Notes of the Rio Tinto AGM, 15 April 2014
The following are notes taken from the part of the Rio Tinto AGM featuring shareholder questions.
Joe Beardsmore of ShareAction pointed out that Rio Tinto pays no corporation tax in Mozambique, Namibia or New Zealand, where it has many employees and large operations, but relatively high taxes in Singapore, where there are no mines and the company has few employees. Jan du Plessis said that tax was paid on the basis of profits, in the countries where the profits were made, and that much of the company's profitable marketing and purchasing is done through Singapore. Sam Walsh confirmed that in other cases, such as Mozambique no corporation tax may be payable as the operations are loss-making. 

Perle Zafinandro from FAGNOMBA in Madagascar observed that the introductory video presentations had suggested that everything was going well, but that in Madagascar that was far from the case. The company's QMM subsidiary is exploiting ilmenite at Fort Dauphin. Local people are not happy. If shareholders want a return on their investment, they had better invest money in a way that does not alienate affected communities. QMM has taken more land than it said it would at the outset. Rio Tinto claims that the question of compensation for land taken is closed, but that is not what local people think. The company has more to gain from settling grievances than from ignoring them. Rio Tinto often causes environmental destruction. What is it going to do to make it good? And why is the Government of Madagascar only receiving royalties of 2% when other African Governments receive rates around 12%?

Jan du Plessis said that the company realises that communicating transparently and regularly with local people is very important. The company does not always get it right, but it is a high priority. With regard to land use, CEO Sam Walsh said that the mining was proceeding subject to an agreement with the Madagascan Government and according to a plan sanctioned by the government, but there was also consultation with the local community and a complaints process. With regard to rehabilitation of land, the company's operations at Richard's Bay, South Africa, were the model to be followed: rehabilitation there has turned the land back to its natural condition, and that is what the company is committed to. A team is running a nursery and other projects so that rehabilitation can occur at Fort Dauphin. Communication with communities had not always been perfect, and for that he apologised. As for the royalty level, this was enshrined in government legislation, and he was not aware of any problems with it but would look into it.

Perle said that Rio Tinto is far from transparent in Fort Dauphin. There is a problem of compensation for land. She had the impression that Rio Tinto thinks this is not a big problem, but in fact it has been since 2005, and if the company wants to carry on working normally in the community in the future it is in its interests to settle the matter as soon as possible. On the environment, the company has tree nurseries, but how does it expect trees to grow on the dead sands left by mining?

Jan du Plessis said Perle had made her point, and that they were listening.

Richard Greening, of the London Borough of Islington Pension Fund, who was also representing the other local authorities, gathered together in the Local Authority Pension Fund Forum, asked what the company is doing to ensure that its business is sustainable in twenty, thirty or forty years' time, given that one of its main products is thermal coal, which at some stage will have to stop being mined.

Jan de Plessis said that the company takes sustainability very seriously. The Sustainability Committee meets every Monday and has become as important as the Audit Committee. The business will only be sustainable if it has good relations with communities. The company does indeed mine vast quantities of thermal coal and is aware of its carbon footprint. It takes its carbon emissions very seriously. There will be a place in the world for thermal coal for a long time, even though the Chairman hopes the world can rely on it less and less.

Kemal Oskan from global mining union IndustriALL explained that the union represents more than fifty million workers across the world, including many employed by Rio Tinto. He questioned the company's commitment to sustainability. The company is not living up to its own commitments. There needs to be real practice in the field, not a simple burnishing of its image. There are abuses of labour rights, running away from collective rights towards the individualisation of labour rights in major operations. The company's health and safety record leaves a lot to be desired. According to its Sustainability Report, there have been forty deaths over the past year, including twenty-eight at Grasberg. According to an Indonesian Government report, the deaths at Grasberg could have been avoided, but there had been inadequate health and safety practices. The company's operations in Mozambique show no economic benefit either for shareholders or for local people. Rio Tinto has been accused in an Australian published report of being the second worst provider of information to the Global Reporting Initiative. Its sustainability reports are questionable. What is the company's plan to improve its interaction with communities and workers and to improve its reporting?

Jan du Plessis replied that he believed that Rio Tinto is a leader in sustainability and reporting in mining.

Sam Walsh added that the company has a diversity of models of industrial relations across the forty-five countries where it operates. It has collective agreements over a broad range of businesses. He said there was no way to describe the tragedy at Grasberg, where the mine roof collapsed in a training area. The area had been mined previously, and in the training area there was a false ceiling. Therefore operators could not see the condition of the roof bolting. Rio Tinto is working with mine operator Freeport as systems are upgraded, and Rio Tinto is checking its own operations to ensure they are not doing the same thing.

Mining researcher and Partizans supporter Roger Moody interjected that the company had been saying for fifteen years that it was improving conditions at Grasberg but had not done so.

Andrew Hickman, of Down to Earth (the campaign for ecological justice in Indonesia) said that the thirty-three deaths at Grasberg in the past year were not simply a tragedy and that it was not good enough to say so. Rio Tinto's involvement in the project is substantial and very important. Big pension funds have divested the mine, or from Rio Tinto as a result of its involvement in it – notably the Norwegian, Swedish and New Zealand Government pension funds. The IFC has said that the mine's tailings system violates their standards. The initial speeches at the AGM had mentioned operating in hostile environments. Grasberg is certainly a hostile environment: in the Annual Report, Rio Tinto refers to one injury in the area around the mine, but in fact there is a conflict raging and a separatist movement. Indigenous Papuan people were demonstrating outside the AGM because they do not want this project. The Chairman had talked about $3.5 billion worth of disinvestments. At Grasberg, there is environmental damage and communities are saying, this is our land, we are unhappy about this. Will Rio Tinto divest its 40% stake in the Grasberg mine now?

Jan du Plessis said that there is no question that this mine has significant environmental challenges because of disposing of mine tailings in the river. If they were they starting the mine now it is clear it would not be constructed as it had been. The Board discusses Grasberg regularly. The Sustainability Committee spends time there each year. Management of tailings is not ideal and Rio Tinto would not use it in any future mine it builds. But the mine is where it is, and Rio Tinto does not contemplate divesting. The mine and the communities around it are better off for Rio Tinto's involvement. Grasberg is far from perfect but Rio Tinto does its best and affected communities would not be better off if Rio Tinto withdrew.

Andrew said he did not agree, and that he hoped the Board would review its decision soon. He said that people talk about community acceptance, and community licence to operate. He pointed out that 30,000 people died in Bougainville during a war in which a Rio Tinto mine had played a part, and that its presence at Grasberg in Papua was not helping the situation there.

Joel Reynolds of the Natural Resources Defense Council (NRDC) thanked the company for withdrawing from the Pebble Mine project in Alaska, and introduced Kimberly Williams, a Native representative, who thanked the company on behalf of 10,000 Yupik and Athapaskan people for accepting the petition that they had presented in 2011, hearing their concerns, withdrawing from the project and moving on. She noted the continuing struggles of other communities facing mining projects. Bonnie Gestring of Earthworks added that it was not often that they complement a mining company but that she was grateful to the company for withdrawing from Pebble. The project had generated unprecedented opposition because of its impact on the world's leading wild salmon fishery. Native leader Bobby Andrew thanked the company for making a decision that would deliver greater value to its shareholders. Pebble would have been a drain on the company's assets. He commended the company also for working with Lutheran social ministries in the state of Washington. Joel thanked the company on behalf of the members of NRDC and said that NRDC had placed a full page advertisement in the Financial Times thanking the company for pulling out of Pebble.

Jan du Plessis replied that he was not sure what to say in response. He thanked the Alaskan delegation for their compliments and said that this was the way he had said the company wants to work. Albert Beale interjected, “What, by pulling out of places?” and other shareholders shouted, “Pull out of Grasberg!”

There were questions about the illegibility of parts of the Annual Report, the fact that more attention was given in the report to remuneration than to the strategy of the company, and sharp differences of opinion over the advisability of share buybacks. 

One shareholder – one with no connection to groups campaigning against the company – said that it “sticks in the craw” that Rio Tinto glossed over the deaths at Grasberg just because it does not actually manage the mine. There were also deaths at operations managed by Rio Tinto. What was the company going to do about it? Jan du Plessis said that safety is really important to the Board and it is always the first thing dealt with at Board meetings. They will only be happy when all their employees go home safely after work.

Partizans supporter Albert Beale raised a concern about the proposal to elect Anne Lauvergeon as a director of the company. He said he was interested in her former role in French uranium mining company Areva. He said that Ms Lauvergeon's period running the company ended in huge losses. While she was in charge, Areva bought uranium mines in Namibia. There had been many allegations in the media about corruption surrounding that deal. There had been extensive documentation, and recent articles in both French and South African press. Given her record of running a company that made such a thumping loss that the President of France had removed her from the Board, and the association with corruption, was she the best person to help improve the reputation of Rio Tinto?

Jan du Plessis said that the company follows a full process when it looks for new directors. There are several interviews and extensive background and reference checks. Anne Lauvergeon is very smart and has a great track record. He asked Ms Lauvergeon to speak on her own behalf but to remember that this was a Rio Tinto AGM rather than an Areva Board meeting.

Anne Lauvergeon said that she had had two mandates at Areva and had not been removed during her mandate. Areva became number one in the nuclear industry and number one in uranium mining while she was in charge. The company made three purchases of uranium mines in 2007, just before the financial crash. In the period 2001-2011 the company outperformed the French index by 165%.

Veronique Roche, a Rio Tinto employee and representative of French union CFE, spoke about the social impact of Rio Tinto's outsourcing and retrenchment on workers in Europe, asking about the security of employment of Rio Tinto workers at operations in Paris and elsewhere. There were some problems of audibility, and both the Chairman and CEO said they had not fully understood all the points made. Du Plessis invited Ms Roche to discuss matters after the AGM. CEO Sam Walsh said that aluminium operations in Europe and elsewhere were struggling because of the tough environment for aluminium and that Rio Tinto was reducing costs across the board so the business could survive.

Roger Featherstone, Director of the Arizona Mining Reform Coalition, said: “Rio Tinto has been planning a large underground block cave copper mine on public land near the town of Superior, Arizona, in the United States, for the last decade. However, the location of the proposed mine is problematic for several reasons. One is that the land is sacred to Native American Tribes. The second is that a portion of Oak Flat was placed off limits to mining more than 50 years ago by president Eisenhower. To get around these problems, Rio Tinto has tried 11 times to get special legislation passed but the United States Congress and has lost every time. The 12th version is currently stalled. A year ago, at your last AGM, I asked you if Rio Tinto planned to stop lobbying for the special interest legislation until you wrote a mine plan laying out your exact plans and impacts. You did not. In November of last year, you released an incomplete report that begins to lay out your plans. I again ask you to stop lobbying for your special interest legislation until your plan is complete and is fully vetted. In reading the incomplete report, two things are clear. The incomplete plan also makes it clear that Rio Tinto intends to destroy the sacredness of Oak Flat which will impinge on religious freedom for Native American Tribes. Secondly, the plan calls for the destruction of nearly half of the area that is off limits to mining by US law. One of the reasons that Rio Tinto withdrew from the Pebble project last week was to respect the wishes of Native peoples. I applaud this move if it is motivated by the desire of Rio Tinto to be a good corporate citizen. There are additional parallels between the proposed Pebble Mine project and Rio Tinto's proposed project at Oak Flat. Will you build on your decision at Pebble and respect the religious freedom of Tribes depending on the unbroken nature of Oak Flat and do the right thing at Oak Flat and drop that project as well or will you continue on your current course of denying freedom of religion for Native Americans and encroaching on land off limits to mining?”

Sam Walsh replied that there is a process in the US Senate about the land swap. He said there is broad support for the project in Arizona. The plan for the mine is underground, not open pit. The company needs to continue discussions but there is a long way to go before it can go ahead with the project. The final development of the mine plan depends on the land swap. Rio Tinto is committed to consultation.

Richard Harkinson from London Mining Network asked about the Oyu Tolgoi copper gold project in Mongolia. He noted that the company had stated – in response to an earlier reply from Rio Tinto about the huge write-down on the project's worth as an asset - that it had been initially “forced to overvalue the project, then devalue it”. Richard said that the contrary was the case: in seeking funding, Rio Tinto had overvalued the project, and one of the arguments of the Mongolian Government is that they do not believe that Rio Tinto has spent as much as it claims it has spent on developing the project. Richard said that immediately Rio Tinto had signed an agreement with the government, it had registered offshore and thus saved itself 40% of the tax liability. Large-scale loans from development banks were blocked and meanwhile nomadic people were suffering because of the company's lack of transparency, poor waste management plans and impacts on water. Seven of the company's boreholes into the deep saline aquifer had had a disastrous effect on local people who have rights over the area, contaminating fresh water supplies. The company should fix these boreholes and release vital reports that it had not released. It should pay attention to the World Bank complaint process and independent expert's report to be published in the coming month and should honestly engage with local nomads. The company had spread out of the concession area and is taking material to the Chinese border in trucks along an unsurfaced road, causing dust problems.

Sam Walsh said that discussions were continuing with the Mongolian Government, and that as the company would be involved for a long time, it wanted to get things right. All parties are keen to take the project forward. He said he was confident that an agreement would be made. All parties had requested an extension of the deadline for agreeing financing. The company is using brackish water not suitable for human use and that there was no connectivity between this water and the water used by local people. Richard objected that there is now connectivity because of the company's poorly drilled boreholes. Sam Walsh said that this was being overseen by the Mongolian Government and that there was no impact on herder wells. He suggested that Richard speak to the product group head for copper after the meeting.

Dr Natasha Posner said that in view of the recent IPCC report on the need to reduce the use of fossil fuels and the Citibank report on stranded assets, she would like to ask when Rio Tinto would move its investment out of coal. The company's response so far had been inadequate: the value of its coal assets would reduce, and it should reduce its investment in coal.

Sam Walsh replied that Rio Tinto does recognise that the climate is changing and that man-made emissions are responsible for this. Rio Tinto is taking a co-ordinated response. Technology will be important in finding solutions regarding the energy mix. Coal will be around for quite a while. As long as the demand for coal continues, it will be part of the company's portfolio. Rio Tinto has reduced its own emissions by 20% since 2008. It is focused on technical solutions to take it to the next level.

Andy Whitmore, of Indigenous Peoples Links, talked about the Ranger uranium mine at Kakadu in Australia, run by the Rio Tinto subsidiary ERA. There had been a series of accidents in late 2013 and the mine had been shut down in December 2013 because of a radioactive spill. ERA's own Annual Report says that if the Ranger 3 Deeps project does not go ahead, the company will not have the money to rehabilitate the site. This is a form of blackmail against local landholders whose consent is necessary if the project is to go ahead. Therefore, have the recent incidents impacted on plans to expand the Ranger mine underground, and – more importantly - will Rio Tinto give a guarantee that the Ranger area will be rehabilitated as required by 2026?

Sam Walsh replied that the leach tank failure was a simple mechanical issue – the plastic liner had failed, and acidic material had then rusted through the wall of the tank. The leak had been contained within the system, showing that the system worked. The Government of Australia had sent in a team to review the failure and there were plans for maintenance to ensure that there would be no repetition. Work on the Ranger 3 Deeps exploration project was proceeding satisfactorily but the company cannot yet say whether it will proceed. A rights issue had been arranged by ERA to fund rehabilitation. Local Aboriginal people are key stakeholders and the company works closely with them.

Andy said that the key question is, given that ERA says there is a risk that it will not be able to afford to rehabilitate the site, whether Rio Tinto will step in and guarantee the clean up.

Sam Walsh said that as ERA is a publicly listed Australian company, this would be a question for ERA. The rights issue had raised money to cover this.

Roger Moody observed that Rio Tinto's 140 year history had been presented in the introduction to the meeting as if there had been no bumps or conflicts along the way. He said that one particular mine had been notorious across the world – the Rössing uranium mine in Namibia. He said that he hoped that if similar circumstances were to exist in the future, the company would not even consider such a project. The Rössing mine, in South African occupied South West Africa, had been lacking in protection for workers. There had been considerable improvement in the years since the company first invested, largely as a result of pressure from organisations in this country. But a study by Earthlife Namibia of 44 current and retired workers at Rössing had revealed health problems ranging from asthma to cancer. Two-thirds of those workers reported symptoms and two had been off sick for several years. Earthlife had discovered that none of these workers had been given access to their medical records. Many of the workers had been lost track of, though presumably Rössing has records of their problems. Earthilfe Namibia's report recommends that a large-scale epidemiological research be conducted to uncover the real situation giving the workers some hope for justice and security for their immediate families. This is an urgent call to relevant government institutions and ministries, Rio Tinto’s Rössing Uranium and the Mine Workers Union of Namibia to perform such a study. It is of utmost importance that the Ministry of Health and Social Services gets unrestricted access to the medical reports of all workers employed by Rössing Uranium in order to get an overall picture of the workers' conditions. The content of these medical reports should contain the number of past and present cancer cases of former and current workers to be compared with countrywide cancer cases. Likewise mine workers should have access to their own medical reports so they are informed and not left in the dark about their own health status. An independent team comprising medical experts should examine those workers that are no longer working in the mine because of medical disability. 
Sam Walsh said he had not seen the Earthlife report. Roger offered to pass a copy of it to him. Sam Walsh said that when Rio Tinto sees it, it could understand the detail. During the life of the mine, Rio Tinto had taken health and safety issues seriously. He said that all employees do have access to their medical records. All occupational related illnesses are recorded and reported to the Namibian Ministry of Health. But the first step in Rio Tinto's response is to see the Earthlife report.
Roger asked if the company is open to an epidemiological study being carried out. The workers in the Earthlife study refer to poor conditions but say they did not have access to medical records.
Jan du Plessis interjected that he always treats campaigners like Roger Moody with the utmost respect. He said that it was important for the company to interact with such people constantly. He said that if Roger had told us in advance that he wanted to raise this question, the company could have dealt with it better.
Roger replied that he had himself only recently received the report. He added that Partizans had had a difficult experience of meeting with the company in the 1980s and had felt betrayed by the company as a result. In the light of this, it had requested that meetings with the company should be in public and with an independent chair. This request had been refused. He also said that just after the April 2013 AGM he had sent Rio Tinto a report by a joint Indian/UK team, including himself, about the company's Bunder diamond project in India. He had been told that he would receive a reply soon after it was passed to the company in India, but had received no such reply, and the points made had not been answered.
Jan du Plessis said that he knew nothing of Roger's letter of 2013, and he apologised for what was very bad manners. He said that his encouragement to engage with his colleagues was not to avoid the company giving answers in public, but because he thought this would be a more constructive way to proceed. He repeated that he had always treated critics with dignity, and that he meant that.
And on that note, the meeting ended.
