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BHP BILLITON’S PROPOSED COMBINATION WIT H RIO TINTO TO UNLOCK VALUE

HIGHLIGHTS 1

1

•

Com bination to create the world’s prem ier diversified natural resources
company

•

Unique portfolio of large-scale, low-cost, long-life assets

•

US$3.7 billion per annum in quantified synergies achieved through
efficiencies and acceleration of volumes to meet strong customer dem and

•

Three BHP Billiton shares for each Rio Tinto share equivalent to a prem ium
of approxim ately 28 per cent for Rio Tinto shareholders

•

All share proposal gives Rio Tinto shareholders exposure to the world’s
prem ier diversified natural resources company

•

Value enhancing for BHP Billiton shareholders w ith exposure to synergies
captured, strengthened asset portfolio and unrivalled future growth pipeline

•

US$30 billion post-completion buy-back intended

•

Cash flow and earnings per share accretive from the first full fiscal year
follow ing com pletion

Introduction

The Board of BHP Billiton has recently w ritten to the Board of Rio Tinto proposing a
combination of their respective companies to create an organisation w ithout peer in the
natural resources industry. The Board of BHP Billiton has sought and continues to seek to
engage in discussions w ith Rio Tinto w ith a view to obtaining the support and
recommendation of the Board of Rio Tinto for this proposal. To date Rio Tinto has not
agreed to these discussions.

1
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BHP Billiton now considers it appropriate to make BHP Billiton and Rio Tinto shareholders
aw are of this proposal so that it can seek their support for discussions between the tw o
companies. This announcement is intended to provide information about BHP Billiton’s
proposal and does not constitute an offer and there can be no assurance that any
combination or offer w ill result.
It is proposed that the combination of BHP Billiton and Rio Tinto be completed by tw o interconditional schemes of arrangement w ith each Rio Tinto shareholder receiving three BHP
Billiton shares for each Rio Tinto share held.
This share exchange ratio implies a premium of approximately 28 per cent to the combined
volume w eighted average market capitalisations of Rio Tinto Limited and Rio Tinto plc over
the month ended 31 October 2007 (being the last date prior to BHP Billiton's approach to Rio
Tinto), based on volume w eighted average BHP Billiton share prices over the same period.
Importantly, w ith the all share proposal, Rio Tinto shareholders receive not only the
premium, but also pro rata access to the current and future economic benefits of the
combination, including a pro rata share of synergies.
This combination is value enhancing for BHP Billiton shareholders, w ho also gain from a pro
rata share of synergies, strengthened asset portfolio and unrivalled future grow th pipeline.
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Unlocking Value

BHP Billiton firmly believes that the rationale for combining BHP Billiton and Rio Tinto is
compelling due to the strategic fit, the expected synergies and the opportunity to create an
organisation w ithout parallel. This combination w ill unlock unique value for both BHP Billiton
and Rio Tinto shareholders.
A.

Strategic Fit

BHP Billiton considers the combination of BHP Billiton and Rio Tinto as the most logical and
compelling consolidation opportunity for both companies. The fit in ter ms of values, strategy,
asset mix and quality, as w ell as culture, is w ithout comparison in the natural resources
industry.
The tw o companies each have portfolios of large-scale, low-cost, long-life assets that are
highly complementary and, w hen combined, w ould be w ithout peer. Importantly, the
proposal offers material benefits unique to this combination because of the common and
overlapping presence in a number of major resource basins and joint ow nership interests.
•

The overlaps offer unique opportunities for material value creation from realising further
economies of scale, sharing infrastructure and removing duplication. The unique value
arises from combining the operations in a number of major resource basins, especially:
o

faster and more efficient development of the combined iron ore resources in Western
Australia;

o

optimisation of the Australian coal operations in the Hunter Valley and the Bow en
Basin; and

o

improved and expanded development of brow nfield and greenfield opportunities
within the combined Aluminium, Base Metals, Diamonds and Industrial Minerals
businesses.

Page 2 of 18

For personal use only

•

By combining the tw o development portfolios, optimising the development sequence and
utilising the combined infrastructure, the development of new production can be
substantially brought forward, and the long-term value and utilisation of the resources
can be optimised.

•

Looking beyond the current development portfolios, both companies are seeking to
develop resources in new geographies that frequently have high infrastructure and other
costs, as well as increased risks. Combined, BHP Billiton and Rio Tinto w ould have
greater ability and increased opportunities to develop the next generation of w orld-scale
projects in these new regions, for the benefit of customers, local communities and
shareholders.
B.

Quantified Synergies

This combination is expected to generate material synergies – the total being unique to a
combination of BHP Billiton and Rio Tinto due to the substantial overlap in neighbouring and
jointly-ow ned operations, combined w ith the usual areas of duplication. In particular, BHP
Billiton expects:
•

US$1.7 billion nominal per annum of cost savings in the third full year follow ing
completion, achieved through removal of duplication as w ell as procurement and
operating efficiency savings; and

•

further EBITDA enhancement of US$2.0 billion nominal per annum in the seventh full
year follow ing completion, driven primarily by the acceleration of volumes to customers.

In the seventh full year follow ing completion this, therefore, gives a total incremental EBITDA
of US$3.7 billion nominal per annum of quantified synergies.
The total one-off implementation cash costs related to achieving these synergies are
expected to amount to US$0.65 billion over the first tw o full years follow ing completion.
This estimate of cost savings and further EBITDA enhancement has been reported on under
the City Code on Takeovers and Mergers by KPMG and by BHP Billiton’s financial advisor
Goldman Sachs International. Copies of their letters are included in parts (a) and (b)
respectively of Appendix II.
The estimate of cost savings and further EBITDA enhancement should be read in
conjunction w ith notes (s) to (w) of Appendix I.

C.

Unparalleled Organisation

BHP Billiton and Rio Tinto have aligned values and similar management processes. Both
companies share core values focussed on global best practice in safety, community and
environment.
Created from this combination is a deep pool of talent, scarce in the current strong resources
market, and BHP Billiton anticipates that key management positions w ould be filled by
draw ing on the best of both management teams.
In addition, BHP Billiton w ould invite a number of Rio Tinto’s independent directors to join the
combined Board.
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A Deliverable Proposal

BHP Billiton has spent considerable time formulating its proposal to Rio Tinto and is highly
confident that it can be successfully completed.
A.

Manageable Regulatory Issues

BHP Billiton has undertaken a thorough analysis of the anti-trust implications of this
combination and is confident that anti-trust issues present no significant barriers to
completing the proposed transaction, and that any possible regulatory concerns can be
readily addressed. BHP Billiton considers that this process should not impact in a meaningful
way either the future prospects of the combined group or the amount and achievability of
synergies.
Importantly, the expanded grow th options and speed-to-market benefits available to the
combined group w ould provide material pro-competitive benefits in key commodity markets,
to the advantage of customers.
BHP Billiton expects the regulatory focus to centre on the combined iron ore businesses,
where the combined group w ould have a share of contestable iron ore sales of
approximately 27 per cent.2 In the supply of iron ore, prices are set by supply and demand
and the cost of marginal production. The combined group's assets would be low cost in
comparison to the marginal producer, meaning the combined group w ould have an incentive
to invest in those assets and to grow production. In addition, BHP Billiton expects emerging
and new low-cost producers will increase competition in w hat is a rapidly evolving
marketplace.
BHP Billiton expects that obtaining the regulatory approvals w ill take betw een 9 and 12
months, allow ing for a detailed review by the regulators.
B.

Clear Benefits for Customers

This proposal w ill enable the combined group to better serve the needs of customers.
Together, BHP Billiton and Rio Tinto w ill be able to deliver increased product volumes to
market more quickly, against a backdrop of grow ing demand. Supply logistics can be
optimised by w ay of blending or improved delivery options resulting in greater security of
supply to customers. The combination w ill create a unique portfolio of low-cost, world-class
assets which w ill enable product to be delivered to customers throughout global economic
cycles.
C.

Preserves Dual Listed Companies (DLC) Structure

In order to deliver the value of the combination to all shareholders, BHP Billiton has
proposed that the transaction be structured as an all share exchange at a fixed ratio,
preserving the DLC structure and each listing domicile for Rio Tinto shareholders.
Only a combination of BHP Billiton and Rio Tinto could readily accommodate both parts of
Rio Tinto’s DLC structure.

2

Based on 2006 global contes table sal es, incl usive of Chinese domes tic producti on
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D.

Shareholder and Other Approvals

BHP Billiton continues to seek the support and recommendation of the Board of Rio Tinto for
its proposal, which would be subject to receipt of all appropriate required anti-trust and
regulatory approvals. BHP Billiton has proposed that the combination of BHP Billiton and
Rio Tinto be completed by tw o inter-conditional schemes of arrangement, the
implementation of w hich would require approvals of both BHP Billiton and Rio Tinto
shareholders and court approvals.

4

Value Proposition for All Shareholders
A.

Compelling Premium and Ongoing Participation for Rio Tinto Shareholders

On a pro forma basis, Rio Tinto shareholders w ould ow n approximately 41 per cent of the
combined group (excluding intra-company cross-holdings).
BHP Billiton has proposed that the ter ms for the combination w ould involve each Rio Tinto
shareholder receiving three BHP Billiton shares for each Rio Tinto share. More specifically,
the proposed consideration w ould be structured as:
•

three BHP Billiton Limited shares for each Rio Tinto Limited share; and

•

three BHP Billiton shares for each Rio Tinto plc share consisting of 80 per cent BHP
Billiton Plc shares and 20 per cent BHP Billiton Limited shares. The consideration for Rio
Tinto plc shareholders w ould be structured on a mix and match basis.

Based on the closing prices of a BHP Billiton Limited Ordinary Share of A$46.10 and a BHP
Billiton Plc Ordinary Share of £18.31 on 31 October 2007 (being the last date pr ior to BHP
Billiton’s approach to Rio Tinto), the proposal values:
•

each Rio Tinto Limited Ordinary Share at A$138.30 and the issued ordinary share capital
of Rio Tinto Limited at A$39.5 billion; and

•

each Rio Tinto plc Ordinary Share at £56.28 and the issued ordinary share capital of Rio
Tinto plc at £56.1 billion.

Based on the closing prices of BHP Billiton Limited and BHP Billiton Plc shares on 31
October 2007, the total consideration offered to shareholders of Rio Tinto Limited and Rio
Tinto plc is US$153.2 billion. This implies a premium of approximately:
•

25 per cent to the combined market capitalisations of Rio Tinto Limited and Rio Tinto plc
on 31 October 2007 of US$122.1 billion; and

•

30 per cent to the combined volume w eighted average market capitalisations of Rio Tinto
Limited and Rio Tinto plc over the month ended 31 October 2007 of US$118.2 billion

Based on the volume w eighted average prices of BHP Billiton Limited and BHP Billiton Plc
shares for the month ended 31 October 2007, the total consideration to shareholders of Rio
Tinto Limited and Rio Tinto plc is US$151.2 billion. This implies a premium of approximately
•

28 per cent to the combined volume w eighted average market capitalisations of Rio Tinto
Limited and Rio Tinto plc over the same period.

Based on BHP Billiton’s
offered to shareholders
represents a premium of
Rio Tinto Limited and

closing share prices on 9 November 2007, the total consideration
of Rio Tinto Limited and Rio Tinto plc is US$138.1 billion, w hich
approximately 15 per cent to the combined market capitalisations of
Rio Tinto plc on 8 November 2007 and 7 November 2007,
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respectively, being market capitalisations reflecting closing prices of Rio Tinto Limited and
Rio Tinto plc shares immediately prior to BHP Billiton’s announcement on 8 November 2007
in response to speculation about a potential offer for Rio Tinto at a premium.
The issue of BHP Billiton Limited shares as a portion of the consideration to Rio Tinto plc
shareholders w ill rebalance the DLC legs to approximately equal size.
Rio Tinto shareholders resident in Australia and the United Kingdom w ill be able to benefit
from capital gains tax rollover relief, other than possibly in respect of BHP Billiton Limited
shares that are received by Rio Tinto plc shareholders.
B.

Continued Participation by Both Sets of Shareholders

Importantly, the proposal does not require any Rio Tinto shareholder to exit; it delivers to Rio
Tinto shareholders not only the premium, but also pro rata access to the current and future
economic benefits of the combination, including a pro rata share of synergies.
The combination of BHP Billiton and Rio Tinto is value enhancing for BHP Billiton
shareholders. In creating the w orld’s premier diversified natural resources company, BHP
Billiton shareholders w ill benefit from a pro rata exposure to the substantial synergies to be
captured and a strengthened asset portfolio and future grow th pipeline.
BHP Billiton expects the combination to be cash flow per share3 and earnings per share4
accretive to BHP Billiton shareholders from the first full fiscal year follow ing completion.
C.

Financial Strength

Importantly, the combined group w ould be uniquely positioned to meet the strong demand
that both companies are presently enjoying from China, India and other high grow th
economies, w hich is expected to continue.
The combination of BHP Billiton’s and Rio Tinto’s high-quality, low-cost, long-life assets, w ith
enhanced commodity and geographic diversification, and additional value enhancement
through merger synergies, w ould enable the combined group to deliver strong long-ter m
performance throughout commodity cycles.
The combined group w ould have superior cash flows; BHP Billiton’s intention is for the
combined group to target a single A credit rating. BHP Billiton estimates that the combined
group w ould have the financial flexibility to return significant capital to its shareholders, and
intends to make the first such return follow ing completion through an initial share buy-back
(or other appropriate mechanis m) of approximately US$30 billion. This cash distribution
would allow the combined group to have an efficient balance sheet w hile maintaining
flexibility for future investment.
BHP Billiton believes that Rio Tinto has in place financing arrangements of US$40 billion to
fund the acquisition of Alcan Inc, w hich include a change of control clause.
BHP Billiton intends to maintain a progressive dividend policy.

3
4

After adjus ting for the i ntended s hare buy-bac k
After adjusti ng for the intended share buy-bac k and excluding depreci ation on the write-up of Rio Tinto’s assets as a result of
the c ombination
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Inform ation on BHP Billiton

BHP Billiton is headquartered in Melbourne, Australia, and is the w orld’s largest global
diversified natural resources company. BHP Billiton is listed on stock exchanges in Australia
(ASX), United Kingdom (LSE), United States (NYSE), South Africa (JSE), Germany
(Frankfurt) and Sw itzerland (Zurich). As at Friday, 9 November, 2007, BHP Billiton had a
market capitalisation of US$206.7 billion.
BHP Billiton has approximately 39,000 employees w orking in more than 100 operations in
approximately 25 countries. For the financial year ended 30 June 2007, BHP Billiton
reported revenue, together w ith its share of jointly controlled entities’ revenue, of US$47.5
billion, underlying earnings before interest and tax (underlying EBIT) of US$20.1 billion, net
profit attributable to shareholders of US$13.4 billion and net operating cash flow of US$15.6
billion. As at 30 June 2007, BHP Billiton had net assets of US$29.9 billion.
BHP Billiton operates ten business units or Customer Sector Groups (CSGs), aligned w ith
the commodities w hich the company extracts and markets. The ten CSGs are Aluminium,
Base Metals, Diamonds and Specialty Products, Energy Coal, Iron Ore, Manganese,
Metallurgical Coal, Petroleum, Stainless Steel Materials and Uranium.
•

The Alum inium CSG’s (12 per cent of total BHP Billiton FY2007 revenue) principal
activities are the mining of bauxite, refining of bauxite into alumina and s melting of
alumina into aluminium metal. The CSG has operations in Australia, Brazil, Mozambique,
South Africa, and Suriname.

•

The Base Metals CSG’s (27 per cent of total BHP Billiton FY2007 revenue) principal
activities are the mining of copper, silver, lead, zinc, molybdenum, uranium and gold. A
separate Uranium CSG w as created in July 2007. Its principal activities are the
production and marketing of uranium and the operation and development of the Olympic
Dam ore body. The Uranium CSG's results w ill be reported as part of the consolidated
Base Metals CSG's results. The Base Metals CSG has operations in Australia, Chile,
Peru and the United States.

•

The Diam onds and Specialty Products CSG’s (tw o per cent of total BHP Billiton
FY2007 revenue) principal activities are the mining of diamonds and titanium minerals.
The CSG has operations in Canada and South Africa.

•

The Energy Coal CSG’s (10 per cent of total BHP Billiton FY2007 revenue) principal
activities are the mining and marketing of export thermal (energy) coal. The CSG has
operations in Australia, Colombia, South Africa and the United States.

•

The Iron Ore CSG’s (12 per cent of total BHP Billiton FY2007 revenue) principal
activities are the mining of iron ore from a number of mines. The CSG’s principal
operations are based in the Pilbara region of north Western Australia and in Brazil.

•

The Manganese CSG’s (three per cent of total BHP Billiton FY2007 revenue) principal
activities are the mining of manganese ore and production of manganese metal and
alloys. The CSG has operations in Australia and South Africa.

•

The Metallurgical Coal CSG’s (eight per cent of total BHP Billiton FY2007 revenue)
principal activities are the mining of metallurgical coal in Australia.
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•

The Petroleum CSG’s (12 per cent of total BHP Billiton FY2007 revenue) principal
activities are oil and gas exploration, production, development and marketing in Australia,
the United Kingdom, the United States, Algeria, Trinidad and Tobago, and Pakistan.

•

The Stainless Steel Materials CSG’s (15 per cent of total BHP Billiton FY2007 revenue)
principal activities are producing nickel concentrate primarily for the stainless steel
industry. The CSG operates a number of mines, concentrators, smelters and refineries in
Australia and Colombia.

6

Inform ation on Rio Tinto

Rio Tinto is headquartered in London, United Kingdom and is listed on the Australian,
London and New York stock exchanges. As at Friday, 9 November, 2007, Rio Tinto had a
market capitalisation of US$151.7 billion.
Rio Tinto has operations w orldw ide w ith strong representation in Australia and North
America and significant businesses in South America, Asia, Europe and southern Africa.
Through its global operations, Rio Tinto produces iron ore, metallurgical and ther mal coal,
copper, bauxite, alumina, aluminium, uranium and diamonds as w ell as other base metals
and industrial minerals.
Rio Tinto has recently expanded its aluminium operations w ith the acquisition of a major ity
interest in Alcan, creating the w orld’s leading supplier of aluminium.
7

Management and Em ployees

The existing employ ment rights, including pension rights, of all management and employees
of Rio Tinto w ill be fully safeguarded.
8

Regulation

The proposal w ould be subject to satisfaction or w aiver of Regulatory Pre-conditions, relating
to the obtaining of regulatory clearances from the European Union, Australia, the United
States, Canada and South Africa.
This announcement does not constitute a firm intention to make an offer and, accordingly,
there can be no assurance that any offer will be made, even if these Regulatory Preconditions are satisfied or w aived.
9

General

In accordance w ith Rule 2.10 of the UK City Code, as at Friday, 9 November 2007,
2,256,993,546 BHP Billiton Plc Ordinary Shares (including 20,072,510 BHP Billiton Ordinary
Shares held by BHP Billiton Limited) and 3,358,359,496 BHP Billiton Limited Ordinary
Shares w ere in issue. The International Securities Identification Number for BHP Billiton
Limited Ordinary Shares is AU000000BHP4 and for BHP Billiton Plc Ordinary Shares is
GB0000566504.
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A media teleconference w ith Marius Kloppers, including a question and answ er session, will
be held at 8:00 AM GMT (7:00 PM AEDT) today. Dial-in details w ill be provided separately.
There w ill be a joint presentation to analysts and investors on this announcement in London
at 9:00 AM GMT (8:00 PM A EDT) today at Goldman Sachs International, River Court
Building, 120 Fleet Street, London EC4A 2BB and at Goldman Sachs JBWere, Level 42,
Governor Phillip Tow er, 1 Farrer Place, Sydney, w ith a web-casting facility on BHP Billiton’s
web site (www.bhpbilliton.com). There w ill also be a dial-in conference call facility for the
presentation. Dial-in details w ill be provided separately.
A recording of the presentation w ill be accessible through BHP Billiton’s w eb site.
Contacts
Australia

United Kingdom

Samantha Evans, Media R elations
Tel: +61 3 9609 2898 Mobile: +61 400 693 915
email: Samantha.Evans @bhpbilliton.com

Andre Liebenberg, Investor Relati ons
Tel: +44 20 7802 4131 Mobile: +44 7920 236 974
email: Andre.Liebenberg@bhpbilliton.com

Jane Belc her, Investor Relati ons
Tel: +61 3 9609 3952 Mobile: +61 417 031 653
email: Jane.H.Belcher@bhpbilliton.com

Illtud Harri, Medi a Relations
Tel: +44 20 7802 4195 Mobile: +44 7920 237 246
email: Illtud.Harri@bhpbilliton.c om

United States

South Africa

Tracey Whitehead, Inves tor & Media Relati ons
Tel: US +1 713 599 6100 or UK +44 20 7802 4031
Mobile: +44 7917 648 093
email: Tracey.Whitehead@bhpbilliton.com

Alison GIl bert, Investor Rel ations
Tel: SA + 27 11 376 2121 or UK +44 20 7802 4183
Mobile: +44 7769 936 227
Email: Alison.Gilbert@ bhpbilliton.c om

This announcement is for infor mation purposes only and does not constitute an offer or invitation to ac quire or dispose of any
securities or i nvestment advice or a propos al to make a takeov er bid in any jurisdicti on.
The directors of BHP Billiton acc ept r esponsibility for the infor mati on c ontained in this announcement. H aving tak en all
reasonabl e care to ens ure that such is the cas e, the infor mati on c ontained in this announcement is, to the best of the
knowledge and belief of the directors of BHP Billiton, in accordanc e with the facts and c ontains no omission likely to affect its
import.
The releas e, publicati on or distribution of this announc ement in jurisdicti ons other than the United Kingdom and Australia may
be restricted by law and therefor e any persons who are s ubjec t to the laws of any other jurisdiction s hould infor m thems elves
about, and observ e, any applicable requirements. This announcement has been prepared for the purpos es of c omplying with
English and Australian l aw and the UK City Code and the i nfor mati on disclosed may not be the s ame as that which w ould have
been disclos ed if this announc ement had been prepared i n acc ordance with the laws of other jurisdictions.
It is possible that this announc ement could or may contain forward looking statements that are bas ed on current ex pectations or
beliefs, as well as assumptions about future events. Relianc e should not be plac ed on any such statements because of their
very nature, they are s ubjec t to known and unk nown risks and uncertai nties and can be affected by other factors that could
cause actual results, and BHP Billiton’s plans and objectives, to differ materially from those express ed or i mplied in the forward
looking statements.
None of the statements concerning expected cost savi ngs, rev enue benefits (and resulti ng incremental EBITDA) and EPS
accretion i n this announc ement should be interpreted to mean that the future earnings per share of the enlarged BHP Billiton
group for c urrent or future financial y ears will nec essarily matc h or exceed the historical or published ear nings per s hare of BHP
Billiton, and the actual cost s avings and revenue benefits (and res ulting EBITDA enhanc ement) may be materially greater or
less than esti mated.
There are sev eral factors which coul d caus e actual results to differ materially from those ex pressed or i mplied in forward
looking statements. Among the factors that c ould c ause actual results to differ materially from those described in the forward
looking statements are BHP Billiton’s ability to succ essfully c ombine the businesses of BHP Billiton and Rio Tinto and to realise
expec ted synergies fr om that c ombination, changes i n the global, political, economic , business, c ompetitiv e, market and
regulatory forc es, future exc hange and interest rates , changes i n tax rates and future business combi nations or dispositions.
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This announc ement does not c onstitute an offer to sell or invitation to purchase any securities or the solicitation of any vote or
approv al in any j urisdiction.
In connec tion with BHP Billiton's propos ed combi nati on with Rio Tinto by way of the propos ed Sc hemes of Arrangement
("Schemes"), the new BHP Billiton s hares to be issued to Rio Tinto shareholders under the ter ms of the Schemes have not
been, and will not be, registered under the US Sec urities Act of 1933, as amended, or under the sec urities laws of any state,
district or other jurisdiction of the United States, and no regulatory clearances in res pect of the new BHP Billiton shares have
been, or (possibly with certain li mi ted exceptions) will be, applied for in any jurisdiction of the United States . It is ex pected that
the new BHP Billiton shares will be issued i n relianc e upon the ex emption from the registration requirements of the US
Securities Act provided by Sec tion 3(a)(10) ther eof.
In the ev ent that the propos ed Schemes do not qualify (or BH P Billiton otherwise elects pursuant to its right to pr oceed with t he
transacti on i n a manner that does not qualify) for an exempti on from the registr ation requirements of the US Sec urities Act, BHP
Billiton would ex pect to register the offer and sal e of sec urities it would issue to Rio Tinto US shareholders and Rio Tinto ADS
holders by filing with the SEC a Registration Statement (the “Registration Statement”), w hich will contai n a pr ospec tus
(“Prospectus”), as well as other relevant materials. No such materials have yet been filed. This c ommunicati on is not a
substitute for any Registration Statement or Pr ospec tus that BHP Billiton may file with the SEC.
U.S. INVESTORS AND U.S. HOLDERS OF RIO TINTO SECURITIES AND ALL HOLDERS OF RIO TINTO AD Ss ARE
URGED TO READ ANY REGISTRATION STATEMENT, PROSPECTUS AND ANY OTHER DOCUMENTS MADE AVAILABLE
TO THEM AND/OR FILED WITH THE SEC REGARDING THE POTENTIAL TRANSACTION, AS WELL AS ANY
AMENDMENTS AND SUPPLEMENTS T O THOSE DOCUMENTS, IF AND WHEN THEY BECOME AVAILABLE BECAUSE
THEY WILL CONTAIN IMPORTANT INFORMATION.
If and when filed, i nvestors and s ecurity hol ders will be able to obtain a free copy of the R egistrati on Statement, the Pr ospec tus
as well as other relevant documents filed with the SEC at the SEC's website (http://www.sec .gov), onc e suc h doc uments are
filed with the SEC. Copies of suc h doc uments may also be obtained from BHP Billiton without charge, once they are filed with
the SEC.
Dealing Disclos ure Requirements
Under the provisions of R ule 8.3 of the T akeover C ode (the “Code”), if any person is, or bec omes, “interes ted” (directly or
indirectly) in 1 per cent or more of any class of “relevant securities” of any of BHP Billiton Plc, BHP Billiton Li mited, Rio Tinto
plc or Rio Tinto Li mited, all “dealings” in any “relevant sec urities” of that c ompany (includi ng by means of an opti on in respect of,
or a derivative referenced to, any suc h “relevant securities”) must be publicly disclosed by no later than 3.30 pm ( London ti me)
on the London business day following the date of the relev ant trans action.
The relevant disclosur e mus t also include details of all “interests” or “dealings” in any class of “relevant sec urities” of the other
company which is part of its DLC str ucture. Ther efore, if, for exampl e, a disclos ure is being made in res pect of a dealing in
securities of BHP Billiton Plc, an accompanyi ng disclosure must also be made of inter ests or short positi ons hel d in s ecurities of
BHP Billiton Li mited, even if the person’s interest or s hort position is less than 1 per c ent of the r elevant cl ass. T he same
approach s houl d be adopted in respect of securities of Rio Tinto plc and Rio Tinto Li mited. Therefore, each disclos ure should
consist of tw o Rule 8.3 disclos ure for ms, one for the Plc ar m of the DLC struc ture and one for the Li mi ted ar m of the DLC
structure, releas ed as one announc ement.
This requirement will continue until the date on which the “offer period” ends . If two or more persons act together pursuant to an
agreement or understanding, whether for mal or infor mal, to ac quire an “interes t” in “relev ant securities” of BHP Billiton Plc, BHP
Billiton Li mi ted, Rio Tinto plc or Rio Tinto Li mited, they will be deemed to be a single person for the purpos e of Rule 8.3.
Under the provisions of R ule 8.1 of the C ode, all “dealings” in “relevant sec urities” of either BHP Billiton or Rio Tinto by BHP
Billiton or Rio Tinto, or by any of their respective “associ ates”, must be disclos ed by no later than 12.00 noon (London ti me) on
the London business day following the date of the relev ant trans action.
A disclosure table, giving details of the compani es in whos e “relevant sec urities” “dealings” shoul d be disclosed, and the
number of s uch s ecurities i n issue, can be found on the Tak eov er Panel’s website at www.thetak eov erpanel.org.uk.
“Interests in s ecurities” arise, in summary , when a person has long ec onomic exposure, whether conditional or absolute, to
changes i n the price of sec urities. In particular, a person will be treated as having an “inter est” by virtue of the ownership or
control of s ecurities, or by virtue of any opti on in respect of, or derivative referenc ed to, securities .
Ter ms in quotation marks are defined in the Code, w hich c an also be found on the Panel’s website. If you ar e in any doubt as to
whether or not y ou are required to disclos e a “dealing” under Rule 8, y ou s hould consult the Panel.
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Bases and Sources of Inform ation
(a) Unless otherw is e stated, financial and other information concerning BHP Billiton and Rio
Tinto has been extracted or derived from the interim statements, preliminary results and
the annual report and accounts of each company for the relevant periods, or from
published sources or from BHP Billiton management sources.
(b) Unless otherw ise stated, average share prices and market capitalisations throughout this
announcement reflect volume-w eighted averages.
(c) The market value of BHP Billiton Limited shares is based on the closing price of a BHP
Billiton Limited share of A$46.10, provided by the Australian Securities Exchange on 31
October 2007, being the last date prior to BHP Billiton’s approach to Rio Tinto.
(d) The market value of BHP Billiton Plc shares is based on the closing middle- mar ket price
of a BHP Billiton Plc share of £18.31, provided by the London Stock Exchange on 31
October 2007, being the last date prior to BHP Billiton’s approach to Rio Tinto.
(e) The volume w eighted average closing share price over the calendar month ended 31
October 2007, being the last date prior to BHP Billiton’s approach to Rio Tinto, is
A$45.77 for BHP Billiton Limited and £17.99 for BHP Billiton Plc.
(f) The market value of BHP Billiton Limited shares is based on the closing price of a BHP
Billiton Limited share of A$42.47, provided by the Australian Securities Exchange on 9
November 2007, being the last practicable date prior to this announcement.
(g) The market value of BHP Billiton Plc shares is based on the closing middle- mar ket price
of a BHP Billiton Plc share of £16.28, provided by the London Stock Exchange on 9
November 2007, being the last practicable date prior to this announcement.
(h) As at 9 November 2007 (being the last practicable date prior to this announcement) there
were 2,256,993,546 BHP Billiton Plc shares (including 20,072,510 BHP Billiton Plc
shares held by BHP Billiton Limited) and 3,358,359,496 BHP Billiton Ltd shares in issue.
(i) The market value of Rio Tinto Limited shares is based on the closing price of a Rio Tinto
Limited share of A$110.00, provided by the Australian Securities Exchange on 31
October 2007, being the last date prior to BHP Billiton’s approach to Rio Tinto.
(j) The market value of Rio Tinto plc shares is based on the closing middle- mar ket price of a
Rio Tinto plc share of £44.90, provided by the London Stock Exchange on 31 October
2007, being the last date prior to BHP Billiton’s approach to Rio Tinto.
(k) The volume w eighted average closing share price over the calendar month ended 31
October 2007, being the last date pr ior to BHP Billiton’s approach to Rio Tinto is
A$109.20 for Rio Tinto Limited and £43.09 for Rio Tinto plc.
(l) The market value of Rio Tinto Limited shares is based on the closing price of a Rio Tinto
Limited share of A$130.90, provided by the Australian Securities Exchange on 9
November 2007, being the last practicable date prior to this announcement.
(m) The market value of Rio Tinto plc shares is based on the closing middle- mar ket price of a
Rio Tinto plc share of £56.24, provided by the London Stock Exchange on 9 November
2007, being the last practicable date prior to this announcement.
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(n) As at 9 November 2007 (being the last practicable date prior to this announcement) there
were 456,815,943 Rio Tinto Limited shares and 997,082,015 Rio Tinto plc shares in
issue. Rio Tinto plc, through THA Holdings Australia Pty Limited, holds 171,072,520
shares in Rio Tinto Limited.
(o) All references to the share capital or market capitalisation of Rio Tinto Limited refer to the
publicly traded shares, or free float, of Rio Tinto Limited, w hich excludes the Rio Tinto
Limited shares held by a w holly-ow ned subsidiary of Rio Tinto plc.
(p) All references to the share capital or market capitalisation of BHP Billiton exclude shares
held as treasury shares and shares currently held by BHP Billiton Limited in BHP Billiton
Plc and not yet cancelled.
(q) The exchange rate of 2.077 US$/£ and 0.927 US$/A$ on 31 October 2007
(r) The exchange rate of 2.095 US$/£ and 0.914 US$/A$ on 9 November 2007
(s) All reference to nominal figures assume an inflation rate of 2.5 per cent
(t) In arriving at the estimate of cost savings and revenue benefits, the Board of BHP Billiton
has assumed the follow ing:
— that there w ill be no significant impact on the combined group arising from any
decisions made by competition authorities;
— that there w ill be no material change to the market dynamics in the combined core
markets follow ing completion. In particular, BHP Billiton has based these estimates
on its understanding of current and future market supply, demand and pricing levels;
and
— there w ill be no material change to the relative exchange rates in the combined core
markets and geographies follow ing completion.
(u) In arriving at the estimate of cost savings and revenue benefits, the Board of BHP Billiton
has assumed that there are comparable operations, processes and procedures within
Rio Tinto, except where publicly available information clearly indicates otherw ise. BHP
Billiton’s management, through a detailed understanding of BHP Billiton’s cost structure,
has determined the source and scale of realisable cost savings. The one-off
implementation cash costs of achieving the cost savings and revenue benefits represents
those costs w hic h are incremental to BHP Billiton’s existing plans. In addition to BHP
Billiton management’s information, the sources of information that BHP Billiton has used
to arrive at the estimate of cost savings include:
— Rio Tinto’s annual report and accounts;
— Rio Tinto’s presentations to analysts;
— Rio Tinto’s w ebsite;
— Documents and statements issued by Rio Tinto in connection w ith its acquisition of
Alcan;
— Analysts’ research;
— Other public information; and
— BHP Billiton’s know ledge of the industry and of Rio Tinto.
(v) The Board of BHP Billiton has not had discussions w ith Rio Tinto’s management
regarding the reasonableness of their assumptions supporting the estimate of cost
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savings and revenue benefits. Therefore, there remains an inherent risk in this forw ardlooking estimate.
(w) Due to the scale of a combined BHP Billiton and Rio Tinto organisation, there may be
additional changes to the combined group’s operations. In addition, there are several
mater ial assumptions underlying the estimate, including the allocation of costs w ithin Rio
Tinto, the relative proportion of volume sensitive costs for both BHP Billiton and Rio Tinto
and the level of costs necessary to operate effectively each combined function or activity.
A detailed sensitivity analysis w as conducted to establish the robustness of the estimates
to a number of changes in the assumptions in addition to contingencies factored in by
management. Because of these factors and the fact that the changes relate to the future,
the resulting cost savings and revenue benefits may be materially greater or less than
those estimated.
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Report on Estim ated Cost Savings and Revenue Benefits
The following are the texts of letters from KPMG and from Goldman Sachs International relating to the
BHP Billiton statement of estimated cost savings and revenue benefits set out in this document:
(a) from KPMG

KPMG Audit Plc
8 Salisbury Square
London EC4Y 8BB
United Kingdom
The Directors
BHP Billiton Limited
180 Lonsdale Street
Melbourne Vic 3000

BHP Billiton Plc
Neathouse Place
London SW1V 1BH

Goldman Sachs International
Peterborough Court
133 Fleet Street
London EC4A 2BB

12 November 2007
Dear Sirs
BHP Billiton’s Proposal to Rio Tinto Lim ited and Rio Tinto plc

We refer to the statement made by the directors of BHP Billiton Limited and BHP Billiton Plc
(‘the Directors’) on page three of this document (‘the Statement’) to the effect that:

“…BHP Billiton expects :
•

US$1.7 billion nominal per annum of cost savings in the third full year following completion;
achieved through removal of duplication as well as procurement and operating efficiency savings;
and

•

Further EBITDA enhancement of US$2.0 billion nominal per annum in the seventh full year
following completion, driven primarily by the acceleration of volumes to customers.

In the seventh full year following completion this, therefore, gives a total incremental EBITDA
of US$3.7 billion nominal per annum of quantified synergies.

The total one-off implementation cash costs related to achieving these synergies are
expected to amount to US$0.65 billion over the first two full years following completion.”
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The Statement has been made in the context of the disclosures in notes (s) to (w) of
Appendix I setting out, inter alia, the basis of the Directors’ belief (including sources of
information) supporting the Statement and their analysis and explanation of the underlying
constituent elements.
This report is required by Note 8(b) to Rule 19.1 of the City Code on Takeovers and Mergers
(‘the City Code’) and is given for the purpose of complying w ith that requirement and for no
other purpose.

Responsibility
The Statement is the responsibility solely of the Directors. It is our responsibility and that of
Goldman Sachs International to form respective opinions, as required by Note 8(b) to Rule
19.1 of the City Code as to w hether the Statement has been made by the Directors w ith due
care and consideration.

Save for any responsibility w hich w e may have to those persons to whom this report is
expressly addressed, to the fullest extent permitted by law w e do not assume any
responsibility and w ill not accept any liability to any other person for any loss suffered by any
such other person as a result of, arising out of, or in connection w ith this report.

Basis of opinion
We have discussed the Statement, together w ith the underlying plans, w ith the Directors and
with Goldman Sachs International. We have also considered the letter dated 12 November
2007 from Goldman Sachs International to the Directors on the same matter. We conducted
our w ork in accordance with Standards for Investment Reporting issued by the Auditing
Practices Board of the United Kingdom.
We do not express any opinion as to the achievability of the benefits identified by the
Directors in the Statement. The Statement is subject to uncertainty as described in this
document. Because of the significant changes in the enlarged group’s operations expected
to flow from the merger and because the Statement relates to the future, the actual merger
benefits achieved are likely to be different from those anticipated in the Statement and the
differences may be mater ial.

Opinion
On the basis of the foregoing, w e report that in our opinion the Directors have made the
Statement, in the form and context in w hich it is made, w ith due care and consideration.
Yours faithfully

KPMG Audit Plc
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(b) from Goldman Sachs International
Goldman Sachs International
Peterborough Court
133 Fleet Street
London EC4A 2BB
The Directors
BHP Billiton Limited
180 Lonsdale Street
Melbourne Vic 3000

BHP Billiton Plc
Neathouse Place
London SW1V 1BH

12 November 2007
Dear Sirs
BHP BILLITON’S PROPOSAL TO RIO TINTO LIMITED AND RIO TINTO PLC (“RIO TINTO”)
We refer to the statement of estimated cost savings and revenue benefits, the bases of preparation
thereof and the notes thereto (together the “Statement”) made by BHP Billiton Limited and BHP
Billiton Plc (“BHP Billiton”) set out in this document, for which the Directors of BHP Billiton are solely
responsible.
We have discussed the Statement (including the assumptions and sources of information referred to
therein), with the Directors of BHP Billiton and those officers and employees of BHP Billiton who
developed the underlying plans. The Statement is subject to uncertainty as described in this
document and our work did not involve an independent examination of any of the financial or other
information underlying the Statement.
We have relied upon the accuracy and completeness of all the financial and other information
reviewed by us and have assumed such accuracy and completeness for the purposes of rendering
this letter. We have also reviewed the work carried out by KPMG and have discussed with them the
conclusions stated in their letter of 12 November 2007 addressed to yourselves and ourselves on this
matter.
We do not express any opinion as to the achievability of the cost savings and estimated revenue
benefits identified by the Directors of BHP Billiton.
This letter is provided pursuant to our engagement letter with BHP Billiton solely to the Directors of
BHP Billiton in connection with Note 8 (b) of Rule 19.1 of the City Code on Takeovers and Mergers
and for no other purpose. We accept no responsibility to Rio Tinto or its shareholders or any other
person other than the Directors of BHP Billiton in respect of the contents of, or any matter arising out
of or in connection with, this letter.
On the basis of the foregoing, we consider that the Statement by BHP Billiton, for which the Directors
of BHP Billiton are solely responsible, has been made with due care and consideration in the context
in which it was made.
Yours faithfully
Simon Dingemans
Managing Director
For and on behalf of
Goldman Sachs International
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Definitions
“£”

United Kingdom pounds sterling;

“A$”

Australian Dollars;

“Alcan”

Alcan, Inc;

“Australia”

the Commonw ealth of Australia, its states,
territories and possessions;

“BHP Billiton”

BHP Billiton Plc or BHP Billiton Limited, or
both, or the BHP Billiton group, as the context
may require;

“BHP Billiton Limited Ordinary Shares”

ordinary shares in the share capital of BHP
Billiton Limited;

“BHP Billiton Plc Ordinary Shares”

ordinary shares of US$0.50 each in the share
capital of BHP Billiton Plc;

“Board” or “Directors”

means the directors of Rio Tinto plc and Rio
Tinto Limited, or the directors of BHP Billiton
Plc and BHP Billiton Limited, or the directors
of the combined group, as the context may
require;

“EBITDA”

Earnings before Interest, Taxes, Depreciation
and Amortisation;

“EBIT”

Earnings before Interest and Taxes;

“Financial Services Authority”

the UK Financial Services Authority, w hich is
an independent non-governmental body given
statutory pow ers by the Financial Services
and Markets Act 2000;

“FY2007”

the financial year ended 30 June 2007;

“KPMG”

KPMG Audit Plc;

“Listing Rules”

the listing rules of the UK Listing Authority;

“Panel”

the UK Panel on Takeovers and Mergers;

“Regulatory Pre-conditions”

the pre-conditions to the posting of the Rio
Tinto plc scheme document and the Rio Tinto
Limited explanatory statement and related
documents;

“Rio Tinto ADSs”

Rio Tinto plc’s American Depositary Shares
representing 4 Rio Tinto plc shares per
American Depositary Share and listed on the
New York Stock Exchange;
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“Rio Tinto”

Rio Tinto plc or Rio Tinto Limited, or both, or
the Rio Tinto group, as the context may
require;

“SEC”

United States Securities and Exchange
Commission;

“UK City Code”

the UK City Code on Takeovers and Mergers;

“UK Listing Authority”

the Financial Services Authority acting in its
capacity as the competent authority for the
purposes of Part VI of the Financial Services
and Markets Act 2000;

“United Kingdom”

the United Kingdom of Great Britain and
Northern Ireland;

“US Securities Act”

US Securities Act of 1933, as amended from
time to time; and

“US$”

United States dollars.
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