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Underlying EBITDA 

The following table and commentary describe the impact of the principal factors(i) that affected Underlying EBITDA for 

the December 2019 half year compared with the December 2018 half year: 

 US$M  

Half year ended 31 December 2018 10,539  

Net price impact:   

Change in sales prices 1,560 Higher average realised prices for iron ore and copper, offset by lower average realised 
prices for metallurgical coal, petroleum and thermal coal. 

Price-linked costs  (110) Increased royalties reflect higher realised prices for iron ore, partially offset by decreased 
royalties related to metallurgical coal, petroleum and thermal coal. 

 1,450  

Change in volumes (126) Record average concentrator throughput at Escondida, record production at Jimblebar, 
and operational stability following the prior period impacts of unplanned outages. This was 
partially offset by lower volumes due to planned maintenance across a number of our 
assets, a change in product strategy at NSWEC to focus on higher quality products and 
lower concentrator head grade at Escondida.  
Lower petroleum volumes, with an impact of US$(307) million, largely due to natural field 
decline across the portfolio.  

Change in controllable cash costs:   

Operating cash costs 142 Operational stability underpinned net favourable inventory movements across our assets. 
Lower labour costs at Escondida due to the prior period end-of negotiation bonus 
payments. This was partially offset by increased maintenance activities during the period. 

Exploration and business development (36) Higher business development costs in Mexico following the successful exploration 
program at Trion. 

 106  

Change in other costs:   

Exchange rates 278 Impact of the weakening Australian dollar and Chilean peso against the US dollar. 

Inflation (169) Impact of inflation on the Group's cost base. 

Fuel and energy 29 Predominantly lower diesel prices at our minerals assets. 

Non-Cash (260) Increased deferred stripping depletion and lower overburden movement at Escondida. 

 (122)  

Asset sales 6  

Ceased and sold operations (59) Sale of our interests in the Bruce and Keith oil and gas fields in the prior period. 

Other items 290 Other includes favourable impacts from the application of IFRS 16 Leases of US$393 
million, a revaluation of embedded derivatives in the Trinidad and Tobago gas contract and 
the impact of the prior period settlement of a royalty dispute with the Western Australian 
Government. This was partially offset by lower average realised prices received by our 
equity accounted investments (Antamina and Cerrejón). 

Half year ended 31 December 2019 12,084  
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Prices and exchange rates 

The average realised prices achieved for our major commodities are summarised in the following table: 

     H1 FY20 H1 FY20 H1 FY20 

     vs vs vs 

Average realised prices(1) H1 FY20 H1 FY19 H2 FY19 FY19 H1 FY19 H2 FY19 FY19 

Oil (crude and condensate) (US$/bbl) 60.64 69.91 63.29 66.59 (13%) (4%) (9%) 

Natural gas (US$/Mscf)(2) 4.26 4.67 4.42 4.55 (9%) (4%) (6%) 

LNG (US$/Mscf) 7.62 10.19 8.53 9.43 (25%) (11%) (19%) 

Copper (US$/lb) 2.60 2.54 2.70 2.62 2% (4%) (1%) 

Iron ore (US$/wmt, FOB) 78.30 55.62 77.74 66.68 41% 1% 17% 

Metallurgical coal (US$/t) 140.94 179.82 179.53 179.67 (22%) (21%) (22%) 

  Hard coking coal (HCC) (US$/t)(3) 154.01 197.86 201.33 199.61 (22%) (24%) (23%) 

  Weak coking coal (WCC) (US$/t)(3) 101.06 134.12 126.46 130.18 (25%) (20%) (22%) 

Thermal coal (US$/t)(4) 58.55 84.15 72.18 77.90 (30%) (19%) (25%) 

Nickel metal (US$/t) 15,715 12,480 12,444 12,462 26% 26% 26% 

(1) Based on provisional, unaudited estimates. Prices exclude sales from equity accounted investments, third party product and internal sales, and 
represent the weighted average of various sales terms (for example: FOB, CIF and CFR), unless otherwise noted. Includes the impact of 
provisional pricing and finalisation adjustments.  

(2) Includes internal sales. 

(3) Hard coking coal (HCC) refers generally to those metallurgical coals with a Coke Strength after Reaction (CSR) of 35 and above, which includes 
coals across the spectrum from Premium Coking to Semi Hard Coking coals, while weak coking coal (WCC) refers generally to those metallurgical 
coals with a CSR below 35. 

(4) Export sales only; excludes Cerrejón. Includes thermal coal sales from metallurgical coal mines. 

In Copper, the provisional pricing and finalisation adjustments increased Underlying EBITDA by US$16 million in the 

December 2019 half year and is included in the average realised copper price in the above table. 

The following exchange rates relative to the US dollar have been applied in the financial information: 

 Average Average    

 Half year ended Half year ended As at As at As at 

 31 December 31 December 31 December 31 December 30 June 

 2019 2018 2019 2018 2019 

Australian dollar(1) 0.68 0.72 0.70 0.71 0.70 

Chilean peso 729 671 749 696 680 

(1) Displayed as US$ to A$1 based on common convention. 

 

Depreciation, amortisation and impairments 

Depreciation, amortisation and impairments remained broadly flat at US$3.0 billion, as depreciation of right-of-use 

assets from the application of IFRS 16 Leases of US$357 million was offset by lower depreciation and amortisation at 

Petroleum in line with lower production volumes, lower depreciation at Escondida and lower impairment charges 

compared to the previous period (predominantly related to the Whenan shaft at Olympic Dam). 

Net finance costs 

Net finance costs remained broadly flat at US$524 million as additional interest expense recognised on the application 

of IFRS 16 Leases of US$27 million and higher discounting on provisions was offset by the benefit from lower interest 

rates on a lower average debt balance for the period.  
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Petroleum 

Underlying EBITDA for the December 2019 half year decreased by US$680 million to US$1.6 billion. 

 US$M  

Underlying EBITDA for the half year 
ended 31 December 2018 

2,259  

Net price impact (382) Lower average realised prices: 

Crude and condensate oil US$60.64/bbl (H1 FY19: US$69.91/bbl);  

Natural gas US$4.26/Mscf (H1 FY19: US$4.67//Mscf); 

LNG US$7.62/Mscf (H1 FY19: US$10.19/Mscf). 

Change in volumes  (307) Lower volumes due to natural field decline across the portfolio, planned maintenance at 
North West Shelf of US$(65) million and the impact from Tropical Storm Barry in the Gulf 
of Mexico of US$(38) million. 

Change in controllable cash costs 61 Lower maintenance activity at our Gulf of Mexico and Australian assets, partially offset 
by higher business development costs in Mexico following the successful exploration 
program at Trion. 

Ceased and sold operations (46) Sale of our interests in the Bruce and Keith oil and gas fields in the prior period. 

Other (6) Other includes favourable impacts from the application of IFRS 16 Leases of US$11 
million and the revaluation of embedded derivatives in Trinidad and Tobago gas contract 
of US$18 million gain (H1 FY19: US$11 million loss). This was more than offset by 
exchange rates, inflation and other items. 

Underlying EBITDA for the half year 
ended 31 December 2019 

1,579  

Petroleum unit costs decreased by 14 per cent to US$9.56 per barrel of oil equivalent as lower overall maintenance 

activity more than offset the impact of lower volumes. Unit cost guidance for the 2020 financial year remains unchanged 

at between US$10.50 and US$11.50 per barrel (based on an exchange rate of AUD/USD 0.70) reflecting the impact of 

lower volumes. In the medium term, we expect an increase in unit costs to less than US$13 per barrel (based on an 

exchange rate of AUD/USD 0.70) as a result of natural field decline. 

Petroleum unit costs(1) (US$M)   H1 FY20 H2 FY19 H1 FY19 FY19 

Revenue    2,453 2,727 3,203 5,930 

Underlying EBITDA    1,579 1,802 2,259 4,061 

Gross costs    874 925 944 1,869 

Less: exploration expense    164 222 166 388 

Less: freight    54 88 64 152 

Less: development and evaluation    55 26 20 46 

Less: other(2)    56 16 (8) 8 

Net costs    545 573 702 1,275 

Production (MMboe, equity share)    57 58 63 121 

Cost per boe (US$)(3)    9.56 9.88 11.14 10.54 

(1) Petroleum assets exclude divisional activities reported in Other.  

(2) Other includes non-cash profit on sales of assets, inventory movements, foreign exchange, provision for onerous lease costs and the impact 
from revaluation of embedded derivatives in the Trinidad and Tobago gas contract. 

(3) H1 FY20 based on an exchange rate of AUD/USD 0.68. 

Petroleum exploration 

Petroleum exploration expenditure for the December 2019 half year was US$306 million, of which US$164 million was 

expensed. A US$0.7 billion exploration and appraisal program is being executed for the 2020 financial year.  

In Mexico, the Trion 3-DEL appraisal well spud on 9 July 2019 encountered oil in the reservoirs up dip from all previous 

well intersections.  

In Trinidad and Tobago, we completed the exploration program on our Northern licences as part of Phase 4 of our 

deepwater drilling campaign. The Boom-1 well spud encountered hydrocarbons and the Carnival-1 well was a dry hole. 

Development planning studies of the discoveries in the North are ongoing. Following Carnival-1, the Deepwater Invictus 

rig returned to the US Gulf of Mexico where it completed regulatory abandonment work on Shenzi appraisal and 

exploration boreholes, and is currently undergoing planned maintenance.  

During the December 2019 quarter, we also extended our contract for the Deepwater Invictus rig for an additional year 

through to May 2021 to support our ongoing exploration activities. 

In the US Gulf of Mexico, we were the apparent high bidder on blocks GC124 and GC168 in the central Gulf of Mexico, 

building on our Green Canyon position and on 18 additional blocks(iv), which would expand our position in the western 

Gulf of Mexico. All leases were awarded by the Regulator in the December 2019 quarter.   
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Iron Ore 

Underlying EBITDA for the December 2019 half year increased by US$2.8 billion to US$7.1 billion. 

 US$M  

Underlying EBITDA for the half year 
ended 31 December 2018 

4,341  

Net price impact 2,458 Higher average realised price: 

Iron ore US$78.30/wmt, FOB (H1 FY19: US$55.62/wmt, FOB). 

Change in volumes  144 Increased volumes reflected record production at Jimblebar and the prior period impact 
of the train derailment. This was partially offset by a major car dumper maintenance 
campaign to further improve port reliability. 

Change in controllable cash costs 82 Favourable inventory movements. 

Change in other costs:   

Exchange rates 54  

Inflation (45)  

Other 90 Other includes favourable impacts from the application of IFRS 16 Leases of US$31 
million, fuel and energy of US$13 million and other items (includes the prior period 
settlement of a royalty dispute with the Western Australian Government).  

Underlying EBITDA for the half year 
ended 31 December 2019 

7,124  

WAIO unit costs decreased by 10 per cent to US$13.03 per tonne (or US$12.75 per tonne on a C1 basis excluding third 

party royalties(2)), reflecting higher volumes, favourable exchange movements and the planned inventory build at mines 

during the major car dumper maintenance campaign. Unit cost guidance for the 2020 financial year remains unchanged 

at between US$13 and US$14 per tonne (based on an exchange rate of AUD/USD 0.70). In the medium term, we expect 

to lower our unit costs to less than US$13 per tonne (based on an exchange rate of AUD/USD 0.70) reflecting ongoing 

improvements across the supply chain. 

WAIO unit costs (US$M)    H1 FY20 H2 FY19 H1 FY19 FY19 

Revenue    10,300 9,749 7,317 17,066 

Underlying EBITDA    7,087 6,753 4,300 11,053 

Gross costs    3,213 2,996 3,017 6,013 

Less: freight    863 567 741 1,308 

Less: royalties    759 782 540 1,322 

Net costs    1,591 1,647 1,736 3,383 

Sales (kt, equity share)    122,061 119,216 119,620 238,836 

Cost per tonne (US$)(1)    13.03 13.82 14.51 14.16 

Cost per tonne on a C1 basis excluding third party royalties (US$)(2) 12.75 11.89 13.85 12.86 

(1) H1 FY20 based on an average exchange rate of AUD/USD 0.68. 

(2) Excludes third party royalties of US$1.23 per tonne (H1 FY19: US$0.84 per tonne), net inventory movements US$(0.95) per tonne (H1 FY19: 
US$(0.40) per tonne), depletion of production stripping US$0.53 per tonne (H1 FY19: US$0.54 per tonne), exploration expenses, Marketing 
purchases, demurrage, exchange rate gains/losses, and other income US$(0.53) per tonne (H1 FY19: US$(0.33) per tonne).  

 

  





News release 

22 

Coal 

Underlying EBITDA for the December 2019 half year decreased by US$1.1 billion to US$898 million. 

 US$M  

Underlying EBITDA for the half year 
ended 31 December 2018 

2,025  

Net price impact (904) Lower average prices: 

Hard coking coal US$154.01/t (H1 FY19: US$197.86/t); 

Weak coking coal US$101.06/t (H1 FY19: US$134.12/t); 

Thermal Coal US$58.55/t (H1 FY19: US$84.15/t). 

Change in volumes  (176) Decreased volumes at NSWEC as a result of the change in product strategy to focus on 
higher quality products, and lower volumes at Queensland Coal due to planned major 
wash plant shutdowns across a number of operations and low opening inventory levels 
at Blackwater impacting plant feed. 

Change in controllable cash costs (74) Increased maintenance costs at Queensland Coal due to major planned wash plant 
shutdowns and mobile equipment maintenance, and higher contractor costs associated 
with the mobilisation of additional equipment at South Walker Creek.  

Change in other costs:   

Exchange rates 88  

Inflation (39)  

Other (22) Other includes favourable impacts from the application of IFRS 16 Leases of US$53 
million at Queensland Coal and fuel and energy of US$8 million. This was more than 
offset by other items (predominantly lower profit from equity accounted investments). 

Underlying EBITDA for the half year 
ended 31 December 2019 

898  

Queensland Coal unit costs were broadly in line with the prior period at US$71 per tonne as favourable exchange rate 

movements and the impact from the application of IFRS 16 Leases were offset by lower volumes due to the planned 

major maintenance during the period. Unit cost guidance for the 2020 financial year remains unchanged at between 

US$67 and US$74 per tonne (based on an exchange rate of AUD/USD 0.70). In the medium term, we expect to lower 

our unit costs to be between US$54 and US$61 per tonne (based on an exchange rate of AUD/USD 0.70) reflecting 

higher volumes (subject to market conditions), lower strip ratios, optimised maintenance strategies and continued 

efficiency improvements. 

Queensland Coal unit costs (US$M)    H1 FY20 H2 FY19 H1 FY19 FY19 

Revenue    2,831 3,912 3,767 7,679 

Underlying EBITDA    1,055 1,911 1,811 3,722 

Gross costs    1,776 2,001 1,956 3,957 

Less: freight    86 71 85 156 

Less: royalties    267 411 394 805 

Net costs    1,423 1,519 1,477 2,996 

Sales (kt, equity share)    20,139 22,106 21,039 43,145 

Cost per tonne (US$)(1)    70.66 68.71 70.20 69.44 

(1) H1 FY20 based on an average exchange rate of AUD/USD 0.68. 

NSWEC unit costs increased by nine per cent to US$60 per tonne, reflecting lower volumes from the change in product 

strategy to focus on higher quality products and the operational impacts of reduced air quality from bushfire smoke and 

dust. This was partially offset by the impact from favourable exchange rate movements. Unit cost guidance for the 2020 

financial year remains unchanged at between US$55 and US$61 per tonne (based on an exchange rate of AUD/USD 

0.70) and reflects increased stripping costs as we progress through the monocline. In the medium term, we expect to 

lower our unit costs to between US$46 and US$50 per tonne (based on an exchange rate of AUD/USD 0.70).  

NSWEC unit costs (US$M)   H1 FY20 H2 FY19 H1 FY19 FY19 

Revenue    435 676 745 1,421 

Underlying EBITDA    (50) 162 191 353 

Gross costs    485 514 554 1,068 

Less: royalties    33 54 60 114 

Net costs    452 460 494 954 

Sales (kt, equity share)    7,594 9,987 9,083 19,070 

Cost per tonne (US$)(1)    59.52 46.06 54.39 50.03 

(1) H1 FY20 based on an average exchange rate of AUD/USD 0.68. 
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Further information on BHP can be found at: bhp.com 
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Alternative performance measures 
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Definition and calculation of principal factors 

The method of calculation of the principal factors that affect the period on period movements of Revenue, Profit from 

operations and Underlying EBITDA are as follows: 

Principal factor Method of calculation 

Change in sales prices Change in average realised price for each operation from the prior period to the current period, 

multiplied by current period sales volumes. 

Price-linked costs Change in price-linked costs (mainly royalties) for each operation from the prior period to the 

current period, multiplied by current period sales volumes. 

Change in volumes Change in sales volumes for each operation multiplied by the prior year average realised price 

less variable unit cost.  

Controllable cash costs Total of operating cash costs and exploration and business development costs.  

Operating cash costs Change in total costs, other than price-linked costs, exchange rates, inflation on costs, fuel and 

energy costs, non-cash costs and one-off items as defined below for each operation from the 

prior period to the current period. 

Exploration and business 

development 

Exploration and business development expense in the current period minus exploration and 

business development expense in the prior period. 

Exchange rates Change in exchange rate multiplied by current period local currency revenue and expenses. 

Inflation on costs Change in inflation rate applied to expenses, other than depreciation and amortisation, price-

linked costs, exploration and business development expenses, expenses in ceased and sold 

operations and expenses in new and acquired operations. 

Fuel and energy Fuel and energy expense in the current period minus fuel and energy expense in the prior 

period. 

Non-cash Change in net impact of capitalisation and depletion of deferred stripping from the prior period 

to the current period. 

One-off items Change in costs exceeding a pre-determined threshold associated with an unexpected event 

that had not occurred in the last two years and is not reasonably likely to occur within the next 

two years. 

Asset sales Profit/(loss) on the sale of assets or operations in the current period minus profit/(loss) on sale 

of assets or operations in the prior period. 

Ceased and sold 

operations 

Underlying EBITDA for operations that ceased or were sold in the current period minus 

Underlying EBITDA for operations that ceased or were sold in the prior period. 

Share of profit/(loss) from 

equity accounted 

investments 

Share of profit/(loss) from equity accounted investments for the current period minus share of 

profit/(loss) from equity accounted investments in the prior period. 

Other Variances not explained by the above factors. 
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