hackensack

NJ 07606 3408

Telephone: +1 {201) 880 6630

S residents only Toll free: (8007 800 1135
Wiebsite: www.adr.com/sharehalder
g-mall: adr@jpmargan.com

B2 Ric Tinto 2008 Annial review

LI vemator refafions oonsaitant
Makinson Cowell (US) Limited

One Penn Plaza

250 West 34th Strest

Suite 1836

MNew York, NY 10113

Telephone: +1 212 924 9044
Wehsite: waww.rnakinson-cowsi.com

Lawe oost share dealing service &
Inctividlind Savings Acoount (B4
{far Rio Tinto pic shareholders only}

Stocktrade
81 George Strest
Edinburgh EHZ 3ES

Loy cout share desling service
Telephone: +44 (04 131 240 0101
LK residents only: 0845 840 1532
Wiebsite: www.stockirade.co.uk

Inciviciugt Savings Acoount (ERA
Telephone: +44 [0 131 240 0623
Wehsite: www.stockirade.co.uk

insolichad it aned leleohone oalls
The Malling Preference Service
FREERPOST 28 LON20771

London W1E 02T

Telephone: 0845 705 4559
Website: www.mpscnline.org.uk

The Telephone Preference Service
3rd Floor

DA Hovse

70 Margarst Strest

London W1W 855

Telephone: 0845 O7C 0707
Wehsite: www.ipsonline.org.uk



Financial calendar

2 Fedyrary 2040 Announcemeant of results for 2005

2 Febwusry 2006 Fio Tinto pic and Rio Tinte Umited shares and ADRs quoted “ax-dividend” for 2005 final and speciat dividend
24 Febraare 200G Fecord date for 2005 final and special dividend for FHic Tinto pic shares and ADRs

28 Febrasre 200 Fecord date for 2005 final and special dividend for Hic Tinto Limited shares and ADHs

1 Bfarch 20O Fian notice date for election under the dividend reinvestment glan for the 2006 final ang special dividend
& Bl 2004 Fayment date for 2005 final and special dividend

T Bl 2005 Fayment date for 2005 final and special dividend for holders of ADRs

T Ayl P00 Annual general mesting far Mo Tinto plc

4 Wlery 203G Annual general mesting far Mo Tinta Limited

3 Begust 2004 Announcement of half year resulis for 2006

S Brrust 2008 Fic Tinto ple and Rio Tinto Limited shares and ADRs quoted "ex-dividend” for 2006 inferim dividend

T Speppmemt 2006 Fecord date for 2006 niarim dividend for #ie Tinte plc shares and ADHs

FE St 2008 Fecord date for 2006 niarim dividend for #io Tinte Limited shares

T Mugst 200G Fian notice date for election under the dividend reinvestment glan for the 2006 interim dividend

T Bepdernber 2006 Payment date for 2008 interim dividend

& Seeprbenmber 20048 Fayment date for 2008 interim dividend for holders of ADHs

Fenbsrizpry 20T Announcemeant of results for 2008
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Fublications

The following publications may be obtained from Rio Tinto:

2005 Annual report and financial statements

2005 Annuai review

2005 Sustainable devefopment review

The way we work — Rio Tinto's statement of business practice
Review magazine — Rio Tinto's quarterly magazine for shareholders

Coples of the 2005 annual reports for the following listed Rio Tinto Group companies are also availaible on request:
Bougainville Copper Limited

Coal & Alied Industries Limited

Energy Resources of Australia Lid

Palabora Mining Gompany Limited

o Tinto on e web
Information sbaut Fio Tinte is available on our website waww.rictinto.com
Many of Fio Tinto's publications may be downicaded in their entirety from this site and access gained o Group company and other webeites.

Clenerad enciries

If yous require general information about the Groug please contact the BExternat Affairs department. Faor all other enguiries please cortact the
refevant company secretary or Computershare.
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