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Aurizon Network Pty Ltd 
This security is available for Wholesale and Retail Clients 

Disclaimer 

This bond or financial product has not been reviewed or recommended by FIIG 
research nor should this document be considered as credit research. This Factsheet is 
only a summary document, designed to assist Investors identify the key elements of 
the company bond or financial product referred to in this document and should be 
read in conjunction with the other offering documentation available in relation to the 
financial products. This Factsheet is not complete information concerning any 
financial product and should not be relied on as such.  

Issuer Outline 

Aurizon Network Pty Ltd (Aurizon, Company) controls, operates and manages a largely 
dedicated and purpose built, heavy haul rail infrastructure, known as the Central 
Queensland Coal Network (CQCN), under 99 year lease arrangements with the State of 
Queensland, which commenced in July 2010. The CQCN is the largest coal export rail 
network in Australia. Aurizon Network operates the CQCN regulated rail infrastructure 
under a stable and well-established regulatory regime. The economic regulation of 
CQCN is undertaken by the Queensland Competition Authority (QCA), and the current 
agreement will be in place until 2027. 

Aurizon’s ultimate parent company is Aurizon Holdings Limited (AZJ), an ASX listed 
company which was wholly-owned by the State of Queensland prior to listing. 

AZJ, through its operating subsidiaries (including Aurizon), is the world’s largest rail 
transporter of coal from mine to port for export markets and is also the largest rail 
freight haulage business in Australia by tonnes hauled, operating in key freight sectors 
and supply chains across the country, focused primarily on large, heavy haul rail tasks 
such as the transportation of coal, iron ore, other minerals, agricultural products and 
general freight as well as containerised freight. It also provides a range of specialist 
rail engineering, construction and maintenance services.  
 

2 September 2021 

Security 
AUD500m 2.90% Sep 2030 

ISIN 
AU3CB0274173 

Currency 
AUD 

Type 
Senior unsecured 

 
 

Key Financials (AUDm) 

LTM (30 Jun) 2021 

Revenue 1,224.9 

EBITDA 833.9 

Net Interest Expense 133.4 

Total Assets 5,760.6 

Debt 3,242.6 

Cash 1.1 

Net Debt/EBITDA 3.9x 

EBITDA/Net Interest 6.3x 

Source: FIIG Securities, Company reports 

Key Terms 

Coupon Type Fixed Amount Issued/Outstanding AUD500m/AUD500m 

Rate 2.90% Minimum Amount AUD10,000 

Frequency  Semi-annual Denomination AUD10,000 

Domicile Australia AU Withholding Tax Exempt Yes 

Key Dates 

Issue Date 2 September 2020 Maturity Date 2 September 2030 

Call Dates Prior to 2 June 20301 From 2 June 2030 onwards @ 100.00 
1 Subject to redemption premium using a discount rate equal to the relevant swap rate + 50bp 
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Strengths 

• Competitive position: Aurizon's below-rail operations on the CQCN are the sole links for most of Queensland's coal mines 
to the major coal export terminals on its eastern coast. This monopolistic position and the supportive ‘shadow’ regulatory 
framework governing its revenue underpin the Company’s solid market position and low business risk.  

• Transparent and well-established regulatory framework: The QCA regulatory framework is transparent and well 
established, giving visibility into future regulatory revenue resets. It provides Aurizon with a window, if necessary, to 
implement countermeasures to protect the Company's financial profile. Although regulated resets had occurred every four 
years historically, the most recent agreement reached with customers spans a much longer period (to 2027), providing more 
long-term certainty, while the more frequent reset of the weighted average cost of capital (next in 2023) will ensure a closer 
tracking to actual debt costs. 

• Predictable cashflows over regulatory period: Aurizon’s access revenue is regulated and as such, supports the 
predictability of its cashflows. In addition, the access charges that Aurizon is permitted to levy are set under a revenue cap 
mechanism, which removes volume risk exposure due to coal haulage volume fluctuations. The take-or-pay features of the 
revenue cap provide Aurizon the ability to socialise revenues among existing users in the event that a user's access contract 
is terminated to an insolvency event. 

• Adequate liquidity: As at 30 June 2021, the Company had available cash of AUD1.1m and undrawn facilities of ~AUD910m, 
which together with operating cash flow in excess of AUD500m, is expected to be sufficient to cover the Company's 
operating cash needs over FY22. Further, Aurizon has a good track record of proactively refinancing its maturing debt 
(including undrawn bank lines). Aurizon’s next significant maturity is in June 2023, when an AUD750m bank facility (with 
only AUD370m currently drawn) is due for repayment. 

Risks 

• Legislation and regulatory risks: Aurizon is exposed to these risks due to the highly regulated nature of infrastructure 
assets with monopoly characteristics in Australia, limiting the company's financial flexibility as regulated charges do not 
necessarily reflect actual or projected opex, capex or costs of capital. As such, if regulated charges are lower than Aurizon’s 
costs, this may affect the Company's financial performance. However, these risks are partly mitigated by QCA's well 
established and transparent regulatory framework, together with the most recent agreement for the current regulatory 
period which was reached directly between Aurizon and its customers, pointing to the QCA’s willingness to take a light 
handed approach and intervene only when the parties cannot reach an agreement.  

• Dependence on the coal sector: Aurizon has a significant dependence on the coal sector. Continued weakness in coal 
market fundamentals are the main potential source of future credit pressure, notwithstanding the Company’s take-or-pay 
contracts. In large, this scenario would impair the capacity of coal producers to pay access charges, particularly any 
increases resulting from socialisation due to counterparty failure. 

• ESG Pressure: In addition to its largely single sector exposure, Aurizon’s coal exposure also introduces risks from an ESG 
perspective, with a growing number of investors reducing or entirely eliminating any exposure to companies that are 
operating within the broader coal segment. This is partly mitigated by the fact that Aurizon’s coal exposure is weighted 
towards metallurgical (rather than thermal) coal. In addition, given its position in the logistics chain (rather than a direct 
producer), we believe ESG concerns will likely translate into marginally higher cost of debt rather than availability of 
funding. 

• Higher than expected capex: Aurizon’s business requires significant capital investment, and as such, there is a risk of 
higher than expected capex spending and associated execution risks. These risks are partly mitigated by the lower need for 
capex over the current and next regulatory periods, with S&P expecting maintenance capex of around AUD250m-AUD300m 
per annum over the next few years.  

• Interdependency on AZJ's credit quality: Aurizon contributes around a third of AZJ's revenue, but about 50% of AZJ's 
EBITDA. As such, Aurizon’s credit quality is linked to AZJ's credit quality as the below-rail network is a core subsidiary of its 
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parent company. Consequently, Aurizon’s ratings and outlook reflect that of the parent and the Company’s ratings could be 
lowered if AZJ's ratings were downgraded.  

Other risks  

• Call risk: A decision to call the bonds ahead of the maturity date depends on a number of factors, including the relative cost 
of entering new debt financing, the company’s liquidity position, and the availability and attractiveness of new funding 
opportunities at the call date.  

• Duration risk: The Aurizon Network 2.90% senior unsecured bonds mature in 2030 and carry a relatively long duration. 
Investors are exposed to a degree of interest rate risk on the bond. For example, a 100bp increase in yields would result in 
about a 7.51% fall in the capital price of the bond, all other things being equal.  

• Interest deferral/cancellation: n/a  

• Non-viability trigger: n/a  

Summary  

Aurizon Network’s AUD 2.90% senior unsecured bonds maturing 2 September 2030 provide investors with an opportunity to 
participate in a regulated below rail network operator with exposure to coal mining counterparties and, indirectly, coal prices. 
The bonds mature in 2030 and carry a degree of duration risk.  

References 

• Aurizon Investor Website 

• Aurizon Network FY21 Financial Report 
  

https://www.aurizon.com.au/investors
https://www.aurizon.com.au/-/media/project/aurizon/files/investors/documents-and-webcasts/2021/2021-full-year-results/fyr-2021-aurizon-network-financial-report.pdf
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Certain statements contained in the information may be statements of future expectations and other forward-looking statements. These statements 
involve subjective judgement and analysis and may be based on third party sources and are subject to significant known and unknown uncertainties, risks 
and contingencies outside the control of the company which may cause actual results to vary materially from those expressed or implied by these forward 
looking statements. Forward-looking statements contained in the information regarding past trends or activities should not be taken as a representation 
that such trends or activities will continue in the future. You should not place undue reliance on forward-looking statements, which speak only as of the 
date of this report. Opinions expressed are present opinions only and are subject to change without further notice.  

No representation or warranty is given as to the accuracy or completeness of the information contained herein. There is no obligation to update, modify or 
amend the information or to otherwise notify the recipient if information, opinion, projection, forward-looking statement, forecast or estimate set forth 
herein, changes or subsequently becomes inaccurate.  

FIIG shall not have any liability, contingent or otherwise, to any user of the information or to third parties, or any responsibility whatsoever, for the 
correctness, quality, accuracy, timeliness, pricing, reliability, performance or completeness of the information. In no event will FIIG be liable for any special, 
indirect, incidental or consequential damages which may be incurred or experienced on account of the user using information even if it has been advised of 
the possibility of such damages.  

FIIG provides general financial product advice only. As a result, this document, and any information or advice, has been provided by FIIG without taking 
account of your objectives, financial situation and needs. FIIG’s AFS Licence does not authorise it to give personal advice. Because of this, you should, before 
acting on any advice from FIIG, consider the appropriateness of the advice, having regard to your objectives, financial situation and needs. If this document, 
or any advice, relates to the acquisition, or possible acquisition, of a particular financial product, you should obtain a product disclosure statement relating 
to the product and consider the statement before making any decision about whether to acquire the product. Neither FIIG, nor any of its directors, 
authorised representatives, employees, or agents, makes any representation or warranty as to the reliability, accuracy, or completeness, of this document 
or any advice. Nor do they accept any liability or responsibility arising in any way (including negligence) for errors in, or omissions from, this document or 
advice. Any reference to credit ratings of companies, entities or financial products must only be relied upon by a ‘wholesale client’ as that term is defined in 
section 761G of the Corporations Act 2001 (Cth). FIIG strongly recommends that you seek independent accounting, financial, taxation, and legal advice, 
tailored to your specific objectives, financial situation or needs, prior to making any investment decision. FIIG does not make a market in the securities or 
products that may be referred to in this document. A copy of FIIG’s current Financial Services Guide is available at www.fiig.com.au/fsg.  

An investment in notes or corporate bonds should not be compared to a bank deposit. Notes and corporate bonds have a greater risk of loss of some or all 
of an investor’s capital when compared to bank deposits. Past performance of any product described on any communication from FIIG is not a reliable 
indication of future performance. Forecasts contained in this document are predictive in character and based on assumptions such as a 2.5% p.a. assumed 
rate of inflation, foreign exchange rates or forward interest rate curves generally available at the time and no reliance should be placed on the accuracy of 
any forecast information. The actual results may differ substantially from the forecasts and are subject to change without further notice. FIIG is not licensed 
to provide foreign exchange hedging or deal in foreign exchange contracts services. The information in this document is strictly confidential. If you are not 
the intended recipient of the information contained in this document, you may not disclose or use the information in any way. No liability is accepted for 
any unauthorised use of the information. 
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