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Western Australian Treasury Corporation — 
Ms L.L. Baker, Chairman. 

Dr M.D. Nahan, Treasurer. 

Mr J. Collins, Chief Executive Officer. 

Mr M.A. Nunes, Deputy Chief Executive Officer. 

Mr S. Luff, Chief Financial Officer. 

The CHAIRMAN: Good morning, members. This estimates committee will be reported by Hansard staff. The 
daily proof Hansard will be published at 9.00 am tomorrow. 

Members may raise questions about matters relating to the operations and budget of the off-budget authority. 
Off-budget authority officers are recognised as ministerial advisers. It is the intention of the Chair to ensure that 
as many questions as possible are asked and answered and that both questions and answers are short and to the 
point. The minister may agree to provide supplementary information to the committee, rather than asking that the 
question be put on notice for the next sitting week. I ask the minister to clearly indicate what supplementary 
information he agrees to provide and I will then allocate a reference number. If supplementary information is to 
be provided, I seek the minister’s cooperation in ensuring that it is delivered to the committee clerk by Friday, 
30 May 2014. I caution members that if a minister asks that a matter be put on notice, it is up to the member to 
lodge the question on notice with the Clerk’s office. 

I now ask the minister to introduce his advisers to the committee. 

[Witnesses introduced.] 

The CHAIRMAN: The first question will be from the member for Victoria Park. 

Mr B.S. WYATT: My question is to the Treasurer and probably through him to Mr Collins. Last year Mr 
Collins outlined to the committee the source of the state’s debt and the breakdown of that debt. Mr Collins may 
recall that we had a conversation surrounding the fact that about 34 per cent of our bonds were held by domestic 
banks and that about 25 to 30 per cent of our bonds were held by offshore interests. Is it still that percentage, and 
has that been impacted on by the loss of the AAA credit rating? My second point is: how are we going with the 
reorganisation of our debt from 50–50 to 30–70 short and long term, as discussed last year? 

Dr M.D. NAHAN: I will pass those questions through to Mr Collins. 

Mr J. Collins: Broadly speaking, the holders of our debt are broadly the same as they were when we spoke last. 
About 35 per cent or just under are held by domestic bank balance sheets and then we still have about 25 per 
cent, plus or minus, held offshore. In terms of progression to the amount of debt maturing within 12 months, in 
summary, we were 50 per cent in June 2012, 39 per cent in June 2013, 36 per cent in September 2013 — 

Mr B.S. WYATT: Sorry, I am just getting a bit confused. I just want to clarify those statistics. Is Mr Collins 
giving the short-term and then the long-term breakdown? 

Mr J. Collins: Yes. 

Mr B.S. WYATT: I was a bit unsure. 

Mr J. Collins: At the end of March, we were 22 per cent. We intend to be 20 per cent or below by the end of 
June 2014—that is for short-term. 

Mr B.S. WYATT: Is Mr Collins saying that we are getting to 80 per cent long? 

Mr J. Collins: Correct. 

Mr B.S. WYATT: I wish to follow up on that. We discussed the long-term debt last year. From memory, it is 
maturing after about three years; Mr Collins might want to correct me if I am incorrect on that. I would like 
some clarity to be provided on the annual report from Treasury Corporation. Both the 2011–12 and 2012–13 
annual reports have on the first few pages the estimated interest rate savings by clients in respect of the corporate 
bond rates. I note that when the 2011–12 annual report is compared with the 2012–13 annual report, the savings 
on those bonds in the maturity bucket beyond four years have reduced dramatically. Is that a result of our debt, 
the loss of the AAA credit rating, or movement in corporate bonds? 

Dr M.D. NAHAN: There are two questions for Mr Collins. The first is: what is the definition of long? The 
second is in relation to apparent changes in the annual reports. 
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Mr J. Collins: First, there are many factors that impact on those calculations. The change in perception of the 
change in the rating does have an impact, but the general appetite for investors at different levels of credit rating 
and the supply and demand of credit is probably even more of an impact that affects those. Yes, there would 
have been some adverse impact as a result of the changed credit perceptions of WA. 

Mr B.S. WYATT: I will just follow up on that. I will give an example. I refer to the bonds that mature at the 
seven to eight-year mark. In the 2011–12 annual report, the estimated interest rate saving compared to that 
corporate bond was, at AAA, 1.03 per cent. That is now 0.25 per cent, so it is a dramatic reduction in those 
savings. Is Mr Collins able to clarify the impact of the credit rating downgrade versus the supply and demand 
issues that he just outlined? 

Mr J. Collins: Perhaps I can answer that question a little differently. At the moment, we think the impact of the 
change from where we were to where we are today is about six basis points on new borrowings. There are a lot 
of factors at play. When we talked last year, the credit spreads were wider across the board. The market has now 
narrowed the spreads across the board. In part for that reason we have estimated that the cost is about six basis 
points on our new borrowings for next year. If the member is looking for the impact of the credit rating, it is 
about six basis points over a four-year term. 

Ms R. SAFFIOTI: Is there an estimated dollar cost in relation, for example, to the impact in this financial year 
of the downgrading of the credit rating? 

Mr J. Collins: There are lots of different ways to try to analyse the cost. Because it is a portfolio, the credit 
aspects are part of it, and market supply and demand are part of it. We have looked at the impact going forward. 
We estimate that next year we will borrow just under $10 billion, or $9.8 billion. We have an average maturity 
now that is around three and a half or four years. The impact of that on our new borrowings would be 
approximately $20 million over the three and a half years. If we priced our total portfolio, it would be about 
$70 million. 

Mr B.S. WYATT: Each year? 

Mr J. Collins: No. The $70 million figure is over the three and a half or four years. 

Dr M.D. NAHAN: To be clear, the impact on the new borrowings for 2014–15 is estimated to be $6 million, 
and it will be $20 million over the three and a half years of the term of the borrowing. 

Mr B.S. WYATT: I have got that. 

Dr M.D. NAHAN: The borrowing is expected to be for about three and a half years’ duration. The impact of one 
year is $6 million. Over the term of the three and a half years it is estimated to be $20 million on a borrowing of 
$10 billion. 

Mr B.S. WYATT: On that new borrowing, but on total debt is it $70 million? 

Dr M.D. NAHAN: If we rolled over all the debt and did new borrowings at three and a half years in the current 
market, it is estimated to be—Mr Collins? 

Mr J. Collins: About $70 million. 

Ms R. SAFFIOTI: So it would be $70 million over three and a half years if all debt were rolled over at the AA 
rating or whatever? 

Dr M.D. NAHAN: To be accurate, new borrowings for next year are expected to be $10 billion. Because of the 
credit rating impact, it is expected to increase the cost to the tune of $6 million for next year, 2014–15, and by 
$20 million over the next three and a half years. 

[9.10 am] 

Mr W.J. JOHNSTON: This is the largest borrowings in one year that the state has ever had—if not, what year 
is larger than the planned one? 

Dr M.D. NAHAN: Does the member mean that the $10 billion is the largest borrowing? 

Mr W.J. JOHNSTON: Yes, I do. 

Dr M.D. NAHAN: Okay, that is a question. 

Mr W.J. JOHNSTON: Yes and the chief executive officer is sitting next to the minister, shaking his head. 

Dr M.D. NAHAN: I know, I am just trying to clarify — 

Mr W.J. JOHNSTON: I am just trying to clear up which was the largest year for borrowings. 
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Dr M.D. NAHAN: As the member for Cannington knows, he must go through me. I am clarifying the question 
and will relay it to Mr Collins. The question was: is this the largest borrowings, at $10 billion, ever undertaken; 
and, if not, when was it larger; and why is so much borrowing expected to take place? 

Mr W.J. JOHNSTON: No, I did not ask that. It was not part of my question. 

Mr J. Collins: The first point I would make is that this upcoming year is not our largest borrowing year. 
Including refinancing, our program last year was estimated to be about $16.7 billion at budget. We are actually 
not borrowing that much because the new money component is less than originally estimated at budget. 

Ms R. SAFFIOTI: To clarify, 2013–14 was the largest year. 

Mr J. Collins: Projected. 

Ms R. SAFFIOTI: Projected and that was of $16.7 — 

Dr M.D. NAHAN: Madam Chairman, the questions need to come through me; they are not interrogating 
Mr Collins. 

Ms R. SAFFIOTI: No, we were just clarifying. 

Dr M.D. NAHAN: He was in the process — 

Mr W.J. JOHNSTON: Point of order, Madam Chair. 

The CHAIRMAN: It is fine, everybody. I have the member for Cannington’s point of order. I think I have it 
covered. 

Ms R. SAFFIOTI: I just wanted to get the repeat of the — 

The CHAIRMAN: Yes, but the member still needs to go through the minister. If there is a point that the 
member wishes to interject on the minister — 

Mr W.J. JOHNSTON: Point of order, Madam Chair. 

The CHAIRMAN: What is the member’s point of order? 

Mr W.J. JOHNSTON: The point of order is that I cannot hear the witness. If we could have him speak closer to 
the microphone, we would not have to ask clarifying questions. 

The CHAIRMAN: Sure, absolutely. Mr Collins — 

Dr M.D. NAHAN: All I ask for is one question at a time. If the member for Cannington — 

Mr W.J. JOHNSTON: If we cannot hear the answer then there is no point. 

Dr M.D. NAHAN: The member for Cannington did not ask the question. We were in the process of answering it 
and then the member for West Swan asked a different one. 

Ms R. SAFFIOTI: No I did not. 

Mr W.J. JOHNSTON: Yes, but we could not hear the answer. 

Dr M.D. NAHAN: One question at a time. 

Mr W.J. JOHNSTON: The problem was that we could not hear the answer. 

The CHAIRMAN: Members! I understand that it is early in the morning and it is a long day. 

Mr W.J. JOHNSTON: Yes, if we could hear the answer then we would not have to interject. 

The CHAIRMAN: Member! I will call the member for Cannington to order if he continues to talk over the top 
of the Chair. Thank you. If members are providing questions and answers can we please just make sure that they 
can be heard? I am sure we will get along just fine for at least an hour. I think we are at the point where the 
member for West Swan is seeking a clarification of Mr Collins through the minister. Go ahead, member for West 
Swan. 

Dr M.D. NAHAN: Could we go back to first answering the member for Cannington’s questions and then to the 
member for West Swan? 

Ms R. SAFFIOTI: It is the same question. I mean, honestly; I just wanted to clarify because I could not hear. 

Mr W.J. JOHNSTON: It is a bit hard when you cannot hear. 

The CHAIRMAN: I understand. 

Mr W.J. JOHNSTON: The minister needs to treat the people here with respect. 
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The CHAIRMAN: We have the point, members! I think I have heard enough. The member for West Swan has a 
point of clarification to a question asked by the member for Cannington. I believe the minister is asking Mr 
Collins to continue. 

Dr M.D. NAHAN: I hand over to Mr Collins. 

Mr J. Collins: The $9.8 billion for this upcoming year is reduced because of our extension of debt maturities 
and not having as much rollover of short-term debt. The number last year included a higher proportion of short-
term debt and that is the reason the number was larger. I have to say that, while I do know those two numbers, 
I do not have at my fingertips what was the largest going back. I think the $16 billion last year would have been 
close to the largest. 

Mr B.S. WYATT: To clarify, last year was $16.8 billion, I think Mr Collins said. 

Mr J. Collins: Yes. 

Mr B.S. WYATT: That was a projected? 

Mr J. Collins: Yes; we have not finished the year yet so I cannot tell the member what the actual — 

Mr B.S. WYATT: Of 2013–14, yes. 

Mr J. Collins: I think it will be closer to around $14 billion. 

The CHAIRMAN: I am checking that everything is okay with the volume of responses before we go on? 

Mr W.J. JOHNSTON: It is now. 

Ms R. SAFFIOTI: Yes. 

Mr B.S. WYATT: Yes. 

The CHAIRMAN: Does the member have his final response? 

Mr B.S. WYATT: Yes, I do. 

The CHAIRMAN: A further question then. 

Mr B.S. WYATT: The Treasurer may recall that in conversation with Mr Collins last year there was some talk 
about perception because we were on negative watch but not yet downgraded when we last spoke. The point was 
made by Mr Collins, he may recall, that the comparison was between Victoria and Queensland. He made the 
point and I quote — 

For instance, in the last 18 months in Queensland the spread to Queensland bonds to both 
commonwealth bonds and swap have narrowed. 

The result of the negative watch was particularly when the former Treasurer, the member for Vasse, made the 
point that Victoria, as a comparison, was AAA-rated on stable ratings. Mr Collins made the point and I quote — 

… at the 10-year part of the curve our spread has widened relative to Victoria by about 12 to 15 basis 
points. 

Has the downgrade exacerbated that, or has that been unaffected? 

Dr M.D. NAHAN: I pass to Mr Collins. 

Mr J. Collins: There has been very little net change between the last time we spoke and where we are at the 
moment. We are about 12 basis points at the 10-year part of the curve to Victoria. 

Mr B.S. WYATT: The actual downgrade did not change from the perception of the negative watch that we 
discussed last year—that is my understanding. 

Mr J. Collins: As I also said last year, there are a lot of factors in the market beyond just the credit ratings. 
There has been good demand in the past six months with all semi-government paper and the margins to bond and 
swap have contracted across the board. That has probably been a bigger driver than the credit aspect. 

Mr B.S. WYATT: To follow that up—the spread with the commonwealth bonds? 

Dr M.D. NAHAN: I pass to Mr Collins. 

Mr J. Collins: I go back to 16 May when I last got the numbers for the spread of the commonwealth bonds. The 
10-year part of the curve was 45 basis points. That compares with—this shows just some of the comparisons—
prior to our negative outlook, back at the end of September 2012, our spread to commonwealth bonds was 
79 points. Our spreads have come in from these other factors affecting the market. 
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Mr B.S. WYATT: That is a greater demand, presumably, that is having an impact there. 

The CHAIRMAN: I have the member for West Swan down from a previous call. Does the member have a 
question? 

Ms R. SAFFIOTI: My question relates to foreign exchange risk, in particular, what impact has the significant 
changes in the dollar had on the corporation’s activities and any cost to activities? 

Dr M.D. NAHAN: I pass to Mr Collins. 

Mr J. Collins: There has been very little impact with respect to our activities because we take no foreign 
exchange risk at Western Australian Treasury Corporation. We hedge all of our transactions back to Australian 
dollars. There has been negligible, if any impact whatsoever. 

Ms R. SAFFIOTI: I notice that there have been some gains — 

The CHAIRMAN: Is this a further question? 

Ms R. SAFFIOTI: I am looking through the financial statements. There are some small gains in some activities 
relating to foreign exchange. Can the minister explain what those are? 

Dr M.D. NAHAN: I pass to Mr Collins. 

Mr J. Collins: Yes, I can. Some of our short-term funding is done through Euro commercial paper and we mark 
to market the foreign exchange impacts. If we issue United States dollar commercial paper it will have a gain or 
a loss and we have that hedged with foreign exchange contracts so the net is square. What the member is seeing 
is components on one side or the other in our accounts. 

The CHAIRMAN: Is this a further question, member? 

Mr B.S. WYATT: It is a new question. 

The CHAIRMAN: I have the member for Bateman next, then I have the member for Victoria Park down. 

Mr M.H. TAYLOR: I refer to the “Revenue and Savings Measures” feature box on page 3 of budget 
paper No 3, specifically in regard to the state’s credit rating. Could the minister please advise the importance of 
the measures that have been put in place in this budget to strengthen the state’s case for a AAA credit rating? 

Dr M.D. NAHAN: The adjustments to the credit rating started — 

Mr W.J. JOHNSTON: Point of order, Madam Chair. 

The CHAIRMAN: Yes, member. 

Mr W.J. JOHNSTON: It sounds as if the member has asked the minister for a government response, whereas 
we are reviewing the Western Australian Treasury Corporation. Could he outline a dot point in the budget that 
relates to the issue that he is discussing? 

The CHAIRMAN: Member, this is an off-budget item so it is a little bit different. It does not have to be strictly 
government as far as I am aware. 

Mr W.J. JOHNSTON: That is true, but is does have to relate to the operations of TCorp and, as I understand it, 
TCorp does not have policy carriage of matters; it has operation carriage. It would appear that the member has 
asked a question of the minister as Treasurer and not in his capacity as the minister responsible for Western 
Australian Treasury Corporation. 

The CHAIRMAN: I will hear the question one more time, then we will ask the minister. 

[9.20 am] 

Mr M.H. TAYLOR: It is about the state’s credit rating—the measures that have been put in place in this budget 
to strengthen the state’s case for its AAA credit rating. 

The CHAIRMAN: Sorry, I am not sure whether that is directly related to Treasury Corporation at the moment. 
Anyway, minister, what do you think? 

Dr M.D. NAHAN: I am more than willing to address that question when Treasury comes up later on this 
morning. 

Mr W.J. JOHNSTON: Yes, I will be happy to see it. 

The CHAIRMAN: Thank you very much, Treasurer, and thanks, member for Bateman. 

Mr B.S. WYATT: Again, coming back to the annual report of Treasury Corporation—the 2013 annual report—
I refer to the table that shows the savings as measured against the corporate bond rate. Through the Treasurer, 
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my question is to Mr Collins. Firstly, the interest rates savings finish at eight to nine years and no savings are 
reported beyond that. Is that because at that level there are no savings, or are they simply not reported; and, if so, 
why not? Secondly, is there any interest in a 15-year maturity bond? 

Mr J. Collins: There are gaps in the reporting because there are not enough liquid comparables in the market to 
make the assessments. We have rates ourselves, but we are not comfortable making the comparisons. They are 
very thinly, small-traded bonds that we would be making the comparisons against; that is why there are gaps in 
those numbers and why the gaps change from year to year. Secondly, in answer the question about the term, a lot 
of media discussion has been about extending the term of the bond curve, and the commonwealth has extended 
this year with a sizeable issue. 

Mr B.S. WYATT: At what maturity? 

Mr J. Collins: At the 20-year issuance now, I think, and we have lengthened and made a decision this year to 
have a 12-year bond instead of a 10-year bond. In October, we issued a first syndicated deal for 12 years; so 
the last time we spoke, our longest issue was 10 years, now we will have 12 years. While issuance is out there, 
there are some small token issuances from some of our compatriots in other states; they are very small and 
tokenistic. Until we see depth that we can depend on, we will probably be comfortable going out to the 12-year 
part of the curve. 

Mr B.S. WYATT: Through the Treasurer, my question is in two parts. What is the interest in that 12-year 
issuance; and, in respect of the evidence provided by Mr Marney last year, who made the point that he would 
like to push some of that to 15 years, is there an ambition within the next 12 months to issue a 15-year bond? 

Dr M.D. NAHAN: I assume that the member means by “interest”, interest in buying the bonds rather than — 

Mr B.S. WYATT: Yes, sorry, in buying the bonds—was it sold easily? 

Mr J. Collins: The 12-year bond we issued was issued about three weeks after we were downgraded. It was the 
second time we issued and we had three times as much interest in it as we accepted; so good market reception to 
that 12-year issue. 

Mr B.S. WYATT: How much? What value? 

Mr J. Collins: It was only about $550 million at that stage. I think we are over $600 million now. I think our 
decision will be not to look to issue a 15-year bond, but to actually build some depth into the 12-year issuance 
going forward first, rather than extend with smaller issues. 

Mr B.S. WYATT: Has a decision been made to get a set percentage of the state’s debt into that 12-year issuance 
or will he just see how it goes as debt matures and rolls over? 

Mr J. Collins: There is a combination. We look at client demand—our client’s demand, and we look at market 
conditions. We will reassess— 

Dr M.D. NAHAN: And cost. 

Mr J. Collins: And cost, of course, yes. 

Ms R. SAFFIOTI: Through the Treasurer, my question to Mr Collins is about the source of the government’s 
borrowings. What sort of split is there between the domestic and overseas markets with the bonds the 
government is issuing? In particular, what level of interest is being shown from overseas markets? 

Mr J. Collins: As I mentioned earlier, approximately 25 per cent of the interest is coming from offshore. At 
some bond issues—we had a recent 2018, in February, where we had almost 30 per cent of offshore interest in 
that particular bond. Again, we had three times as much demand for that $1.5 billion issue that we issued, but 
about one-third of that came from offshore—30 per cent came from offshore. 

Ms R. SAFFIOTI: A follow-up question, through the Treasurer. Are these any particular markets? Is it Asian, 
European or American? 

Mr J. Collins: Yes, a combination. I would say more from Europe and Asia, less from North America, but it 
varies from issue to issue, term to term, and there are varying issues they are concerned with—but yes, fairly 
broadly based. 

Mr J. NORBERGER: My question to the Treasurer refers to page 267 of budget paper No 3, specifically the 
special purpose account for the Western Australian Future Fund. Could the Treasurer please provide an update 
on the future fund, including whether it is meeting its investment objective of a rate of return in excess of WA 
Treasury Corporation’s cost of funds? 

The CHAIRMAN: Sorry, members; a point of order. 
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Mr B.S. WYATT: If I could, I would like some clarity from the Treasurer because last year my very first 
question through the former Treasurer to Mr Collins was on the future fund. The member for Vasse said, “No, 
it’s not the right question for the Treasury Corporation, that’s for Treasury.” I am just wondering whether that is 
still the case so that we could perhaps defer that question to Treasury, which would allow us to move on to the 
Insurance Commission of Western Australia. 
Dr M.D. NAHAN: What was the question? Was it about the rate of earnings in the future fund, and that the 
future fund is managed by the — 
Mr W.J. JOHNSTON: Point of order. 
The CHAIRMAN: I have not ruled on this one yet; we are still discussing that. The question is that that 
question should be — 
Mr B.S. WYATT: Yes, my point of order is, in terms of consistency with last year and so we obviously rely on 
last year’s — 
The CHAIRMAN: What do you want to do, minister? 
Dr M.D. NAHAN: I was not here in this chair last year. The question about the policy of future funds should be 
in Treasury. The question I believe was: what was the rate of return earned in the future fund? The future fund is 
managed by Treasury Corp. 
Mr W.J. JOHNSTON: Point of order. The reason that the Treasurer refused to answer last year was on the 
basis that the future fund is a client of Treasury Corp, and Treasury Corp cannot disclose information about its 
clients. Now if that is going to change, that is a significant change to the practices of the Parliament and the 
government, and that will mean a very different approach being taken in future when we deal with 
Treasury Corp because we will be asking questions about its relationship with its clients. Now if that is the 
intention of the minister, then that would be very interesting to hear. 
The CHAIRMAN: Thank you for the explanation, member for Cannington. Minister, over to you. 
Dr M.D. NAHAN: The question, as I understood it, was not about the policy of the future fund or its 
management, but what the earnings in the fund have been. The funds are managed by Treasury Corp, and 
therefore it is the one to report on the earnings in that fund; so I thought it was legitimate. As to what transpired 
last year, as I understand it, the Treasurer of the day recommended that the questions—exactly what they were—
be put to Treasury. That were not subsequently done, but this is a legitimate question put to Treasury Corp as to 
what are the earnings in the future fund that it manages. 
The CHAIRMAN: I think I am hearing that the minister wishes to respond to the operational component of this 
question; so I think we have our answer. 
Mr J. Collins: At the request of the Treasurer, we will respond, although we generally do not provide 
information on clients; we let the clients themselves provide that information. But with respect to that, since 
inception, the future fund has earned 40 basis points over our cost of funds. We think we have met the objective 
that has been prescribed for us. Does that answer the question sufficiently? 
Mr J. NORBERGER: Yes. 
Mr B.S. WYATT: Just a follow-up question. Given that Mr Collins is now willing to talk about the clients of 
Treasury, are we able to get a list of those who are purchasing our bonds? This question is to the Treasurer by 
way of supplementary information. 
Dr M.D. NAHAN: In terms overall? 
Mr B.S. WYATT: Yes, overall, I mean both internationally and domestic. 
Dr M.D. NAHAN: No. 
Mr B.S. WYATT: Why not? 
Dr M.D. NAHAN: It is confidential. 
Mr B.S. WYATT: So is the future fund! 
Dr M.D. NAHAN: The future fund was a fund of government. 
[9.30 am] 
Mr W.J. JOHNSTON: Perhaps the minister can explain to the chamber why one customer of Treasury 
Corporation is not entitled to confidentiality but all the other clients of Treasury Corp are entitled to 
confidentiality. 
Dr M.D. NAHAN: There are two differences. One is the fund of government, the Western Australian Future 
Fund. There is a legitimate issue about what the earnings were in the future fund. If the future fund’s investments 
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are issued to a specific third party, we do not necessarily disclose the nature of those transactions with that third 
party. The other question was who lends us money, and we keep that confidential. 
Mr W.J. JOHNSTON: What was the net position? The minister said that the return for the fund was 0.4 per 
cent over its cost of funds. Which alternative investment opportunities did the minister consider compared with 
that 0.4 per cent return? That is clearly less than inflation. Inflation over the last 12 months is 2.7 per cent, so we 
are discussing a negative return on the fund. Which alternatives did Treasury Corp consider apart from buying 
AA-rated Queensland bonds? 

Dr M.D. NAHAN: The fund was given by Treasury to Treasury Corp to manage under specific arrangements, 
and the policy on how it invested those funds was a decision made by the Department of Treasury. Therefore, as 
to how Treasury Corp correctly related how it invested the funds on behalf of the client, it was as the client asked 
it to do, and it got a margin of four per cent above the cost — 

Mr W.J. JOHNSTON: Point four. 

Dr M.D. NAHAN: Four basic points above the cost. As to the policy of the investment portfolio, the member 
should ask the Department of Treasury. 

Mr B.S. WYATT: I asked Mr Collins before and I think he said 81 basis points but I am not sure. I therefore ask 
him to clarify for me the difference between our bonds and the commonwealth bonds at the 10-year bond 
maturity. He did answer but I cannot remember what it was. I think he said 81 or maybe 70-something. 

Mr J. Collins: Currently as at 16 May the spread between our 10-year bond and the commonwealth bond is 
about 45 basis points. 

Mr B.S. WYATT: Forty-five basis points, and just confirm that the future fund was getting 40 basis points 
above the cost of borrowing. That is what the adviser said a minute ago. Could he please clarify that? 

Mr J. Collins: Yes, the fund was getting 40 basis points over our marginal cost of funds. 

The CHAIRMAN: The next question is from the member for Churchlands. 

Mr W.J. JOHNSTON: Point of order; it would appear that our time for this issue has expired. 

Mr S.K. L’ESTRANGE: That is all right because my question is for the next section. 

The CHAIRMAN: Sorry, members, I took my eyes off the clock. That completes examination of the Western 
Australian Treasury Corporation. We will move on to the Insurance Commission of Western Australia. 
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