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NO RELIANCE ON THIS DOCUMENT 

This document was prepared by Aurizon Holdings Limited (ACN 146 335 622) (referred to 

as ñAurizonò which includes its related bodies corporate (including Aurizon Operations 

Limited). Whilst Aurizon has endeavored to ensure the accuracy of the information 

contained in this document at the date of publication, it may contain information that has not 

been independently verified. Aurizon makes no representation or warranty as to the 

accuracy, completeness or reliability of any of the information contained in this document. 

Aurizon owes you no duty, whether in contract or tort or under statute or otherwise, with 

respect to or in connection with this document, or any part thereof, including any implied 

representations or otherwise that may arise from this document. Any reliance is entirely at 

your own risk. 

DOCUMENT IS A SUMMARY ONLY 

This document contains information in a summary form only and does not purport to be 

complete and is qualified in its entirety by, and should be read in conjunction with, all of the 

information which Aurizon files with the Australian Securities Exchange. Any information or 

opinions expressed in this document are subject to change without notice. Aurizon is not 

under any obligation to update or keep current the information contained within this 

document. Information contained in this document may have changed since its date of 

publication. 

NO INVESTMENT ADVICE 

This document is not intended to be, and should not be considered to be, investment advice 

by Aurizon nor a recommendation to invest in Aurizon. The information provided in this 

document has been prepared for general informational purposes only without taking into 

account the recipientôs investment objectives, financial circumstances, taxation position or 

particular needs. Each recipient to whom this document is made available must make its 

own independent assessment of Aurizon after making such investigations and taking such 

advice as it deems necessary. If the recipient is in any doubts about any of the information 

contained in this document, the recipient should obtain independent professional advice. 

NO OFFER OF SECURITIES 

Nothing in this presentation should be construed as a recommendation of or an offer to sell or a 

solicitation of or subscription or invitation of an offer to buy or sell securities in Aurizon in any 

jurisdiction (including in the United States), nor shall it or any part of it form the basis of or be 

relied on in connection with any contract or commitment whatsoever. This document is not a 

prospectus and it has not been reviewed or authorized by any regulatory authority in any 

jurisdiction. This document does not constitute an advertisement, invitation or document which 

contains an invitation to the public in any jurisdiction to enter into or offer to enter into an 

agreement to acquire, dispose of, subscribe for or underwrite securities in Aurizon.

FORWARD-LOOKING STATEMENTS 

This document may include forward-looking statements which are not historical facts. Forward-

looking statements are based on the current beliefs, assumptions, expectations, estimates and 

projections of Aurizon. These statements are not guarantees or predictions of future performance, 

and involve both known and unknown risks, uncertainties and other factors, many of which are 

beyond Aurizonôs control. As a result, actual results or developments may differ materially from 

those expressed in the forward-looking statements contained in this document. Aurizon is not 

under any obligation to update these forward-looking statements to reflect events or 

circumstances that arise after publication. Past performance is not an indication of future 

performance.  

NO LIABILITY 

To the maximum extent permitted by law in each relevant jurisdiction, Aurizon and its directors, 

officers, employees, agents, contractors, advisers and any other person associated with the 

preparation of this document, each expressly disclaims any liability, including without limitation 

any liability arising from fault or negligence, for any errors or misstatements in, or omissions from, 

this document or any direct, indirect or consequential loss howsoever arising from the use or 

reliance upon the whole or any part of this document or otherwise arising in connection with it.
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CHRIS VAGG

HEAD OF INVESTOR RELATIONS & GROUP 

TREASURER

Chris has more than 20 yearsô experience in the finance 

industry in both Australia and the United Kingdom. 

For six years, Chris has been in Investor Relations at 

Aurizon, building capability within the function since the 

Company listed on the ASX in November 2010. 

During this time Chris has played a critical role in 

engaging with the investment community and articulating 

Aurizonôs investment proposition. 

Since July 2017, Chris has assumed responsibility for 

Aurizonôs treasury and insurance functions. 

Prior to his appointment at Aurizon, Chris worked for 

seven years as a sell side analyst for Citi in London and 

Sydney after commencing his career as a chartered 

accountant.

DAVID COLLINS

HEAD OF FINANCE & REGULATION NETWORK

David has over 20 yearsô experience in finance and 

commercial roles covering businesses in Australia, the 

UK, Germany and the Middle East. 

After completing a Bachelor of Commerce and 

qualifying as a Chartered Accountant with Deloitte, 

David gained experience across a number of sectors 

including mining (BHP Billiton), construction, property 

development and property asset management 

(Brookfield Multiplex). David also holds a Master of 

Business Administration. 

David joined Aurizon in 2010, and currently holds the 

role of Head of Finance & Regulation Network. 

David's previous roles at Aurizon include Vice 

President Finance & Group Treasurer and Group 

Financial Controller.



Chris Vagg

Head of Investor Relations & Group Treasurer
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Update on key priorities

CAPITAL MANAGEMENT

ü$1bn returned to shareholders since March 2017, 

including $300m buy back in FY2018

üFinal dividend declared at 13.1 cents - 100% underlying 

NPAT for continuing operations

$1bn returned to shareholders since March 2017.  Three year transformation target of 

$380m has been achieved

INTERMODAL TRANSACTIONS

üIntermodal Interstate operations closed in line with plan, 

locomotives cascaded to NSW Coal

üACCC has blocked the sale of Queensland Intermodal 

and Acacia Ridge Terminal

üProceedings commenced in Federal Court of Australia, 

where Aurizon will with PN seek to clear the Acacia 

Ridge transaction and defend other allegations 

TRANSFORMATION DELIVERED

ü$380m1 transformation target delivered

üTransformation to underpin long term value creation 

through continuous improvement in asset and labour 

efficiencies

üMajor initiatives include Precision Railroading and 

restructure of support areas

NETWORK REGULATION (UT5)

üUT5 draft response strategy in execution across multiple 

pathways ïregulatory, commercial and legal

üActions to date include alignment of maintenance and 

operating practices to the UT5DD

FY2018 RESULTS    PERFORMANCE OVERVIEW
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UNDERLYING EBIT BRIDGE ïGROUP ($M)

FY2018 highlights1

Solid result with $941m EBIT, 10.9% ROIC and 69.8% OR

FINANCIAL RESULTS

üUnderlying EBIT up 6% to $941m with earnings 

growth in Bulk

üTotal Above Rail volumes up 4% - growth in Coal (7%) 

offsetting reduction (6%) in Bulk

üNetwork volumes up 9%

üStatutory NPAT $560m

üROIC 10.9%

üOperating Ratio 69.8%

CASHFLOW

üFree cash flow (FCF) down 5% to $669m

SHAREHOLDER RETURNS

üFinal dividend 13.1 cents declared on continuing NPAT, 

total FY2018 dividend 27.1 cents

ü$300m buy back completed in FY2018

FY2018 RESULTS    PERFORMANCE OVERVIEW
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Key financial highlights1

EBIT growth from transformation and improved earnings in Coal and Bulk 

$m FY2018 FY2017 Var

Revenue 3,113 3,143 (1%)

Operating Costs (1,646) (1,692) 3%

Depreciation &

Amortisation
(526) (567) 7%

EBIT ïunderlying 941 884 6%

EBIT ïstatutory2  966 124 677%

Operating Ratio (%) 69.8% 71.9% 2.1ppt

NPAT ïunderlying 542 495 10%

NPAT ïstatutory2 560 (37) nm

EPS (cps) ïunderlying 26.9 24.1 12%

EPS (cps) ïstatutory 27.8 (1.8) nm 

ROIC (%) 10.9% 9.3% 1.6ppt

Final dividend per share 13.1 8.9 47%

Free Cash Flow 669 704 (5%)

üRevenue impacted by UT4 and FY2016 

revenue true up in Network and lower 

volumes in Bulk, offset in part by higher 

coal volumes and prior year impact of 

Cyclone Debbie in 2HFY2017

üOperating costs benefited from $86m in 

transformation partly offset by wages and 

consumables escalation $28m and net 

incremental costs supporting new 

volumes $17m

üStatutory EBIT result improved with a 

reduction in significant adjustments in 

FY2018 (Bulk impairments FY2017)

üFree cash flow impacted by Moorebank 

sale in FY2017

üDividend based on 100% payout ratio of 

underlying continuing NPAT 

1. Continuing operations 

2. Significant Items in FY2018 of $26m and includes Cliffs contract 

termination $35m, Bulk asset impairment ($32m) and 

Redundancy costs $23m.  Significant Items in FY2017 of ($760m) 

which includes impairment for Bulk ($526m), FMT ($64m), Freight 

Review contracts ($10m) and other assets ($49m).  It also 

includes ($111m) in redundancy costs. 8
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Coal update
Operating in a supportive market environment, Coal is focussed on improving cost competitiveness, 

asset utilisation and delivery performance and achieved $47m in transformation in FY2018

CONTRACT WINSCOAL CUSTOMERSCOAL MARKET CONDITIONS

üQcoal

Byerwen Mine

up to 10mtpa1 for 10 years

Commenced January 2018

üBounty Mining

Cook Mine

Commenced March 2018

üBaralaba Coal Company 

Baralaba North Mine

2mtpa for 5+5 years

Commencing 1HFY2019

üMACH Energy

Mt Pleasant Mine

8mtpa for 10 years

Commencing late 1HFY2019

üCustomer sentiment positive in 

NSW/SEQ system.  Tension in 

CQCN over capacity constraints

üCoal remains focused on 

optimising service delivery and 

improving reliability for customers

üAll customer mines estimated at 

positive cash margins

üAnnual volume growth of ~2% over 

next 10 years

üHard coking and thermal coal 

prices increased in FY2018 7% 

and 24% respectively driven by 

growth in steel production and 

thermal power generation in China 

and India

üIn the 12 months to June 2018, 

China crude steel production 

increased 6% to a record 870mt

üIndia (Australia's largest 

metallurgical coal export market) in 

June 2018 recorded its 29th

consecutive month of YoY growth 

in steel production

FY2018 RESULTS    PERFORMANCE OVERVIEW
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David Collins

Head of Finance and Regulation Network
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NETWORK EBIT PERFORMANCE

Network
Performance in line with expectation, cost reductions and higher volumes offset by UT4 

adjustments from FY2017

FY2018 RESULTS    NETWORK PERFORMANCE

Revenue

üUT4 one off true up (~$90m) in FY2017

üFY2016 revenue adjustment ($22m)

üVolume uplift FY2018 post Cyclone Debbie 

recovery ~$53m

üFlood cost recovery 2HFY2018 $18m

Costs

üIncludes impact of UT4 corporate cost allocation 

$26m in FY2017

$m FY2018 FY2017 Variance

Revenue 1,219 1,262 (3%)

Operating Costs (430) (481) 11%

Depreciation (308) (300) (3%)

EBIT 481 481 -

Tonnes (m) 229.6 210.8 9%

NTKs (bn) 56.9 53.2 7%

90

22

53

18

43

UT4 True UpFY2017 FY2016 Revenue 
Cap Adj

FY2018 
Volume Uplift

Flood Cost 
Recovery

Other Revenue Costs FY2018

481 481

2

11



Network profit & loss (underlying)

$m FY2018 FY2017 Variance

Tonnes (m) 229.6 210.8 9%

Access Revenue 1,167.1 1,199.9 (3%)

Services and other 51.6 62.2 (17%)

Total Revenue 1,218.7 1,262.1 (3%)

Operating costs (430.1) (481.7) 11%

EBITDA 788.6 780.4 1%

EBITDA margin 64.7% 61.8% 2.9ppt

Depreciation and amortisation (308.0) (299.5) (3%)

EBIT 480.6 480.9 -

Operating Ratio 60.6% 61.9% 1.3ppt

12
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Network Cash flow ïfree cash flow growth
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$m FY2018 FY2017

EBITDA - statutory 776 773

Working capital & other movements 6 (6)

Non-cash adjustments - impairment 8

Cash from operations 782 775

Interest received - 1

Income taxes (paid) / received (46) (90)

Net cash inflows from operating activities 736 686

Net cash outflow from investing activities (332) (282)

Interest paid (143) (155)

Free Cash Flow (FCF) 261 249

Net proceeds/(repayments) from borrowings 316 (4)

Payment of transaction costs relating to borrowings (4) -

Capital distribution to Parent - (1)

Finance lease payments - (10)

Dividends paid to company shareholders (592) (216)

Net cash outflow from financing activities (423) (386)

Net (decrease) / increase in cash (19) 18

üFree Cash Flow has remained 

steady in both half year periods

üHigher cash inflows from operating 

activities primarily driven by lower 

income taxes paid this year



Network balance sheet
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As at $m 30 June 2018 30 June 2017

Total current assets 259 296

Property, plant & equipment  5,408 5,390

Other non-current assets 211 160

Total assets 5,878 5,846

Other current liabilities (220) (207)

Total borrowings (3,353) (2,929)

Other non-current liabilities (846) (877)

Total liabilities   (4,419) (4,013)

Net assets   1,459 1,833

Gearing 

(net debt/net debt + equity)
69.7% 61.3%

Gearing 

(net debt/RAB excluding AFDs1)
62.4% 54.1%

ü Total current assets has decreased due to 

$19m lower cash holdings and $13m lower 

trade and other receivables. 

ü Slight increase in PP&E due to no major 

growth capital with focus on sustaining 

capital works program

ü Other non-current assets has increased 

largely from revaluation of derivatives 

($39m) and $14m increase in intangible 

software assets. 

ü Borrowings increased due to net $316m 

additional bank debt and the $108m mark-

to-market revaluation of the Euro bonds

ü Other non-current liabilities has decreased 

largely due to the release of income in 

advance to revenue ($20m), lower 

revaluation of derivative liabilities ($49m), 

offset by increase in deferred tax liabilities 

($37m). 

1. Access Facilitation Deed



Network Key Financial Metrics
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REVENUE

OPEX / NTK
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David Collins

Head of Finance and Regulation Network
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Network context - UT5 draft decision recap
QCAôs UT5 draft decision risks value erosion across the CQCN coal supply chain

17

AURIZON 

NETWORK UT5

SUBMISSION

QCA DRAFT 

DECISION

AURIZON NETWORKôS 

RESPONSE TO DRAFT 

DECISION

Total Adjusted MAR 4,892 3,893 4,757

WACC (post tax nominal vanilla) 6.78% 5.41% 7.03%

Inflation 1.22% 2.37% 2.30%

WACC (post tax real vanilla) 5.49% 2.97% 4.62%

Blended tariff ($/net tonne) $5.36 $3.86 $4.90

ü Aurizon has aligned maintenance and operating practices with the draft decision given retrospectivity to July 2017

ü March 2018 Aurizon submitted its response to the draft decision ïrevised MAR $4.76bn.  Submission addressed the 

fundamental errors and miscalculations made in the draft, especially in relation to maintenance 

ü Non safety capital expenditure has been reviewed 

ü Customer and other stakeholder engagement continues

AURIZONôS RESPONSE TO THE DRAFT DECISION

FY2018 RESULTS    REGULATION



Network update
Aurizon is pursuing multiple pathways to resolve UT5

OPERATIONAL RESPONSE TO THE DRAFT 

DECISION

üAurizon has aligned maintenance and operating 

practices with draft decision given retrospectivity to 

1 July 2017, including:

üAdherence to the plan

üCessation of overlength train trials

üFocus on permanent rectification work

üReview of all non safety capital expenditure

üCustomer and stakeholder engagement continues

FY2018 RESULTS    REGULATION
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UT5 DRAFT RESPONSE STRATEGY

üRegulatory 

üMarch 2018 response submitted on the UT5 

draft decision

üJune 2018 submitted response on Maintenance 

consultation paper

üCommercial

üProposals put forward to customers and QCA 

around potential commercial resolution on 

terms acceptable to all stakeholders

üLegal

üJudicial Review of UT5 draft decision lodged 

with Supreme Court of Queensland

üHearing date ï22 October 2018



Operational response to the UT5 draft decision 

FY2018 RESULTS    REGULATION

Operating and maintenance practices and risk tolerance have been aligned to those 

assumed in the draft decision due to the retrospectivity of UT5 to 1 July 2017 

EXAMPLES OF CHANGES

Overlength train 

trials

Å 124 wagon Newlands and 120 wagon Blackwater trials have ceased

Å Overlength trains require a high level of flexibility in the system which 

cannot be facilitated in the new environment 

Å Generally practice will focus on permanent rather than temporary 

rectification work, for example:

ÅRail breaks

ÅBallast and formation defects

Track defects

Adherence to the 

plan

Å No deviation from the plan (excluding emergencies)

Å Where trains are not running to plan, planned maintenance activities 

will continue as scheduled and take priority

Å Reviewed capital expenditure to align with the risk tolerance assumed 

in the draft decision WACC and the delivery of a safe and reliable 

network

Capital 

Expenditure
19



Risk, capital and maintenance  

FY2018 RESULTS    REGULATION 

Operation of the CQCN to deliver optimal value to all stakeholders requires the appropriate 

balance of investment, maintenance and operational support 

ÅFor an infrastructure asset, the 

level of capital investment is 

directly related to its reliability

ÅLower capex generally will result in 

increased maintenance

ÅInvestment is incentivised only 

where return is commensurate with 

risk

ÅWhere reduced investment 

results in increased 

maintenance, these activities 

will consume more resources in 

order to preserve reliability 

Operational 

Support

Capital 

investment/

WACC

Maintenance

Sustainable 

Operation of 

the CQCN

20



Based on transitional 

tariffs

Network EBIT Bridge

21

90

26 22

53

18

15

18 22

44

~100

~33

FY2018 

True Up

UT4 

True Up

Flood 

Recovery

FY17 & 

FY16 

Rev Cap

FY2017 Other

481

FY2019 

Indicative 

EBIT

FY2018UT4 Corp 

Cost True 

Up

MAR 

Adjustment

FY2016 

Rev Cap

Flood Cost 

Recovery

Other

481

FY18 

Volume 

Uplift

Worst case scenario assumes final UT5 decision equals the UT5 draft decision

If transitional tariffs in 

place for full FY19, EBIT 

will increase by ~$130m

*This is not guidance.  Based on TT volumes of 244mt for FY19

INDICATIVE NETWORK EBIT* FY2017 ïFY2019 ($M)

~470-490

~340-360

UT4 Adjustments UT5 Adjustments

FY2018 RESULTS    REGULATION

~(36-56)



Chris Vagg

Head of Investor Relations & Group Treasurer
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Capital allocation strategy
Aurizonôs capital allocation strategy remains unchanged with credit ratings and gearing to 

be reviewed once the UT5 final decision is released

23

PRIORITISATION OF CAPITAL

Non Growth Capital

Dividends (payout range 70-100%)

Surplus capital 

returned to 

shareholders

Growth Capex 

only where it 

maximises 

shareholder value

1

2

3

UT5 DRAFT DECISION IMPACT

1. Moodyôs revised threshold lower (13 August) 

- UT5DD now supports Moodyôs Baa1 credit 

metrics for Network (Holdings ïno change)

2. S&P metrics (BBB+) satisfied 

3. Credit ratings and gearing to be reviewed 

once the UT5 final decision is released 

GearingCredit rating

FY2018 RESULTS    FUNDING AND CAPITAL MANAGEMENT 



UT5 DRAFT DECISION IMPACT

üUT5DD now supports Moodyôs Baa1 credit metrics for 

Network (threshold lowered to 13% on 13 August)

üS&P metrics (BBB+) satisfied

FY2018 RESULTS    FUNDING AND CAPITAL MANAGEMENT 

Funding update
Interest costs reduced in FY2018. Strategy remains to diversify debt investor base and 

increase average tenor

FY2018 FUNDING ACTIVITY

üAurizon Networkôs $525m bank facility was repriced in 

November 2017 and maturity extended to FY2023 (facility 

size reduced to $500m)

üAurizon Holdings FY2020 and FY2021 revolving bank 

debt facility (A$600m) to be refinanced by July 2019 

(bank debt facility size reduced from $800m in June 2018)

1. Calculated on drawn debt, excluding working capital facility

2. Group Gearing ïnet debt/net debt plus equity

3. Network Gearing - net debt/RAB

4. Access Facilitation Deed

KEY DEBT METRICS FY2018 FY2017

Weighted average 

maturity1
4.7 years 5.0 years

Group interest cost on 

drawn debt
4.5% 5.0%

Group Gearing2 42.3% 39.6%

Network Gearing3 

(excl AFDs4)
62.4% 54.1%

Credit Rating (S&P/Moodyôs)BBB+/Baa1 BBB+/Baa1

24

INTEREST RATES

üReduction in the cost of drawn debt and interest expense 

due to the replacement of hedges in June 2017

üAurizonôs debt is now approximately 84% fixed/hedged 

for FY2018-20 falling to 70% in FY2021 200
300

490

230

425

711
778

100

525

270

FY22FY21FY20 FY23

500

FY25FY24 FY26 FY27

300

825

Network - Drawn Bank Debt

Corporate - Drawn Bank DebtNetwork - Undrawn Bank Debt

Network - AMTN

Network - EMTN

Corporate - Undrawn Bank Debt

MATURITY PROFILE ($M)



CAPITAL EXPENDITURE1 FY2016 ïFY2019 ($M)

FY2018 RESULTS    FUNDING AND CAPITAL MANAGEMENT 

Capital expenditure
FY2019 capital expenditure mix change with Network decrease offset by increase in Above 

Rail

116
67 47

587

465

219

443

224

FY2017FY2016

20

2HFY2018

490251

1HFY2018

27

FY2018 FY2019(f)

703

532

239

~480-520

-30%

Non Growth Growth

üFY2018 capex in line with guidance at 

$490m (guidance $485-495m)

üCapital expenditure guidance for 

FY2019 $480m ï$520m

üGrowth capital in FY2019 includes 

new coal wagons to support growth 

tonnes across CQCN and Hunter 

Valley

üNon growth capital in FY2019 forecast 

to increase against FY2018 as a result 

of: 

üRollingstock overhauls due

üTechnology projects

üDeferrals from prior years

üPotential capital for replacement rail 

grinder

25
1. Total Group capital expenditure net of lease incentive payments and externally funded projects 
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Network RAB, CAPEX and Depreciation profile
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RAB ROLL FORWARD CAPEX ACCOUNTING DEPRECIATION

3.0

5.1
5.7 5.8 5.8

FY10 FY15 FY16 FY17 FY18f

Regulated Asset Base (RAB) $Abn

93%

ü RAB Roll-forward, indicative (closing 

balance) projection based on Aurizon 

Networkôs submitted UT5 RAB. 

Excludes assets operating under an 

Access Facilitation Deed (AFD) of c. 

$0.4bn and is subject to QCA approval 

of the FY18 capital claim which is yet to 

be submitted.

288 283 252 276

281

80

5
7

FY15 FY16 FY17 FY18

Sustaining $m Growth $m

257

363

283

ü Increase reflects conclusion of WIRP and 

capitalisation of rail renewals ïincludes all 

WIRP capex (no deferral for accounting 

purposes)

ü Long-term to approximate sustaining capex

ü FY17 figure restated to reflect the Companyôs 

re-organisation to a business unit structure 

effective 1 July 2017

ü Depreciation for FY17 and FY18 is for 

Network segment and includes share of 

corporate assets. 

569

215
258

300 308

FY15 FY16 FY17 FY18

Depreciation $m

ü Network sustaining capex is expected to 

be in the range of $240 - $300m (4% -

5% of RAB)

ü Capex presented on a Functional basis



Chris Vagg

Head of Investor Relations & Group Treasurer
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FY2019 outlook
Providing Group earnings guidance is challenging due to uncertainty around UT5 final 

outcome 

FY2018 RESULTS    OUTLOOK & KEY TAKEAWAYS
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üUnderlying EBIT guidance for above rail business $390-430m

üProviding guidance for Network is challenging as transitional tariffs in place for only 1HFY2019 ($130m range of 

outcomes1)

üAbove Rail EBIT growth in FY2020 due to higher coal volumes and transformation driving value across the business

KEY ASSUMPTIONS

üCoal ïflat outlook with 215 ï225mt volumes offset by increased maintenance and operating costs

üBulk ï$50m impact from cessation of Cliffs and Mt Gibson contracts

üContinued delivery of transformation in the remaining core business

üNo major weather impacts

üExcludes redundancy costs

1. Refer slide 21



Key takeaways

FY2018 RESULTS    OUTLOOK & KEY TAKEAWAYS
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EARNINGS

üSolid FY2018 performance with EBIT up 6%

ü47% increase in final dividend, maintaining payout ratio 

at 100% of underlying NPAT

üEarnings headwinds in FY2019 with additional 

investment in Coal to enhance reliability and cessation of 

iron ore contracts in Bulk

üAbove Rail earnings growth from FY2020 with increased 

coal volumes and transformation driving value

INTERMODAL

üACCC has blocked the sale transactions for Intermodal 

Queensland and the Acacia Ridge Terminal

üCurrently before Federal Court of Australia, Aurizon will 

defend the proceedings 

üAurizon has today terminated the sale agreement for the 

Queensland Intermodal business and will exit that 

business subject to any orders of the Court

STRATEGIC FRAMEWORK

üNew framework introduced to support enterprise 

objectives

üExecution against three strategic levers is aimed at 

driving differentiation, competitive advantage and 

sustainable performance 

UT5

üUT5 draft response strategy in execution across multiple 

pathways ïregulatory, commercial and legal

üActions to date include alignment of maintenance and 

operating practices to the UT5DD

üCustomer and key stakeholder engagement continues

Delivered to expectations in FY2018. Earnings headwinds in FY2019 with new strategic 

framework positioned to deliver long term earnings growth
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RAIL HAULAGE

Multiple commodities, customers and integrated supply 

chains

RAIL NETWORK
Asset Maintenance, Network Management and 

Infrastructure Development

COAL

ÅServices 40+ mines

ÅMoves 200 million tonnes annually

ÅExports to markets including Japan, 

China, South Korea, India and 

Taiwan

BULK

ÅAustraliaôs leading bulk freight specialist

ÅTransports Iron ore, minerals, other 

commodities and agricultural products

NETWORK MANAGEMENT

ÅOperates and manages Australiaôs largest 

and most complex export rail network

ÅConnects more than 50 mines to 5 major 

export ports, plus many domestic consumers

ASSET MANAGEMENT

AND MAINTENANCE

ÅMaintains and manages 2,670km multi-user 

track network cross four major coal systems 

in Queenslandôs Bowen Basin

INFRASTRUCTURE 

DEVELOPMENT

ÅDelivers major railway infrastructure 

projects on-time and on-budget

Australiaôs largest integrated freight rail network

FY2018 RESULTS    ADDITIONAL INFORMATION
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KEY OPERATIONAL

STATISTICS1

COMMODITIES

Coal, iron ore, bulk freight and intermodal

ROLLINGSTOCK

500+ active locomotives

OPERATIONAL FOOTPRINT

More than 160 operational sites

PEOPLE

More than 4,500 operational full-time employees

WAGONS

13,000+ active wagons

1Statistics as at 1 January 2018
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Aurizonôs vision, purpose and values
Focussed on customers and recognises its important role in both regional Australia and 

global supply chains

33

Growing 
regional 

Australia by 
delivering bulk 
commodities 
to the world

The first 
choice for 

bulk 
commodity 
transport 
solutions

VISION PURPOSE

Achievement of 

vision represents:

Å #1 in the market

Å Strongest renewals 

and new business 

growth

Å Increasing 

Australian share of 

seaborne coal and 

other bulk trade

VALUES

SAFETY PEOPLE INTEGRITY CUSTOMER EXCELLENCE
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Strategic levers required to fulfil Aurizonôs vision

34

EXCEL

Execution against the three strategic levers is aimed at driving differentiation, competitive 

advantage and sustainable performance  

OUTCOME 

STRATEGIC 

LEVERS 

Delivering a cost effective 

and customer aligned model

Moving decisions closer to 

our operations and 

customers

Delivering a portfolio of 

value adding businesses

Allocating capital rigorously 

and efficiently

Labour and asset 

productivity through 

technology

Regulatory reform

Developing a safety and 

performance culture that 

is agile and innovative

Improving the 

competitiveness of supply 

chains we operate

Leveraging expertise to 

adjacent assets and 

activities 

Bulk commodity supply 

chain manager of choice

Accelerate cost 

competitiveness of Aurizon

Achieve regulatory 

reform, secure contract 

wins and gain competitive 

advantage through asset 

efficiency

Position Aurizon for 

growth, value creation and 

the next phase of 

Enterprise evolution
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Capital structure objectives
Optimal capital structure to enable balance of shareholder returns and investment

35

Investment 

grade 

credit rating

Flexibility to adjust 

to changing market 

conditions and 

business risk and 

to take advantage 

of future 

opportunities

Seeking to 

minimise the cost 

of capital

Sustainability of 

cashflows 

through the cycle

Cashflow 
sustainability

Cost of 
Capital

Credit Rating

Flexibility
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Network
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Network snapshot

KEY NETWORK FACTS

40 + operating coal mines serviced

Open access network with three 

above rail coal operators ïAurizon 

Operations, Pacific National and BMA 

Rail

70 services per day

229.6mt coal moved in FY2018

The CQCN comprises four major coal

systems and one connecting system

link serving QueenslandôsBowen

Basin coal region: Newlands,

Goonyella, Blackwater and Moura

with GAPE the connecting system

link

Five export terminals at 3 ports

One control centre

Track 2,670 km 

Electrified track 2,000 km

It is estimated the value of the

regulated Asset Base (RAB) will be

$5.8bn(1) as at 1 July 2018
1. Estimate as at 1 July 2018 - excludes $0.4bn in assets operating under an Access Facilitation Deed (AFD). 

Central Qld Coal Network (CQCN)

Dalrymple Bay CoalTerminal (DBCT) 

Hay Point CoalTerminal (HPCT)

Abbot Point CoalTerminal (APCT)

Gladstone

Moura

CoppabellaMoranbah

Dysart

Emerald

Bluff

Stanwell

Alpha

Springsure

Collinsville

Bowen

Townsville

Rockhampton

Mackay

LEGEND

City/town 

Power Station

Coal Export Terminal

Rail Systems

Goonyella Coal Rail System

Newlands Coal Rail System

Blackwater Coal Rail System

Moura Coal Rail System

Clermont

Blackwater

Blair Athol

R.G. Tanna Coal Terminal 

PORT OF ABBOT POINT

PORT OF HAY POINT

PORT OF GLADSTONE
Wiggins Island Coal Export Terminal (WICET)
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Network strategic levers
Priorities are focused on the development of a fit for purpose network that creates value and 

facilitates changing the regulatory environment for the benefit of all

Existing 

customers
Adjacencies New markets

Opportunistic expansion of 

CQCN

Supply chain alignment

Growth outside CQCN

1

Customer solutions Regulatory framework

Regulatory reform

Tailored asset and capacity 

management

Build system and people 

capability

1

2

3

UT5 solution
Fit for purpose 

operations
Capability

Alignment of resources to the 

UT5 draft decision

Supply chain productivity  

Network cost efficiencies

1

2

3
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THE PROBLEM TODAY

Regulatory environment does 

not align the interests of all 

players to maximise outcomes

THE PATHWAY TO A SOLUTION 

Clearly defining 

servicesé

éprovides clarity of 

propositions & opportunity 

to trade valueé

étherefore driving 

collaboration & stronger 

alignment to seek regulatory 

changeé

éfor the benefit of 

all supply chain 

stakeholders

Services 

clearly 

defined 

and linked 

to tariffs

Customer Value 

Propositions

ÁRegulated 

services

ÁTailored solutions 

as required

Operational 

Performance

ÁFit for purpose 

asset 

management

ÁSupply chain 

capacity solutions

Coming 

together 

Greater 

collaboration & 

alignment

Best practice 
regulation

Flexibility Reliability

Information 
Avail

ThroughputJoint value 

opportunity or 

ótradeable valueô 

Network Strategy 
Getting closer to our customers will drive improved performance, better alignment of asset 

condition and management of long term requirements

Aurizon

Has the 

levers to 

create value, 

but not the 

incentive

Customers 

& Regulator

Donôt see 

value being 

delivered in 

the network Pulling 

apart 

and not 

aligned

39
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Transformation in Network 

40

Progress has been made in transforming the cost base which drives value for 

the whole supply chain

EnergyFootprint consolidation$

üIn FY2019 Network will 

significantly reduce its current 

footprint of 32 sites

üExpected to reduce real estate 

costs and increase operational 

efficiencies

üInfrastructure and procurement 

optimisation

üRegulatory measures (e.g. AT5 

DAAU)

üImproving competitiveness of 

electric traction 

ü~40% of total Network operating cost 

base is compressible, with the 

remainder being largely pass through 

costs (i.e. energy and fuel) or costs 

that are non compressible in the short 

term due to their nature (i.e. 

depreciation)

TRANSFORMATION INITIATIVES

144

76

66

28

39

5

Depreciation

Operating costs

1HFY18

Energy & Fuel

Corporate costs

Maintenance costs

Other

359

Compressible 

costs

Non-compressible 

in the short term

NETWORK OPERATING COSTS 

($M)1

Largely pass 

through cost to 

customers

Energy 

Strategy

Energy and 

Infrastructure 

Efficiency

Energy 

Supply
Traction 

ChoiceGladstone

Mackay

Bowen

Depotx

1. Maintenance costs exclude ballast undercutting costs which are capitalised for accounting purposes.  Maintenance costs also include some depreciation relating to plant used in 

maintenance and capital activities.
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Future of regulation
Moving to best practice regulation will improve regulatory outcomes aligned with 

our business operating model

41

STANDARDS OBJECTIVES BEST PRACTICE

Objective 

Standards

Methodological  

Standards

Procedural 

Standards

Adjusting statutory 

objectives to better align 

interests

Introduction of 

performance targets and 

incentive mechanisms

Definition of efficient 

framework for co-

operation between the 

regulated entity and 

customers

Improving regulatorôs

procedural standards

Customers at the heart of 

regulatory objectives

Co-operative engagement

Co-operative engagement 

between regulated entity and 

customers with limited regulator 

involvement but with appropriate 

regulatory protections

Timely decisions

Decisions made before the 

regulatory period to provide 

certainty for customers and the 

regulated entity

CURRENT

Upstream and 

downstream competition 

the primary focus rather 

than customer value

Limited incentive for out 

performance through 

cost mechanism

No clear, consistent 

framework for 

collaboration 

ÅLack of timely 

decisions

ÅNo clearly defined 

framework

FY2018 RESULTS    ADDITIONAL INFORMATION



Supply chain capability
The opportunity to create value for the whole of supply chain will be 

underwritten by regulatory reform

Below rail capacity 

management

Supply chain 

alignment

Supply chain value

Á Optimisation of capital 

expenditure and increased 

availability and utilisation of 

infrastructure

Á Integrated planning

Á Managing variability

Á Performance analysis

Á Capacity and product 

offers

Supply chain 

participants 

act separately

Increased 

collaboration

Network TomorrowNetwork Today

Supply chain value

Á Alignment of supply chain 

contracted capacity

Á Collaboration for major 

outages and incident 

response

42

FY2018 RESULTS    ADDITIONAL INFORMATION


