CONTENTS

Providing Value to Clients
Supporting Clients During COVID-19
Determining how we can best support our clients during the COVID-19 crisis has
been a priority for WATC.

Debt Products and Services

On 7 May 2020, the State Government announced the establishment of a new
$100 million lending facility through WATC to support local governments and universities
in Western Australia that were impacted by reduced revenue due to the pandemic.

WATC provides debt finance to public sector clients in Western Australia to meet their financing
requirements. This includes funding for new works, refinancing existing debt and financing for
liquidity purposes. A range of flexible debt products are available, covering a wide maturity
spectrum and range of structures. We work in collaboration with our clients to ensure each debt
product is applied appropriately to achieve each client’s individual debt and debt management needs.

Financial Advisory Services
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Examples of client advisory engagements to drive better outcomes for our clients and the
State include:
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100% Extremely Satisfied or Very Satisfied

•

Working with the Public Transport Authority and Main Roads Western Australia, to develop
and enhance business cases to support requests for Commonwealth funding for high
priority infrastructure projects. These projects exceed $3.5 billion in value. Through
accessing Federal co-funding, we can reduce the impact on State borrowings.
Assisting various clients with the tendering and retendering process for contracted
services. This involved reviewing pricing mechanisms, evaluating financial responses
to tenders and pricing proposals, and providing financial models to calculate contract
payments, delivering substantial cost savings to the State.
Supporting Energy Policy WA to review and validate financial modelling underpinning
the determination of an opening regulatory asset base for Horizon Power’s North West
Interconnected System (NWIS) electricity network in the Pilbara.
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WATC Client Debt 1986 to 2021

$ Billions

Alongside this short-term facility, we developed a cash flow forecasting model to help
local governments identify any potential cash flow shortfalls resulting from the pandemic.

WATC provides the Western Australian public sector with a range of corporate and financial
risk management advisory services to facilitate informed financial decision-making.
Our goal is to work collaboratively with clients to enhance the corporate and financial risk
management analyses undertaken on public sector projects. Through integrating our expertise
and experience with the unique business knowledge of our clients – and our understanding of
the State’s public sector – we endeavour to deliver superior outcomes for clients and Western
Australia as a whole.

WATC Client Debt 1986 to 2021

AGENCY
PERFORMANCE

Our new Short-Term Lending Facility provided clients with access to low interest
short-term loans to support operational liquidity during the financial year. Six local
governments established such a facility, altogether totalling $23.5 million. These
facilities offered clients the assurance of a financial safety net of available funds,
should it be needed. In the end, no funds were required under the facility.

With the State's borrowing program announced at the start of the 2020–21 financial year, we
anticipated and planned for a $2.3 billion annual increase in client borrowings. However, with the
evolving nature of government initiatives and priorities – coupled with the strength of the Western
Australian economy – client borrowings only increased by $264.3 million over the course of the
year. Total client debt outstanding at 30 June 2021 was $50.0 billion.
As at 30 June 2021, the total debt outstanding with WATC by Western Australian local
governments was $581.9 million, a decrease of $38.3 million during the year. Seventy-two new
loans totalling $62.3 million were approved for our local government clients.

OVERVIEW

WATC provides Western Australian government authorities a comprehensive
range of high-quality, cost-effective financial products and services.

At WATC, we seek client feedback on our financial advisory services after completing each
engagement. Feedback received for the 2020–21 financial year was extremely positive across
all areas. Clients were asked to rate the quality of advice provided, the value added and our
team’s overall capability and level of service, with 100 per cent of clients surveyed saying they
were highly satisfied with our services, 75 per cent of those being extremely satisfied.

Financial Advisory Services client feedback, 2020–21
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Providing Value to Clients (continued)
Success Stories in Managing Foreign Exchange

WATC is the State’s financial advisor to Westport, a complex infrastructure project that
is planning for a new port in Kwinana with supporting logistics and associated integrated
road and rail transport corridors. In August 2020, the State Government endorsed the
independent Westport Taskforce’s recommended location for a future container port at
Kwinana to meet Western Australia’s long-term freight needs.

Examples of projects where we assisted clients to successfully identify and manage
foreign exchange risk and/or delivered value in cost-effective foreign exchange
transactions, include:

WATC has advised Westport on numerous matters over the previous two years. The
Westport Taskforce’s final recommendations are underpinned by the following key pieces
of financial analysis provided by WATC:

•
•

•
•

•

Western Australia Police Force: helicopter procurement, Emergency Services
Radio Network and forward-looking infrared thermal imaging cameras
Department of Fire and Emergency Services: Emergency Rescue Helicopter Service
Public Transport Authority: Project Alliance arrangements, road coaches and
train equipment
Synergy: turbine maintenance.
AGENCY
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•

Economic and commercial assessments of each option considered in the two detailed
multi-criteria analyses, which were used to shortlist the project’s options.

•

OVERVIEW

Financial Advisor for Western Australia’s Future Container Port

A rapid cost–benefit analysis model to calculate the
benefit–cost ratios of the shortlisted options.
Container growth rate review and recommendations.

The Department of Transport has retained WATC as the
financial advisor to Westport to support the next stage of the
program, which involves developing a business case and
other considerations to inform a future investment decision
by the State Government.

Improving Client Processes, Practices and Awareness
In light of the risks associated with foreign exchange in procurement, we also assisted
the Department of Finance with redrafting the State’s procurement processes,
practices and templates to better identify and manage these risks.
We adapted our education seminars on foreign exchange this year to an online
presentation format due to social distancing requirements. Feedback received from
seminar participants continues to be very positive.

Foreign Exchange Services

During the financial year, WATC executed in excess of $221 million in foreign exchange
transactions in 10 currencies on behalf of 20 clients.

DISCLOSURES AND LEGAL
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WATC provides a broad range of foreign exchange solutions for our Western Australian public
sector clients. This includes assisting clients with managing foreign exchange risk in accordance
with Treasurer’s Instruction 826 and providing education seminars on foreign exchange products
and foreign exchange risk management. We also assist clients with identifying and quantifying
foreign currency exposures, and work in partnership with them to design and execute foreign
exchange risk management strategies.

Asset and Investment Management Services
WATC plays an important role in managing public sector finances by providing the State
and government authorities with a range of investment products and treasury management
services. These products and services help clients to achieve sound financial risk
management, including managing credit risk. Through these services, clients have access
to our considerable experience and expertise, together with the systems, pricing and
oversight that come with our scale of operations.
We manage the investment of funds on behalf of the Public Bank Account and the
Future Health Research and Innovation Fund, as well as for Landgate and Lotterywest.
Total client funds under management at 30 June 2021 was $2.9 billion – across five
investment portfolios.

FINANCIAL
STATEMENTS

At 30 June 2021, we held $69.7 million from clients utilising our overnight cash deposit and
term deposit facilities.
During the year, WATC commenced providing back-office trade capture and reporting
treasury management services for Synergy.

Photo courtesy of the Public
Transport Authority of Western Australia

WATC assisted the Public Transport Authority with managing the foreign exchange risk on the purchase
of new coaches for Transwa, which service Western Australia’s regional communities.
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Providing Value to Clients (continued)
Continuous development and improvement are important to us at WATC. We regularly seek
feedback through various channels to ensure our products and services are fully aligned to our
clients’ requirements.
This year, we engaged with Peter Lee Associates, a research and consulting firm that specialises
in the financial services sector. Peter Lee Associates undertook a comprehensive and independent
survey across WATC’s state government clients. The survey results were very positive, with clients
rating very high levels of satisfaction across all products and services offered by WATC on a
range of measures, including:
alignment of products and services to client needs
overall quality of service

WATC Hosts National Forum on PPP Investments
In December 2020, WATC hosted an online forurm to promote learning and sharing
of experiences relating to Public Private Partnerships (PPPs). The 2020 National
PPP Contract Managers Forum, which brought together contract managers from
government departments across Australia and New Zealand, took the form of a virtual
event due to travel restrictions imposed by COVID-19.
The forum focused on managing PPPs during unprecedented times as a result of the
pandemic. Consisting of 8 presentations by 13 different presenters across Australia
and New Zealand, 190 people from over 100 different government agencies attended
the online forum.
The presentations were very relevant to current
times and included case studies (based on
first-hand experience), research, panel discussions
and insight sessions.

transaction efficiency
adding value
cost-effectiveness
understanding client needs.

Feedback received from clients provides positive reinforcement that we continue to successfully
deliver high-quality, cost-effective financial solutions that meet the needs of the Western Australian
public sector.

AGENCY
PERFORMANCE

•
•
•
•
•
•

OVERVIEW

Delivering on Client Requirements

Feedback from attendees was very positive. We are
assisting our counterparts in New Zealand who will
be hosting the 2021 forum.

Increasing Knowledge on Financing Large-Scale Investments
DISCLOSURES AND LEGAL
COMPLIANCE

In November 2020 – and in partnership with Macquarie University – we facilitated a
training program on financing large-scale investments, for WATC staff and our clients.
The process of financing large-scale investments is quite different to standard
corporate finance. The program covered the techniques and principles to structure,
value and finance large-scale infrastructure and
industrial projects. It also examined the different
ways in which project finance allocates the risks
and responsibilities typically found in complex
projects and renders them financeable.

FINANCIAL
STATEMENTS

Originally planned as a two-day in-person program,
due to COVID-19 the program was delivered online
over four half days. Feedback from all participants
was very positive.

Looking Forward
Photo courtesy of Synergy

•

Reviewing opportunities to enhance client debt products to improve administrative
efficiency and optimise client debt portfolios.

In 2021, Bright Energy Investments, of which Synergy is an investment partner, opened Warradarge
Wind Farm that has the capacity to meet the average annual electricity needs of 148,500 households
in Western Australia. WATC supports Synergy with debt funding and treasury management services.
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Successful Financial Management

In sourcing funds to meet client debt financing requirements, WATC borrows from both domestic
and international capital markets. The evolving COVID-19 pandemic experienced during 2020–21
significantly impacted financial markets and the global economy. For WATC, these impacts are
felt principally via increased volatility in financial markets. This uncertain market environment has
required WATC to be more flexible in delivering the borrowing program.

Economic and Market Conditions

Reserve Bank of Australia Becomes a Major Investor
Between the RBA’s November 2020 announcement and 30 June 2021, the RBA
purchased $154 billion of Commonwealth and state government bonds under its
quantitative easing program. Of this, $4.2 billion were WATC bonds, making the
RBA a significant investor in WATC.

The RBA’s monetary easing has been complimented by an unprecedented peacetime fiscal
stimulus, with the Commonwealth Government deficit amounting to a substantial 7.8 per cent
of gross domestic product in 2020–21. Monetary and fiscal policy will continue to support the
economy in the coming years, with the RBA continuing to indicate that the cash rate is unlikely
to be increased before 2024 and, although Commonwealth Government budget deficits are
forecast to ease, they will remain significant over the forward estimates.

AGENCY
PERFORMANCE

Following the short but very deep COVID-19 recession in the first half of 2020, both global and
Australian economies saw a sharp rebound in 2020–21 on the back of unprecedented fiscal and
monetary support. Domestically, the Reserve Bank of Australia (RBA) implemented a quantitative
easing program, which consisted of weekly purchases of Commonwealth Government ($4 billion)
and state government ($1 billion) bonds, at its November 2020 board meeting. Among other
measures, the RBA also cut its cash rate and three-year yield targets to a new record low of
0.10 per cent.

OVERVIEW

WATC continues to be flexible and adaptable in supporting the financial
requirements of the State.

The rapid economic recovery has pushed the Australian unemployment rate to a decade low
of 4.9 per cent in June 2021. This remains above the RBA’s estimate of unemployment which
it believes needs to be achieved to push inflation sustainably back to its target band. The RBA
has said that it will not raise the cash rate until its inflation target has been met, and it does not
expect this to occur before 2024.
While the economy has made a faster than expected recovery, the unprecedented nature of
the COVID-19 crisis means there is still much uncertainty around the economic outlook.

Financial Market Activities
DISCLOSURES AND LEGAL
COMPLIANCE

WATC successfully managed and delivered on our client borrowing and refinancing
requirements during the financial year. Due to the unpredictable economic environment,
the State’s budget position evolved considerably. Actual client new borrowings were
$264.3 million for 2020–21, which is substantially less than the $2.3 billion estimated at
the start of the year.
Funding for liquidity and short-term requirements was met through the Domestic Short-Term
Note Program and offshore Euro Commercial Paper Program. Long-term fixed rate funding
was generated through the domestic Benchmark Bond Program, with term floating rate funding
generated through a combination of floating rate note and swapped benchmark bond issuance.

Photo courtesy of Western Power

WATC is a key provider of debt funding to Western Power, which partners in renewable energy projects
like the privately owned Yandin Wind Farm in Dandaragan. Opened in May 2021, Western Power provided
critical infrastructure and building works. A new terminal station and 10 km of transmission line help to
deliver cleaner energy for approximately 200,000 Western Australian homes.
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Investors in
2030 Benchmark
Bond by Origin

FINANCIAL
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During the financial year, WATC issued approximately $7.9 billion in benchmark bonds and
floating rate notes. Funds generated were used to fulfil new client borrowing requirements
and refinance maturities in 2020–21 and the upcoming July 2021 bond maturity. WATC also
undertook one tender of existing benchmark bonds and syndicated one new bond issue.
The syndicated issue consisted of a new benchmark bond maturing in October 2030 and
raised $1 billion at issue.

Australia 61.7%
Asia 28.1%
Europe, the Middle East and Africa 7.4%
North and South America 2.8%
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Successful Financial Management (continued)

WATC Maturity Profile

WATC Maturity Profile by Financial Year End

Adapting Investor Marketing During COVID-19
With all offshore marketing suspended due to COVID-19 travel restrictions, WATC
partnered with members of our Fixed Interest Dealer Panel to deliver updates virtually
to a number of offshore investors.
Travel restrictions also impacted our marketing for
onshore investors. Communications were delivered
virtually, including our participation in fixed income
conferences. In October 2020, we arranged an online
post-budget economic and fiscal update, which was
presented by the then State Treasurer to investors and
market intermediaries.
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$ Billions

OVERVIEW

In meeting our clients’ floating rate requirements, WATC also undertook the syndicated launch of a
new floating rate note. In December 2020, a new 10 March 2026 floating rate note was issued,
raising $1.5 billion.

4
3
2

Articulating the State’s Sustainability Credentials

1

An intra-government initiative was launched to develop an information pack detailing
Western Australia’s environmental, social and governance (ESG) credentials for
potential investors in the State’s bonds. Working in partnership with the departments of
the Premier and Cabinet, Water and Environmental Regulation, and Treasury, WATC
is consolidating and articulating how the State Government’s ESG objectives also align
with the United Nations’ Sustainable Development Goals (SDGs) framework.
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Term Debt Year on Year Change by Bond and FRN Line

Term Debt Year-on-Year Change by Bond and Floating Rate Note Line

The initiative is a precursor to WATC coordinating participation across Western
Australian government agencies to establish a Sustainability Bond Framework. In
accordance with internationally established protocols, this framework will allow the
State Government to consider using sustainability bonds to finance eligible projects
with clear environmental and/or social outcome objectives.
The United Nations’ 17 Goals for Sustainable Development

1.0

$ Billions

0.5
0.0
-0.5
-1.0
-1.5

FINANCIAL
STATEMENTS

-2.0
-2.5

‘B’ Bond

22

B 07/2041

B 10/2034

B 10/2031

B 10/2030

B 07/2029

B 07/2028

B 10/2027

B 10/2026

F 03/2026

B 07/2025

F 02/2025

B 07/2024

F 02/2024

B 10/2023

F 03/2023

B 10/2022

F 03/2022

B 07/2021

F 03/2021

B 07/2020

-3.0

‘F’ Floating Rate Note

23

Delivering on Client Borrowing Requirements During COVID-19

WATC is committed to continually improving our high-quality systems,
capabilities, processes and practises to optimise performance and achieve
our vision and objectives – today and into the future.

Against a background of a challenging economic environment and volatile financial market
conditions, we were able to continue to meet client borrowing and refinancing requirements
in a cost-effective manner. Our two key performance indicators – measuring our cost effectiveness
and estimated savings to the State – were successfully achieved well within targets.

WATC operates in a dynamic external environment, which produces a range of risks and
opportunities. In optimising WATC’s performance, our Board provides an approved risk
management and compliance framework with a clear governance structure for our operations.

Looking Forward

•

The borrowing program for 2021–22 is estimated at $5.0 billion. It comprises $2.1 billion of
new money and approximately $2.9 billion of refinancing (consisting of floating rate notes
and short-term funding refinanced to long term).
$b

New Money Program

$b
2.1

3.8

Less Pre-Funded Bond Maturity

-3.8

Floating Rate Note (03/03/2022)

2.2
Total Maturities

•
•
•

less than 20 per cent of our debt portfolio maturing within 12 months; and
maintaining a minimum liquidity coverage ratio of 100 per cent for debt maturing within
12 months.

Debt Portfolio Achievements

0.7

At 30 June 2021
17.3% debt maturing within 12 months
182.5% liquid asset portfolio cover

DISCLOSURES AND LEGAL
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Total Term Funding

•
•

2.2

Other
Refinancing: Commercial Paper to Term Debt

Our two key debt metric goals for balance sheet management to be achieved each year are:

The achievement of these goals remains an important part of our contribution to the State’s
creditworthiness. We regularly review and assess the costs and benefits of our asset and
liability management strategy along with the State’s liquidity holdings, working in conjunction
with the Department of Treasury who manage the other components of the State’s credit
ratings criteria.

Projected Maturities
Bond (15/07/2021)

Supporting the State’s Creditworthiness
AGENCY
PERFORMANCE

Term Funding Requirement

•

OVERVIEW

Optimising Our Performance
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Successful Financial Management (continued)

5.0

In 2021–22, we expect to issue a new floating rate note with an approximate five-year
maturity. We may also explore opportunities to fill gaps in our bond maturity curve.
We will continue to tap, tender and syndicate, when appropriate, our current outstanding
bond and floating rate note lines to support market liquidity and to meet our clients’ needs.
We will provide investors with consolidated information on the State’s ESG credentials.

FINANCIAL
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We will continue to monitor developments in changes to international interbank offered
rates (IBORs) – including the London Interbank Offered Rate (LIBOR) – and risk free
rates (RFRs).

Photo courtesy of the Shire of Katanning

With a loan from WATC, the Shire of Katanning purchased a new grader as part of its fleet to maintain
road infrastructure across the region.
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Optimising Our Performance (continued)
WATC understands the benefit of prioritising and continuously improving management of the
State’s balance sheet, particularly in light of our assessment of how market demand dynamics
are impacting financial markets and our issuance of Western Australian government bonds.
During 2020–21, we carried out a detailed review and empirical evaluation of various
strategies to diversify the State’s debt portfolio. This included assessing costs and benefits of
flexible portfolio management with varying:

•
•
•

floating rates
term fixed rate exposures
maturity profile structures.

Risk Management
We completed a comprehensive dynamic risk assessment to identify the key strategic-level
risks faced by WATC. This assessment considered the consequence, likelihood, connectivity and
velocity of each of these risks. As a topical and contemporary view of the risks we face, it will be
used to inform the continual evolution of our risk management strategies.

Following a detailed review assessing key components of the financial risks associated
with our current asset and liability management strategy, we identified an increased risk
associated with the annual term debt refinancing requirements that are typically undertaken
within a narrow timeframe.
The risk had increased significantly due to the growing size of the State's balance sheet,
and was further exacerbated by potential exposure to financial market shocks such as
those experienced during the 2007–08 global financial crisis and the early stages of the
COVID-19 pandemic.

Maintaining Operations During COVID-19
Our business continuity plan continued to be tested during COVID-related lockdowns. With no
material disruptions, we successfully maintained our operations throughout. We are continuing
to evaluate, refine and evolve our business continuity plan based on our experiences.

Structural Improvements
A new Program Management Office was created to bring together disparate functions to interchange
ideas, thoughts, information and tacit knowledge, and help enrich our capabilities. While maintaining
a holistic view, the new office will assist us in making improvements to business processes, how
projects and initiatives are coordinated and delivered, and managing the impact of change.
26

We continued to upgrade our software and hardware – for security, for maintaining contemporary
functionality, and to update capacity and capability. Upgrades to our Quantum treasury
management system and client portal commenced during the year. We improved our high-speed
communication link with cloud providers, while also adding an alternative communication link
pathway to improve back-up and redundancy capabilities.
Cyber security remains a critical component of all our business considerations. An ongoing
program of monitoring, evaluating, remediating and improving security remains a priority.

Information Management Road Map
We developed a high-level strategy and prioritised roadmap to facilitate improvements in
how we manage information as we shift towards a modern digital workplace and workforce.
Aligned with the requirements of the State Records Office of
Western Australia, the roadmap will help us develop a more
contemporary and compliant digital information management
landscape that ensures visibility and access to all information,
alongside improving usability and accessibility.

Looking Forward

•
•
•
•
•
•

Continue to enhance our cybersecurity capabilities, together with evolving our
business continuity and disaster recovery strategies.
Maturing and evolving our approach to risk management.

FINANCIAL
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We are now considering a series of options to smooth our refinancing requirements over
longer timeframes and evolve the management of the State’s liquid assets to improve the
financial outcomes for the Government of Western Australia.

Information and communication technology (ICT) remains critical to support our operations,
and is even more imperative to be working well 24/7 to facilitate continuity during periods of
disruption, as we have experienced over the past 12 months. A new secure remote working
facility, improving security and staff remote access to our systems, helped to enable all
our people to work from home during COVID-19 lockdowns and while in temporary office
accommodation during our office refurbishment.

DISCLOSURES AND LEGAL
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Re-Evaluating Strategies In Light of COVID-19

Optimising Our ICT Systems
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We will be using this in-depth data to develop a suite of compatible portfolio structures
and issuance strategies that we can then evaluate against current practice in balance
sheet management.

OVERVIEW

Improving Management of the State's Balance Sheet

We also restructured our client services teams to improve how we deliver our products and
services to support our clients. The newly formed Corporate Treasury Services branch
combined our Client Debt Finance and Investments, and Client Foreign Exchange and Treasury
Services branches. The new branch provides a single point of contact for our clients to access
all WATC’s corporate treasury products and services.

Upgrading our Microsoft Office suite and Quantum core treasury management
system to incorporate updated technology and make software and system
enhancements. We will also leverage our Quantum system to support ongoing
improvements to our processes.
Improving the security of our client portal by switching to a new platform.
Updating our ICT desktop hardware to improve reliability and performance.
Designing and implementing new information architecture for internal
communications and recordkeeping, as part of our Digital Information Strategy.
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