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Disclaimer

Aegis Consulting Group provides no wamanties and makes no representations in relation to the information provided in this paper. It accepts no fability for reliance on
the information in this paper by any person or organisation. Any person or organisation, using the information in this paper does so at its own risk and agrees te indemnify
Aegis Consutting Group for any loss or damage arising from such use.

Contact

For more information about this report contact:
Vishal Beri

Managing Director

Aegis Consulting Group

36/104 Miller Street Pyrmont NSW 2009

T +61 2 8660 1706 E yberi@aenisconsulting.con.au
About Aegis Consulting Group

Aegis is an independent advisor to government, corporate and non-government organisations on:
«  Public Pdlicy

s« Ecohomics

= Govemnment
= Strategy

Aegis was established in 2002 and has an intemational team of consultants in Sydney, Caims, Singapore and London.
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EXECUTIVE SUMMARY

Purpose

Aegis Consulting Group has been commissioned by former Directors of the Indigenscus Land Corporation {ILC} and Voyages to objeciively and independently:

Examine whether public criticisms by the curent Chair of ILC, Dawn Casey, the Deputy Chair, lan Trust, and CEQ, Mike Dillon about the ILC purchase of the Ayers
Rock Resort (ARR) are appropriate given the full range of facts and benefits associated with and previous independent reviews of the transaction;

Consider the implications for the ARR of the public crificisms;

Review and prepare a defailed history of the ARR transaction; and

Consider any related ILC and Voyages govermnance issues.

The ILC is the owner of the ARR, and Voyages is the subsidiary company created by the iL.C to manage the ARR and other tourism assets owned by the ILC.

Methodology

In its preparation of this report Aegis has been given full remit by the former ILC and Voyages Directors o consider issues without interference or direction.

To prepare this report Aegis has examined public statements made about the ARR transaction, reviewed a wide range of documents in the possession of former ILC
and Yoyages Direclors (including the cormespondence between the ILC and Federal Govemment Ministers and depariments in refation to the ARR purchase], reviewed
the full range of previous independent reviews conducted of the ARR transaction and consulted with former ILC and Voyages Directors.

The independent reviews of the ILC considered by Aegis are:

KPMG, Review of ihe ILCs Borrowing Powers and Guarantee Limits, Apri! 2011.

Delditte, Review of ILC Board Governance Arrangements, March 2013.

Australian National Audit Office, ILC's Administration of the Land Acquisition Program, December 2013.
McGrathNicol, Ayers Rock Resort Review Report, December 2013.

Dransfield and Co, Review of McGrathNico! Report, December 2013.

Aegis has also drawn on its corporate knowledge of the ILC. In 2610, the ILC Board commissioned Aegis to conduct an External Review of the Policies and Programs
of the ¥.C.

January 2014 Report on Indigenous Land Corporation Issues 3
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Appropriateness of Public Criticism of ARR Transaction

Ower a number of months ILC Directors Casey and Trust and CEC Dillon have made various public staiements™:
= Criticising the former ILC Board’s decision to purchase the ARR and govemnance in relation to the ARR transaction; and
= The performance of the former Voyages Board and its decision {0 write down the value of the ARR to $250M.

Formal public criticism of arganisations by their own Boards and management can have significant impacts, such s weakening public, commerciat and market
confidence in the organisation. In the case of the ILC, negative publicity may also discourage Indigenous people from seeking fraineeships and employment at ARR,
the primary purposes for which it was purchased by the ILC.

Given these poiential impacts, it would be reasonable to expect that the formal deliberations of Boards and management would examine and ensure that any likely
adverse reactions were outweighed by other sirategic or commercial benefits essential to the future viability and operation of the organisation. It would also be reasonable
to expect that Boards and management woukd only adopt public cnticism of their own organisation after careful examination of all other options to achieve their objectives,
and a documented conclusion that there was no altemative pathway to secure their aims in the short to long tem.

These responsibilities would be especiaily relevant to the Boards and management of public companies, as well as government corporations or statutory authorities
ulfimately accountable to government and Parliament. In the case of the ILC, its directors and management are required by secfions 22 to 26 of the Commonwealih
Authorities and Companies Act 7997 (CACT Act) to always act in the interests of the ILC and nct damage its reputation.

In relation to the criticism of the ARR by members of the cumrent Beard and managemen, i is not completely clear what fundamental future strategic or commercial
benefit the public comments are aiming to achieve, especially because:

* The former ILC Beard undertock due diligence for two years between 2008 and 2010 before agreeing to purchase the ARR. During this time it engaged expert
commercial, tourism, property and other consultants to advise it and obtained three independent valuations of the ARR. These valuations ranged from $270M to
$292M which is consistent with the normal 10-15 percent variations in expert views that can accur about the value of assets? and the final net purchase price was
$292M.

! Statements have been attributed to them in numercus media articles from late October to late December 2013; statements have been made in an ILC media release of 18
November 2013 in which the ILC Chair called for a Parliamentary Inquiry by the Joint Committee on Public Acoounts and Audit into the ARR and in an lLC media release of 24
October 2013 in relation to the Voyages Board; and in evidence given by the CEQ to a Senate Estimates hearing on 22 November 2013

2 advice from Dransfield & Co, 24 December 2013

January 2014 Repart on Indigenous Land Corperation Issues 4
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An independent review in 2011 by KPMG of the ILC's borrowing powers and guarantee limits found that the “comprehensive and timely due difigence process
strrounding the ARR acquisifion characterises the ILC performing its functions using sound business principies™. The report recommended some further legislative
controls on ILC borrowings to align it with other government authorities. The previous Federal Government does not appear to have implemented these conirols,
which would have been an expected response if there were concerns within government about the ARR purchase.

The vendoer finance asrangements used by ILC to purchase the ARR were approved by the Australian National Audit Office (ANAQ) in its capacify as the [LC's
external auditoss.

An independent review in 2013 by Deloitte of the ILC's Board govemnance arangements found that the arrangements were reasonable except for the fact that the
LC should develop a group wide strategy including all its subsidiary businesses; the ILC Board should clarify its own expectations about the reporting obligations
of its subsidiaries and align meetings of the ILC and subsidiary Boards and sub-committees; and the ILC should develop consolidated financial reporting that
includes its subsidiarigs®.

In May 2013, the ILC Board asked former FaHCSIA Minister, the Hon Jenny Macklin MP, to reguest that the ANAC conduct a forensic audit of the ARR purchase,
however the Minister declined this request and instead proposed that the ILC conduct an end to end review of the ILC including the ARR. If the previous Federal
Govemment had significant concerns about the ARR purchase, an expected response may have been to support a forensic audit of the transaction by ANAO.

An indepandent review in 2013 by McGrathiNicol {MN) found that even though were some gaps in the way the ILC kept records in relation to the decision to purchase
the ARR, this did not mean the purchase was inappropriate. It also found, amongst other things, that the financial model refied on by the ILC Board when assessing
the ARR purchase was conservative; the ILC was 2 motivated purchaser, but the process indicates it was not prepared to purchase at any price; the ARR fransaciion
was consistent with ILC powers and obligations under Aboriginal and Torres Strait Isiander Act 2005 and Commonwealth Authorities and Companies Act 1997
Adis; and vendor finance amangements were reasonable and not disadvantageous to the ILCS.

The fundamentz! purpose of the ARR purchase was to create an Indigenous tourism enterprise and national Indigenous tourism and hospitality training facility that
had the commitment and economies of scale to significantly increase Indigenous employment and leadership opporfunities at the ARR, and in the naticnat tourism
sector over the long term. The ILC purchase has so far delivered very positive outcomes. It has lifted Indigenous employment at ARR from 1 to 215 {283 across all

3 KPMG, Review of the ILCs Borrowing Powers and Guarantee Limits April 2011; p42. The KPMG repott was commissioned by the Department of Families, Housing, Community
Services and Indigencus Affairs (FaHCSIA} and oversighted by Department of Finance and Deregulation (DoFD) and the ILC and copied to Treasury

4 The ANAO is the independent auditor of Federal Government activities and spending

5 Deloitte, Review of ILC Board Governance Arrangements, March 2013

8 McGrathNicol, Ayers Rock Resort Review Final Report, 18 December 2013
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Voyages businesses) and enabled 370 indigencus pecple to commence tourism and hospitality training at the ARR. Indigenous employees now represent about
30 per cent of all employees at the ARR?.

The decisicn of the ILC Board to invest in the ARR was a strategic one and always based on delivering results over the long term. Accordingly it is more appropriate
to judge the value of this kind of asset over its life cycle, rather than at a specific peint in time. For example, the employment of 283 people alone saves the Federal
Govemnment about $21M annually in welfare payments and over 40 years of work the gross saving is about $840M. Based on current rates of annuat fraining, the
ARR may train 7,400 Indigencus people over 40 years®.

[n 2013 the Voyages Board chose to write down the value of the ARR-to $250M because it was legally and financially bound to recognise the impact of difficult
trading conditions, including the fact that ARR decreased by more than 30 per cent when air capacity was teduced primanly from Caims and Petth by Qantas. The
write down was agresd to and accepted by the ILC Board. Over the long fife cycle of the ARR, its value is fikely to fluctuate depending on external frading conditicns
in the tourism sector on which it relies.

Examination of the correspondence between the ILC and VYoyages Chairs during the laiter half of 2013 indicates that the Voyages Board had agreed to a consultative
pathway to respond to Issues of concem raised by the ILC, and had proposed this pathway to the ILC prior to being terminaied by the ILC Board. This included the
creation of a Voyages Board sub-committee to focus on developing joint solutions with the ILC to address commercial issues.

It is not clear why the existing 1LC liabiliies in relation to the ARR or the financial healkh of Voyages have been considered excessive burdens for the ILC te an
extent that required public criticism of the ARR purchase given that:

> ltis estimated that in 2013 the remaining habilities of the ILC in relation o the ARR are $155M consisfing of $138M (vendor finance payment to General Property
Trust due in 2016} and $17M {valuation upliit payment to GPT due in 2016}, plus its share of interest on the $138M loan. This liability &s less than the current
valuation of the ARR {$250M), and it is estimated that the ILC has about $100M in cash in December 2013.

> As the guarantor of the vendor finance agreement with GPT the ILC is primarily responsible for liabilifies that may accrue, but it shares liabifiies with Yoyages
in retation to the GPT ioan. Over the two years since ARR was purchased the ILC has funded interest payments worth about $18.5M, and Voyages has funded
interest payments worth 2bout $9M.

» Voyages retumed a cash profit of $12.4M EBITDA in 2012-13, and has a forecast profit of $14.4M EBITDA in 2013-14.

7 ILC submission 1o the Review of indigenous Land Comperation and Indigenous Business Australia January 2014; p10
2 Analysis by Aegis Consulting Group
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* |n its submission to the Federat Govermment’s review of the ILC and Indigenous Business Austrafia, the ILC relies on the ARR as one clear example of what the
ILC has been able to achieve to benefit indigencus people. The ILC uses this example to support is argument that the iLC and IBA should remain separate
organisations®.

Potential lmplications of Public Criticisms

It is possible that public criticisms of the ARR purchase by members of the ILC Board and management may have undemmined confidence in the ARR amongst existing
and potential fitms wishing to enter business, investment andfor sponsorship arrangements with the ARR. Public siatements may have also reduced consumer
corifidence in the ARR, leading to less visitors and events and associated revenue for the ARR. Existing and potential indigenous employees and trainees may also
become disillusioned about parficipating in the ARR.

If this is the case, statements may have commercially damaged a Federal Govemnment asset. Actions that damage the commergial position and reputation of the ARR
may be in breach of obligaiicns contained in Sections 22 to 26 of the Commonwealth Authorittes and Companies Act 1397 {CAC Act). These sections require Directors
and Officers of Commonweaith authorities to amongst other things:

= Exercise powers and discharge duties with a reasonable degree of care and diligence;
* Make judgements in good fzith and on a rational basis in the best interests of the Commonwealth authority; and
= Not improperly use their position {0 cause detriment to the Commeonwealth authority or to another person.

A Director or Officer commits an cifence under the CAC Act if they are reckless or fail to exercise their powers and discharge their duties in the best interests of the
Commonweeith authority.

The discussicn in this report about the appropriateness of the public criticisms indicates that it is not completely clear what fundamental future strategic or commerdial
benefit the public comments by members of the ILC Board and management are aiming o achieve, and also not completely clear ihat any cbjectives the members of
{he Board and management had in mind could only be achieved by publicly crificising the ARR and the previous ILC and Voyages Boards.

Accordingly, it may be appropriate for the Federal Governmeni to examine the impact of the public criticism of the ARR on the reputation of the ARR as a commercial
employer and training facility. This is particularly because the ILC purchased the ARR fo enable it to significantly increase indigenous employment and training.

21LC submission to the Review of Indigenous Land Corporation and Indigencus Business Australia January 2014; p2
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Related ILC Governance Issues

In 2013 the ILC Board commissioned McGrathNical fMN) to review the ARR purchase and the ARR commercial strategies going forward. MN acknowledged™ that its
report had three limitations, which were:

» Even though the terms of reference required a forensic audit of the ARR transaction, MN did not conduct an audit or verify any information previded by ILC;

s  The ILC did not give MN access to the 2011 KPMG report, which had found the ARR purchase process to be consistent with sound business practices and ILC
obligations; and

= ‘While MN undericok a value for money assessment of the ARR purchase, it did not consider any of the benefits or nonp-financial cutcomes that may have been
igken inte account by the Board at the time, already achieved or projected to be achieved.

These limitations are significant, particuiary if the ILC was seeking to fully and fransparently evaluate the cosis, benefits and overali vaiue of the ARR purchase and
the strategies for ARR going forward.

At the end of 2013, the ILC Board sacked the former Voyages Board and appointed a new one on the basis that difficulties faced by the ARR required a refresh of the
Board with more appropriate commercial skills and expertise. Three subseguent actions by the ILC seem incongruous with this decision:

= The ILC Board replaced the previous Voyages Board whose members included leading strategic tourism and invesiment market experts, with a new Board that
appears io have more linited strategic tourism, resort and commercial investiment experience™.

*  One of the new Voyages Board members appears to have been convicted in the Northern Territory of the criminal offence of aggrevated assault. Under liquor
licensing laws this may prevent the Yoyages Board from holding the liquor licences for the ARR2.

* Despite replacing the former Board con the basis that Voyages needed to improve its performance, in December 2013 the ILC Chair and the new Voyages Board
Chair announced that they were very happy with the management of the ARR and what had been achieved since 2011 in refefion o indigenous employment and
{raining®.

1 pMeGrathiicol, Ayers Rock Resort Review Final Report 18 December 2013

11 paced on an assessment of public information about the expearience of former and new Voyages Board members

2 judgernent of Mr WM Luppino SK, Court of Summary lurisdiction, Northern Territory, Judgement |D number {2008) NTMC 054

3 Comments attributed to ILC Chair {Dawn Casey) and Voyages Chair fLisa Gay) in The Australian, newly appointed Ayers Rock Resart board gives thumbs up on achievements’, 6
December 2013
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It also seems curious that the ILC decision to sack the Voyages Board was made before MN delivered its report in December 2013 but after:

The ILC Board had approved in September 2013 the Voyages Board’s proposed 2013-14 budget and recommendation to write down the value of the ARR fo
$250M: and

The Voyages Board had communicated to the ILC Board its decision to create a sub-committee to manage the commercial relationship between the ILC and
Voyages Boards and suggested a process for consuitation on joint issues, including its focus on revising its business strategy to improve the commercial position
of the ARR and reduce the liability for the ILC.

January 2014 Report on Indigenous Land Corporation Issues 9
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1. EXAMINATION OF THE APPROPRIATENESS OF PUBLIC CRITICISMS OF THE ARR

1.1 Overview

The tzble below summarises the main public criticisms of the ARR purchase and related information identified in this review. When assessed against all the available
information about the purchase of the ARR and subsequent oversight by the former Voyages Beard, it is possible that the public criticisms of the ARR by members of
the ILC Beard and management are not fully appropriate, and potentially misleading.

e

&’1—
i A ST e T 2
'. ‘-&-’I nd=femmers)

'«ﬁu“‘ﬁ'fmag

The ILC debt anémg from the ARR rsZO = tis %ﬁmated that the remalmng ILC debt in 2013 is $1 550 plus lts share of lnterest on the vendor ﬁnanoe
and this will tndermine its capacityto fund #s | = [t is estimated that in December 2013 the ILC had cash on hand of about $100 million.
wider programs.

Voyages is unprofitable. «  ‘foyages retumed a cash profit of $12.4M EBITDA in 2012-13 and has a forecast profit of $14.48M EBITDA in
201314,

The write dowrn in the value ofthe ARR by the | =  The net purchase price ($292M) was consistent with 3 independent valuations obtained by the ILC between 2008

previous Voyages Board to $250M indicates and 2_01 0. An additiopal ind_ependent valuzation obtained by Voyages in 2011 determined that the asset value

that ILC paid too much for the asset. was higher than the price paid. N L o

» Criticisms ignore the fact that (1) it is inappropriaie to apply a point in ime approach to value an asset delivering
benefits over a long time and {2) valuing an asset like ARR is difficu't and it is normal for views of experts to vary
value by 10-15%7.

= Because of air capacity being reduced primarily from Caims and Perth by Qantas, trading dropped off by more
than 30% and the Directors were legaliy and financially bound to recegnise that impact.

There were poor processes and govarnance | =  Before making a decision, the former ILC Board undertock a due diligence process over two years during which

associated with the ARR purchase. key risks were considered and risk mitigaticn strategies developed.

1 syatements have been zttributed to them in numerous media articles from late Octoher to late Decamber 2013; statements have been made in an ILC media release of 18
November 2013 in which the ILC Chair called for a Parliamentary Inquiry by the loint Committee on Public Accounts and Audit into the ARR and in an ILC media release of 24
Qctober 2013 in relation to the Yoyages Board; and in evidence given by the CEO to a Senate Estimates hearing on 22 November 2013

% Information obtained and data assessed from documents in the possession of former ILC and Yoyages Directors and consuliations with them

1% Evaluation by Dransfield & Co, 24 December 2013
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n Apnil 2011% found that the “comprehensive and timely due diligence process
surrotinding the ARR acquisition characlefises the ILC perfarmning its functions using sound business principles”.
The vendor finance arrangements used by ILC were aporoved by the Australian National Audit Office {ANAO) in
its capacity as the ILC’s extemal auditors.

The timing of the transaction enabled the ILC 1o obtain vendor finance on betier than market terms at the botiom
of the cycle and this was valuable'®. The net present value of the payments to General Property Trust (GPT),
which provided the vendor finance were significantly less than the face amount™s.

The former ILC Board was divided about the
ARR purchase.

5 of the 7 Directors voted in favour of the purchase and 2 abstained.

The purchase of the ARR was a mistake.

The ILC purchase has lifted Indigenous employment at ARR from 1 to 215 (283 across all Voyages businesses)

and enabled 37¢ Indigenous people to commence tourism and hospitality fraining at the ARR.

The employment of 283 people alone saves the Federal Govemnment about $21M annually in welfare payments

and over 40 years of work the saving is about $840M.

ARR could directly empioy more |ndigenous pecple and at cumrent rates would train 7,400 over 40 years.

The purchase of ARR enabled the ILC {o deliver its vision including:

> Creating an Indigenous tourism enterprise that employs significant numbers of Indigenous staff.

> Creating 2 National indigencus Toursm and Hospitality Training Academy at Yulara that produces nationally
accredited Indigenous graduates and transiiions them fo employment in ARR and mainstream tourism: and
hospitality industries, including develcpment of an Indigenous tourism leadership capabilty.

» Acguiring land of significant cultural value, that had a Native Title case rejected in the Federal Court, and
granting that land to an apprepriate indigenous title holding body, with arangements that allow the continuing
operation of ARR { through a lease back amangement untll such time as the land owning corporation
developed the full capacity to operate ARR).

> Working in partnership with lecal Indigenous communities to train Indigenous youth and assist their transition

into employment in ARR and the tourism industry.

¥ The KPMG report was commissioned by the Department of Families, Housing, Community Services and Indigenous Affairs (FaHCSIA) and oversighted by Department of Finance
and Deregulation {DoFD} and the [LC and copied to Treasury

2 Evaluation by Dransfield & Co, 24 December 2013

3 Advice from Grant Samuel which conducted the due diligence for the ARR purchase
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-Thue fcrmer Boa |d not consult with the . From 2008-2010 the ILC regularlyl bnefed Minister Macklsn aner Dillon (an adwser to Minister Mack!m) and
former Federa! Government about the ARR in FaHCSIA, and then, when requested, Minister Wong and her advisers in DoFD.

an apprepriate manner. s The Prime Minister's Office, the Tourism Minister and the Employment Minister were also kept advised.
Former Ministers Macklin and Wong warmed | = The Ministers raised reasonable issues and asked for further information which was fully provided by the ILC.
the [LC against the ARR purchase. = Atthe end of the fransaction Minister Wong formaily thanked the ILC for its co-operation.

»  The April 2011 KPMG repori® recommended some further government controls on ILC borrowings to align it with
other government authorities. Ministers Macklin and Wong did not implement these controls, which would have
been expected as a response if there were concemns within govemment about the ARR purchase:

1.2 General Responsibility of Boards and Management

it is always prudent for Boards and management to ensure that their activities and govemance meets best practice. In certain circumstances a public airing of issues
may be warrented if specific organisational problems are embedded and difficult to shift or address without a public debate. Boards and management may make this
choice in relation to issues that are critical and fundamental to the future viability and operation of the organisation.

Before embarking on a public debate about crganisational behaviour and activities and/or particular transactions, it would be a reasonable to expect a Board and
management to have carefully assessed the pros and cons of such an approach in their formal Board and management committeg deliberations.

Given the impacts on organisations from being exposed to pubfic criticism, particularly from within, it would also be reasonable to expect that the formal deliberations
of Beards and management would ensure that any likely adverse public attention and weakening of public ard commercial confidence in the organisation was
outweighed by sirategic or commercial benefits.

It would aiso be reasonable fo expect that the Board and management of an organisation would only pursue public crificism of their organisation’s activities andfor
transactions after careful examination of all the options ard reaching a formal conclusion that there was no alternative pathway io achieve their objectives in the short
to long term.

@ The KPMG report was commissioned by the Department of Families, Housing, Community Services and indigenous Affairs (FaHCSIA) and oversighted by Department of Finance
and Deregutation (DoFD) and the ILC and copied to Treasury
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" In relation to the criticism of the ARR by members of the current Board and management?’, it is not completely clear what fundamental strategic or commercial benefit
. the public comments are aiming to achieve, particularly given the fact that

«  Various independent reviews have not identified any major lapses in ILC govemance and decision making conceming the ARR purchase or generally®;

: =«  The ILC investment in the ARR was 10 create a commercial operation that had the commitment and economies of scale to significantly increase Indigenous
employment and training at the ARR and in the national tourism sector; and

» Thereis an established corporate relationship between the ILC and its subsidiary, Voyages, which includes shared decision making, shared liabilities and a shared
purpose consistent with the Aboriginal and Torres Strait fslander Act 2005 (ATSI Act).

The nature of the public criticism suggests that in the mind of the ILC Board and management the key problem was that the former Board had paid too much for the
ARR asset and the ILC was now burdened with a liability it did net want. Examination of correspondence between the ILC and Voyages Chairs also suggests that the
ILC may have hed some issues with the corporate relefionship it had with Voyages, and the focus of the Voyages Board in prioritising the intsrests of Voyages.

However it is not clear that these potential problems could not be solved in any other way than publicly criticising the former ILC and Yoyages Boards culminating in the
{LC Chair calling for the Prime Minister to commence a Parliamentary inquiry inte the ARR transaction®, [n traditional govemment administation, public policy and
public affairs terms this is a very serious request, and one that suggests the presence of an embedded and iretrievable problem that has significant national policy
consequences, and therefore justifies and can only be exposed and resolved by the public scrutiny of Pariament.

Examination of the cormespondence between the (LT and Voyages Chairs during the tatter half of 2013 suggest that there were cther available pathways o resolve
commercial issues. For example, in response {o concems about shared lizbiliies in relation to the ARR raised by the ILC Chair, the Voyages Board had agreed to
creale a specific sub-committee and consultative process fo address these issues and had proposed this to the ILC prior to being terminated by the ILC Board. As the
Voyages Board consisted of some of Australia’s most experienced Directors who were members of the ILC Board ai the fime of the ARR purchase, it is reasonable to
assume that their intention was to work consfructively with the ILC Board to manage the ARR's commercial issues consistent with the cbjectives of the investment.

2 Statementts have been attributed to them in numerous media arides from late October to late December 2013; statements have been made in an ILC media release of 18
November 2013 in which the ILC Chair called for a Parliamentary Inquiry by the joint Committee on Public Accounts and Audit into the ARR and in an ILC media release of 24
October 2013 in relation to the Yovyages Board; and in evidence given by the CEQ to a Senate Estimates hearing on 22 Novernber 2013

2 geviews by KPMG (2011), Deloitte {2013), McGrathNicol (2013); Australian National Audit Office {2013}

3 |LC media release of 18 November 2013
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1.3 Key Public Criticisms of the ARR Purchase and Voyages Board

" In a range of forums?* ILC Chair, Dawn Casey, ILC Deputy Chalr, lan Trust, and ILC CEQ, Mr Mike Dillon, have made public statements that have variously explicitty
*or impliedly suggested that:

= The former ILC Board did not propery inform former Ministers the Hon Jenny Macklin MP (Indigenous Affairs) and Senator the Hon Penny Wong {Finance} about
the ARR purchase; and (2) the ILC Board purchased the ARR, despite being wamed by the two Minisiers not to do so.

= The investment in the ARR was a mistake because (1} the book value of the ARR has been reduced by $60M; (2) the ILC owes a debt of $200M; (3} the ILC has
been forced to pay interest payments of $10k on a vendor finance loan that Voyages could not fund; and (4) the ILC will be forced to cover future liabilities of
Voyages because it is unprofitable and this will reduce the funding available to the ILC for its wider programs for the next 15-20 years.

=« The former Voyages Board had fo be replaced because (1) the Deloitte Report commissioned by the I1LC recommended improvements io govemance; {2) the ILC
has commissionad a serious review of the ARR nurchase, valuation and strategies going forward; {3} the former Voyages Board wrote down the book value of the
ARR; (4} the ARR is facing serious financial challenges because of long term structural decline in ifs operating environment and the scale of borrewings to fund the
ARR purchase; and (5) there was & nesad to strengthen the financial sustzinability of the Voyages businesses, reinvigerate marketing, attract more visitors and
better align the strategies of the ILC and Voyages.

= The funding for the purchase could be better spent on other projecis all‘around Australia, and better outcomes could have been achieved by spending $20M in 20
places around Australia.

1.4 Due Diligence and Process for ARR Purchase
A chronology of events relating to the purchase of the ARR and the deliberations by the ILC Board is at Attachment A.

Based on the material and documentation made available during this review, including the comespondence between the ILC and former Ministers Macklin and Wong
and their respective departments, it is reasonably clear that

2 statements have been attributed to them in aumerous media articles from late October to late December 2013; statements have been made in an ILC media release of 18
Hovember 2013 in which the ILC Chair calied for a Pardiamentary tnquiry by the Joint Committee on Public Accounts and Audit into the ARR and in an ILC mediz release of 24
October 2013 in relation to the Voyages Board; and in evidence given by the CEO to a Senate Estimates hearing on 22 November 2013
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* In 2008 the ILC began te consider acquinng ARR. This occurred after Mr Billon (in his then capacity as an adviser to Minister Macklin) brought io the attention of
the ILC that the Aboriginal Corporation called Wana Ungkunyija (WU} had a proposal to pariner with the ILC to purchase ARR for the eventual divestment of the
asset to an Indigenous Corporation consistent with the objectives of the ILC under the ATSI Act?.

. = 1nSeptember 2008 ILC commenced & due diligence process underiaken by independent commercial and legal experts. At this time, the ILC Board and CEQ began
: regulariy briefing Minister Macklin and her advisers.

= Originally WU and ILC sought the permission of Mirister Macklin to use funds in the Land Account administered by the Department of Families and Housing,

: Community Services and [ndigenous Affairs {FaHCSIA) fo purchase the ARR (in June 20710 the Land Account held $1.8 billion). In Apnl 2009 Minister Mackiin
refused the use of the Land Account to purchase ARR ¢n the primary basis that the investment would not meet the criterta for an investment of the Land Account
under the Financial Management and Accounfabiify Act 1989, The ILC indicated to her that it would pursue private finance options as it has the power to do under
the ATS1 Act

* YWhen it wes umatle to secure suitable private finance ararngements, the {LC suspended the due diligence on the ARR transaction in mid-2009, and advised Minister
Macklin's advisers accordingly.

: * When suitable finance amrangements became available in mid-2010, the ILC re-commenced the due diligence process and advised Minister Macklin accordingly.

s«  The ILC commissioned a comprehensive due diligence including independent commercial assessment, independent sensitivity anatysis which identified risks; an
independent SWOT analysis which identified that the beneiits outweighed the risks; a contingency plan to manage risks; and a management plan to boost Indigenous
employment at the ARR and develop the ARR as a national centre of excellence which has the scale, platforms and iconic presence to atiract a2nd retain indigenous
trainees acrass the country for the national tourism andg hospitality industry?.

, ¥ Email correspondence 26 September 2008. WU, which represents business interests af the local Anangu communities surcounding Uluru, was granted first right of refusal over

¢ the ARR by the previous owners. Following the ILC purchase of the ARR, WU recejvad two seats on Board of the ILC subsidiary [Voyzages] created to manage the ARR and other ILC
owned tourism assets, and 7% equity ownership in Voyages approximately in 10 years” time. As part of the ARR divestment strategy a process was to be developed by the ILCand
Central Land Councii to identify an appropriate Indigenous Corpocation to which the ARR could be divested once it is free of any financial encumbrances. Under the ATS| Act, the ILC
is only obliged to divest an asset in a reasonable time having regard to the availability of an approptiate Indigencus Corporation and other relevant issues in the circumstances, and
the ILC may operate an asset until that time. This has been confirmed by the full bench of the Federal Court
% The due diligence was led by Grant Samuel and included a range of other consuitants
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During the due diligence process:

» Due diligence material was provided both proactively and in response 1o requests from former Ministers Macklin and Wong between June and October 2010.
This included independent sensitivity analysis and contingency plans.

» The ILC Board cbizined external legal advice which confirmed that the ransaction was within the legislative competence of the ILC under the ATSI Act.

On no occasion did the Ministers formally or specifically wam the ILC against the purchase. The Ministers asked the ILC reasonable questions about the impact of
the purchase on the ILC’s wider program management and forward estimates, and whether the purchase was consistent with the obligations of ILC Directors under
the CAC Act and ATS! Act The Ministers asked the ILC Board to exercise proper care and diligence about the fransaction given the size of the investment and
associated risks. The Ministers accepted that ultimately the LT Board had to salisfy itself that the purchase was consistent with its obligations under the respective
Acts and that Directors had exercised all care and difigence.

During the consultations between the ILC and Minister Macklin and FaHCS!A there were some differences of opinion about the interpretation of provisions under
the CAC Act regarding the obligation of the ILC to inform the Minister. This had a bearing oniy on the form of information provision, but did not lead to the ILC
withholding any of the information requested by the Minister and FaHCS(A. Nevertheless, this difference of opinion may have affected the Minister's view about the
ILC and the transaction.

During the due diligence process former Ministers, the Senaior the Hon Mark Arbib (Employment) and the Hon Martin Ferguson MP (Tourism) were also regularfy
consulied by the ILC. These Ministers actively supporied the ILC purchase of the ARR. During the recent public debate about the purchase of the ARR, former
Minister Ferguson oublicly confirmed his support for i now and when he was tourism Minister.

At its meeting on 1 October 2010 where the ILC Board agreed to purchase ARR, 5 of the 7 Directors voted in favour of it Two Directors, one of whom was Mr Trust,
absiained. Mr Trust gave no reason for his abstention. The Australian National Audit Office siales the ILC's, "Minutes of the board meeting recorded that frank and
interactive discussion occurred around ihe proposal and that folfowing these discussions, ihe board witimately agreed to proceed with the acquisition™.

To keep the govemment fully informed of the ARR on an ongoing basis, the former ILC CEQ proposed that the ILC meet regularly with suitably senior officers of
DoFD and FaHCSIA This was formatly accepted and welcomed by Minister Wong.

At the end of the transaction Minister Wong wscte 1o the former ILC Chair to thank her for the level of cooperation shown by the ILC during the ransaction, including
the provision of all requested information in z timely manner.

27 ANAO, Indigenous Land Corporation’s Administration of the Land Acquisition Program, 17 December 2013; p20

January 2014 Report on Indigenous Land Corporation Issues 16

G047 ANT &T10Z £0/071

Xvd

€L0/0zZ0[)




@egisconsgimg

Public Policy - Economics - Government - Surategy

In Octeber 2010 FaHCSIA, commissioned KPMG to review the bomowing powers and guarantes limits of the ILC. The review was oversighted by DoFD and the
ILC and a copy was provided to Treasury. The review examined the ARR purchase in detail as it was material tc its assessment of borrowing and guarantee issues,
and found that the “comprehensive and timely due difigence process surrounding the ARR acquisifion characterises the ILC performing its functions using sound
business principles™.

1.4.1 KPMG Report

[n the KPMG report of April 2011 it was identified that:

One of the issues for Minister Macklin and FaHCSIA was that the disproportionate value of the business assets relative to the underlying land with an Indigencus
interest brought into question whether the ARR #ransaction was within the charter of the ILC, particularly as |ndigencus Business Australia {IBA) was created o
acquire businesses for the benefit of Indigenous people. However independent legal advice obtained by the ILC Board in August 2010 indicated that the ARR
transaciion was within the parametess of the legislation enabling the ILC, and that it fulfilled the objectives for which the ILC was created.

f would be appropriate for the Minister for Finance to have the power to approve the ILC’'s borrowings and guaranteses, as ILC debt and liabilifies can have an
impact on the Govemment’s budget. It would also be appropriate to align the ILC’s borrowing and guarantee powers with other bodies govemned by the CAC Act.
However these changes should not prevent the ILC from enfering into bomowing and guarantee arangements where necessary to support its commercial
operations. Both of these outcomes would require the ATS] Act to be amended and it was the preference of DoFD to do so.

The previous Federal Government does niot 2ppear to have introduced legistation te implement these recommendations. The introduction of legislation to implement
the KPMG recommendations would have been an expecied response if there were serious concerns within government about the 1LC’s purchase of the ARR.

1.5 Benefits of ARR Purchase

Based on the material and docurnentation made available during this review, and assessment of the purpose and benefits of the ARR acquisition, it is reasonably clear
that:

= The purchase of the ARR enzbled the ILC to deliver its vision at the time that inciuded:

¥ Crealing an Indigenous tourism enterprise that employs significant numbers of Indigenous staft.

2 KPMG, Review of the ILCs Borrowing Powers and Guarantee Limits 2011; p49
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» Creafing a National Indigencus Tourism and Hospitality Training Academy at Yulara that produces nafionatty accredited [ndigenous graduates and fransitions
them o employment in ARR and mainstream tourism and hospitality industries, including development of an Indigenous tourism 1eadership capability.

> Acquiring [and of significant cultural value, that had a Native Title case rejected in the Federal Court, and granting that land to an appropriate Indigenous fitle
holding body, with ammangements that allow the continuing operation of ARR { through a lease back arrangement untit such time as the iand owning corporation
developed the full capacity io operate ARR].

> Warking in parinership with locai Indigenous communities to train indigenous youth and assist their tranisition into empioyment in ARR and the tourism industry.

= Prior to the {LC purchase, one Indigenous person was employed at the ARR out of staff of 670. Over the 2 years since the ILC purchased the ARR, over 370

indigenous peopte have commenced training programs and 215 {ndigenous people are employed at ARR {about 30% of total staff) 2. Of the employees, 17% are
from the local Anangu community in Uluru. A further 68 Indigenous pecple are employed at the other tourism assets managed by Voyages.

|t is widely accepied that the greatest single pathway to achieving the Council of Australian Govemment’s Closing the Gap objectives is scalable, effective and
sustainable employment and training programs for Indigenous people that equip them to work in current and future export and other growth markets, and offer them
reat jobs. The ARR's focus on tourism employment and training is achieving this, and arguabiy provides VYoyages with the most effective Indigenous training and
employment program in Australia by volume, reach and success.

* The ARR transaction is consistent with the [egislative intention underpinning the creation of the {LC by the Keating Government. That intention was to creaie a fund
separate from govemment that could be used to purchase aboriginal iznd as well as other strategic assets for indigenous economic, cultural, social and
envionmental purposes. Seven days after the ARR transacion was finalised Mr Keating oonfirmed this intention by stating that “The IL.C is now in an advaniageous
financial position such fhat i is able lo spend funds on assets ofher than simply the purchase of fand. The fand fund and the land corporation indtiafive stand as
anofher successfid outoome of the 1993 Native Tile Act negofiations.™®

* The view expressad by Mr Keating is consistent with the independent review conducted by Aegis Consulting Group in 2010 of the ILC’s performance. That review
concluded that the [ILC has wide discrefion under the ATS] Act to determine how, where, and when it will acquire, manage, divest or otherwise treat with land to
deliver one or more of its legislated purposes, and that this level of discretion propery underpins the capacity of the [LC to fulfil its legisiated purpose. The review
also concluded that while the ILC’s focus on training and employment is not specifically referred to in the ATSI Act, its provision is consistent with the Act. This is
because access to training and employment is a fundamental practical instrument that is partly necessary for the ILC to achieve its legislated purpose to deliver
socio-economic benefits for Indigenous people?'.

1L submission to the Review of ILC and IBA January 2014; pi0

3°The Hon Pi Keating, Lowitja O"Donoghue Cration, “lowitie O'Donoghue ond Native Title; Leodership pointing the way to identity, inclusion and justice”, 31 May 2011
31 pggis Consulting Group, External Review of the Policies and Programs of the ILC, 2010
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= |t is estimated that the cost to the Federai Govemment of supporting welfare dependent Indigenous people is an average of $75,000 per person each year=. By
this estimate the Voyages employment and training programs, deliverable because of the ARR economies of scale, are saving the Federal Govermment about

$21M {based on 283 people employed) in welfare payments each vear. Over a 40 year period in which these people will continue to work, rather than collect welfare
benefts, the Federat Government is potentially saving up to $840M (2013 prices)®.

» [f it is assumed that over the next 40 years the ARR trains for employment a further 7,400 Indigenous people {an average of 185 people per year based on
throughput over the last 2 years), and those people gain employment at the ARR or in the breader tourism or other sectors, the Federal Government is saving up
10 a further $555M in welfare payments. There would be further savings when {aking intc account the multiplier ffect of each of these trainees waorking for the rest

of their lives, instead of receiving welfare payments. These savings would be pariiglly offse! by any govemment subsidies that the ILC received for employing and
training Indigencus people®.

= Vhen considering the benefiis it is relevant to consider that:

> The funds made available by lerders for the purchase of the ARR would not have been made available to the ILC to purchase other projects all over Australia.
The funding was provided because of the value of the ARR asset and its specific capacity to deliver rates of retumn expected by ienders.

> Spreading $20M across 20 tourism projects {as suggested in some of the public criticism of the ARR purchase)} would be unlikely to enable those projects to
deliver the same high quality tourisat and hospitality training outcomes achievable through the ecanomies of scale of the ARR. lt is the quafity of training in a
shared experience environment that will equip Indigencus employess to secure and retain their competitiveness in the employment market in the tourism and
other sectors. There is littfle evidence that spending for piece mea! job creation leads o sustainable employment cutcomes and the kind of inter-gererational
economic advancement that only skilled employment can deliver. The CDEP is ¢cne example of the limited success of a piecemeat approach.

324 and M Hughes, Centre for Independent Studies 2011
33 Analysis by Aegis Consulting Group
3 1bid
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1.6 Costs and Financial Impact of ARR Purchase

Based on the material and documentation made available during this review, and assessment of the costs and financial impact of the ARR acqguisition, it is reasonably
clear that:

*«  The ILC purchased ARR for $317M. To reduce its up-front costs and immediate financial risk, |LC negofiated a fransacfion under which the ILC agreed to pay the
vendors, General Property Trust {GPT) and Voyages Hotels and Resorts (WVHR}, the purchase price over 5 years. The payments were structured as follows:

ILC Payment 3M Type of Payment and Due Date Source of Funding |

13.5 Deposit on exchange {15 October 2010) . ILG

67.5 Completion payment on seffiement (23 May 2011} ILC

81.0 Milestone payment 12 months after settliement {23 May 2012) ILC (32614}

Voyages ($55M}

. 138.0 Milestone payment in year S Vendor finance from GPT
: 17.0 Minimum valuation uplift payment in year 5 ILC

317.0

= Under the transaction GPT is required to fund $25M worth of capital upgrades to the ARR over 5§ years. This means that in effect the actual purchase price was
$292M. This price was consisient with the 3 valuations obtatned by ILC between December 2008 and Cciober 2010, These valuations were $292M {Grant Samuel
in October 2010); $270M (CBRE Hetels in May 2003); and $230M {Colliers international in December 2008). A further independent valuation commissioned by
Voyages in August 2011 determined that the fair value of assets acquired was marginally more than the purchase price paid.

* Upon the contract completion date (May 2011) the ILC transfemred the ARR to Voyages (the ILC subsidiary created to manage the ARR and other ILC tourism

assets} and Voyages provided ILC with an intercompany {shareholder loan) for $298M which represented the value of the assets less $2M in equity shares issued
toILC.

= The iotal debt accumulated by the ILC in the ARR transaction over 5 years to 2016 is $218M (the paymenis owned to GPT under the vendor finance arangement)
plus its share of the interest on the GPT lcan. The vendor finance amangements agreed to by [LC were approved by the Austratian National Audit Office (ANAQ} in
its capacity as the ILC's extemal auditors.

* As the guarantor of the finance agresment the ILC is primarily responsible for liabilities that may accrue and it shares liabilities with Voyages in relation to the GPT

{oan. Over the two years since ARR was purchased the ILC has funded interest payments worth about $15.5M and Voyages has funded inferest payments worth
about $9M.
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«  The tofal bormowings by the ILC in the ARR transaction over 5 years to 2016 is $236M (the $219M debt + §17M valuaiion upliit payment io GPT in year 5). This
borrowing was within the ILC’s permitted $300M bormowing limit it was made clear to GPT at the time that the ILC, not the Commonwealth Government, is the
guarantor of liabilities.

= Under the shareholder loan between ILC and Voyages, ILC expects that Voyages will pay it $157.6M over the 5 years {$135.6M in year 5) plus a share of the
interest on the GPT loan, to partly fund the debts to GPT.

= |n 2013 the remaining liabiliies of the ILC are $155M consisting of $138M (vendor finance payment to GPT due in 2016) and $17M {valuation upfift payment io
GPT due in 2018}, plus its share of interest on the $138M loan.

* In 2013 the value of the ARR was estimated to be £250M, more than enough to cover the ILC’s total liabilities {$155M plus interest), even in the unlikely event that

Voyages is unzable o fully pay ILC the expected $135.6M in 2016. This doesn’t include the $60M loan to Voyages from ANZ that Voyages is solely and directly
responsible for servicing and ts doing so in a iimely fashion.

Years | Gross Funding from Voyages | NetLiabilities | Asset Number of Indigenous Gross Savings in Federal Government Welfare
Liabilities of | o ILC 3M of ILC $M Value of Employees/Trainees at ARR and Payments to Indigenous EmployeesfTrainees
ILC $R ARR in Yoyages Other Tourism Businesses
2013 54
2011~ 2360 157.5 plus interest on 78.4 plus 2500 | » 1in 2010 prior to ILC purchase = 283 employees of Voyages save at least $21M
2018 plus interest GPT lcan interest on »  3¥Girainees since ILC purchase in each year and up to $840M over 40 years
on GPT lean (Based on assumed GPT loan 2011 = Al curent uptake rates there may be 7,400
level of VYoyages = 283 employees in 2013 {215 at trainees over the next 40 years. [f they all find
profitability 2t the time of ARR] sustainable employment #t saves at least a
purchase) =  Higher future iargets for further $555M.
trainees/empioyees = Net savings would be less when considering

any govemment payments to Voyages for

employing and brzining Indigenous people.

= |tis estimated that in December 2013 the ILC had cash on hand of about $100 mitlion.
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1.7 Valuation of ARR and Profitability of Voyages

Based on the material and documentation made available during this review, it is reascnably clear that:

In 2012-13 the Voyages Board reduced the value of the ARR from $312M to $25CM. This was based on independent expert advice. The valuation was accepted
and agreed to by the ILC Board {of which Voyages is a subsidiary company) at its meeting on 23 September 2013.

The Voyages Directors were fegally and financially bound to amend the value of the ARR in recognition of the impact of difficult trading conditions, inciuding the
reduction of air capacity from Caims and Perth by Qanizs, which lowered trading at ARR by more than 30%.

The book value of assefs can change up and down over the life cycle of an asset. Asset downgrades often reflect difficult trading environments, such as the one
being experienced by the regicnal and remote tourism sector in Australia. Asset valuations can rebound when market condifions improve™S. In s letter to the Chair
of the Senate Finance and Public Administration Legislation Commiitee of the Australian Pardiament, the former [LC Chair has made the point that the write down
of the ARR is immaterial to the [LC because it is obliged to divest the asset to an Indigenous Corporation over fime and during this time valuations will fluctuate®.

In 2012-13 Yoyages recorded a cash profit of $12.4M EBITDA and is budgeting for a profit of $14.4M EBITDA in 2013-14.The 2012-13 profit is about 50% below
the projections pre-acquisition because of lower than forecast occupancy rates, average room rates, airport revenues and increased operating cosis. The rural and
remote tourism secter is experiencing difficuty and this is affecting ARR, but this is not the same set of conditions that would create a long term structural decline
in the operating environment of ARR. Yoyages 2012-13 profit and projected 2013-14 is net reflective of a structural decline.

The former Yoyages Board had a business strategy in place to increase revenue and lower costs without undermining the commitment to Indigencus employment
and training.

As part of the busﬁness strategy the former Yoyages Board was developing opticrs to restructure or refinance the loan with a view to reduce the future demand on
ILC. The willingness of the Voyages Board to work with the ILC to resolve commercial issues and share liabilities was communicated by the Voyages Char to the
ILC Chair prior to the termination of the Voyages Board by the ILC Board.

3 Advice from Dransfield & Co, 24 December 2013
35 pas Shirley McPherson, 9 Decamber 2013
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1.8 Management of ILC and Voyages Relationship

In 2013 the ILC commissioned Deloitte to review the board govermnance arangements of the ILC. Deloitte found that on the whole the |LC governance amangements
were reasonable but recommended that®”:

* The ILC develop a group wide sirategy including all its subsidiary businesses;

» The ILC Board ctarify its own expectstions about the reporfing obligations of its subsidiaries and align meetings of the ILC and subsidiary Boards and sub-
committees; and

« TheiLC develop consclidated financial reporting that includes its subsidiaries.

In the ILC Board meeting on 23 September 2013, the independent Chair of the ILC audit and risk management commitiee praised the financial reporting of VYoyages
and the alignment between the financial reporting of Yoyages and needs of the ILC Board®.

Given this, it would not appear that the Deloitte report or the management of audit and risk issues by Voyages support the termination of the Voyages Board.

* Deloitte, Review of ILC Board Governance Arrangements, March 2013
3 Minutes of the Board meeting
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' 2. RELATED ILC GOVERNANCE ISSUES

T A chronology of events relaling io ILC govemnance after the ARR purchase is at Attachment B.

Two actions taken by the current ILT Boasd in 2013 in response fo its concems about the ARR purchase have been:
: = Tocommission a review of the ARR purchase, which was conducted by McGrathNicol {MN}; and
=  Termminate and replace the former Yoyages Board.

2.1 ILC Review of ARR

‘ The MN review® was commissioned by the ILC Board even though the ARR purchase had been alieady examined by KPMG in 2011 and found to be consisteni with
- sound business practices ard ILC obligations.

In its report MN acknowledged that its review had three [imitations. These were that:

=  Ewven though the temms of reference required a forensic audit of the ARR transaction, MN did not conduct an audit or verify any information provided by ILC.
The ILC did not give MN access to the 2011 KPMG repori

=  Aspartof its value for money assessment of the ARR purchase, MN did not consider any of the benefits or non-financial ouicomes that may have been taken inio
account by the Board at ine time, already achieved or projected io be achieved.

These are significant limitations, particularty if the ILC was seeking to fully and transparently evaluate the costs, benefits and overall value of the ARR purchase.

The MN report identified that there were gaps in record keeping and documentation of decisions relating to the ARR purchase, and the implementation of agreed risk
management activities. The report concluded that “the ILC was deficient in documenting the appropriale deliberation and assessment required fo demonstrate sound
business principles. This does not mean that the acquisition itself was inappropriate™®.

The finding by MN in relation to the purchase process appears oppasite to the conclusions of KPMG in 2011 that the “comprefensive and timely due difigence process
surrounding the ARR acquisifion characterises the ILC performing its functions using sound business principfes™? and the Australian National Audit Cffice in 2013 that

3 McGrathiNicol, Ayers Rock Resort Review Final Repart 18 Decermnber 2013
“ tbid; p12
1 KPMG, Review of the |LCs Bomrowing Powers and Guarantee Limits 2031; p49
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the ILC’s, "Minutes of the board meeting recorded that frank and inferactive discussion occurred around the proposal and that Tollowing these discussions, the board
ultimately agreed to proceed with the acquisifion™?2.

Other key findings of the MN review included that

The financial medel relied on by the ILC Board when assessing the ARR purchese was conservative.

The ILC was a motivated purchaser, but the process indicates it was not prepared to purchase at any price.
The transaction was consistent with ILC powers and obligations under ATS! and CAC Acts.

VYendor finance arangements were reasonable and not disadvantageous to the ILC.

A comprehensive risk management plan dealing with operational and transactional risks was prepared.
The post purchase risk assessment and mitigation strategy in retation to occupancy was reasonable.

- » The ILC Board decision was based on and followed the advice of consultants.

2 1.1 ILC Management of the Review
Some statements made by the ILC Chair raise questions about the ILC approach fo the MN review of the ARR. For example:

= |n aletter to the former ILC Board member and Voyages Chair, David Baffsky AO*, Director Casey says “! and other ILC Board Directors do have a focus and
commiiment ko good corporate governance, and we are determined fo ensure fhal the poor processes and outcomes associated with that [ARR] acquisition are not
swept under the carpel”. These statements seem to pre~empt the outcome of the independent review by MN, which was still underway at the time the ILC Chair
wrote to Mr Baffsky.

» ltis curious that the ILC Chair made her statements to Mr Baffsky despite the fact that there is no independent evidence that (1) the ARR acquisition involved poor
processes or outcomes or {2} the previous Board tried to ‘sweep issues under the carpel’ or (3) that previous Directors did not have 2 commitment 10 good
governance. The findings of this current assessment and those of KPMG, ANAQ and MN in thelr reviews are that the ARR acquisition invohved legal and transparent
processes consistent with the obligations of Directors under the CAC Act and ATSI Act. The KPMG examination of the ARR transaction in detzil was material to its
assessment and recommendations to the previcus Federal Govemment about the ILC’s borrowing and guarantee powers. KPMG found that the “‘comprehensive
and timely due difigence process surrounding the ARR acquisition characterises the ILC performing its functions using sound business principles™,

“2 ANAQ, the Indigenous Land Caorporation's Administration of the Land Acquisition Program, 17 December 2013; p20
2@ 5 December 2013
43 KPMG, Review of the [LCs Borrowing Powers and Guarantee Limits 2011; p49
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22 Replacement of Voyages Board

Based cn the material and documentation made available during this review, it is reasonably clear that:

s In October 2013 the ILC Board sacked the former Voyages Board for a range of explicit and inferred reasons including that's

The Deloitte review commissioned by the ILC recommended improvements to govemance;

The ILC had commissioned the MN review of the ARR purchase, valuation and sttategies going forwand;

The former Voyages Board wrote down the book value of the ARR to $250M;

The ARR was facing serious financial challenges because of long term structural decline in its operating emaronment and the scale of berrowings 1o fund the
ARR purchase; anc

There was a need to strengthen the financial sustainability of the VYoyages businesses, reinvigorate marketing, attract more visiters and beiter afign the strategies
of the ILC and Voyages.

vVVvVvVvy

v

= The decision o sack the Voyages Board was made after:
> The ILC Board had approved in September 2013 the Voyages Board's proposed 2013-14 budget and recommendation to write down the value of the ARR to
$250M; and
> The Yoyages Board had communicated fo the ILC Board its decision to create a sub-commitiee o manage the commercial relationship between the ILC and
Voyages Boards and suggested a process for consultation on joint issues, including its focus on revising its business strategy to improve the commercial
position of the ARR and reduce the liability for the ILC.

2.2.1 Rationale for the Replacement
Some of the key rationale provided for the replacement of the Voyages Soard seems incongruous. [n pasticular:

= The Deloitie review primarily recommended that the ILT develop a group wide strategy including all its subsidiary businesses, clarify its own expectations about the
reporting of subsidiares and consolidate financial reporting of subsidiaries. These recommendations do not appear to support the sacking of the Vayages Board*.

= The MN review report was defivered in December 2013, about two months after the Vovages Board was sacked. It seems pre-emptive for the ILC Board to replace
the Voyages Board before the completion of the independent review the ILC Board has commissioned to evaluate the ARR purchase and management strategies

S ILC media release of 24 October 2013 and numerous media comment attributed to the ILC Chair bebween 24 October and late December 2013
* Deloiite, Review of ILC Board Governance Arrangements, March 2013
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going forward. This is particularly because the MN report does not contain any significant recommendations concerning the capacity of the former Voyages Board
to appropriately manage the ARR into the future®.

= The ILC Board considered it was essential to replace the Voyages Board with new skifls and expertise to improve financial sustainability, reinvigorate marketing
and attract more visitors*€. Therefore it seems curious that:

> While the former Yoyages Board contained leading business figures with extensive strategic tourism and commercial investment experience, the new Voyages
Board appears to have more limited strategic tourism industry and commercial investment experience*®. The action by the ILC Board would suggest that it was
seeking a new Voyages Board with vastly more experience than the previous one, and therefore it seems odd that this may not have clearty and definitively
occurred. Cne of the new Board members appears to have been convicted in the Northern Territory in 2008 for aggravated assauits®, Under liguor licensing
laws this may prevent the Yoyages Board from holding the iquor licences for the ARR.

» Following the first meeting of the new Voyages Board on 6 December 2013, the ILC Chair joined the new Voyages Chair, in sfating publicly that the ARR
management “has achieved significant success over the last two years” including ‘impressive achievements in relation to Indigenous employment and training
and a stunning redevelopment of the Sails in the Desert Hotel’ and that the ARR was “recently honoured with three Brolgas — the highest award from Tourism
Northern Territory™ and "has become a symbol of optimism for the future of many Indigenous peopte™. In making these statements the ILC and Yoyages Chairs
seem o have indirectly confirmed the successful management ¢f the ARR by the previous Voyages Board.

4? McGrathNicol, Ayers Rock Resort Review Final Report 18 December 2013

: SILC Media Retease 24 October 2013

* %% Based on an assessment of public information about the experience of former and new Yoyages Board members
50 Judgement of Mr ¥M Luppina SM, Court of Summary Jurisdiction, Northern Territory, Judgement ID number (2008) NTMC 054

31 Commenis atiributed to ILC Chafr {Dawn Casey] and Yoyages Chair (Lisa Gay) in The Australian, ‘newly appointed Avers Rock Resort board gives thumbs up on achievemenis”, 6
December 2013
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_CHRONOLOGY OF EVENTS — ILC GOVERNANCE OF ARR PURCHASE*

25

pR e

Transaction

mc!Ldlng ARR. The ARR and other lourism asseis owned by GPT are
managed through the VYoyages Managemeni Platform (Voyages) which has
its ;w1 management team. The GFC has created the need for GPT to seil its
assefs at discounted value.

ILC considers purchasing ARR because of opportunity o {1} obtain an iconic
investment for Indigencus pecple at a below market rate (2) deliver 2 more
significant Indigenous experience for visitors (3) create employment and
Iraining for (ndigencus people at the ARR and within the founsm and
hospitality industry generally. ILC also considers purchasing other iourism
assets owned by GPT.

ILC appoints commercial, legal and tourism advisers including Grant Samuel,
Baker & bMcenze, Howarth HTL, Comrs Chambers Wesigarth to advise it on
ihe transactions.

ﬁ ﬁ sy .ri ’-
»‘.-w.\»-

ATTACHMENT A

- :ﬁ/

Mr Bike DI“OH (an adwser in Mlnlster Mackrns GIﬁoe} and
Doona Mocdy (senior officer in FaHCSIA) ask the ILC to work
with Wana Ungkunytia (WU), an Abcriginal corparzsiion
representing communities that surround Uluru, WU proposes
to Govemment and ILC that WU and ILC partner to purchase
ARR for the benefil of the local Anangu people.

ILC requests use of Land Accaount {govemed by the Financial Management
and Accouniabifity Act 1999) o fund ARR purchase. Loan from Land Account
is proposed io be repaid over 10 y=ars based on §% interest annualty and
proceeds from the sale of Ayers Rock Airmport.

Following Minister hMackEn's rejeciion of the use of the Land Account to
purchase ARR, ILC decides to bomow funds, which the Aboriginal and Torres

v

v Y

Government ILC Chair and CEQ brief Minister Macklin's and Prime Minister’s Offices in
consultaticns September 2008,

2008 Govemment ILC Chair meets with Minister Macklin and Secretary FaHCSIA on 23 March | = On 1 April 2009 Secretary FaHCSIA  writes to ILC on behalf
consultations 200%. of Minister Macklin stafing that the Minister will not approve

use of Land Account for ARR purchase because FaHCSIA
and Department of Finance consider:

The purchase does nat meet investment ceitaria for Land
Account.

Purchase is high riskflow investment and complex.

Size of investment would create high risk and financia
exposure for ILC.

Minister Macklin writes to ILC on 19 August 2008 to:

%2 This chronclogy is based on the contents of material, infformation and documentation made available during this review
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Sfrart fsfander Act 9005 {ATSI Act} pemits. ILC Chair Wities ﬁ: Seaetary

Adwse Ihat u-u:[er secbon 15 of tfre Commonweam&

>
FaHCSIA on 29 May 2008 adwising this. Authorities and Cormpanfes Acf 1987 (CAC Act) ILC is
obliged o provide her with defails of the ARR transaction.
> Seek detalls of the financial arangements and implications
of the ARR purchase for tiie ILC, and benefits of the purchase
for Indigenous people.
> Request nofification when purchase has been finalised.
Transaction * |LC suspends work on ARR transaclion in mid-2009, as it has diffcully
borowing funds.
= Because it has suspended the transaciion ILC does not respond to Minister
Macklin’s letter of 19 August 2009.
s |LC CEQ advises Minister Macklin’s Office that it has suspended worl on the
ARR fransaction.
June 2010 | Transaction = In June 2010, the ILC and GPT recommence discussions about ARR.
= ILC retains the same commercial and other advisers it had in 2009 and they
recommence due diigence.
June- Government = |LC CEQ advises Minister Mackiin's Office that the ILC has recommenced | » Secretary FaHCSIA  writes fo ILC CEO in 13 August 2010
August consultations consideration and due diligence of ARR purchase. o
2010 {some of which » Remind ILC ihat the Minister had previously expressed some
occured during | = ILC CEO writes to Mmister MacHin on 10 August 2010 advising her that the general concerms about the ARR purchase.
caretaker ILC was undertaking due diligence on ARR and nelifying her as requiredunder | > Advise that under s.15 of the CAC Act more detailed
petiod pror to section 15 of the CAC Act that the |LC was propaosing o puchase ARR. information about the ARR purchase is required as per the
2010  Federal Minister’s letter of 18 Augusl 2009.
election} =  |LC CEO writes to Secretary FaHCSIA on 27 August 2010 advising that ¥ Recomurend that the ILC pravide the Minister with details of
> ILCis happy fo brief the Secrefary on the ARR purchase. its bommowing particularly because the Minister's decision to
» The Board is happy to provide the requested detailed information on the . provide guaranteed funding to the ILG induded a review of
purchase, but based on external fegal advice considers that itis not obliged io ILC bommowing limits.
do so by s.15 of the CAC Act.
¥ The ARR purchase will have no negative impact on the ongoing cperationsof | » FaHCSIA Group Manager, Program Performance writes to
the ILC orits forward estimates. ILC CEO on 23 August 2010 io;
» Raise similar issues as Secretary FaHCSIA.
January 2014 Report on Indigencus Land Cerporation Issues 29
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> ILC IS mllmg o pamapate in the rewew cf its borrowing hml!s but mll not | > Request that the information be provided before 2 decasmn
suspend its power or actions to borrow funds until after the completion of the by ILC on the ARR purchase.

Teview. > Remind ILC that that the review of ILC bormowing Amits is due

to commence in Cctober 2010.
September | Govemment e« [LC Char writes to Minister Macklin on 23 September 2010 aftaching a | = Minister Macklin writes to ILC Chair on 22 September 2010
2010 consultations Jetailed brief on the commercials of bie ARR purchase and advising that: seeking more information under s.18 of the CAC Act on the
> The Board has undertzken careful due diigence. following issues at least 7 days before the ILC enters into any

» The purchase will not reduce the capaciiy of the ILC to defiver its other agreements to purchase the ARR:
nemal programs within budget. » The impact of the ARR purchase on the capacity oi the ILC

> ILC bormowing for the ARR wil! be a maximum of $$8M, well within its to deliver outcomes for Indigenous people across Ausiralia.
borrowing limits of $303M. The ILC will guarantee the balance of the »> How the ILC would divest the ARR as required under the
purchase price through a deferred payment and its combined bomowing and ATSI Act.
guarantee will peak at $260M. > Whether the ILC has made it clear to lenders that the

> The purchase is projected to increzse net revenue to the [LC of over $25M Commonweaith Govermment would not guarantee the funds
after 10 years. borrowed by the ILC,

» The purchase will enable ARR fo lift Indigenous employment {cut of 670 | « Minister for Finance, the Hon Senator Penny Wong, arites to
employees) from 1 (at the time of purchase) to 250 in 2015 and 340 in 2018. Chair ILC on 29 September 2010 to:

» The purchase gives the ILC the scale and platform to create a tourism training | » Raise concems about the financial model underpinning the
academy at ARR that can create employment for indigenous people across ARR purchase and that the proposal may not comply with ihe
Australia in the tourism industry. duties of directors under the CAC Act and purpose of iLC.

> The \LC will pastner with WU 10 create additional employment and business | > Seek more informalion on capacity of ILC to create a
oppariunities for the local community. subsidiary to manage the ARR, opinion of Directors and

» Mirgin Austrafiza has committed te begin flying to Uluru if the ILC purchases supporting matenal on the compliance of the purchase with
ARR. ATSI Act given the length of time before the ARR will be

> Aseparate company will be crealed under s.191G of the ATS1 Act to manage unencumbered and able to be divested to an Aboriginal
the ARR and incorporate the existing Yoyages platform operating ARR. That organisaiion, and due diligence and sensilivity analysis
company will be chaired by David Baflsky AC {who has urparaleled irformation.
experience in Asia-Pacific tourism) and a CEQC witit considerable lourism | > Seek information before the purchase.
experience will be recruiled. That company cannot act bevond ILC powers.

» The divestment plan of the ARR is consistent with the leaseback model
goveming the Commomwezlth Govemment's arangement with fraditional
owners for Uluru-Kata Tjuta National Parc

> Lenders understand that the ILC is the only guarantor of berrowings.
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consideration of the ARR purchase and an offer was made in August 2010 fo
brief the Minister Macklin and the Secretary FaHCSIA  which was never
accepied.

The ILC is likely to agree to the purchase on 1 October 2010.

ILC Chair writes to Minister Wong on 30 September 2010 to:

Raise concems that despite being briefed about the ARR purchase for 2 years
the Government is only asking questions at five fast minuie.

Reiterate the same responses the Chair made to Minister Mackiin on 23
September.

Provide due diligence and independent sensitivity analysis and legal opinions
about the compliance of the Board with the ATS! and CAC Acls in relation to
the ARR purchase and time for divesimeni of assets to Aboriginal asseis.
Indicating that the ILC has 2 number of assels which it has held for over 10
years because there is no suitable Aboriginal crganisation to which it can
divest the assels.

The WU supparis the ARR purchase.

Advise that the financial model for the purchase of the ARR has been
accepted by three of Australia’s largest banks which have agreed to provide
vendor finance.

Advise that there are 2 range of options available to the Board if the financial
projections are not met, including scaling back capital works at ARR,
renegotiating the financial agreements with the vendor and seliing the assets.
Citer quarterly meetings between |LC and Department of Finance on the ARR.

Ociober
2010

Govemnment
consultations

14

ILC Chair writes to Minister Wong on 1 October 2010 o advise that the Beard
met on 1 October 2010 and resohved to:

Proceed with the acquisition of ARR.

Delay imptementation for 7 days in the event that the Minister wishes to raise
any further appropriate substantial issues about director’s duties under the
CAC Act

The Board's decision fo proceed with the purchase is informed by a SWOT
analysis by Howarth HTL, advice from Grant Samuel and ILC business case

*  Minister Wong writes to ILC Chair on 8 Oclober 2010 to:
Indicate her confinued cancem about the financial viability of
the ARR purchase and impact on ILC's broader programs
and the need for an independent sensitivity analysis.

Note that it is a matter for the Board to exercise care and
diligence and that the Board has undettaken considerable
work in reaching its decision io purchase ARR.

Welcome the quarterly meeblings between ILC and DoFD.

Y/

\

v
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that adentrﬁed the u'nmedlate nsks associated wrth a touristn asset but alsc | > Under s.16 of the CAC Act, request within 28 days of a
identified medium and long term benefits of asset ownership and use for ILC decision to purchase the ARR an independent sensitivity
purposes that oulweighed the risks. There is confidence that the risks are analysis, deiailed contingency plans under Board scenaric
manageable because the purchase includes Voyages and its management planning for the ARR and quartery information on
team. performance of the ARR.
Transaction = [LC executes contract for purchase of ARR.
November | Govemment = [LC Chair writes to Minister Wong on § November 2010 to:
2010 consuttations > Confinm thai the Board has satisfied its duties under the CAC Actand agreed
to purchase the ARR (of the 7 Directors of Board, § voted for the purchase
and 2 abstained).
> Aftach again the independent sensilivity analysis previcusly provided and
contingency plan as requested by Minister Wong.
» Confirming that quartery meetings would be held between ILC and DoFD.
December | Govemnment = {LC Chair writes to Minister Macldin on 22 December 2010 to advise thai:
2010 consultations » The ILC has entered inte a contract for sale fer the ARR and is working on a
range of pre-setilement issues.
> Upon completion of the sale the ILC will become the socle member of a
company called the Mutitjulu Foundation which has been in existence for
many years and acts as the usiee of the Mutitjulu Foundation Trust. The
Trust is a charitable organisaticn thai makes grants of meney for beneficial
purposes for the communities surrounding Uluru.
February Govemment =  The ILC advises Minister Macklin that the ILC: Minister Wong writes to ILC Chair en 1 February 2011 to:
2011 consultations > Wil need to budget for an operating loss in 2010-11 of $5.8M because of the Thank her for the information provided in November 2010
expected timing of the setflement of the ARR purchase. and willingness of the ILC to provide requested information
7 Has the cash reserves to fund the cash component of the loss. and work co-cperafively with DoFD and FaHCSIA on the
> Wil be able to cffset the loss from expecied preits in 2011-12 and 2012-13. ARR purchase.
> Has been consutting with DoFD and R has expressed confidence in the ILC Request that ILC continue to work closely with DoFD.
and comfort with the reasons for the loss.
» Requests thatits budget not be reduced because of the loss. Minister Macklin writes to Minister Wong to request that the
ILC budget not be reduced because of the loss explaining the
reasons provided by the [LC.
Minister Maeklin writes to the ILC Chair on 17 February 2011
o advise that she has asked Minister YWong not to reduce the
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capacity to defiver programs.
April 2011 | Government = JLC CEQ advises Mike Dillon that the aciual ILC operaling loss will be $34.96M, | = KPMG delivers its report to FaHCSIA, DoFD and Treasury on
consuliations not $6.8M. the review of ILC bomowing powers and guarantee limits
(commenced in Ociober 2010). The report includes
consideration of the ARR.
May 2011 | Transaciion = [LC settles contract for purchase of ARR.
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' CHRONOLOGY OF EVENTS — ILC GOVERNANCE POST ARR PURCHASE®

Reappomtment

ILC_Chalr wnles to M mstsf Macklln on 17 Ocﬁober 2011 mdicaung 'daat the

ATTACHMENT B

Mlmster Mackhn and her adv:ser Mlke D|Hun .1nd|cahe

about ILC Board
gavermance

Y

Y

\4

ILC had understood that the Australian National Audit Office {ANAQO) had
provided the Vayages 2010/1 1 audited statements directly ta the Minister. The
ANAQ confimas that the statements were sent to the Minister on 27 Ockober
2011 on behalf of the ILC. Following the Minister's letier the ILC has sent
another copy of the statements fo the Minister.

The ILC provided al! the information requested by Ministers Macklin and Wong
pricrto the purchase of the ARR during 2016 and 2011.

Under the CAC Acl the Minister is not required to be mformed about changes
to the tenure of the Direciors of the Yoyages Board. The ILC Board agreed to

A4

of ILC CEC ILC Board has unanimously reappointed the CEQO for 4 years after (including by letter on 22 August 2011} that the Minister does
considering: not support the reappointment of the CEC for a Turther 4
» The Minister's views. years. Mintster Macklin indicates that if reappointed the CEO
% The powers and duties of the Board in relation io the appointment of the CEC should not be appainted for more than 1 year.
under the ATSI and CAC Acts.
¥ The performance and comprehensive performance review of the CED.
» The bestinierests of the ILC, its employees and the organisations with which
it works.
Ociober Minister Macklin *  When director’s tenure expires Minister Macklin:
201 makes new > Replaces former ILC Chair (Shidey Macpherson) with
Board Director Casey.
appaintments > Replaces Directors Drscoll, Geominge and Ewvonne
Goolagong-Cawlev with Directors Westbury, Havnen, and
Atkinson.
% Retained Directors Bafisky, Trust and Jeffries.
March — | Minister Macklin | =  [LC General Counsel prepares a briefing paper for ILC Board meetingon 16 | = Minister Macklin writes to 1LC Chair on 14 March 2012 with
April 2012 | raises concems Apnt 2012 addrassing Minister’s letter and advises that: reference to discussions between herself and the Chair and

indicates that she:

is accountable to the Patliament for the ILC, under the CAC
Act.

Wants govemnance change at ILC and ILC to operate in a
more accountable, transparent and best practice manner.
Considess that she was provided [imited financial,
management and divestment information about the ARR
purchase and lmited assurance that the purchase would
have no adverse impact on the ILC.

%3 This chronology is based on the contents of material, information and documentation made available during this review
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appmnt the chag&s Board Dxrectors for a pencd cf 5 years at the time
Voyages was established and no change had ocourred since then.

It is orthodox and good practice for Board Directors to have muliiple roles as
this ensures whote of company decision making and alignment between
parent and subsidiary companies. The remuneraiion of the Directors of the
Voyages Board was set using nommal praciice and based on independent
external advice.

it is not clear from the Minister's letier whether she is concemed about the
substance of the tenure of Yoyages Board Directors and multiple roles or that
she is concemned about not being specificaly informed about these issues.
1n March 2012, the ANAC commended the ILC forits Corporae Govemance
Framework, considering it one of the best it had seen. The ANAO expressed
a desire to use parts of it as a template for other Commonmwealth Govemnment
agerncies.

ILC Board decides at its 16 April 2012 meeting to:

Provide the Minister with an interim response indicating that the ILC meets
regularly with DoFA and FaHCSIA about ARR and provide the Minister with
the outcome of the propased Board govemance review.

Organise a meeting between the ILC Chair and CEO and FaHCSIA.

> Has not received the Voyages audmd ﬁnancta] statements
provided to ASIC in October 2011, as required under the CAC
Act

> Was advised by the Chair and looks forward to further

information about Soard Directors having mulfiple roles and

the decision of the Voyages Board to exteng tenure of ifs

Direciors.

June-Jufy | Changestoc ILC [ = ILC Chair makes public statements during her national press club address
2012 Audit and Risk that the ILC ARMC (comprising ILC directors Baifsky, .Jeffries and
Managament independent director lan Femier) have guestions to answer about the ARR
Commiites purchase. The AMRC members respond by letter on 6 Juty 2012 rejecting the
{ARMC) Chair's claims and indicating she may have defamed them.
= |LC Boad replaces membership of ARMC with new directors and an
independent Chair.
Pecember | 1LC Board asks | = ILC Board asks Deloitte to assess govemance amangements and identify
2012 Celoitte to strengths, potential gaps and make necessary recommendations.
review
govemance
March Deloitte delivers | =  The Peloitte report key findings and recommendations are that:
2013 report to ILC
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ILC and subsidiary companies to align their individual strategies and plans
with the group wide approach.

The iLC Board should set clear expectations about the alignment of strategy,
budgsting and financial reporting across itz subsidiaries and define its
required degrae of oversight of subsidiaries business decisions to the extent
necessary to fulfil the statutory obligations of ILC Directors.

» The meetings of the ILC and subsidiary Boards and sub-committees should
be aligned to support the timely provision of information and decision mzking
within a group-wide strategy.
> The ILC should devebp conscfidaied financial reperiing to assist
management of the group-wide strategy.
» The Board structure, and risk govemance and risk reporting are effective.
March- ILCf/oyages « ILC Chair writes to Voyages Chair {ILC Director Baffsky) on 18 March 2013 | «  Voyages Chair wiites to ILC Chair on 20 March 2013
Apil 2013 | Relationship indicating that the ILC Board: indicating that the Bsues ratsed by the |LC Chair will be
» Wants further information about the capita! requirements of, nsks and addressed in a bnief being prepared by Voyages for the ILC
confingency plans associated with the ARR purchase. Board and it would be prudent for the ILC Board to receive
> Has dedded that even though Yoyages has promised a brief to the ILC Board this briefing before commencing an independent review.
on these issues, the ILC will commission an ‘independent review of the ARR
purchase. *  Yoyages Chair writes to ILC Chair on 9 April 2013 indicating
that the VYoyages Board had mei on 4 April and resolved that:
» A close working relationship between [LC and Voyages was
in the best interests of both companies.
» To faciitate this relationship the Voyages Board would be
crealing a sub-commitiee o lead discussions with ILC.
May 2013 | Review of ARR | =  ILC Board asks Minister Macklin to request that the ANAG conduct a forensic | = Minister Macklin declines the request and asks instead that
purchase audit of the ARR purchase. the ILC conduct an indeperdent end io end review that
includes the ARR purchase.
June-July | ILCfVoyages = ILC Chair writes fo Voyages Chair on 27 June 2013 advising that the ILC | =  The Voyages Chair writes to the ILC Chair on 1 July 2013
2013 relationship Board: advising that
> Has reviewed the draft Voyages Budget Cverview for 2013-14. ¥ The Voyages Board is aware of the issues asseciated with
> Is concerned that the Voyages Budget expects ILC fo cover GPT financing ARR.

costs of $M.

Y/

Has created a sub-commiitee to discuss these tssues with

iLC.

January 2014
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>

Expecté the Voyages Board to have sirategies to deal with changes in the

tourism cutiock and negative impacts on ARR, especially when these issues
wege anticipated in the due diigence for the ARR purchase.

% AP ST o s o X i G
A6 ernImen ?‘_\;.n_.(_ BeSHACHO

s reviewing costs and pdorﬁi;:s for spending

s

outcomes for Indigencus people.

>

%> [sexamining oplions io refinance or restructure the GPT loan.
> |Is commitied 1o manage the commerciat issues in a difficult
environmen! and maintzin i=ining and employment

August Macklin «  Minister Macklin advises Directors Baffsky and Jeffries that
2013 appoints  new they will not be re-appointed when their term expires on 19
Board members Ociaber.
= Minister Macklin appoints two new directors.
Sepitember | L.CAoyages = The ILC Chair writes to Yoyages Chair on 2 September 2013 advising that:
2013 relationship » The ILC CEQ, does not agree with the financial projections underpinning the
valuation of the ARR provided by the Veyages CEO as the projections appear
toc optimistic.
» The ILC Chair is dismayed that Voyages is refusing to apply altemative
assumptions to underpin the financial projections.
» The ILC Chair believes that the stance taken by the Voyages CEO must have

v/

v

been supported by the Voyages Chair.

The ILC Chair writes to Yoyages Chair on 3 September 2013 advising that
The ILC Board has approved the Voyages Budget for the other tourism assels
it manages.

The ILC Board would like the revised budget for ARR being prepared by
Yoyages Tor consideration at the ILC Board meeting on 23 Ccetober.

The Minister has appoinied two new direciors o the ILC Board and this will
affect ILC representation on the VYoyages Board. The ILC Chair will contact
the Voyages Chair to discuss Board members.

The [LC Board has appointed McGrathNicol io underizke an end to end
review of ARR.

On the advice of its new ARMC, the ILC Board agrees at its meeting on 23
September to accept as part of the ILC consclidated statements the
independently assessed vajuation of ARR provided by Voyages. The new
independent Chair of the ARMC indicates that there has been beiter

January 2014
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Iiglent between the ILC and Voyages with the Voyages Board and Audit
Committee having provided its finandal statements in time for the ILC Beard
meeting.

ILC Chafr writes to Voyages Chair on 27 September 2013 adwvising that:

> The ILC will provisionally agree to the Voyages request for the ILC to pay the
due interest payment on the GPT vendor finance arrangements.
¥ The inability of Yoyages to meet Hs forecast targefs (including interest
repayments) is not consistent with the origiral undertaking to Ministers
Macklin and Wong that the ARR purchase would not impact on |LC's broader
programs.
» The ILC understands that the ARR is not proitable and that is why ILC has
iniliated a review of operations.
> The ILC is waiting for Vioyages to provide it with a comprehensive revised
Budget for 2013-14.
{Qctober ILCAoyages »  The ILC Chair writes to Voyages Chair on 11 October 2013 with reference to The Voyages Chair writes to the ILC Chair on 11 October
2013 relationship the advice she had received information about the 3 October Voyages Board 2013 advising that:
meeting from the ILC CEC and indicating that The ILC Chair has not received an accurate briefing of the
> [tis not appropriate for the Yoyages Beard 1o cite discussions with Ministers Voyages Board meeting.
and senior government representatives without first advising the [ILC Chair of The ILC CEQ was asked to clarify the extent to which
those discussions. Voyages was required fo participate in the McGrathMicol
> The ILC Chair understands that the Voyages Board has concems with the review. There was no discussion about obtaining legal
McGrathNicoi review and this is conceming given that the voyages Chair had advice.
agreed to the review when he was an ILC Director. N The Voyages Board resolved to maintain its commiiment to
» The Yoyages Board should not use its funds to seek legal advice about the

review.

operational best practice and Indigencus employment and
training which has already delivered significant resuits,
including excellent feedback from employees and trainees.
The Vovages Board resolved to reduce the mtercompany
debt between the ILC and Voyages when surplus funds
become available.

if asked questions about Voyages by stakeholders including

government, the Chair will respond te them.

January 2014
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has sfill not coniacied the Voyages Chair about Board
members.

2013

iLc Board

changes
Yoyages Board

ILC Chair announces replacement of the Yoyages Board on the basis that:
The Voyages Board had written down the book value of the ARR from $312M
to $250M in the financial statements of 2012-13.

There is a need o ensure stability and strengthen the strategic alignment of
the ILC and Vayages.

There is a need to build an the efforis of the Voyages Board and strengthen
the financial sustainability of the tourism businesses managed by Voyages
and atiract more visitors.

January 2014

Report on Indigenous Land Corporation Issues 39

60:GT ANI &T0Z €£0/0T

Xva

gLo/ev0l@




10/03 2015 TUE 15:09

FAX

go4a/075

| G
m .ﬁb%
AR
. T : _.w ; .... i
- o %Jz 4 )
- %»%g S
' \mu .. y.%%L ;N 3
. [N LS. Wm\“

igenous

lew of Ind
Land Corporat

Rev

Issues

10N

Supplementary Report to

G
“
- o
Q =
g
o 2
e
(73] 0
[ £
)
e | —
<[ @
~<r m
= &
o w
N o
> £
{0
T 3§
e O -
c @ > <
@ v 2 g
- O =

g
Strategy

1N
Government -

U

s -

egiscons

Public Poficy

A
wy,_%

i
il
Wi

,\
g

:

&
Nl
Bl

Ragied;
1
5

G
S S




ggegisconsulting

: group
' Pyblic Pelicy - Economics - Govemment - Strategy

Copyright ® Aegis Consuliing Group 2014
i Disclaimer
. Aegis Consulfing Group provides no warranties and makes no representations in relation to the information provided in this paper. it accepts no fiability for reliance on
+ the information in this paper by any persen or organisation. Any person of organisation, using the information in this paper does so at its own risk and agrees to
indemnify Aegis Consuling Group for any loss or damage arsising from such use.
 Contact
~ For more information about this report contact:
' Vishal Beri
_ Managing Direcior
: Aegis Consulting Group
© 36f104 Miller Street Pymmont NSW 2009
T +61 2 8680 1706 E vberi@aecqisconsuliing.com.ay
: About Aegis Consulting Group
Aegis is an independent advisor to government, corporate and non-govemment organisations on:
" = Public Policy
- = Economics
- = Government

. =  Strategy

Aegis was esiablished in 2002 and has an intermnationat team of consultants in Sydney, Cairns, Singapare and London.
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. SUMMARY OF KEY FINDINGS

. These findings relate to claims about the Ayers Rock Resort (ARR transaction), former Directors of the ILC and Yoyages, advisors to the ILC, and the govemnancee of
" the ARR transaction by the former L.C Board made in:
-« A |etter dated 5 January 2014 from the Chair of the ILC, Ms Dawn Casey, to the Hon Senator Nigel Scullion, Minister for Indigenous Affairs, (the Minister) and
’ copied to the Hon Tony Abbott MP, Prime Minister (the ILC letter). The letter has been published on the ILC website.

= Evidence given by the ILC CEQ, Mr KMike Dillon, to the Senate Finance and Public Administration Legislation Committee (Senate Committee) on 28 February
. 2014" {ILC Senate Committee evidence).

= Statements by the Chair of the ILC, Ms Dawn Casey, on 17 April 2014 made in a radic interview on the ABC Sunday Profile program {the radio interview)®.

: The iLC letter and ILC Senate Committee evidence explicitty suggest that the claims made are supported by the findings, contlusions or recommended actions in the
- McGrathNicol (MN) report (December 2013), commissioned by the ILC. The radio interview suggests that claims made are supported by the MN report and the
- Deloitte report {March 2013) which examined ILC governance arangements.

. ILC Actions and the Application of the Commonwealth Authorities and Companies Act 1897 {CAC Act)

Key Finding 1 - Claims in the ILC letter, ILC Senate Commiitee evidence and radio interview may breach CAC Act

The ILC fetter makes claims that potentially cause detriment and damage to the reputations of jormer Directors of the ILC, advisors to the ILC, the ILC and the
Minister. The ILC Senate Commitiee evidence makes ciaims that potentially cause detriment and damage to the reputaiions of former Direciors of the ILC, advisors to
" the ILC and the ILC. The ILC fefter and IL.C Senate Commitiee evidence indicate that the claims are made on the basis of alleged evidence in the MN report.
: This Aegis supplementary report has found that the claims made are not supported by any findings, conclusions or recommendations in the MN report, or are based
. on the selective use of information in the MN report which does not reflect the overall conclusions in the MN report. Accerdingly it is 2 misleading or faise statement to

: claim that the MN report provides evidence for the claims, particularly in relation to claims about one or more Directors.

- The radio interview makes claims that potentizlly cause detriment and damage to the reputation of the former Directors of the ILC and Voyages Boards and advisors
1o the ILC. The inferview includes statements that indicate the claims are based on alteged findings in the MN report and Deloitte report.

; B Hansard, Australian Senate Finance and Public Administration Legislation Committee, 28 February 2014, pp25-29
- ? sunday Profife, ABC Radio, 17 April 2014
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~ This Aegis supplemeniary report has found that the claims made are not supported by any findings, conclusions or recommendations in the MN report or the Deloitte
~ report. Accordingly it is a misleading or false statement to claim that the MN and Deleitte report provides evidence for the claims.

Asserting misleading or false statements may mean that the Chair and CEO of the ILC may have improperly used their positions or information availzble to them, in

" their capacities as Commonwealth cificials for the purposes of the Commonwealth Authorities and Companies Act 1997 (CAC Act), to cause detrimeni to the former

Directors of the ILC and VYoyages, the ILC, advisors to the ILC, and the Minister. This is prohibited under sections 24 and 25 of the CAC Act.
ILC use of the MN Report

Key Finding 2 - Assessment of MN report support for claims in ILC letter, ILC Senate Committee evidence and radio interview

. The tone, words and fabric of argument contatned in the ILG leter, ILC Senale Committee evidence and radio interview seem to suggest that the claimants are

attempling to use findings in the MN report to allege that there was at worst impropriety, and at least incompetence, at Board level in relation to the ARR transaction

- and that the purchase was flawed. This interpretation of the MN report findings is not consistent with the overall conclusions of the MN report.

* The overal! condlusion of the MN report (page 12) is that, in their opinion, when considering (1) the cautions of previous Ministers about the ARR purchase, {2} the
. insufficient progress of the ILC in camying out risk treatments to an acceptable level and (3} the scale of the transaction — MN considers that “the IL.C was deficient in

documenting the appropriale defiberation and assessment required to demonstrate sound business principles. This does not itself mean that the acguisition was

inappropriate. However a kransaction of this scale, requiring such significant borrowings, aoens the ILC up fo the charge that it did not adequately protect iiseff against
downside risk”.

: However it should be noted that this conclusion is noi consistent with the findings of KPMG in 2011. In its consideration of the 1LC barrowing limits and guarantee
¢ powers KPMG examined the ARR transaction and related Board govemance in detall and concluded that the ‘comprehensive and timely due difigence process
. surrounding the ARR acquisition characterises the ILC performing its functions using sound business principles™.

¢ ¥ KPMG, Review of the ILCs Borrowing Powers and Guarantee Limnits April 2011; p49. The KPMG regort was cornmissioned by the Department of Families, Housing, Cornmunity
, Services and Indigengus Affairs [FaHCSIA) and oversighted by Depariment of Finance and Deregulation {DofD} and the ILC and copied to Treasury
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f Claims about a particular former ILC Director

Key Finding 3 - Procurement of ARR transaction consultancies

~ The ILG letter and radic interview claim that the MN report found that a Director was responsible for the procurement of consultants in ways that did not comply with
- ILC procurement palicies and that this requires further investigation. There are ne findings, conclusions or recommendations in the MN report that support this claimn,
- and it would be a false or misleading statement to suggest otherwise.

. Key Finding 4 - Audit and risk management committee: length of Chair’s term

The ILC lefter claims that the MN report found that the length of time that one Director had been Chair of the ARMC and his simultaneous invoivement in the ARR
: iransaction created an inhierent conflict of interest. There are no findings, conclusions or recommendations in the MN report that suppott this claim, and it would be a
- false or misleading statement to suggest otherwise.

: Key Finding 5 - Audit and risk management committee: oversight of ARR transaction

. The ILC letter and ILC Senate Committee evidence claim that the ARMC did not oversight the ARR transaction because one Director had been the ARMC Chair for a

- leng time and was also involved in the iransaction, and that this was raised in the MN report as a key corporate govemance issue. However, the MN report:

= Does not discuss in any way the role of the ARMC Chair and his involvement in the ARR transaction.

= Does not include any findings, conclusions or recommendaticns that one Director’s chairmanship of the ARMC and involvement in the ARR fransaction was a
possible reason defining the ARMC role in the transaction or that the ARMC rcke was affecied by any conflict of interest.

* Does not include any findings, conclusions or recommendations that the ARMC role, operation and membership, was a key corporate governance issue that the
1LC should address.

Accordingly, any statements that explicitly or impliedly seek to create an impression to the contrary are false and misleading.
Key Finding & - Director’s authority

: The ILC letter and ILC Senate Commitiee evidence assert that one Director, rather than the Board as a whole, was instrumental in the ARR transaction and purchase

- and that the MN report found this requires further investigation. There are no findings, conclusions or recommendations in the MN report that support this assertion,
and it would be a false or misleading statement to suggest otherwise.
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" Key Finding 7 - Conflict of interest

: The ILG letter claims that a Director involved in the transaction had undeclared confiicts of interest arising from a connection with a major sharegholder in the vendor of
‘ the ARR and that the MN report found this requires further investigation. There are no findings, conclusions or recommendaticns in the MN report that support this
! claim, and it would be a false or misleading statement to suggest otherwise.

Key Finding 8 - Reappointment of a Director to Voyages Board

f The ILC leiter claims that the MN report provides ample evidence te support the ILC Board’s decision nof te reappoint a particular Director to the Yoyages Board.
. There are no findings, conclusions or recommendations in the MN report that support this claim, and it would be a false or misleading statement to suggest otherwise.

; Claims about former ILC Board governance
* Key Finding 9 - Selective use of information

: The ILC letter, ILC Senate Commiltee evidence and radio intervisw selectively use some findings and not others abolt importtant issues. Selective use of some
- findings and not others can easily be misleading and lead to inaccurate conclusions about the ARR transaction.

The claims focus on findings in the MN report relating to ARR transaction issues that could have been hetter managed. However there are also a series of findings in
the MN report refating to the good management of the ARR fransaction that are not referred to in the communications by the ILC. Selective use of MN report findings

* can present a very negative picture of the ARR transaction which would not be possibte 1f all the findings are considered in the context of the full report.

" To achieve a balanced view of the MN report and the implications for the ARR transaction it is critical to take account of all the findings together.

- When discussing the Board's consideration of the purchase price and related revenue and commercial issues the MN report does not find or conclude that the Board
" falled to consider up to date revenue and commercial issues put before them as assertad in the radio interview.
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- Key Finding 10 - ARR purchase price and risk management

. Given the naiure of the findings in the MN report, it is not reasonable to selectively use some findings to criticise the ARR purchase, but ignore other findings that
. present a more posifive picture of the transaction. This approach increases the risk that the ARR will be viewed negatively when this view is not entirely accurate. This
outcome may have a negative impact on the capacity of the ARR fo conduct and drive business with pariners and suppliers.

' Key Finding 11: Grant Samuel fees

- The ILC Senate Committee evidence suggests that the MN report found that the success fee paid to Grant Samue! (GS) was based on the value of the ARR
. transaction, and that this may have improperly led GS to advise the ILC to accept a higher purchase for the ARR. The MN report does ngt find that GS acted
- improperly in relation to the advice it provided to the ILC about an appropriate purchase price for the ARR.

: Key finding 12 - Findings of Deloitte report

Contrary to assertions in the radio interview, the Deloitte report does not find, conclude or recommend that the ARR transaction be examined in more detail. The
: Delaitte report found that the ILC governance arrangements were reasonable and that minor improvements were needed. The report did not find that these
: improvements were required because of the performance of the ¥oyages Board.
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" EXECUTIVE SUMMARY

Background

In December 2013 Aegis Consulting Group {Aegis) was commissioned by former Directors of the Indigenous Land Corporation (ILC) and Voyages to objectively and

. independenily examine public criticism by the current ILC Board and management of the ILC purchase of Ayers Rock Resort {ARR} in October 2010. Farmer ILC and
" Voyages Directors were greatly concerned about the potential risks and damage to the ILC, ARR and its benefits arising from this criticism. They were equally
: concemed about the damage caused to their individual and collective reputations.

. Aegis delivered its report in January 2014 a2nd concluded that there is no irefutable evidence contained in the independent reviews of the ARR or ILG/Voyages

governance by KPMG {2011), Australian Nationa! Audit Cffice (ANAQ) (2013), Deloitte {2013} and McGrathNicol (MN) (2013} to support the substance of, or rationale
for, the public criticism of the ARR or termination of the Voyages Board. in fact KPMG and ANAC found that the purchase and board deliberations were consistert

. with good business principles and ILC obligations and MN concluded that it was not inappropriate. The MN report (2013] considered by Aegis was commissioned by
the cumrent [LC Board and tasked with reviewing the ARR purchase.

- On 5 January 2014 the Chair of the ILC, Ms Dawn Casey, wrote {the ILC letter} to the Hon Senator Nigel Scullion, Minister for Indigenous Atffairs, {the Minister)

making a number of claims about a former Director of the ILC, and the govemance by the former ILC Board in relation to the purchase of ARR. The ILC letter
suggests that the MN report provides evidence to support the claims. The letter was copied to the Hon Tony Abbott MP, Prime Minister, and has been published on

. the ILC website.

. On 28 February 2014, the ILC CEOQ, Mr Mike Dillon, gave evidence to the Senate Finance and Public Administration Legislation Committee (ILC Senate Committee

evidence) that":

s TheMN report contains 25 headline findings of concern about the ARR transaction and related ILC Board governance.
* = Commented on some of the findings in the MN report.

= Suggested the MN report raised concems about the membership and role of the ILC Audit and Risk Management Commitiee.

" s Suggested that the MN report raised concems about the independence of due diligence advisers (Grant Samuel) to the ILC.

) * Hansard, Australian Senate Finance and Public Administratian Legislation Committee, 28 February 2014, pp25-29
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: On 17 April 2014, the ILC Chair, Ms Dawn Casey, claimed in a radio interview that® :

.= The MN report found that the ILC Board did not consider the latest figures put before them about revenue returns and other commercial issues, but relied on
~ figures that were 17 months old.

* The Deloitte report® found a range of shortcomings in ILC governance; recommended that the ARR transaction be examined in more detail; and found that the
. ILC should have a good relationship with its Voyages subsidiary, which did not exist.
: = The Voyages Board was terminated because its members included persons who were respansible for the shortcomings identified in the Deloitte and MN reports.

: Purpose

" Aegis has been commissicned by former ILC and Voyages Directors to prepare a supplementary report io ils January 2014 report. Aegis has been asked fo review
: the MN report again to:

"= Assess whether its findings, conciusions or recommendations substantiate the claims made in the ILC letter, ILC Senate Commitiee evidence and radio interview;
i = Assess whether, when taking intc account all of its findings, the claims made about the former ILC Board's governance of the ARR transaction in the ILC letter,
: ILC Senate Committee evidence and radio interview are reasonable and accurate; and

»  Assess whether the claims in the ILC letter, |LC Senate Committee evidence and radic interview that are nct substantiated by the MN report are misleading or
: fatse and could cause detriment or damage to the forrer Birectors of the ILC and Voyages, the ILC and advisors to the ILC.

' Aegis has also been asked 1o examine the Deloitie report again to assess whether its findings, conclusions or recommendations substantiate the claims made in the
! radio interview.

* Claims about a particular former ILC Director

The MN report does not include any findings, conclusions or recommendations that support the cleims about a particular former Director, and it would be a false or
misleading siatement fo suggest otherwise. The claims and related MN report discussion are discussed below.

S sun day Profile, ABC Radio, 17 Aprii 2014
8 Deloitte, Review of ILC Board Governance Arrangements, March 2013
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The ILC letter and radio interview ciaims that the MN repori concludes that a particular Dirsclor failed to compiy with ILC procurement policies in retation to the
engagement of consultanis on the ARR transaction. However, at no point during the discussion of procurement issues does the MN report refer to the role of
individual ILC directors in the procurement of consuitants. [t is assimed in the MHN discussion that procurement decisions were made by the Board as a whole.

The ILC letter claims that the MN repori considered that a particular Director’s lengthy membership of the Audit and Risk Management Committee {ARMC} and
simuitaneous involvemnent in the ARR transaction created an inherent conflici of interest. The ILC lefter is crafted in a way that infers a link between these issues
and the MN report finding that the ABMC had a minima! role in overseeing the fransaction. The ILC Senate Commiitee evidence also infers this link and states
that “the review found that thal was a key corporate governance issue the ILC shoufd address”.” However the MN report (page 64): {1) considers the role of the
ARMC briefly and acknowledges that reviewing the ARMC was not within the scope of is project brief from the ILC; (2) does not discuss any other Director’s
membership of the ARMC at all; {3} does not suggest in any way that the ARMC was conflicted during its consideration of the ARR transaction; and {4) does not
make any findings that the membership of the ARMC or any ather matter relating to the ABMC is a key corporate governance issue needing attention.

The ILC Senate Committee evidence asserts that a particular Director, Mr David Bafisky, ‘drove’ the ARR transaction. This statement suggests that one
Director was acting in a single capacity without the full remit or authority of the Board and therefore was able to make decisions about the transaction zlore.
However there are no suggestions, findings or conclusions in the MN report which in any way indicate that any cne Director was instrumental to the transaction in
ways that enabled him to make decisions withoutl Board scruting and agreement. The MN report focuses on Board decision making in relation to the ARR
transaction and concludes that, while Board decisions could have been better documented, the Board was responsible for decisicns to undertake the due
diligence on the ARR transaction and purchase the ARR.

The ILC letter claims that the MN report considered that a serious issue requiring to be addressed is a particular Director's undeclared potential conflict of
interest arising from his connection with 2 major shareholder in the vendor of the ARR {General Property Trusi) at the ime the ILC purchased . However the MN

report (page 69) concluded that it “has no further knowledge regarding this connection, and therefore cannot conclude whether or not it represenis a confiict of
interest However, the connection appears {o be remofe”.

The ILC letter refers to the Minister’s request to [LC in October 2013 that a particular Direcior be reappointed as Chair of the Voyages Board. The ILC letter
claims that in part the ILC decision not to reappoint him was comect because the MN report delivered in December 2013 provides “ample evidence” to support
that dectsion. However that decision is not supported by any findings, conclusions or recommendzations in the MN report.

-7 Hansard, Australian Senate Finance and Public Administration Committee, 28 February 2014, p28
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fClaims about former ILC Board governance

The ILC letter, ILC Senate Committee evidence and radic interview make a number of claims about the governance of the ARR transaction by the former iLC
Board, and rely on the MN report to suppoit these claims. The Aegis January 2014 report makes a detailed assessment of the public criticism of the ARR
iransaction by the ILC Board and management. Many of the issues raised in the ILC lelter, ILC Senate Committee 2nd radio interview evidence were considered
as part of this assessment. The analysis in the Aegis January 2014 repori shows that the claims made about the ARR transaction by the ILC in a range of public
forums are potentially misleading, when taking into account all of the information contained in the MN report {2013), Deloitle report conceming ILC governance
(2013), KPMG report concerning ILC borrowing powers {2011}, Dransfield advice on tourism asset valuation {2013}, and the ILC’s own submission 1o the review
of the ILC and Indigenous Business Australia (2014).

The MN report focuses on the documentation of the ILC Board's consideration of ARR fransaction issues and makes a number of posiive and negative findings
about this. To achieve g balanced view of the MN report, and the implications for the ARR transaction, it is critical {o take account of all the findings together.
Selective use of some findings and not others can easily be misleading. The ILC letter, ILC Senate Commitiee evidence and radio interview selectively use some
findings and not cthers about important issues, such as purchase price and risk management. This can present a very negative picture of the ARR transaction
which wouid not be possible if all the findings are considered in the content of the full report.

Contrary to the suggestions made in the ILC Senale Commiltee evidence, the MN report does not find that Grant Samuel acied improperty in relation fo the
advice it provided to the ILC about an appropriate purchase price for the ARR.

Contrary o the claims in the radio interview, the Deloitie report found that the ILC governance arrangements were reasonable except for the fact that the ILC
should develop a group wide strategy including 2l its subsidiary businesses; the ILC Board should clarify its own expectations about the reporting obligations of
its subsidiaries and align meetings of the ILC and subsidiary Boards and sub-committees; and the ILC should develop consclidated financial reporiing that
includes its subsidiaries®. These findings refated to actions that the ILC needed to undertake and did not suggest in any way that the actions were necessary
because of the performance of the Yoyages Board. The Deloitte report does not find, conclude or recommend that the ARR transaction be examined in moe
detail.

! ® Deloitte, Review of ILC Board Governance Arrangements, March 2013, pp?-2
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BACKGROUND TO THIS REPORT

In December 2013 Aegis Consuliing Group (Aegis) was commissioned by former Directors of the Indigencus Land Gorporation (ILC} and oyages to objectively and
independently:

»
I
H

a
1
»

Examine whether public criticisms by the current Chair of ILC, Dawn Casey, the Deputy Chair, lan Trust, and CEQ, Mike Dillon about the ILC purchase of the
Ayers Rock Resort {ARR) are appropriate given the full range of facts and benefits associated with and previous independent reviews of the transaction;

Consider the implications jor the ARR of the publiic criticisms;

Review and prepare a detailed history of the ARR transaction; and

Consider any related ILC and Yoyagss gavernance issues.

EFormer ILC and Voyages Directors engaged Aegis because they were greatly concerned about the potential risks to the ILC, ARR and its benefits arising from the
iapparent public campaign being conducted by the current Board and management against the ARR purchase. Aegis was commissioned because of its public poticy
:and program evaluation experience, which included being engaged by the ILC in 2010 to review its performance against its legislative objectives.

Aegis delivered its report in January 2014.

§Summary of January 2014 Aegis report findings

“The report found that:

In 2011 the ILC purchased the ARR for a net price of $292M o create an iconic asset with the commitment and economies of scale to significantly ncrease
indigenous training, employment and leadership opportunities at the ARR and in the national tourism sector.

The purchase has enabled the ILC to Tt Indigenous empioyment from 1 10 215 at ARR and 283 agross all Yoyages businesses.
This employment reduces Federal Government welfare spending by about $21M annually and $840M over 40 years. At current rates the ARR could train another

7,400 Indigenous people over 40 years for the benefit of tounsm zround Australia, particulasly in the tawns and cities in which they and their families live. These
benefits cannat be replicated by other tourism assets.
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ARR is profitable and that any future financial liability to ILC arising from the ARR purchase can be covered by ILC if need be, which had approximately $55M in
cash on 31 December 2013.

Public cnticism may have {1} undermined the appeal of business, investment andfor sponsorship arrangements with the ARR; {2) reduced consumer confidence
in the ARR, leading to less visiters and events and associated revenus; and {3) disillusioned existing and potential Indigenous employees and trainees about
participating in the ARR.

If public criticism has damaged the reputation and commercial position of the ARR, Directors and management may be in breach of sections 22-26 of the
Commonwealth Auihorities and Companies Act 1997 (CAG Act) requiring them 1o always act in the interest of the ILC.

Before a Board or management publicly criticise their own organisation or activities they should formally consider and ensure that the strategic and commercial
benefits outweigh any negative public attention and response.

it is ot clear what strategic or commercial benefit the criticism levelled at the ARR is intended to achieve, or that the ILC Board formally considered all the non-
public alternatives to achieve its objectives.

There is no irefutable evidence contained in the independent reviews of the ARR or ILG/Voyages governance by KPMG {2011), Australian National Audit Office
{ANAQ) (2013), Deloitte {2013) and McGrathNicol {MN) (2013) to support the substance of, or rationale for, the public criticism of the ARR or termination of the
Voyages Board. In fact KPMG and ANAQO found that the purchase and board deliberations were consistent with good business principles and ILC cbligations and
MN concluded that it was not inappropriate.

Despite publicly csiticising the ARR purchase, in its submission fo the ILC/IBA review {January 2014), the ILC relied on the ARR and its benefits to demonstrate
why the ILC should remain a distinct organisation.

Accordingly, ithe public statements of the current Chair, CEC and other Direciors regarding the ARR and its govemance by the former ILC Board and Voyages
may be potentially misleading.
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‘2.  PURPOSE OF THIS REPORT

.Reasons for this report

.On 5 January 2014 the Chair of the ILC, Ms Dawn Casey, wrote (the ILC letter) {0 the Hon Senator Nigel Scullion, Minisier for Indigenous hffairs. {the Minister)

making a number of claims about a former particular Director of the ILC, and the govemnance by the former ILC Board in relation to the purchase of ARR. The ILC
" letter suggests that the MN report provides evidence o support the claims. The leiter was copied to the Hon Tony Abbott MP, Prime Minister, and tias been published
.on the ILG website.

-On 28 February 2014, the ILC CEOQ, Mr Mike Dillon, gave evidence to the Senate Finance and Public Administration Legislation Committee {ILC Senate Committee
: evidenoe) that™;
"= The MN report contains 25 headline findings of concern about the ARR transaction and refated ILC Board governance.
« Commented on some of the findings in the MN report.
.= Suggested ihe MN report raised concerns about the membership and rofe of the ILC Audit and Risk Management Committee.
g = Suggested thai the MN report raised concems about the independence of due diligence advisers {Grant Samuef) to the ILC.

- On 17 April 2014, the ILC Chair, Ms Dawn Casey, claimed in a radio interview that™” :
‘s The MN report found that the ILC Board did not consider the latest figures put before them about revenue returns and other commercial issues, but relied on
:  figures that were 17 months old.
‘»  The Deloitte report'” found a range of shoricomings in ILC governance; recommended that the ARR transaction be examined in more detail; and found that the
’ ILC should have a good relationship with its Voyages subsidiary, which did not exist.

» The Voyages Board was terminated because its members included persons who were responsible for the shortcomings identified in the Deloitte and MN reports.

: Scope of this report

Aegis has been commissioned by former ILC and Yoyages Directors to prepare a supplementaty report 1o its January 2014 report. Aegis has been asked to review
: the MN report again 1o:

? Hansard, Australian Senate Finance and Public Administration Legislation Committee, 28 February 2014, pp25-29
1  sunday Profile, ABC Radio, 17 April 2014
* peloitte, Review of ILC Board Gavernance Arrangements, March 2013
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= Assess whether its findings, conclusions or recommendations substantiaie the ¢taims made in the ILC letter, ILC Senate Gommittee avidence and radio interview;
fa Assess whether, when taking into account all of its findings, the claims made about the former ILC Board's governance of the ARR transaction in the ILC lgiter,
* ILC Senate Committee evidence and radio interview are reasonable and accurate; and

1= Assess whether the claims in the ILC letter, ILC Senate Commitiee evidence and radio interview that are not substantiated by the MN report are misleading or
" false and could cause detriment or damage to the former Directors of the ILC and Voyages, the ILC and advisors to the ILC.

-Aegis has also been asked to examine the Deloitte report again to assess whether its findings, conclusions or recommendations substantiate the claims made in the
* radio interview.

3. ILC ACTIONS AND THE CAC ACT

‘The Aegis January 2014 report concluded that in their public criicism of the ARR transaction the ILC Chair and CEQ may have breached sections 22 to 26 of the
- Commonwealth Authorities and Companies Act 1997 ({CAC Act).

' Sections 24 and 25 of the CAC Act require that a person must not improperty use their position or information that becomes available to them as an official of a
. Commenwealth entity fo cause delriment to a Cornmorwealth entity, the Commonweaith or any other person.

“ The publication of the ILC letter has the poiential to cause detriment to the reputations of former ILG Board members, the ILC (a Commonwealth entity), advisors to
‘the ILC and possibly the Minister. This is because the ILC letter either claims, asseris and/or infers that:

:= A particular Director may have acied improperly in relalion to the ARR transaction.

= The former ILC Board may have been negligent in its governance of the ARR transaction.

"= There are questions ic answer regarding the engagement of and motivations for the advice provided by advisors to the ILC.

.= The Minister may have been seeking to influence the MN repoit by seeking a draft copy before its finalisation.

- The ILC Senate Commitiee evidence, which echoes many of the issues raised in the ILC letter may similarly have the potential to cause detriment to the reputations
. of former ILC Board members, the ILC {a Commonwealth entity} and advisors to the ILC.

The radio interview which echoes some of the issues raised in the ILC ketter and ILC Senate Committee evidence and also suggests that the Voyages Board
: performance was responsible for ‘shortcomings’ in ILC governance may also potentially damage the reputations of Voyages Board directors.
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;It seems incongrucus that officials of a statutory corporation created by the Australian Government would act in 2 way that could potentially publicly embarrass or
:cause other damage 1o the reputations of former members of its Board, the Commonwealth entity in which they hold positions, and its portfolio Minister.

: The issue of 2 Commonwealih official's improper use of their position, or information that is made available to them as a result of thef position, arises in relation to the
.claims in the ILC letter, ILC Senate Estimates evidence and radio interview if it is found that the claims are misleading or false. As the dlaims are made on the basis of

“alieged evidence in the MN report and Deloitie report, they may become misleading or false if they are not supported by evidence in the MN report and Deloitte
repor.

Kev Fmdmg 1 'he ana];.saﬂn secmons 5 B and 7 of thls repor’( rndlcate that. the clajms made in ihe IEC Ietter ILC Senate &Umates evrdenee -arid:radio: men?y

ILG and Voyages 1he ILC as:iwscrs to the ILC, and the Mmlsten There isrio denmuon oi‘ the term lmproperly i Ihe CAC ﬁc’f and the?efare |Is oninar},r meanlng mayr
app'}'

4 LIMITATIONS ON MN REPORT FINDINGS

) The terms of reference for the MN report required a forensic audit of the ARR transaction. Howaver in its report (page 2) MN staie that:

“We have riot carried out an audit, nor have we verified any of ihe information given to us by ILC. We have refied upon assurances from management as o the
_accuracy of the information provided. As the achievernent of any prediction as fo the resulfs of subsequent frading is dependent upon fulure events, the outcome of
: which canniot be assured, the actual resulffs achieved may vary maierially irom the projections included in this report. In ail circumstances, whilst we believe thal the
" stalernents made by us in this report are accurate, no warranty of accuracy or refiabifity is given”.

Accordingly it is not clear that MN had access to all relevant information necessary o reach a fully balanced set of conclusions. In its report {page 14) MN states ihat
. is was not provided the opportunity to consider the KPMG report (April 2011) on the borrowing Iimits and guarantee powers of the ILC.

Aegis had the opportunity to review the KPMG report during the preparation of its January 2014 report.
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In its consideration of the ILC borrowing limits and guarantee powers KPMG examined the ARR transaciion and related Board governance in detail and concluded
that the “comprehensive and imely due difigence process surrounding the ARR acquisition characterises the ILC performing its functions using sound business
:principles™.

iThe KPMG report recommeanded scme jurther legislative conirols on ILC bomowings to align it with other government authorities. The previous Federal Government
§does not appear to have implemented these controls, which would have been an expected response if there were concerns within government about the ARR
‘purchase.

"Furthermere, an independent review in 2013 by Deloitie of the ILC's Board governance arrangements found that the arrangements were reasonable except for the
-fact that the ILC should develop a group wide sirategy including all its subsidiary businesses; the ILC Board should clarify its own expectations about the reporting
:obligaﬁons of its subsidiaries ang align meetings of the ILC and subsidiary Boards and sub-committees; and the ILC shouid develop consolidated financial reporting
‘that includes its subsidiaries'.

:Thus, as indicated in the Aegis January 2014 repon, the findings in the MN report appear lo be in significant corflict with. the KPMG report about the way in which the
:ARR transaction was managed, and in conflict with the Deloitte report about general Board govemance of ILC and Voyages.

1

"The Aegis January 2014 report also raised concerns that the MN report included a value for money assessment of the ARR purchase, without considering any of the

'tenefits or cutcomes that may have been taken inlo account by the Board at the time or achieved since. A value for money assessment cannot cecur without proper

:consideraiion of benefits/ouicomes. In its report, MN admits {page 8] that “the scope of our review does nof include any consideration of non-tinancial factars that may
impact o value for money and which may have beert considered by the ILC (e.g. Indigenous employmern)”.

-One of the purposes of the Aegis January 2014 report was to examine the benefits of the ARR transaction. it found that the ARR transaction has defivered significant
benefits for the ILC, Federal Government and indigenous people and would continue ic deliver benefits into the future.

i5. ASSESSMENT OF ILC USE OF MN REPORT

The ILC letter appears to claim that the MN report has concluded there are serious questions to answer arising from its findings.

) 2 KPMG, Review of the ILCs Borrowing Powers and Guarantee Limits April 2011; p42. The KPMG report was commissioned by ihe Cepartment of Families, Housing, Community
- Services and Indigenous Affairs (FaHCSIA) and oversighted by Department of Finance and Deregulation {DoFD) and the 1LC and copied to Treasury
2 Deloitte, Review of ILC Board Governance Arra ngements, March 2013
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_Itis important to note that the MN report draws no conclusions nor makes any recommendations about actions that should be taken in response to its findings. The
: decisions of the ILC Board to pursue the actions (such as the publication of the ILC letter) or suggest that the MN report findings raise serfous questions to be
. answered through public forums are entirely those of the ILC.

- The overall conclusion of the MN report {page 12) is that, in their opinion, when considering {1} the cautions of previous Ministers about the ARR purchase, {2} the
* insufficient progress of the L.C in camying out Ask ireatments to an acceptable level and (3) the scale of the transaction — MN considers that “Ihe {LC was deficient in
documenting the appropriate deliberaion and assessment required to demonstrate scund business principles. This does not fiself mean that the acquisition was

- inappropriate. However a ransaction of this scale, requiring such significant borrowings, opens ihe ILC up fo the charge that it did not adequately protect fiself against
downside risk”.

* By its own words this conclusion indicates that the ILC may have needed to apply more appropriate process and record management measures during the ARR
transaction. However, this conclusion cannot be used to support ciaims that the ARR transaction was subject to any impropriety on the part of Directors or that the
_ putchase was misguided.

Key Finding 2: The fone; words and idbiic of argument contained-in the ILC letter, ILC Senate Estimates €vidence and radio nterview. seem’to. suggest that the ILC
| Is attempiing 1o. use findings in the MN-report to claim that there was at worstimpropriety, and af feast incompetenoe, at Board level i relation'to tiie ARR-fransaction
- and that tfe purchase was flawed. Thes irterpretation by the ILG of the MN repart irciigs is not consistent it the overail actual conclusors of the MNrepart

:6. ASSESSMENT OF ILC CLAIMS ABOUT A PARTICULAR FORMER ILC DIRECTOR

* Summary of ILC claims
. In summary it is claimed that the MN report provides evidence that:

i » A parlicular Direcior failed to comply with ILC procurernent policies in relation to the engagement of consuliants during the ARR transaction, and this raises
questicns which should be answered (claim made in ILC letter and radio interview).

! = The iLC Audit and Risk Management Committee {ARMG) (1} was conflicted because its Chair of twelve years was also involved in the ARR transaction and (2}

failed to perform appropriate oversight of the ARR transaction, and accordingly there are guestions to answer {claims made in ILC letter and ILC Senate
Committes evidence).
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a  One particular Director ‘drove’ the transaction (claim made in ILC Senate Committes evidence).

E- During his involvement in the ARR transaction a particular Director did not declare potential conflicts of interest arising from his connection with a major
shareholder in the vendor of the ARR (General Property Trust) at the time the ILC purchased it, and accordingly there are questions to answer {claim made in ILC
letter).

®  The ILC was correct in terminating a particular Director as Chair of Voyages and refusing to reappoini him to this position as subsequently requested by the
i Minister (claim made in ILC letter).

fClaim 1: Procurement of ARR transaction consultancies

EThe ILC letter and radio interview claim thar the MN report concludes that a particular Director failed to comply with ILC procurement policies in relation to the
§engagement of consultants on the ARR ransaction.

;The MN report considers the engagement of consuttants on the ARR transaction in section 6.2 {page 59). The MN report concludes that:

“In respect of the engagement of consultants advising on the purchase of the ARR, we have found no evidence that competitive tender or quotation processes were
:used by the ILC in making procurement decisions. Furthiermore, the £.C s unable fo demonstrate that its pracurement processes were conducted in accordance with
‘the ILC purchasing guidelines and generalfly accepted procurement principfes”.

:At no point during the discussion of procurement issues does the MN report refer to the role of individual ILC direciors in the procurement of consultants. it is
!axumed during the discussion in the MN report that the decisions to engage consultants was made collectively by the management and/or Board of the ILC.

1 Key Finding 3: There-are:rig frndnm;s eonclu&ons or reonmmendahms m ’fhe MN [eport ihat support this clalm ‘and it would bea false o:rmisleadmg stahement te'
suggest:mherwxse S A .

;Claim 2: Audit and risk management commitiee (ARMC)
iClaims in ILC letter

.The ILC letier suggests that the Chair of the ILC Audit and Risk Management Committee {ARMC) at the fime of the ARR transaction had been in that position for
“twelve years. in fact he was a member of the ARMC for a total of fourteen years, of which he spent nine years as Chair.
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iThe MN report briefly considers the role of the ARMC in section 6.3 {page 64), even though it acknowledges that it was not within its scope to do so. It is not clear why
- MN reviewed the fole of the ARMG if it was not within the scope provided by the ILC.

: The ILC letter claims that the MN report considered that the Direclor's lengthy membership of the ARMC and involvement in the ARR transaction created an inherent
conflict of interest. However the MN report:

"= Does not discuss his or any other Director’s membership i the ARMC at all; and

.= Does not suggest in any way that the ARMC was conflicted during its consideration of the ARR transaction.

The ILC letter also claims that the MN report concluded that the ARMC failed to oversight the ARR acquisition process appropriately.

In preparing its report MN reviewed the minutes of the ARMC meefings between June 2008 and March 2011 and found that the only meeting where the minutes
_recorded a discussion about the ARR transaction was 22 March 2011. Based on this review the MN report concludes that:
‘= The ARMC had aimost no role in the oversight of consideration of the ARR transaction.
"= It was unusual for the ARMC to have no oversight given that the transaction occurred over two years.
= Given the potential impact of the ARR investment on the financial position of the ILC, the minimal invelvement of the ARMC was a deficiency in the then ILC
, govemance process.
i = The ARMC should have considered the ILC's risk management practices for the ARR transaction.

* The MN reponr does not examine any possible reasons why the ARMGC seemed to have a minimal role. For example, the discussion about the ARMC role does not

i include any information about other format or informal measures {such as sub-committees) used by the ILC Board at the time to manage the ARR transaction and ifs

! risks. Examination of these issues may have concluded that the ARMC had a limited role because the ILC Board instituied other mechanisms to manage the
transaction.

The MN report also does not consider or discuss why the limited involvement of the ABMC is unusual in the context of other examples of similar transactions
. undertaken by comparative organisations.

. The ILC letter is crafted in a way that conjoins in one paragraph the claims that a particular Director’s chairmanship of the ARMC and involvernent in the ARR
" transaction represented a contflict of interest, and that the ARMC failed to oversight the transaction properly. Whether intentionally or otherwise, by conjoining these
i quite separate issues, the ILC letter creates an inference that the particutar Director may have had conflicts of interest that influenced the minimal role of the ARMC.

i Claims in ILC Senate Committee evidence
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iIn his evidence to the Senate Committee on 28 February 2014, the ILC CEO, Mr Dillon, states that “The audfi risk commitiee should have had a key role in over
‘sighting the transaction. The transaction was driven by Director Baffsky. Director Bafisky chaired the Audit and Risk Management Committee. The review fotes thaf
'the audit and risk commitiee did riot give due atfention fo the transaction. Director Baffsky hiad been on fhe audit and risk committee — ! do not have the exact iigure —
ifor somewhere in excess of 10 years. The Audit Office guidelines say two ferms, five years or thereabouts, and another member of the audit and risk committee,
‘Director Jefities, had beer on the audi snd risk commilfee for nine vears. So the committee had been focked in place for too long and the review found that that was
‘akey carporate governance issue the IL.C should address. Of course when the new board was appoirted in Oclober 2011, they immediately fock action 1o renew the
\audit committee. That was when, suddenly, conflict emerged within the board™.

iLike the ILC letter, this statement also seeks io conjoin separate issues which can create the impression that a particutar Director’s chaimanship of the ARMC and
jnvolvement in the ARR transaction represented a conflict of interest which somehow influenced the minimai role of the ARMC in overseeing the ARR transaction. As
;dlscussed above the MN report does no} discuss any Director’s membership of the ARMC and does not suggest in any way that the ABMC was conflicted during s
‘consideration of the ARR fransaction.

‘While Mr Dillon suggests that the MN report reached a conclusion that the length of time Mr Baffsky and Mr Jeffries had beeh on the ARMC was a key corporate
:governance issue the ILC should address, the MN report does not in any way:

‘= Discuss the make-up of the AMRG or the length of ime Directors served on it.

‘s Discuss any of the Directors on the AMRC and the roles they played in the ARR transaction.

‘s Suggest, find or conciude that the AMRG was conflicted.

i* Suggest, find or conclude that there was any reason why the AMRC had a minimai role in the ARR transaction.

Is  Suggest, find or conclude that the AMRC, its role, operation or membership was a “key corporate govemance issue the (LG should address”.

nl(ey Fmdmgﬂ*gudn and-fisk. management-commitiee: lengtfi:of Chair's:term: ThHe'lL'C Jetter claims: #iat-iie MN repdit fodnd-that the length-of-time that: one;
: beg \Chalr of ﬂl&ARMC_@hl&SWUItgﬁ%l{s mvdvement mfthe ﬂHR Iran§ac’han aeaaef:i an lnherent coeﬂncﬁof nmerest Thers: areNncrﬁndmgs,

‘D‘oes notd]éwsssnanyﬁéyheade o”fmeﬁRMG Ctiélranefhrsﬁﬁx?olvement mmeRREﬂra sachen = __

* Hansard, Austrafian Senate Finance and Public Administration Committee, 28 February 2014, p28
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- Does not inclide any findings, conclusions” or-recommendations. that Grie Director's-chaimianship of the. ARMC and- imvalvementi iy therﬁFlR tfarmcuon was a
posshle reason deflnhg meAHMCmEe ifithie transaciion.or ihdt the'i &RMC folé was‘affected by anyconflict ofiinferest. -. - -~ '~

i- Doés-not include anyr fmdmgs, oonclusuons or reeommendat[ons that the AHMC Tole, cperamn ang: membershlp, wasa key corporaLe governance lssue matthe

e lLCshouldaddress _‘_:;. o T oo o - ) _;~ ;

Acoopdmgiy any: statemerrlsihat exp]acniy or mphedLysenk Ia creaﬁe an’ mpressmn o the contranr are: false and mlsleadng

fcnaim 3: Director’s authority

gThe ILC Senate Committee evidence asserts that a particutar Director ‘drove’ the transaction, and names this Director as Mr David Baffsky. The ILC letter claims that
'the Chair of the ARMC was "directly involved in driving the acquisition” and the MN report considered this serious issues needing to be addressed.

These statements seem intended to suggest that & particular Direclor was acting in some single capacity without the full remit or authority of the Board and therefore
: was aple {o make decisions about the transaction alone.

i There are no suggestions, findings or conclusions in the MN report which in any way indicate that one Director was instrumental to the transaction in ways that
: enabled him/her to make decisions without Board scrutiny and agreemeni. The MN report focuses on Soand decision making in relation to the ARR transaction and
"concludes that whiie Board decisions could have been betier documented, the Board was responsible for decisions to underiake the due diligence on the ARR
. ransaction and purchase the ARR.

‘I relation to Board decision making, the MN report states that (page 61):

“Our main focus has been on the quality of board minutes and decision making in refafion to the 1 Ociober 2010 decision to acguire the ARR. However, based on our
: review of afl board meefing minutes for the period 27 August 2008 fo 20 June 2071, we make the foffowing general observations:

' = The IL.C has a dedicated board secreiariat function. Board packs appear o have been prepared and made avaifable to directors in advance of each meeting;

ia  For each of the board meelings reviewed, the secrelariat would personally attend, draft the minutes, and finafise the mifiuies after implementing any required
: changes. McGraihNicol was able io focate minutes for each of the board meetings held over the refevani period; and

i = The Board meeting minutes appear to record the key decisions of the board, important discussions, and the resolutions passed”.
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The MN report also concludes that {page 61):

f‘me our review of the Board minutes and the Board Land Acquisition Decision dated 1 Qctober 2010, we note that whilst the Board Land Acguisition Decision
‘pravides g summary of fthe due diligence work undertaken, it does not dlearly set out the findings of the due difigence aclivities and the refevance o the decision o
ipursue the acquisition.  The ILC Board resolved that he ransacfion was in the ILC's besf interests and for its benefit. It is considered prudent fo support an
-overarching comment such as this with a summary of the reasons why the transaciion was considered o be in the best interests of the ILC™

.The Aegis January 2014 report included consideration of the evidence of the tormer ILC Chair, Ms Shirley McPherson, to the Senate Committee. Her written evidence
jmakes clear that 5 of the 7 Directors of the ILC voted in favour of the ARR purchase and 2 Directors abstained'®. This evidence ot the former ILC Chair who presided
i_o'.rer the purchase of the ARR is a powerful counter point to the assertion that one Director was responsible for directing the ARR towards the purchase.

to suggestomenmse

{Claim 3: Conflict of interest

:The ILC Ietter claims that the MN report considered that a serious issue requiring to be addressed is a particular Director’s undeclared potential conflict of interest
‘arising from his connection with a major shareholder in the vendor of the ARR {General Propery Trust) at the time the ILC purchased it.

i The MN report considers conflict of interest issues in section 6.5 {page 69).

éln relation to the connection referred to in the ILC letter, the MN report identified this as a Direciorship held by Mr David Baffsky of Singapore Airport Terminat
‘Services, which is 43% owned by Temasek Holdings. Temasek holdings is 100% owned by the Singapore Government. The Singapore Government is afso the 100%
.owner of GIC Private Limited which has an 11.65% shareholding in General Property Trust, the vendor of ARR.

'The MN report concluded that it *has no further knowledge regarding this connection, and therefore cannot condlude whether or nof it represents a conflict of interest.
; However, the connection appears fo be remole”.

i[(ey Finding 7: Therg are.no Imdmga cenclusnons o: recommendanons in the MN.fepoit that suppor‘t this-claim, and rtwm.’r!d bea false or mrsleadmg statementto'

suggwt otherwse. )

: B s Shirtey McPherson, letter ta the Chair of the Senate Finance and Public Administration Committee, 9 Dacember 2013
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. The MN also considers Mr Baffsky's role as Honorary Chairman of Accor Asia Pacific, which was awarded the hotel service contract for the ARR by Voyages afier a
. competifive process. The N found that he propetiy declared his conflict of interest and took no part in considerations and decisions by the Voyages Board about the
 hotel services contract.

itis curious that the ILG letter ignores the MN findings about the propriety with which Mr Baffsky managed an immediate conflict of interest, but seeks to infer that he
- may have behaved improperly in reflation to a connection that the MN report considers is remote.

" Claim 5: Reappointment of a Director to Voyages Board

‘ The ILC letter refers to the Minister's request to ILC in October 2013 that a particular Director be reappointed as Chair of the Voyages Board. The ILC letter claims
- that in part the ILC decision not to reappoint him was correct because the MN report delivered in December 2013 provides “ample evidence” to support that decision.

Based on the reviews of the MN report as part of the Aegis January 2014 report, and now as pari of this assessmeni, it is clear that there are no findings, conclusions
» or recommendations in the MN report which couid in any way be regarded as evidence to suppert the initial removal of the Chair of the Yoyages Board, or the refusal
' of the ILGC to reappoint him as apparently requested by the Minister.

Keyr Findirig 8: There-aré no*fmcf ngs conclusnons or recommendaf}ons in 1he MN report‘that support ﬂns dlaim, and’ lt would bea Talse‘or mlsFeading siatement to
 suggestotherwise.. - .- ‘- : . : -
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7 ASSESSMENT OF ILC CLAIMS ABOUT FORMER ILC BOARD GOVERNANCE

‘Summary of L.C claims
The ILC Ietter claims that the MN report suggests questions need to be answered because:

“a  The Board failed to consider the most recent financial performance of the ARR znd relied on a valuation that was 17 months old.
“a  The Board failed to adequately mitigate risks identified in the due diligence.

.= The Board relied on financial projections that were not conservative.

"= The Board did not adequately record the voting intentions of all Directors.

' The ILC Senate Committee evidence claims that's:

'« The MN report indludes 25 headtine findings of concern.
;= The ILC Board paid too much for the ARR.
‘= Grant Samuel was paid partly via a success fee (perceniage of the purchase price} which would have incentivised them to recommend a higher purchase price.

' The radio interview claims that':

;= The MN report found that the ILC Board did not consider the latest figures before them about revenue returns and other commercial issues, but relied on figures
: that were 17 months otd.

« The Deloitte report™® found a range of shortcomings in ILC govemance; recommended that the ARR transaction be examined in more detail; and found that the
’ ILC should have a good refationship with its Yoyages subsidiary, which did not exist.
= The Voyages Board was terminated because its members included persons whe were responsible for the shortcomings idenfified in the Deloitte and MN reports.

: *® Hansard, Australian Senate Finance and Public Administration Legislation Committee, 28 February 2014, pp25-29
. ¥ Sunday Profile, ABC Radio, 17 April 2014
;B Deloitte, Review of ILC Board Governance Arrangemenis, March 2013
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Aegis January 2014 report

The Aegis January 2014 report makes a detailed assessmeant of the public criticism of the ARR transaction by the ILC Board and management. Many of the issues
_raised in the ILC letter and ILC Senate Committee evidence were considered as part of this assessment This is parficularty in relation to:

= The valuations used by the ILC Board when considering the ARR purchase, and the ARR purchase price.
= The risk management tndertaken by the Board.

- The analysis in the Aegis January 2014 report shows that the claims made about the ARR transaction by the ILC in a range of public forums are potentially
misieading, when taking into account all ot the information contained in the MN report {2013}, Deloitie report conceming ILC governance (2613), KPMG report

- conceming ILC borrowing powers (201 1), Dransiield advice on tourism asset valuation {2013}, and the ILC’s own submission to the review of the ILC and Indigenous
Business Australia {2014).

. Assessment of claims

As discussed in this current repart, and the Aegis January 2014 report, the overall conclusion of the MN report (page 12} is that when considering {1) the cautions of
previous Ministers about the ARR purchase, (2) the insufficient progress of the ILC in camrying out risk treatments o an accepiable level and {3} the scale of the
" fransaction — MN considers that “the ILC was deficlent in documenting the apprapriate deliberalion and assessment required to demonstrate sound business
" principles. This does not itseff mean that the acquisition was inappropriate. However a fransaction of this scale, requising such significant borrowings, opens the IL.C
up fo the charge that it did not adequately profect itseif against downside risk”.

The Aegis January 2014 reporl alse ideniified that, while the MN report made a number of findings to support this conclusion, it also made a number of positive
findings about the governance of the ARR transaction. These included that (pages 5-12):

The financial model relied on by the ILC Board when assessing the ARR purchase was conservative.

The ILC was a motivated purchaser, but the process indicates it was not prepared to purchase at any price.
The transaction was consistent with ILC pewers and cbligations under ATS] and CAC Acts.

Vendor tinance amangements were reasonable and not disadvantageous to the ILC.

A comprehensive risk management plan dealing with operational and fransactional risks was prepared.
The post purchase tisk assessment and mitigation strategy in refafion to occcupancy was reasonable.

The ILC Board decision was based on and followed the advice of consultants.
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' Key Finding 9: Selecive use of information: Fhe ILC letier, ILC Seriate Gommifide evidénte and-radio interview: selectivély Use-some findings and not others
. about important issites. Seiecbve Use ofsome ﬁnd:ngs znd not others.can easﬂy be mlsieanf ifg and Iead to inaccurate concliisions- about the: ARR Iransactlon

" The clasms focus.on ﬁndmgs in the MN- report relalmg o} AF[H transacﬁon issties that éould havé been beﬂer managed. However mere are- a!so a seneﬁ of f ndmgs in
- the MN report relating to the. good management-of the ‘ARR transaction that ars not refemed o in the communication-by the-ILC. Selective use of MNveport ﬁndmgs
can present a very negaiwe picHJre of the’ ﬂRR fransaction whlch would:fiot be possmte if-all Ihemnd]ngs ale-considered. in The oomext orme ful! report -

‘To achleve @ balanced view Gf me MNreport andthe lmphcanoms for. theARBt[ansacInn it'is. crmca1 o take acooum cf.all the flncﬁngs together

_When drscussmg ‘the Board” soonsnderanon ‘of thie purchase pnce and relatecf revenueam oonrnerclal issues the MN reporf does niot ﬁnd or, conclude thaI the Board
faied to consider.up date reveiue-and commerclahssues put before’ them asasserﬁed inthe radio ifterview.

Purchase price

A good example of the need to consider all the findings in the MN report arises in relation to the issue of the ARR purchase price.

On the cne hand the MN report found that {pages 15-46):

= The Grant Samuel (GS) financial model was influentia! on the Board. The GS model is standard practice in mergers and acquisitiors.
.= The price was consistent with the NP¥ suggested in the GS model.

»  GS model assumptions about NPV of cash flows was conservative and more conservative than comparable assessments by Coliiers and CBRE in their
" valuations.

GS mode! consideration of forecast capex was higher than CBRE and Colliers.

Ultimately value is subjective and it is possible that the Board had good reason to assess the price as appropriate.

The ILC was a motivated purchaser, but the length of time for purchase and negotiations indicate it was not prepared to purchase at any price.
Vendor finance arrangements were reasonable, based on competitive interest rates and not disadvantageous to the ILC.

> On the other hand the MN report found that (pages 19-46):

»  GS model was arguably ambitious on forecast revenue, given findings by other consultants such as Howarth HTL. This may have infiated NPY.
»  GS mode! capex forecast consisted of essential capex only and may rot have been at levels needed to support the forecast growth in operating projections in the
GS model. Higher capex projections may have lowered NPV,
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= The GS model did not include any sensitivity analysis on the NPV prior to the Board decision in October 2010.

» The GS sensitivity analysis provided to the Board in November 2010 would have reduced the NPY to between $237M ($55 below price paid} and $274M {($18M

below price paid).

: = The price was $22M higher than the value suggested by CBRE {$270M).
.= An updated full speaking valuation shouid have been undertaken, rather than the CBRE one beingrelied on as it was 17 months old.

" Considering alt of these findings offers a fuller understanding of the Board's decision to purchase the ARR and relaled goverrance than the view being promoted in

the ILC letter, ILC Senate Committee evidence and radio interview.

- Risk management

Another good example of the need to consider all findings together arises in retation to risk management

. On the one hand the MN report found that (pages 48-52):

= A comprehensive risk management plan dealing with operational and transactional risks was prepared with assistance of consultants and presented to the Board.
Risk management sirategies for extreme, high and moderate risks were prepared and documented.

= Of the 9 key risks identified in the ARR transaction risk management plan MN considered that 5 had reasonable risk treatments and post risk ratings. This

included the safisfactory development of a sensitised 10 year financial forecast based on conservative oocupancy, reflecting a downturn in world economic
conditions.

* On the other hand, the MN report fourd that (pages 48-52}:

While the due ditigence included 10 year financial forecasts, the risk treatment for the purchase price should have included a full speaking valuation.

= The post purchase risk treatment of government support should have been high, not moderate.
"= The post purchase risk treatment of remoteness of ARR and reliance on airlines should have been high, not moderate.

While the financial analysis of the ARR projected capex in the first 5 years is consistent with the independent expert assessment, these capex forecasts were
based on "essential capex” only, o maintain the standard of the ARR and this appeats inconsisient with the optimistic operating forecasts.

' Considering all of these findings offers a fuller understanding of the Board's decision to purchase the ARR and related governance than the view being prometed in
: the ILC lefter, ILC Senate Committee evidence and radio interview.
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i Key Fmdmg 10: ARR purchase price:and: nélcmanagement Given:the nigture ol the flndmgs in the'MN report; it Is not Teastnable toselectively: i1se somé findi ings
{ ty eriticise the: .ﬁRB -parchase, bt ignore gther findings that: pr&sent a more positive: picture of the-transaction.-This" approach ingreases. the risk: man’meABR will-be
vrawed |':1ef=-|atmeiupt Whien this wew is not enﬁreljr accurate Thls rautaon'remaﬁ.nr havea negalﬂe |mpact on: 1he capacty of ’the ARR %’ conduci and dme*busnessmth
pannets -and Suppliers: -

§ Grant Samuel fees

: The ILC Senate Commitiee evidence suggests that the MN report found that the success fee paid to Grant Samuel (GS) was based on the value of the ARR
: fransaction, and that this may have improperly led GS 1o advise the ILC o accept a higher purchase for the ARR. The relevant section in the evidence is as follows.

i “Mr Dilfion: The first point fo nole from McGrathNicol was that the CBRE valuation that fhe board had avaitable to it when it made the acquisition was 77 months old.
: McGrathiNico! did some calculations. They indicated that had they had an up io date valuation the value of the resort would have been in the order of $250 million-rot
. $300 miflion. That goes fo the point of paying too much. A further key finding was that the due diligence, which cost $6 million was on a success-fee basis. There was
no appropriale selection process around the selection of due difigence consultanis. Grant Samuel recefved one per cent of the purchass price which -

' Senator Seselja: So the higher the purchase price the more the person wouid receive?

. Mr Diffon: Absolutely.

| Senator Siewert: Js that usual? | am not an expert on due difigence but —

: Mr Dilfon: We understand there are precedents in the indusiry about this bui —

i Senator McKenzie: Which industry?

¢ Mr Diifon: The due diligence for the reaf estate ifdustry — hotel acquisitions.

\ Senator Seselja: It was effectively an incantive for the individual or comparny fo value it af a higher rate because they would get more of a success fee.

: Mr Diffon: Exactly. That is the concern that McGrathiNicol raj:

' The MN report does not find that there was any improper conduct on the part of GS. The MN report found that {page 8):

1

" “GS’s advisory fee was based on a percentage of the purchase price of the ARA. Whilst commonplace in the financial services sector, a fee arrangement of this
" nature does nol incenfivise an advisor io seek the fowest possible fransaction price or advise against the transaction. We make no finding that GS acted improperfy in
_ this respect. However we consider that it may have been prudent for ILC to consider affernative fee structures™

} The naturs of the ILC Senate Commitiee evidence may be damaging to the reputation of GS, even though the MN report found GS did not act improperly.

= Hansard, Austrafian Senate Finance and Public Administration Legislation Committee, 28 February 2014, pp27
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l(e','r Eﬂﬁng 11z GrantSamuel fees The MN repor’t does jijs;d fmd *Lﬁat’GS ‘acted lmpraoperlyr in- relanon Taor the admce 4t prcwdedto the ILES abom an appropnafe
purt—:hase price forthe ARR: -_: : - -

! Deloitte report findings

 In the radio interview it is claimed that the Voyages Board needed o be terminated because its members were responsible for the shortcomings identified in the

. Deloitte report which included a poor relationship between the ILC and Voyages. It is also claimed that the Deloitte report recommended that the ARR transaction be
: examined further.

: The Aegis January 2014 report examined the Deloitte report in detail. The Deloitte report does not fing, conclude or recommend that the ARR transaction be

- examined in more detail. The Deloiite report considered the ARR purchase as one case study for its governance review, in addition to other case studies. The Deloitte

1 report considered that the ARR transaction provided examples of where the ILC could formalise its protocols for communicating with government; ensure its
procurement policies are adhered to; conduct appropriate communication with stakehalders and formalise its conflict of interest dectaration policies®.

, With respect to the ILC Board governance in general the Deloitte report found that the arrangements were reascnable except for the fact that the ILC should develop
) a group wide strategy including all its subsidiary businesses; the ILC Board should clarify its own expectafions about the reporting obligations of its subsidiaries and
; align meetings of the ILC and subsidiaty Boards and sub-committees; and the ILC should develop consolidaied financial reporting that includes its subsidiaries™

: These findings related to actions that the ILC needed to undertake, and did not suggest in any way that the actions were necessary because of the performance of
: the Voyages Board. _
Key Finding 12: Deloitte- report findings: The Deloitte report does ndt-find, conclude or recemmend that the ARR transaction be examined in more defail. The
- Deloitie’ report ‘found that the ILC governance. afrangeritents ‘weré-reasonable and that” riinor ‘improvemerits ‘were. needed. The repart did not find. that these
lmprovements were requited because of the-performance of the Voyages Board

= Deloitte, Review of ILC Board Governance Arrangements, March 2013, pS7
» Z Ibid, pp7-9
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