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Welcome to our 2015 debt investor results webcast. I am Peter Beaven, Chief Financial Officer of BHP Billiton.  

 

Today I will provide an overview of the strong operational performance we delivered in the 2015 financial year. I will 
then take you through our financial results, which are presented on a continuing operations basis (excluding 
South32), and I’ll explain how we are well positioned to maintain our financial flexibility through the cycle. 

 

First, let me point to the disclaimer and remind you of its importance to this presentation. 

 

Our productivity drive has generated strong free cash flow, reduced net debt and we continue to invest in growth. 
We are confident in the future demand for our commodities. Cycles are part of our industry, which makes it easier 
for large, low cost producers like us to further differentiate ourselves from higher cost competitors. Our improved 
productivity has stretched the capacity of our existing operations with the prospect of much more to come on this 
front. We have also cut the capital required for growth. We remain focussed on value and we only approve projects 
when the time is right. In spite of falling prices we have in fact reduced net debt in 2015 financial year. 

 

Post demerger of South32, our focused core portfolio has just 12 operated (and 7 non-operated) assets offering 
scale, diversification and simplicity. Our remaining assets are absolutely on strategy and have earned their place in 
the portfolio. Each one is long-life, low cost, upstream and expandable, and collectively they are diversified by 
commodity, geography and market. Our portfolio is the fundamental source of our strength and cannot be 
replicated. Its unique diversification and sector leading positions on the cost curve provide us with a sustainable 
competitive advantage. 

 

Our production performance continued to improve. We delivered production records for Iron Ore, Metallurgical Coal 
and Petroleum. Our Copper production was unchanged as strong operating performance at Escondida offset the 
impact of an unplanned mill outage at Olympic Dam. 

 

Since the 2013 financial year, total production from our core portfolio has increased by 27 per cent (on a copper 
equivalent basis), well above our guidance. The latent capacity within our core businesses and the capabilities of 
our people will carry this momentum forward. We have opportunities across our portfolio, where for very low or 
negligible capital, we can deliver volume and cash flow growth, at returns higher than 40 per cent.  This means we 
can rely on low risk, high return, very low capital intensive investment in the short to medium term to continue to 
grow our business.  That is why we have reduced our capital guidance to US$8.5 billion in the next financial year 
and will further reduce to US$7 billion in the 2017 financial year.   

 

For example, in the 2016 financial year, productivity will be the only source of volume growth at Western Australia 
Iron Ore (with production forecast to increase by 7 per cent). In the Black Hawk and Permian (where we acted 
decisively to reduce annual investment by over 50 per cent), improved recoveries and lower drilling costs will 
support stable production. 

 

We have reduced costs faster than anticipated, and there is more to come. We were able to deliver over US$4 
billion in productivity gains in the 2015 financial year; two years ahead of target. From their peak, our average unit 
costs have fallen by more than 30 per cent. 
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In the 2015 financial year at Western Australia Iron Ore, we delivered a 31 per cent reduction in unit costs which 
fell to just US$17 per tonne in the second half of the year. At Queensland Coal we reduced operating costs by 23 
per cent to US$65 per tonne. At Escondida we lowered unit costs by eight per cent to US$1.07 per pound.  Finally 
in our Onshore US business, Black Hawk drilling costs declined by approximately 19 per cent.  

 

These are outstanding results.  They reflect our unrelenting focus on productivity and costs and there is much more 
to come. In the 2016 financial year we will continue to reduce our costs and we have lowered cost guidance for all 
our major assets:  

 At Western Australia Iron Ore we forecast unit cash costs (before freight and royalties) of US$15 per tonne;  

 At Queensland Coal we expect unit cash costs to fall to US$61 per tonne; 

 At Escondida (on a grade adjusted basis) we expect unit costs to reduce by 15 per cent; and 

 Lastly, in the Black Hawk, we expect drilling costs per well to average US$2.5 million.  

 

We have built a strong track record and, over the last three years, we have delivered productivity gains of over 
US$10 billion.  We expect to continue to deliver lower and lower costs as we run our operations more and more 
safely and more and more efficiently. 

 

In the 2015 financial year, prices fell in all of commodities.  Nonetheless our operational excellence and the 
flexibility and increased capital efficiency of our investment delivered robust results and our margins remain the 
best in the sector. 

 

Lower prices reduced EBIT by US$15.2 billion in financial year 2015.  This, for context, is equivalent to two-thirds 
of the EBIT in financial year 2014. However we retained:  

 an EBITDA margin of over 50 per cent; and 

 Underlying EBITDA of US$21.9 billion; as well as 

 Net operating cash flow of US$17.8 billion.  

 

We reacted quickly to reduce capital and exploration expenditure by 24 per cent to US$11 billion. As a result, we 
created free cash flow of US$6.3 billion, which supported our reduction in net debt. Net debt declined to US$24.4 
billion at period end for a net gearing ratio of 25.7 per cent. Simply put, our balance sheet is strong. We operate in 
a cyclical industry and manage our balance sheet accordingly. A strong balance sheet provides us with the right 
protection and the flexibility to grow our business through the cycle. For this reason, we remain committed to a 
solid A balance sheet. 

 

It is the combination of investment and productivity gains from our best-in class operating capability that has 
enabled us to maintain a strong balance sheet throughout the cycle. Our strong balance sheet remains a critical 
part of our overall strategy. A further strength is the flexibility of our balance sheet, which can be seen in our well 
balanced maturity profile. 

 

In conclusion, we have delivered another solid set of results in a challenging environment. Despite significant falls 
in the prices for each of our key commodities we have: 

 maintained sector leading margins; 

 delivered our productivity target two years early; 

 demonstrated capital discipline; and 

 generated strong cash flow. 
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And all of this, while continuing to invest in our growth pipeline. 

 

Looking ahead, our quality asset base, further productivity gains and improvements to capital efficiency will 
continue to underpin our cash flows, while the latent capacity inherent in our portfolio will unlock additional high-
margin volumes for low capital cost.  

 

That concludes this webcast presentation. If you have any questions, please direct them to our team by emailing 
debt.investors@bhpbilliton.com  

 

Thank you. 

mailto:debt.investors@bhpbilliton.com

