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Flush Monsters

China keeps resources boom rolling
investors in demand

- MASSIVE mining 2pproved multimillion- Australian mine is plan-
trucks are stranded by & dollar upgrades to their ning to dig up old tyres
worldwide shortage of large tyre production. used as road markers to

problem

heavy duty tyres.

Queensland mining
industry insiders say the
six-wheeled monster
trucks — worlh up to
$3 million and with
paryloads of 100-360
tonmnes = sit idle because
companies cannot get
the $40,000 tyres the
truck use.

Frolanged growth in

But with industry de-
mand outweighing pro-
duction, it may be vears
before the backlog of or-
ders can be met.

“In the case of giant
mining tyres, increased
capacity may take more
than Lwo years to de-
velop.” Bridgestone
Eartnmovers execulive
marketing manager

see if they can be put
back into service.
Larger miners such as
BHP-Billiton and Rio
Tinto are somewhat
protected because of
contracts they have
with t¥re companies but
are also wary of the
problem.
L The shortage has

Shortages
{tmining

Key projects come under pressure as costs blow out

stone Earthmover and
Michelin hawe recently

The problem has be-
come so dire one West

UNDERMINED: China's booming
economy has resulled i @ worldwide

shortage of spares for our trucks

Investment
of $10b for
commodities

Boom

Austraﬁan miners crg

nk up Investments

Mining tops profit stakes as companies enjoy bumper times
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Boom and beyond
 Driven by supply and demand fundamentals

* Metals and minerals prices eventually expected to
return to long-term trend

* The best time to prepare is now

 World-class supply chain management is part of
preparation for success beyond the boom
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China fuelling demand for minerals and energy
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Chinese demand forecast to continue

Forecast Chinese Iron Ore Imports
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Rio Tinto Iron Ore’s expansions
250 -
RTIO iron ore production*
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* Total production from Hamersley, Robe and 10C including joint ventures Port expansions
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Rio Tinto cumulative iron ore investment since
2000* - US$S 3 billion plus

Major commitments for each year Dampier Il
4000 - and Yandi Il
3500 A Rail
expansion
3000 A
2500 Dampler Port _and
e Yandi expansions
& 2000 -
o Eastern
1500 - Range
West
1000 - Angelas
500 - /
0 T T T T T 1
2000 2001 2002 2003 2004 2005

*On a commitment basis - Rio Tinto share
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Expansions in port and rail

First ore loading at expanded New rail infrastructure
Dampier port
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Challenges of the boom include:

« Shortages of skilled labour

« Shortages and long-lead times for
mining and rail equipment

 Demand exceeding supply for tyres,
explosives and other key inputs

 Rising capital and operating costs
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Mitigating the challenges

 Collaborative, long-lasting relationships with suppliers
 Innovation

* Development and application of world-class supply
chain management technology
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Dedicated global focus on procurement

 Rio Tinto Procurement
established 1996

» Secures long-term contracts for
key inputs

* Remit expanded to be full-service
supply chain provider

e Source, buy and deliver

 Global hub and spoke approach
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Global procurement - centres of excellence
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Free Trade Agreements

« Successful experiences
elsewhere in the world

* Real opportunity to embed
favourable trade relations with
China

e For Australia - economic and
commercial benefits outweigh
costs

* Helps China take an important
step in accessing world markets
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Rio Tinto Iron Ore’s relationship with China

e First contact in late 1960s

e Iron ore shipments start in 1973
e Channar JV - 1987

e Eastern Range JV - 2002

* Chinese partner in Hismelt
project in Kwinana

* RTIO largest supplier of
seaborne iron ore to China

The opening of the Channar Mine was attended by
senior delegates of the Chinese and Australian
governments
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Building relationships with China

Chairman Bangguo Wu examines 400th million tonne
Pilbara iron ore samples celebrations Beijing
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Two way relationship - China as supplier

Tug manufacture
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Anti-dumping rules in Australia

 Australian legislation counts costs but ignores
benefits

* Reduces input choices and increases costs for
Australian producers

» Reduces export competitiveness

 Australia should adopt a ‘national interest’ test
on anti-dumping
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Beyond the boom - opportunities

* Procurement essential to post-boom success

« Supplier relationships increasingly sophisticated and
collaborative - no longer take and pay

 Innovation a key requirement in all relationships

* Focus on procurement helping capital management
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