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Disclaimer 

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

Contact 

For more lnformation about this report contact 

Vishal Ben 
Managfng Director 
Aegis Consulting Group 
361104 Miller Street Pyrmont NSW 2009 
T +61 2 9660 1706 E vberi@aeoisconsumng.com.au 

About Aegis Consulting Group 

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

• Public Policy 

• Economics 
a Government .. Strategy 

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

Purpose 

Aegis Consulting Group has been commissioned byformer Directors of the lnd[geoous Land Corporation (ILC} and Voyages to objective~y and independently: 

• Examine whether public criticisms by the rurrent Chair of ILC. Dawn Casey, ihe Deputy Chair, Ian Trust, and CEO, Mike Dillon about the ILC purchase of the Ayeis 
Rock Resort (ARR) are approprrate 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 criticisms: 
• Review and prepare a detailed history of the ARR transaction; and 
• Consider any reiated ILC and Voyages governance issues. 

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

Methodology 

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

To prepare this report Aegis has examined public statements made about the ARR transaciion, reviewed a wide range of documents in the possession of former ILC 
and Voyages Directors {including the correspondence between the ILC and Federal Government Ministers and departments in relation 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 the ILCs Borrowing Powers and Guarantee Limits, Apr~ 2011. 
• Deloitte, Review oflLC Board Governance Arrangements, March 2013. 
• Australian National Audit Office, ILC's Administration of the Land Acquisition Program, December 2013. 
• McGrathNicol, Ayers Rock Resort Re'Jiew Report, December2013. 
• Dranstield and Co, Review of McGrathNicol Report, December 2013. 

Aegis has also drawn on its corporate knowledge of the ILC. In 2010, the ILC Board commissiorled Aegis to conduct an Ext.emal Review of the PoJicies and Programs 
of the ILC. 
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Appropriateness of Public Criticism of ARR Transaction 

Over a number of months !LC Directors casey and Trust and CEO Dillon have made various public statements 1: 

• Criticising the former ILC Board's decision to purchase the ARR and governance in relation to the ARR transaction; and 
• The performance of the former Voyages Board and its decision to write down the value of the ARR to $250M. 

Formal public aiticism of organisations by their own Boards and management can have signifrcant impacts, such as weakening public, commercial and mar1cet 
confidence in the organlsa.tion. In the case of the ILC, negative publicity may also discourage lndigenoos people from seeking traineeships and employment at ARR, 
the primary purposes for which it was purchased by the ILC. 

Given these potential impacts, it would be raasonable to expect that the formal deliberations of Boards and management would examine and ensure that any likely 
ad\rerse reactions were outweighed by other strategic or commercial benefits essential to the future viabiliiy and operation oftheorganisation. It would also be reasonable 
to expect that Boards and management would only adopt public criticism of their own organisation after careful examination of all other options to achieve 1heir objectives, 
and a documented conclusion that there was no alternative pathway to secure their aims in the short to long term. 

These responsibilities would be especially relevant to the Boards and management of public companies, as well as government corporations or statutory authonties 
ultimately accountable to government and Parliament In the case ofthe ILC. its directors and management are raquired by sections 22 to 26 of the Commonweallh 
Authorities and CompaniesAct 1997 (CAC Act) to always act in the interests of the ILC and not damage Its reputation. 

In relation to the criticism of the ARR by members of the current Board and management, it is not completely clear wtiat fundamental future strategic or oommercial 
benefit the public comments are aiming to achieve, especially because: 

• The former lLC Board undertook due diligence for two yeara 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 occur about the value of assets2 and the final net purchase price was 
$292M. 

1 Statements have been attrib1Jted to them in numerous me<:lia articles from late October to late December 2013; statements have been made in an ILC media release of 18 

November 2013 in w hkh the I LC Chair called for a Parfiamentary Inquiry by the J oin.t Committee on Public Acoounts and Audit into the ARR and in an llC media release of 24 
October2.Gl3 in refationto the Voyages Board; and in evidence given by the CEO toa Senate Estimates hearing on 22 November 2013 
2 Advice from Oransfield & Co, 24 December 2013 
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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 difjgence process 
surrounding the AR.R acquisition characterises the !LC performing Hs funcffons using sound business princiµles"3• The report recommended some further legislative 
contras on ILC borrowings to align it with other government aulhocities. 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. 

• The vend-Or finance arrangements used by ILC to purchase the ARR were approved by the Australian National Audit Office (ANA0)4 in its capacity as the [LC's 
external auditors. 

• An independent review in 2013 by Deloitte of the ILC's Board governance arrangements found that the arrangements were reasonable except for the fact that the 
lLC should develop a group wide strategy induding all its subsidiary businesses; the ILC Board should clarify its own expectations about the reporting obligations 
of its subsidiaries and a~ign meetings of the ILC and subsidiary Boards and sub-committees; and the ILC should develop consolidated financial reporting that 
includes its subsidiaries5• 

• In May 2013, ~he ILC Board asked former FaHCSIA Minister, the Hon Jenny Macklin MP, to requestthat the ANAO conduct a forensic audit of the ARR purchase, 
however the Minister decuned this request and instead proposed that tile lLC conduct an end to end review of the ILC including the ARR. If the previous Federal 
Government had significant concerns about the ARR purchase, an expected response may have been to support a forensic audit of the transaction by AfJAO. 

• An independentre\liew in 2013 byMcGrathNicol {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 1he purchase was inappropriate. It also found, amongst o1her things, that 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 indlca.tes it was not prepared to purchase at any price; the ARR transaction 
was consistent with ILC powers and obltgations under Aboriginal and Torres Strait Islander Act 2005 and Commonwealth Authorities and Companies Act 1997 
Ads; and vendor finance arrangements were reasonable and not disadvantageous to the ILC6• 

• The fundamental purpose of the ARR purchase was to create an Indigenous tourism enterprise and national Indigenous tourism and hospitality training facility that 
had 1he commi1ment and economies of scale to s1gnificantly increase Indigenous employment and leadership opportunities at the ARR. and in the mtJonal 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 al! 

3 KPMG, Review of the iLCs Borrowing Powers and Guarantee Limits April 2011; p4!1. The KPMG report was commissioned by the Departmentoffamilit!s, Housing. Community 
5ervices and Indigenous Affairs ( FaHCSIA} and overs1ghted by Department of Finance and Deregulation (DoFDJ and the ILC and copied to Treasury 
4 The ANAO is the in<lependent auditor of Fed era I Government activities and spending 
s Deloitte, Review of I LC Board Governance Arrangements, March 2013 
6 McGrath N kol, Ayers Rock Resort Review Final Report, 18 December 2013 
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Voyages businesses) and enabled 370 Indigenous people to commence tourism and hospitality training at the ARR Indigenous employees now represent about 
30 per cent of all employees at the ARR7• 

• The decision 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 point in tfme. For example, the employment of 283 people alone saves the Federal 
Government aboui $21 M annually in welfare payments and over 40 years of work the gross saving is about $840M. Based on current rates of annuai training, the 
ARR may train 7,400 Indigenous people over 40 years~. 

' • In 2013 tile 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 reduced primarily from Cairns and Perth by Qantas. The 
write down was agreed to and accepte<l by the ILC Board. Over the long life cycle of the ARR, its value is likely to fluctuate depending on external trading condittons 
in the tourism sector on which it relies. 

• Examination of the correspondence between the ILC and Voyages Cha!rs during the latter half of2013 indicates that the Voyages Board had agreed to a consultative 
pathway to respond to issues of roncern raised by the ~LC, and had proposed this pathway to the lLC prior to being terminated by the ILC Board. This included the 
creation ofa Voyages Board sub-committee to focus on developing joint solutions with the ILC to address commercial issues. 

• It is not clear why the existing ILC liabilities in relation to the ARR or the financial health of Voyages have been considered excessive burdens for the lLC to an 
extent that required public crtticism of the ARR purchase given that: 

)> ltis estimated that in2013the remaining liabilities of the ILC in relatton totheARRara$155M consisting of$138M (vendor finance payment to General Property 
Trust due in 2016) and $17M (valuation uplift payment to GPT due in 2016}, plus its share of interest on the $138M loan. This liability is less than the current 
valuation of the ARR ($250M}, and it is estimated that the ILC has about $100M in cash in December 2013. 

:io- As the guarantor of the vendor finance agreement with GPT the lLC is primartry responsible for riabillties that may accrue, but it shares liabilities with Voyages 
in retation to 1he GPT loan. Over the two years since ARR was purchased the ILC has funded interest payments worth about $19. SM, and Voyages has funded 

interest payments worth about$9M. 

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

7 LLC submissiori to the Review of Indigenous Land Corporation and Indigenous Business Australia January 2014; plO 
8 Analysis by Aegis C.onsulting Group 
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• In its submission to the Federal Government's fevfew of the ILC and Indigenous Business Australia, the ILC relies on 1he ARR as one cfear example of what the 
ILC has been able to achieve to benefit Indigenous people. The lLC uses this example to support Ets argument that the lLC and IBA should remain separate 
organisationss. 

Potential Implications of Public Criticisms 

It is possible that public criticisms of the ARR purchase by members of the ILC Board and management may have undennined confidence in the ARR amongst existing 
and potential firms wishing to enter business, investment and/or sponsorship arrangements with the ARR. Public statements may have also reduced consumer 

confidence 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 participating in the ARR. 

If this is the case, statements may have commercially damaged a Federal Government asset. Actions that damage the commercial position and reputation of the ARR 
may be in breach of obligations contalned in Sections 22 to 26 of the Commonwealth Authorities and Companies Act 1997 {CAC Act). These sections require Directors 

and Officers of Ccmmonweal1h authorities to amongst other things: 

• Exercise powers and discharge duties with a reasonable degree of care and diligence: 
• Make judgements in good faith and on a rational basis in the best interests of the Commonwealth authority; and 
• Not improperty use their position to cause detriment to the Commonwealth authority or to another person. 

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

The discussion in ttlis report about the appropriateness of the public crrncisms indicates that it is not completely clear wtiat fundamental future strategic or commercial 

benefrt the public comments by members of the ILC Board and management are aiming to achieve, and also not completely clear that any objectives the members of 
the Board and management had in mind could only be achieved by publicly criticising the ARR and the previous ILC and Voyages Boards. 

Accordingly, it may be appropriate for ttie Federal Government to examine the impact of lhe public criticism of the ARR on ttle reputation of the ARR as a commercial 

employer and training facility. This is particularly because the ILC purchased the ARR to enable it to significantly increase Indigenous employment and training. 

5 ILC submission 'l'.o the Review of Indigenous land Corporation and Indigenous Busines5 Australia January 2014; p2 
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Related ILC Governance Issues 

In 2013 the lLC Board commissioned McGrathNicol (MN) to review the ARR purchase and the ARR commercial strategies going forward. MN acknowledged10 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 provided by ILC; 
• The lLC 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 JLC 

obligations; and 
• While MN undertook a value for money assessment of the ARR purchase, it did not consider any of the benefits or non-financial outcomes that may have been 

taken into account by the Board at the time, already achieved or projected to be achieved. 

These limitations are significant. partictJ!ar1y if the ILC was seeking to fully and transparently evaluate the costs, benefits and overall 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 appo!nted a new one on the basis that difficulties faced by the ARR required a refrash of the 
Board with more appropriate commercral skills and expertise. Three subsequent actions by the ILC seem incongruous with this decision: 

• The ILC Board replaced the previous Voyages Board whose members included leading strategic tourism and investment market experts, with a new Board that 
appears to have more lmited strategic tourism, resort and commercial investment experience11• 

• One of the new Voyages Board members appears to have been convicted in the Northern Territory of the criminal offence of aggravated assault. Under liquor 
licensing laws this may prevent the Voyages Board from holding the liquor licences fortheARR12• 

• Despite replacing the fonner Board on the basis that Voyages needed to improve lts perlormance, in December 2013 the ILC Chair and the new Voyages Board 
Chair announced thal they were very happy with the management of the ARR and wnat had been actlieved since 2011 in ra!ation to indigenous employment and 
training~3. 

10 McGr:athNkol, Ayers Rock Resort Review final Report 18 December 2013 
u Based on an assessment of public information about the experience of former and new Voyages Board members 

:u .Judgement of Mr VM Luppino SM, Court of Summary Jurisdiction, Northern Territory, Judgement ID number (200&) NTMC 054 
B C.Omments attributed to ILC Chair (Dawn casey) and Voyages. Chair (Lisa Gay) in The Australian, 'newly appointed Ayers Rock Resort board gives thumbs. up on achievements', 6 

December 2013 
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Lt also seems curious that the ILC decision to sack the Voyages Board was made Oefore MN de!ivered 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 to 
$250M;a11d 

• The Voyages Board had communicated to the ILC Board its decision to create a sub-committee to manage the commerciat 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 ffle ARR and reduce the liabHity for the ILC. 
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1. EXAMINATION OF THE APPROPRIATENESS OF PUBLIC CRITICISMS OF THE ARR 

1.1 Overview 

The table below summarises the main public criticisms of the ARR purchase and related infonnation identified in this review. When assessed against all the available 
information about the ptirchase of the ARR and subsequent overslg ht by the former Voyages Board, it is possible that the public cliticisms of the ARR by members of 
the ILC Board and management are not fully appropriate, and potentially misfeadi!ig. 

The ILC debt arising from the ARR is $200M • 
and this will undermine its capacity to fund its • 
wider programs. 
Voyages is unprofitable. • 

The Mite down in the value of the ARR by the • 
previous Voyages Board to $250M indicates 
that !LC paid too much for the asset. 

• 

• 

There were poor processes and governance • 
associated with the ARR purchase. 

It is estimated that the remaining ILC debt in 2013 is $155M plus its share of Interest on the vendor finance. 
it is estimated that in December 2013 the ILC had cash on hand of about $100 million. 

Voyages returned a-cash profit of $12.4M EBITDA in 2012-13 and has a forecast profit of $14.4M EBITDA in 
2013-14. 
The net purchase price {$292M) was consfstent with 3 independent valuations obtained by the ILC between 2008 
and 2010. An additional independent valuation obtained by Voyages in 2011 detennined that the asset value 
was higher than the price paid. 
Criticisms ignore the fact that (1) it is inappropriate to apply a point in time approach to value an asset deiivering 
benefits over a long time and {2) valuing an asset like ARR is difficutt and it is normal for views cl experts to vary 
value by 10-15%16• 

Because of air capacity being reduced prtmarilyfrom Cairns and Perth by Qantas. trading dropped off by more 
than 30% and the Directors were I all and financial! bound to re nise that im act. 
Before making a decision, the former ILC Board undertook a due diligence process over two years during which 
key risks were considered and risk mitigation strategies developed. 

14 Statements have been attributed to them in numerous media articles from late October to late Dea:mber 2013; statements have been made in an !LC media release of 18 

November2013 in whidt the ILCCharrcalled for a Parfiamentaiy Jnquiry by the Joint Committee on Public Accounts andAuditintotheARR and in an ILC media releaseof24 

October 2013 in relation to the Voyages Boar-cl; and in evidence given bv the CEO to a Senate Estimates hearing on 22 November 2013 
iS Information obtafned and data assessed from documents in the possession of former ILC and Voyages Directors and consuit.ltions with them 
1
" Evaluation by Dransfield & Co, 24 December 2013 

January 2014 Report on Indigenous Land Corporation Issues 10 

.... 
0 
....... 
0 
w 

.... 
(JI 

0 
w 



a.aegisconsulting 
"", group 
P\lb!icPolicy- Eronomics -GoRmment-S~ 

• 

• 

• 

The former ILC Board was divided about the .. 
ARR purchase. 

The purchase of the ARR was a mistake. "' 

• 

• 
• 

An independent rerx>rt by KPMG in April 2011 17 found that the "comprehensive and timely due diligence process 
surrounding the ARR acquisition characterises 'liie JLG performing its functions using sound business principles". 
The vendoriinance arrangements used by ILC were approved by the Australian National Audit Office {ANAO) in 
its capacity as the ILC's external auditors. 
The tim1ng of the transaction enabled the ILC to obtain vendor finance on better than market terms at the bottom 
of the cycle and this was valuable18• The net present value of the pa:;;ments to General Property Trust (GPT), 
which provided the vendor finance were significantly less than the face amount19• 

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

The lLC purchase has lifted Indigenous employment at ARR from 1 to 215 (283 across all Voyages businesses) 
and enabled 370 Indigenous people to commence tourism and hospitality training at the ARR. 
The employment of283 people alone saves lhe Federal Government about $21M annually in welfare payments 
and over 40 years of work. the saving is a.bout $840M. 
ARR could directly employ more lndlgenol.iS people and at current rates would train 7,400 over 40 years . 
The purchase of ARR enabled the lLC to deliver its vision including: 
> Creating an Indigenous tourism enterprise that employs signifteant numbers of Indigenous staff. 
};- Creating a National Indigenous Tourism and HospitaHty Training Academy at Yu~ra that produces nationally 

accredited Indigenous graduates and transitions them to employment in ARR and mainstream tourism and 
hospitality industries, including development of an Indigenous tourism leadership capability. 

> Acquiring land of significant cultural value, that had a Native Title case rejected in the Federal Court, and 
granting that land to an appropriate indigenous title holding body, with arrangements that allow the continuing 
operation of ARR ( 1hroogh a lease back arrangement until such time as the land owning corporation 
developed the full capacity to operate ARR}. 

> Working in partnership wtth local lndigenous communities to train Indigenous youth and assist their transition 
into emplo;ment in ARR and the tourism industry. 

1.
7 The KPMG report was commissioned by the Department of Families, Housing, Community Services and Indigenous Affairs (FaHCSIA) and overs[ghted by Department of Finance 

and Deregulation (DoFD} and the ILC and copied to Treasury 
:!! Evaluation by Dransfield & Co, 24 December2013 
15 Advice from Grant Samuel which conducted the due diligence fur the ARR purchase 
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The former Board did not consult with the • 
former Federal Government about the ARR in 
an appropriate manner. • 
Former Ministers Macklin and Wong warned • 
the [LC against the ARR purchase. • 

• 

From 2008-2010 the ILC regularly briefed Minister Macklin and Mr Dillon (an adviser to Minlster Macklin) and 
FaHCSlA, and ttien, when requested, Minister Wong and her advisers in DoFD. 
The Prime Minister's Office, the Tourism Minister and the Employment Minister were also kept advised. 
The Ministers raised reasonable issues and asked for further infonnation which was fully provided by the ILC. 
At the end of the transaction Minister Wong formally thanked the ILC for its co-operation. 
The April 2011 KPMG report20 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 concerns wiihtn government about the ARR purchase, 

1_2 General Responsibility of Boards and Management 

lt is always prudent for Boards and management to ensure that thetr activities and governance meets best practice. In certain circumstances a pub~ic airing of issues 
may be warranted 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 1hat are aitical and fundamental to the future viability and operatLon of the organisation. 

Before embarking on a public debate about organisational beha:Viour 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 theirfonnal Board and management committee deliberations. 

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

It would also be reasonable to expect that the Board and management of an organisation would only pursue pubHc crfficism of their organisation's activities and/or 
transactions after careful examination of all the options and reaching a formal conclusion that there was no alternative pathway to achieve their objectives in the short 
to long term. 

20 The KPMG report wasrommissianed by the Department of Families, Housing, Community Services and ~ndigenousAffairs {FaHCSIA) and oversighted by Department of Finance 
and Deregulation (DoFD) and the ILC and copied to Treasury 
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In relation to the cliticlsm ofttie ARR by members ofthe current Board and management21, it is not complete[y clear what fundamental strategic or commercial benefit 
the public comments are aiming to achieve, particularly given the fact that 

• Vanous independent reviews have not tdentifted any major lapses in ILC governance and decision making concerning the ARR purchase orgenerally2Z; 

· • The ILC investment in the ARR was to create a commercial operation that had the commitment and economies of scale to significantly increase Indigenous 
employment and training at the ARR ai-id in the national tourism sector, and 

• There is 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 AborigjnaJ and Torres Strait islander Act 2005 (ATSI Act}. 

The nature of the pub1ic 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 ttie ILC was now burdened wtth a liability it did not want Examination of correspondence between the !LC and Voyages Chairs also suggests that the 
ILC may have had some issues wlth the corporate relationship it had with Voyages, and the focus of the Voyages Board in prioritising the interests of Voyages. 

However it is not clear that these potential problems could not be solved in any other way tha.• publk:ly criUcising the former ILC and Voyages Boards culminating in the 
lLC Chair calling fur the Prime Minister to commence a Parliamentary inquiry into the ARR transaction25• In traditional government administration, public policy and 
public affairs terms this is a very serious request. and one that suggests the presence of an embedded and irretrievable problem that has signlficant national policy 
consequences, and therefore justifies and can only be exposed and resolved by the public scrutiny of Parliament. 

Examination of the. correspondence between the !LC and Voyages Chairs during the latter half of 2013 S"Lrggest that there were other available pathways to reso~ 
rommerc1al issues. For example, in response to concerns about shared liabilities in relation to the ARR raised by the ILC Chair. the Voyages Board had agreed to 
create a specific sub-committee and consultative process to address these issues and had proposed this to the ILC prior to being terminated by the ILC Board. As 1he 
Voyages Board consisted of some of Australia's most experienced Directors who wei-e members of the ILC Board ai the time of the ARR purchase, it is reasonable to 
assume that their intention was to work constructively with the ILC Board to manage the ARR's commercial issues consistent with the objecteves of the investment. 

21 Statements have been attributed to them in numerous media articles from Eate 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 lnqu1ry 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 Voyages Board; and in evidence giv<:n by the CEO to a Senate Estimates hearing on 22 November 2013 
22 Reviews by KPMG (2011), Deloitte {2013). McGrath Nicol {2013); Australian National Audit Office (2013} 

2l ILC media release of 1.8 November 2013 
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1.3 Key Public Criticisms of the ARR Purchase and Voyages Board 

In a range of forumsZ4 ILC Chair, Dawn Casey, ILC Deputy Chair, Ian Trust, and ILC CEO, Mr Mike Dillon, have made public statements that have variously expltcitly 
or implCedly suggested that: 

11: The former l LC Board dld not proper1y inform former Ministers the Hon Jenny Macklin MP (Indigenous Affairs) and Senator the Hon Penny Wong {Finance) about 
the ARR purchase; and (2) the ~LC Board purchased 1he ARR, despite being warned by the two Ministers not to do so. 

• The investment in the ARR was a mistake because (1) the book value of 1he 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 $1 OM on a vendor iinance loan that Voyages could not fund; and (4) the ILC will be forred to cover future liabilities of 
Voyages because it is unprofttabie and this will reduc.e the funding available to the ILC for its wide'. programs for the next 15-20 years. 

• The former Voyages Board had to be replaced because (1) lhe Delottte Report commissioned by the ILC recommended improvements to govemanoe; (2) the ILC 
has commissioned a serious review of the ARR purchase, valuation and strategies going forward; {3)theformerVoyages Board wrote down the book value of the 
ARR; (4) the ARR is facing serious financial challenges because of long term structural decline in its operating environment and the scale of borrowings to fund the 
ARR purchase; and (5) there was a need to strengthen the financial sustainability of the Voyages businesses, reinvlgorate 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 projects aJI around Australia, and better outcomes coold 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 l LC Board is at Attachment A. 

Based on the material and documentation made available during this review, including the correspondence between the ILC and fonner Ministers Macklin and Wong 
and their respective departmer1ts, it is reasonably clear that 

24 Statements have been attributed to them in numerous media articles from late October to late December 2013; statements have been made In an llC media release of 18 
November 2013 in which the ILC Chair called for a Parliamentary tnquiry by the Joint Committee on Publk Accounts and Audit into the ARR am:! in an ILC media 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. No\tember 2013 
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• In 2008 the lLC began to consider acquiring ARR This occurred after Mr Dillon (in his then capacity as an adviser to Minister MackHn} brought to fhe attention of 
the ILC that the Aboriginal Corporation called Wana Ungkunytja (WU} had a proposal to partner with tile ILC to purchase ARR for the eventual divestment of the 
asset to an Indigenous Corporation consistent with the objectives of the lLC under the ATSI Act25• 

• ln September2008 ILC commenced aduedilige11ce process undertaken by independent commercial and legal experts. At this time, the ILC Board and CEO began 
regularly briefing Minister Macklin and her advisers. 

• Originally WU and ILC sought the pennissioo of Minister Macklin to use funds k1 the Land Account administered by the Department of Families and Housing, 
Community Services and Indigenous Affairs {FaHCSIA) to purchase the ARR (in June 2010 the Land Account held $1.8 bilflon). In April 2009 Minister Macklin 
refused the use of the land Account to purchase ARR on the primary basis that the i nvestrnent would not meet the criteria for an investment of the Land Account 
under the Financial Management and Accounrability Act 1999. The ILC indicated to her that it would pursue private finance options as it has the power to do under 

theATS1 Act 

· • When it was unable to secure suitable private finance arrangements, the lLC suspended the due diligence on the ARR transaction in mid-2009, and advised Minister 
Macklin's advisets accordingly. 

.. When suitable finance arrangeffi€nts became available in mid-2010, ttie !LC re-commenced the due diligence process and advised Minister Macklin accordingly. 

• The ILC commissioned a comprehensive due diligence including independent commercial assessment, independent sensitivity analysis which identified risks; an 
independent SWOT analysis which identified that the benefits outweighed the risks; a contingency plan to manage Jisks; 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 attract and retain Indigenous 
trainees across the country for the national tourism and hospitality industry26• 

?S E mall correspondence 26 September 2008. WU, which represents business interests of i:he local Ana ngu communities surrounding U I uru, was granted first right of refusal over 
the ARR by the previous owners. Following the I LC purchase of the ARR, WU received two seats on Boan:l of the I LC subsidiary (Voyages) created to manage the ARR and other ILC 
owned tourism assets, and 7% equity ownership in Voyages approximately in 10 years' ti me. As pa rt of the ARR divestment strategy a process was to be developed by the LLC and 
Central Land Counci I to identify an appropriate Indigenous Corporation to whkh the ARR could be divested once it is free of any financial encLlmbra nces. Under the ATSI Act, t~ I LC 
is only obliged to divest an asset in a reasonable time having regard to the availability' of an appropriate Indigenous Corpo;ation and other relevant issues in the circumstances, and 
the I LC may operate an asset until that time. This has been conti rmed by the full bench of the Federal Court 
26 The due diligence was led by Grant Sam uet and ind uded a range of other consultants 
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11 During the due diligence process: 
)- Due diligence material was provided both proactively and in response to requests from former Ministers Macklin and Wong between June and October 2010. 

This included independent sensitMty analysis and contingency plans. 
> The lLC Board obtained external legal advice which confinned that the transaction was within the legislative competence of the ILC under the ATSl Act. 

• On no occasion did the Ministers formally or specifically warn 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 consistsnt with the obligations of !LC Directors under 
the CAC Act and ATSl Act The Ministers asked. the ILC Board to exercise proper care and diligence about the transaction given the size of the investment and 
associated risks. The Ministers accepted that ultimately the ILC Board had to satisfy itself that the purchase was consistent with its obligations unclerthe respective 
Acts and that Directors had exercised all care and diligence. 

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

• During !he due diligence process fonner Ministers, the Senator the Hon Mark Arbib (Employment) and the Hon Martin Ferguson MP (Tourism) were also regularfy 
consulted by the ILC. These Ministers actively supported the ILC purchase of the ARR During the recent public debate about the purchase of the ARR, former 
Minister Ferguson publicly confirmed his support for tt now and when he was tourism Minister. 

" At its meeting on 1 October2010wherethe ILC Board agreed to purchase ARR, 5 of the 7 Directors voted in favour of it Two Directors, one of whom was Mr Trust, 
abstained. Mr Trust gave no reason for his abstention. The Australian National Audit Office stares the 1LC's, "Minutes of the board meeting recorded that frank and 
interactive discussion occurred around the proposal and that foOowing these discussions, the board urtimateiy agreed to proceed with the acquisition--zl. 

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

• At the end of the transaction Minister Wong wrote to the fonner !LC Chair to thank her for the level of cooperation shown by the ILC during the transaction. including 
the provision of an requested information in a timely manner. 

27 ANAO, Indigenous Land Corporation's Administration of the landAcquismon Program, 17 Oecember2013; p20 
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• In October 2010 FaHCSIA, commissioned KPMG to review the borrowing powers and guarantee limits of the ILC. The review was ovsrsighted by DoFD and the 
ILC and a copy was provided to Treasury. The review examined the ARR purchase in detail as it was material to its assessment of borrowing and guarantee issues, 
and found 1hat the "comprehensive and timely due diligence process surrounding the ARR acquisition characterises the /LC performing its funcilons us{ng sound 
business principles~. 

1.4.1 KPMG Report 

In 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 retative to the under1ying land with an Indigenous 
interest brought into question whether the ARR transaction was within the charter of the ILC, particulaliy as Jndigenous Business Australia (lBA) was created to 
acquire businesses for the benefit of Indigenous people. However independent legal advice obtained by the ILC Board in August 2010 in<ficated that the ARR 
transaction was within the parameters of the legislation enabling the lLC, and that it fulfilled the objectives forwhk:h the lLC was created. 

• It would be appropriate for the Minister for Finance to have the power to approve the ILC's borrowings and guarantees, as ILC debt and liabilities can have an 
impact on the Government's budget. It wouki also be appropriate to align the ILC's borrowing and guarantee powers with other bodies governed by the CAC Acl 
However these changes should not prevent the ILC from ente.ing into borrowing and guarantee aLangements where necessary to support its commercial 
operations. Both of these outcomes would require the ATSJ Act to be amended and it was the preference of DoFD to do so. 

The previous Federal Government does .QQ! appear to have introduced legislation to implement these recommendations. The introduction of legislation to implement 
the KPMG reoommendafions would have been an expected response if there were serious concerns wfthin government about the ILC's purchase of the ARR. 

1.5 Benef'Ets of ARR Purchase 

Based on the material and documentation made available during this review. and assessment of the purpose and benefits of the ARR acquisition, jt is reasooably clear 
that: 

• The purchase of the ARR enabted the ILC to deliver its vision at the time that induded: 
> Creating an Indigenous tourism enterprise that employs significant numbers of Indigenous staff. 

28 KPMG, Review of the ILCs Borrowing Powers and Guarantee Limits 2011; p49 
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~ Creating a National Indigenous Tourism and Hospitality Training Academy at Yulara that produces nationa!!y accredited Indigenous graduates and transitions 
them to employment in ARR and mainstream tourism and hospitality industries, including development of an Indigenous tourism leadership capability. 

> Acquiring fand of significant cultural value, that had a Native Tttle case rejected in the Federal Court, and granting that land to an appropriate Indigenous title 
holding body, with arrangements that allow the continuing operation of ARR (through a lease back arrangement until such time as the land owning corporation 
developed the full capacity to operate ARR). 

)' Working in partnership with local Indigenous communities to train Indigenous youth and assist their transition into emproyment in ARR and the tourtsm industry. 

• Prior to the lLC 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 people have commenced training programs and 215 Indigenous people are employed at ARR {about 30% of total staff) 29• Of the employees, 17% are 
from the local Anangu community in Uluru. A fur!her68 Indigenous people are employed at the other tourism assets managed by Voyages. 

• It is widely accepted that the greatest single path.way to acflieving the Council of Australian Government'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 
rea!jobs. The ARR's focus on tourism employment and training is achieving this, and arguably provides Voyages with the most effective Indigenous training and 
employment program in Australia by 'l/Olume, reach and success. 

• The ARR transaction is consistent wflh the legislative intention underpinning 1he creation of the lLC by the Keating Government. That intention was to create a fund 
separate from government that could be used to purchase aboriginal land as well as other strategic assels for indigenous economic, cultural, social and 
environmental purposes. Seven days after the ARR transaction was finalised Mr Keating oontinned this intention by stating that "The ILC is now in an advantageous 
financial position such that it is able to spend funds on assets other than simply the purchase of land. The land fund and the land corporation initiative stand as 
another successful outcome of the 1993 Native Title Act negotiations. "30 

• The view expressed by Mr Keating is consistent with the independent review conducted by Aegis Consulting Group in 2010 of the !LC's performance. That review 
concluded that the !LC has wide discretion under the ATSJ Act to determine how, where, and when it wm acquire, manage, divest or otherwise treat with land to 
deliver one or more ofits legislated purposes, and that this level of discretion property underpins the capacity of the ILC to fulfil 1ts legislated purpose. The review 
also cone! uc:led that whlle the I LC's focus -0n training and employment is not speclfically referred to in the A TSI Act, its provision is rons:istent with the Act This is 
because access to training and employment is a fundamental practical instrument that is partly necessary for the ILC to achie\1€ its legislated purpose to deliver 
socio-economic benefits for I ndigenoos people31 • 

29 lLCsubmission to the Review of ILC and IBA January 2014; p10 
30 The Hon P 3 Keating, Lowitja O' Donoghue Oration, n Lowitja O'Donoghue ond Native Title; Leadership pointing the woy to identity, jocfusion and justjce", 31 May 2011 
31 Aegis Consulting Group, External Review of the Policies and Programs of the I LC, 2010 
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• It is estimated that the cost to the Federal Government of supporting welfare dependent Indigenous people rs an average of $75,000 per person each year-32. By 
this estimate 1he Voyages employment and training programs, deliverable because of the ARR economies of scale, are saving the Federal Government about 
$21 M {based on 283 people employed) in welfare payments each year. Over a 40 year period in which these people 'Will continue to work, rather than collect welfare 
benefits, the Federal Government is potentially saving up to $840M (2013 prices)33• 

· • If 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 
ttiroughputover the last 2 years), and those people gain employment at the ARR or in the broader tourism or other sectors, the Federal Government is saving up 
to a further $555M in welfare payments. There wol.lld be further sav'ings when taking into accoontthe multiplier effect of each of these trainees working fnr the rest 
of their lives, instead of receiving welfare payments. These savings would be partially offset by any government subsidies ttiat the ILC received for employing and 
training Indigenous people34• 

• When considering the benefits it is relevant to consider that: 

~ The funds made available by lenders for the purchase of the ARR would not have been made available to the ILC to purchase other projects all over Australia. 
Ttie funding was provided because of the value of the ARR asset and its specific capacity to deliver rates of return expected by !enders. 

> Spreading $20M across 2{) tourism projects (as suggested in some of the public criticism of the ARR purchase) would be unlikely to enable those projects to 
detiver the same high quality tourism and hospitallty training outcomes achievable through the economies of scale of the ARR. lt is the quality of training in a 
shared expertence environment that will equip Indigenous employees to secure and retain their competitiveness in the employment market in the tourism and 
other sectors. There is little evidence that spending for piece meal job creation leads to sustainable employment outcomes and the kind of inter-generationru 
economic advancement that only skilled employment can deliver. The CDEP is one example of the limited success of a piecemeal approach. 

31 Hand M Hughes, Centre for Independent Studies 2011 
3

;i. Analysis by Aegis Consult1ng Group-
34lbid 
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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 acquisition, it is reasonably 
ciearthat: 

• The ILC purchased ARR for $317M. To reduce its up-front costs and immediate financial risk, ILC negotiated a transaction under which the ILC agreed to pay the 

vendors, General Property Trust (GPT) and Voyages Hotels and Resorts (VHR}, the purchase price over 5 years. The payments were structured. as follows: 

ILC Pavment $M Tvce of Pavment and Due Date Source of Fundi na 
13.5 Deposit on exchaooe (15 October 2010) JLC 
67.5 Completion oavment ori settlement (23 Mav 2011) ILC 
81.0 Milestooe payment12 monthsaftersettlement(23 May2012) ILC {$26M) 

Vn=~ {$55M1 
138.0 Milestone pavment tn vear 5 Vendor finance from GPT 

17.0 Minimum valuation uoliftoavment m year 5 lLC 
317.0 

• Under the transactfon 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 
$2.92M. Thls price was oonsisrent with the 3 valuaUons obtained by lLC between December 2008 and October 201 O. These valuations were $292M (Grant Samuel 
in October 2010); $270M (CBRE Hotels in May 2009): and $290M {Colliers International in December 2008). A further independent valuation commissioned by 
Voyages in August 2011 detennined that the fair value of assets acquired was margfrlally more than the purchase price paid. 

• Upon the cootract compleUon date (May 2011) tile ILC transferred 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 
to ILC. 

• The total debt accumulated by the ILC in the ARR transaction overs years to 2016 ls $219M {the payments owned to GPT underthev9f'ldorfinance arrangement) 
plus its share of the interest on the GPT loan. The vendor finance arrangements agreed to by lLC were approved by the Australian National Audit Office (ANAO) in 
its capacity as the ILC's external auditors. 

• As the guarantor of the finance agreement the I LC is primarily responsible for [[abilities that may accrue and it shares flab ilitles w;th Voyages in relation to the G PT 
loan. Over the two years since ARR was purchased the ILC has funded interest payments worth about $1S.5M and Voyages has funded interest payments worth 
about$9M. 
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• The total borrowings by the ILC in the ARR transaction over 5 years to 2016 is $236M (the $219M debt + $17M valuation uplift payment to GPT in year 5}. This 
borrowing was within the ILC's permitted $300M borrowing limit It was made dear to GPT at the time that the ILC, not the Commonwealth Government, is the 
guarantor of liabilities. 

• Under the shareholder loan between LLC and Voyages, ILC expects that Voyages wm pay it $157.SM 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. 

• In 2013 the remaining liabilities of the ILC are $155M consisting of $138M (vendor finance payment to GPT due in 2016) and $17M {valuation uplift payment to 
GPT due in 2016), plus its share of interest on the $138M loa!t. 

• In 2013 the value of the ARR was estimated to be $250M, more than enough to cover the ILC's totat liabilities {$155M plus interest), even Jn the unliketyevent that 
Voyages is unable to fully pay !LC the expected $135.SM in 2016. This doesn't include the $60M loan to Voyages from ANZ that Voyages is solely and directly 
responsible for servk:ing and is doing so in a timely fashion. 

YeaJS Gross Fonding from Voyages Net Liabilities Asset Kumber of lndigenolSS Gross Savings in Federal Government Welfare 
Liabilities of to ILC$M ofJLC $M Value of Employees/Trainees at ARR and Payments to Indigenous Employeeslfrainees 
ILC$M ARR in Voyages Other Tourism Businesses 

2Q13$M 
2011- 236.0 1S7.6 plus iritereston 78.4 plus 250.0 • 1 in 2010 prior to ILC purchase • 283 employees of Voyages save at least $21 M 
2016 plus in1erest GPTloan interest on • 370 trainees since ILC purchase il each year and up to $840M over 4() years 

oriGPTloan (Based on assumed GPTloan 2011 • Al current uptake rates there may be 7,400 
level of Voyages • 283 employees in 2013 (215 at trainees over the next 40 years. rf they all fifld 

profitab~ity at the time of ARR) sustainable employment it saves at least a 
purchase) . Higher future targets for further $555M. 

trainees/employees • Net savings would be less YJhen considering 
any 9011emment payments 1D Voyages for 
emD!ovino and lrainina lnciaenous oeoole. 

• It is estimated that in December 2013 the ILC had cash on hand of about $100 million. 
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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 reasonably ciearthat 

In 2012-13 the Voyages Board reduced the value of the ARR from $312M to $250M. 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 !ega~y and financially bound to amend the va,ue of tile ARR in recognition of the impact of difficult trading conditions, inctuding the 

raduction of air capacity from Cairns and Perth by Qantas, which lowered trading at ARR by more than 30%. 

• The book value of assets can change up and down over the l[fe cycle of an asset. Asset downgrades oft.en reflect difficult trading environments, such as the one 

being experienced by the regional and remote tourism sector in Australia. Asset valuations can rebound when market conditions improve.35. In a letter to the Chair 
of the Senate Finance and Public Administration Legislation Committee of the Australian Parliament, the former ILC Chair has made the point that the write down 
of the ARR is immaterial to the ILC because it is obliged to divest the asset to an Indigenous Corporation over time and during this time valuations will iluciuate36. 

• In 2012-13 Voyages recorded a cash profit of $12.4M EBJTDA 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 costs. The rural and 
remote tourism sector is experiencing diffteufty 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 Voyages 2012-13 profit and projected 2013-14 is not reflective of a structural decline. 

• The former Voyages Board had a business strategy in place to increase revenue and lower costs without undermining the commitment to Indigenous employment 

and training. 

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

3S Advice from Dransfield & Co, 24 December 2013 
36 Ms Shirley McPherson, 9 Dec~mber 2013 
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1.8 Management of ILC and Voyages Relationship 

In 2013 the ILC commissioned Deloitte to review the board governance arrangements oftlle ILC. Deloitte found that on the whole the JLG governance arrangements 
were reasonable but recommended that37: 

• The ILCdevelop a group wide strategy including all its subsidiary businesses; 

• The ILC Board 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 lLC de~op consolidated financial reporting that includes its subsidiaries. 

In the ILC Soard meeting on 23 September 2013, the independent Ci'1air of the ILC audit and risk management committee praised ihe financial reporting of Voyages 
and the alignment between the financial reporting of Voyages and needs of the rLC Board38• 

Given this, it would not appear that the Deloltte rBport or the management of audit and risk issues by Voyages support the te nnination of the Voyages Board. 

~ Deloitte, Review of ILC Board Governance Arrangements, Mardl 2013 
311 Minutes of the Board meeting 
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2. RELATED ILC GOVERNANCE ISSUES 

A chronology of events relating to ILC governance after the ARR purchase is at Attachment 8. 

Two actions taken by the current ILC Board in 2013 in response to its concerns about the ARR purchase have been: 
• To commission a review of the ARR purchase, which was conducted by McGrathNicol (MN); and 
• Terminate and replace the former Voyages Board. 

2.1 ILC Review of ARR 

The MN review39 was commissioned by the ILC Board even though the ARR purchase had been already examined by KPMG in 2011 and found to be consistent wfth 

sound business practices and ILC obligations. 

In its report MN acknowledged that its review had three limitations. These were that 

• Even though thetenns of reference required a forensic audit of the ARR transaction, MN did not conduct an audit orvertfy any information provided by ILC. 
• The !LC did no~ give MN access to the 2011 KPMG report 
• As part of its value for money assessment of the ARR purchase, MN did nQ! consider any of the benefits or non-financial outcom€s that may t>ave been taken into 

account by the Board at the time, already achieved or projected to be achieved. 

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

The MN report identiiied that there were gaps in reo:in:I keeping and documentation of decisions relating to the ARR purchase. and the implementation of agreed risk. 
management activities. The report concluded that "the /LC tNas deficient jn documenting the appropriate deliberation and assessment required to demonstrate soond 
business principles. This does not moon that the acquisition itself was inappropriate"'40• 

The 1inding by MN in relation to the purchase process appears opposite to the cone! usioos of KPMG in 2011 that the ~comprehensive and timely due dHjgence process 
surrounding the ARR acquisition characterises the fLC performing fts functions using sound business principles'«E1 and the Australian National Audit Office in 2013 that 

39 Mc:G rath Nicol, Ayers Rock Resort Review Final Report 1S December 2013 
40 Ibid; pU 
" 1 KPMG, Review of the ILCs Borrowing Powers and Guarantee Limits 2011; p49 
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the ILC's, "Minlltes of the board meeting recorded that frank and interactive discusskJn occurred around the proposal and that following these discussions, the boa!d 
ultimately agreed to proceed with the acquisition""2• 

Other key findings of the MN review included that 

• The financial model relied on by the I LC Board when assessing the ARR purchase was conservative. 
• The ILC was a motivated purchaser, but the process indicates it was not prspared to purchase at any price. 
• The transaction was consistent with 1LC powers and obligations under ATSI and CAC Acts. 
• Vendorflnance arrangements were reasonable and not disadvantageous to the lLC. 
• A comprehensive risk management plan dealing with operational and transactional risks was prepared. 
• The post purchase risk assessment and mitigation strategy in retaoon to occupancy was reasonable. 
• The ILC Board decision was based on and followed the advice of consultants. 

2.1.1 I LC Management of the Review 

Some statements made by the iLC Chair raise questions about the ILC approach to the MN review of the ARR. For example: 

• In a letter to the former ILC Board member and Voyages Chair, David Baffsky A043, Director casey says "I and other ILC Board Directors do have a focus and 
commitment to good corporate governance, and we are detennined to ensure that the poor processes and outcomes associated with that [ARR] acquisition are not 
swept under the carpet".. These statements seem to Pfe-empt the outcome of the independent review by MN, which was still underway at the time the lLC Chair 
wrote to Mr Baffsky. 

• It is curious that the I LC Chair made her statements to Mr Baffsky despite the fact that ttiere is no Ende pendent €Vidence that { 1) the ARR acquisition involved poor 
processes or outcomes or (2) the previous Board tried to 'sweep lssues under the carpet' or {3) that previous Directors did not have a oommitment to good 
governance. The findings of this current assessment and those of KPMG, ANAO and MN in their reviews are that the ARR acquisition involved 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 detail was materiaJ to its 
assessment and recommendations to the previous Federal Government about the !LC's borrowing and guarantee powers. KPMG found that the "comprehensive 
and timely due diligence process SU!rounding the ARR acquisition characterises the JLG pertorm;ng its functions using sound business principfes"44. 

42 ANAO, the Indigenous land Corporation's Administration of the Land Acqujsition Program, 17 December 2013; p20 
43 5 December 2013 
.c4 KPMG, Review of the llCs Borrowing Powers and Guarantee Lim its 2011; p49 
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2.2 Replacement of Voyages Board 

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

• In October 2013 the ILC Board sacked the former Voyages Board for a range of explicit and inferred reasons including 1hat45: 
»- The Deloitte ravtew commissioned by the ILC recommended improvements to governance; 
::;.:.. The ILC had commissioned the MN review of the ARR purchase. valuation and strategies going forward; 
Ji> The former Voyages Board wrote down the book value of the ARR to $250M; 
)> The ARR was facing serioos financial challenges because of long term structural decline in its operating environment and the scale of borrowings to fund the 

ARR purchase; and 
)> There was a need to strengthen the financial sustainability of the Voyages busfnesses, reinvigorate marketing, attract more visitors and better align the strategies 

of the ILC and Voyages. 

.. The decision to 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 
Jo>- The Voyages Board had communicated to tlle ILC Board its decision to create a sub-committee to manage ttie commercial relationship between the LLC 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 ranonale provided for the replacement of the Voyages Board seems incongruous. In particular: 

• The Deloitte review primarily recommended that the I LC develop a group wide strategy including all its subsidiary businesses, clar[fy its own expectations a.boot the 
reporting of subsidiaries and consolidate financial reporting of subsidiaries. These recommendations do not appear to support the sacking of tlle Voyages Board46• 

• The MN review report was detivered in December 2013, about two months after the Voyages Board was sacked. It seems pre-emptive for the lLC 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 

45 ILC media release of 24 October 2013 and numerous media comme~t attributed to the ILC Chair between 24 Octoi::>er and late December 2013 

~ Deloitte, Review cf ILC Board Governance Arrangements, March 2013 
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going foiwarn. This is particular1y 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 futu re47. 

• The ILC Board considered it was essential to replace the Voyages Board with new skills and expertise to Improve financial sustainability, reinvigorate marketing 
and attract more visitors48. Therefore it seems curious that: 

:> While the former Voyages Board contained leading business figures with exiensive strategic tourism and commercia I investment experience, the new Voyages 
Board appears to have more limited strategic tourism industry and commercia~ investment experience49• The action by the JLC Board would suggest that it was 
seeking a new Voyages Board wfth vastly more experience than the previous one, a!ld therefore it seems odd that this may not have ctearfy and definitively 
occurred. One of the new Board members appears to have been convicted in the Northern Territory ln 2008 for aggravated assaultset. Under liquor !fcensing 
laws this may prevent the Voyages Board from holding the liquor licences for the ARR 

;;. Following the first meeting of the new Voyages Board on 6 December 2013, the ILC Chair jolned the new Voyages Chair, in stating publicly that the ARR 
management "has achieved significant success over the last two years· including 'impressive achievements in relaU.on 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 0 fJas become a symbol of optimism for the future of many Indigenous peopte .. 51 • In making these statements the ~LC and Voyages Chairs 
seem to have indirectly confirmed the successful management of the ARR by the previous Voyages Board. 

"' McGrathNicol,Ayers Rock Resort Review Final Report 18 December 2013 
411 ILC Media R.etease 2.4 October 2013 
~Based on an assessment of public information about the experience of former and new Voyages Board members 
50 Judgement of Mr VM Luppino SM, Court of SU mmary Jufi sdiction, Northern Tenitory, Judgement ID number ( 2008) NTMC 054 
5
i Comments attributed to ILC Chair~ Dawn Casey) and Voyages Chair (Lisa Gay~ in The Australian, 'newly appointed Ayers Rock Resort board gives thumbs up on ach ie11emeots', 6 

December 2013 
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ATT ACHMEtfT A 
CHRONOLOGY OF EVENTS- ILC GOVERNANCE OF ARR PURCHASE,52 

~~~ 
y 

·~,- ~~~~ ~!WBov--m~~~§e~ i§..:. :.-c:.- ---~' ~ .......... ~ .... ~ -~2::.--=..:o _....,._~ -- - .~ ~~ - ~ - ...... ~~ ... ~ ••• ::.!-::-..... ~ - ~- ~ 
2008 Transaction • In 2000, General Property Trust {G PT) is seeking to sell a nuirber of its assets • Mr Mike Dillon (an adviser in Minister Mack~n's Office) and 

including ARR The ARR and other tourism assets owned by GPT are Doona Moody (senior officer i11 FaHCS!A) ask the ILC to work 
managed through the Voyages Management Platform (Voyages} which has with Wana Liflgkt.mylja (WU), an Aboriginal corporati<ln 
its own management team_ The G FC has crealed the need for GPT to sell lts representing communities thatsu1TOund Uluru. WU proposes 
assets at discounted value_ to Govemrne.-itand ILC1hatWU and llCpartnertopurchase 

ARR for the benefit of the local Anangu people. 
• ILC considers purchasing ARR be<:ause of opportunity to (1} obtain an iconic 

investment for Indigenous people at a below market rate (2) deliver a more 
significant Indigenous experience for visitors (3) create employment and 
lraini11g fur Indigenous people at the ARR and within 1he tourism and 
hospitality industry generally. ILC also consides purchasing other tourism 
assets owned ~y GPT. 

a ILC appoints commercial, legal and tourism advisers induding Grant Samuel. 
Baker & McKenzie, Howarth HTl, Corrs Chambers Westgarth to advise it on 
the 1ransaciions. 

Government • LLC Chair and CEO brief Minister Macldin's and Prime Minister's Offices in 
oonsultations September 2008_ 

200S Government .. ILC Chair meets wilh Minister Macklin and Secretary FaHCSlA on 23 March . On 1 April 2009 Secretary FaHCSIA writes to ILC on behall' 
consultations 200S_ of Miruster Macklin staling Ulat the Minister 'Will not approve 

use of Land Account for ARR purchase because FaHCSlA 
• ILC requests use of Land Account (governed by the Financial Management and Department of Finance oonsider: 

and Acrountabifity Act 1999) to fund ARR purchase. Loan from Land Account :;.. The purchase does not meet investment criieria for Land 
is proposed to be repaid over 1 O years based on 6% interest annually and Account 
proceeds from the sale of Ayers Rock Airport. ):.. Purchase is high riskilaw investment and complex_ 

> Size of investment would create high risk and financial 
• FoUowing Minister Macklin's rejection of the use of tile Land Account to exposure fur ILC . 

purchase ARR, ILC decides to borrow funds, which the Aboriginal and Torres 
• Minister Macklin write> to ILC on 19 August 2009 to: 

52 This chronology is based on the contents of material, information and documentation mad€! available dun ng this review 
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Transaclion 

:.- ~- ~---------~~---' --·-- ____ ,....,.,.,,_ -'~--·---~~_;;_-='~ ... -g-~------~--~~-~~~~1~~--""~-[i;ij~fGI~~~:°" ~---,.~-~--~~~~-~~i"'~~-~-~~-~~-m - Si-...=.·-- - - ~ - - ~ ~~ --·.~-~:::.""",..-=-~-"<>'~'~~.J'~~ 
Strait fsfander .Act 2005 (ATSI Act} permits. lLC Chair writes to Secreta.ry ~ Ad'lrise lhat under section 15 of the Commonwealth 
FaHCSIA on 29 May 2009 ad~sing 1his. Authorities and Companies Act 1997 {CAC Act} ILC is 

• !LC suspends -work on ARR transaction in rmd-2009, as it has difficulty 

booowing funds. 

• Because it has suspended 1he transaction ILC does not respond to Minister 
Macl<lin's letter of 1B Allgust 2009. 

• ILC CEO advises Minister Maclclin's Office lhat it has suspended work: on the 
ARR transaction. 

obliged to provide herwlth details of the ARR transaction. 

J:- Seek details of the financial arrangemen1s and implicalioilS 

of the ARR purchase for lile ILC. and benefits of the purchase 
for Indigenous people. 

> Request notification when purchase has been finalised. 

June 2010 Transaction • In June 2.(11 iJ, the I LC and GPT recommence discussions about ARR. 

June­
August 

2010 

ILC retains lhe same «immercial and other advisers it had in 2009 and 1hey 
recommence due d~igeoce. 

• Government 
consultations 
(some of which 

occurred during • 

caretaker 

ILC CEO advises Minister Mackfin's Office tilat the lLC has recommenced • Secretary- FaHCSIA writes to !LC CEO in 13 At.igust 2010 

to: 

period poor to 
2010 Federal 
election} 

consideration and due diligence of ARR purchase. 

JLC CEO writes to MmistEr Macidiri 011 10 August 2010 ad\lising her that lhe 

I LC was undertaking due diligence on ARR and notifying her as required under 

section 15 of the CAC Act. that the I LC was proposing to purchase ARR 

• lLC CEO writes to SecrSaiy FaHCSIA on ZJ August2010 advising that 
Y 'LC is happy to brief the Secretary on the ARR purchase. 
> The Board is happy to provide the requested detailed information on the 

purchase, but based on extemal tegal advice mnsaders that it is not ob-lfged to 
do so by s.15 of the CAC A.ct. 

Remind ILC that lhe Minister had previously expressed some 

general concerns about the ARR purchase. 
;;.. Advise that under s.15 of 1he CAC Act more detailed 

information about 1he ARR purchase is requEred as per lhe 
Minister's letter of 19 August 2009. 

];:.- Recomroend that lhe llC prollide the Minister with details of 
its borrowing particularty because the Minister's decision 1o 
provide guaranteed funding to the ILC induded a review of 
ILC bolTOWing limits. 

>- The ARR purchase will have no negative impact on 1he ongoing operations of • 
1he ILC or its forward estimates. 

FaHCSIA Group Manager, Program Performance writes to 

!LC CEO on 23 August 2010 to: 
> Raise similar issues as Secretary FaHCSIA. 
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September Government 

2010 oonsultations 
• ILC Cha!" 'Writes to Minister Macklin on 23 September 2010 attaching a "' 

detailed brief on the commercials of the ARR purchase and advising that 

}- 1he Board has undertaken careful due diligence. 

Minister Macklin writes to ILC Chair on 22 September 2010 

seeking more information under s.16 of the CAC Act on the 

followlng issues at teast 7 days before the I LC enters into any 

agreements to purchase the ARR: Ji.. The purchase will not reduce 1he capacity of the ILC to deliver its other 

nonnal programs within budget 
ILC borrowing for the ARR will be a maximum of $9SM. weD within rts 
borrowing lmils of$303M. The ILC-y,.qllguarantee the balance of the 

purchase price through a deferred payment and its combined borrowing and 
guarantee will peak at $260M. 

~ The impact of lhe ARR purchase on the capacity oithe ILC 
to deriver outcomes for Indigenous people across Australia. 

How the ILC would divest the ARR as required under the 
ATSIAct. 

> Whether the llC has made it clear to lenders that 1he 
> The purchase is projected to increase net revenue to the I LC of over $25M 

after t 0 years. 
> The purchase will enable ARR to lift Indigenous employment {out of 670 • 

employees} irom 1 (at the time of purchase} to 250 in 2015 and 340 in 201.S. 
;... The purchase gives tlle llC the scale and platform to create a tourism training ;,. 

academy at ARR lhat can create employment for indigenous people across 
Austraua in the tourism industry. 

~ The !LC will partner with WU to create additional employment .and business ? 

opportunities for"lhe local community. 

Virgin Australia has cormiitted to begin flying to Uluru rt" the ILC pun::hases 

ARR. 

> A separate company will be created under s. ~ 9 't G of the ATSI Act to manage 

the ARR and incorporate the existing Voyages platfonn operating ARR. That 

company wiU be chaired by David Baffsky AO (who has unparalleled 
experience in Asia-Pacific toorism) and a CEO with ct1nsiderable tourism )> 

experience will be recruited. That company cannot act beyond ILC powers. 
,. The divestment plan of the ARR is consistent with the leaseback model 

governing 1he Commonwealth Govemmenfs arrangement with traditional 
owners for U I uru-Kata l}uta National Park. 
Lenders understand that the ILC ls the only guarantor of borrOY.'ings. 

Commonwea11h Government would not guarantee the funds 
borrowed by the ILC. 
Minister for Finance, the Hon Senator Penny Wong, "Writes to 
Chair ILC on29 September2010to: 
Raise concerns about the financial model underpinning the 

ARR purchase and that the proposal may not oomply with the 
duties of directors under the CAC A.ci and purpose of lLC. 

Seek more informalion on capacity of fLC to create a 

subsidiary to manage 1he ARR. opinion of Directors and 

supporting material on the compliance of the purchase with 

ATSI Act given Ille length of time before the ARR will be 
unencumbered and able to be divested to an Aboriginal 

organisation, and due diligence .and sensitivity analysis 

information. 
Seek information before the purchase. 
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was advised in June 
consideration of the ARR purchase and an oiferwas made in August2010 to 
brief the Minister Macklin and 1he Secretary FaHCSIA 'Which was never 

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

1 LC Chair writes to Minister Wong on 30 September 2010 to: 
• Raise concerns that despite being brief€d about the ARR purchase for 2 years 

the Government is only asking questions at the ~ast minute. 
• Reiterate the same responses the Chair made to Minister Macklin on 23 

September. 
• Provide due dm9ence and independent sensitivity analysis and legal opinions 

about the compliance of the Board with the ATSI and CAC Ads in relation to 
the ARR purt:hase and time for divestment of assets to Aboriginal assets. 

• Indicating that the ILC has a number of assets which it has held for over 10 
years because there is no suitable Aboriginal organisation to \'llhich it can 

divest 1he assets. 
• 
" 

• 

The WU supports the ARR purchase . 
Advise that the financial model for 1he purchase of the ARR has been 
accepted by three of Australia's ,argest banks which have agreed to provide 
vendor finance. 
Advise that there are a range of options available to the Board if the financial 
projections are not met. including scaling back capital works at ARR, 

renegotiating 1he financial agreements with 1he vendor and selling the assets. 
Offer quarterly meetings between IL C and Department of Finance on the ARR. 

October 
2010 

Government 
consultations 

• ILC Chair writes to Minister Wong on 1 October 2010 to advise that the Board • 
met on 1 October 2010 and resolved to: > 

MinisterWong wrnes to ILC Chair on 8 October 2010 to: 
Indicate her continued concern about the financial viability of 
the ARR purchase and impact on ILC's broader programs 
and the need for an independent sensitivity analysis. 

Proceed with the aoq uisition of ARR. 
r Delay im phementation for 7 days in the event that the Minister wishes to raise 

any further appropriate substmlial issues about director's duties under the 
CACAct 

• l1le Board's -decision to pro<:eed .....;th the purchase is inftlmled by a SWOT 
analysis by Howarth HTL, advice from Grant Samuel and LLC business case 

January 2014 

Note that it is a matter for the Board to exercise care and 
diligence and that the Boartl has undertaken considerable 
WQrk in reaching its -decision to purchase ARR. 

> Welcome the quarterly meetings between ILC and OoFD. 
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November 

2010 

December 
2010 

February 
2011 

Transaction 

Government 
consultations 

Government 
consultations 

Government 

consultations 

• 
• 
..... r 

Jr-

)-

• 
;... 

~ 

that identified tf'le immediate risks associated with a tourism asset but arso 
identified medium and long teem benefits of asset OW11ership and use for lLC 
purposes that outweighed the risks. There is confidence 1hat the risks are 

manageable because the purchase includes Voyages and its management 

team. 
ILCexecutes oontractior purchase of ARR. 

I LC Chair writes to Minister Wong on 5 November 201 0 to; 
Confirm 1hat lhe Board has satisfied its duties under Ille CAC Act and a.greed 

to purchase the ARR (of the 7 Directors of Boaro, 5 voted for the purchase 
and 2 abstained). 

Attach again the independent sensitivity analysis previously provided and 

contingency plan as requested by Minister Wong. 

C-Onfirming that quarterly meetings would be held :between l LC and OaFD. 

1 LC Chair writes to Minister Maci<lin on 22 December 2'010 to advise that: 
The I LC has entered into a contract for sale fer the ARR and is 'Mlrlling on a 

range of pie-settlement issues. 
Upon completion of the sale the ILC will be<:ome the sole member of a 
company called the Mutiqulu Foundation which has beef! in e)Qstence fur 
many years and acts as the trustee of the Mutitjulu Foundation Trust The 
Trust is a charitable organisation ihat makes grants of money for beneficial 

purposes for the communities surrounding Uluru. 

• The ILC advises Minister Mad<lin that the ILC: 

~ wm need to budget for an operating loss in 2010-11 of $5 . .BM because of the 
expected timing of the settlement of 1he ARR pun:::hase. 

> Has 1fte. cash reserves to fund the cash component of 1he loss. 

> Will be able to offset the loss from e>:pected profits in 2011-12 and 2012-13. 

:;;. Has been consulting with DoFD and it has expressed confidence in the ILC 

and comfort with the reasons for the loss. 

:;.;. Requests that its budget not be reduced because of the loss. 

January 2014 

Under s.16 of the CAC Act, request within 28 days of a 

de<:ision to purt:hase the ARR an independent sensitivity 
analysis, detailed co.nlingency plans under Board. scenarto 
planrung for the ARR and quarterly information on 

performance of the ARR. 

• Minister Wong writes to ILC Chair on 1 February 2011 to: 
> Thank her for the information provided in November 2010 

and willingness of tile ILC to provide requested infonnation 
and wort co-<Jperatively with DoFD and FaHCSIA on the 

ARR purchase. 

}> Request that ILC continue to work closely with DoFD. 

• Minister Macklin writes to Minister Wong to request that the 
lLC budget not be reduced because of tile loss e.xplaining the 
reasons provided. by the J LC. 

• Minister Madelin writes to the ILC Chair on 17 February 2011 
to advise 1hat she has asked Minister Wong not to reduce the 
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ILC budget because she does not wish to recluce the ILC 
capacity to deliver programs. 

April 2011 ~vemment • ILC CEO advises Mike Dillon thatttle actual ILC operating loss will be $4.96M, • KPMG deliveiS its report to FaHCS!A, DoFD and Treasury on 
-consultations not$6J3M. 1he review of ILC bo!TO'Mng powers and guarantee limits 

(commenced in October 2010). The report includes 
consideration of the ARR 

May 2011 Transaction • I LC settles contract for purchase of ARR. 
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ATTACHMENT B 

CHRONOLOGY OF EVENTS- ILC GOVERNANCE POST ARR PURCHASE53 

July -
October 
2011 

October 
2011 

March 

April 2.012 

Reappointment • 
ofllCCEO 

):>-

> 

;:;:. 

~ 

Minister Macklin 

makes new 
&ard 
appointments 

Minister Macklin • 
raises concerns 

about ILC Board 

governance 

ILC Chair writes to Minists< Macklin on 17 October 2011 indicating that the • Minister Macklin and her adviser Mike Dmon indicate 

ILC Board has unanimously reappointed the CEO for 4 years after (including by letter on 22 August 2011} that the Minister does 

considering: not support the reappointment of the CEO for a further 4 

The Minister's views. years. Minf:ster Macklin indicates that if reappointed the CEO 

The powers and duties oftheBoard in relation to the appointment of the CEO should not be appointed formor<:than 1 year. 
under the ATSI and CAC Ads. 
The performance and comprehensive performance re'1iew of the CEO. 
lhe best interests of the ILC, its employees and the organisations with which 
it works. 

• When director's tenure expires Minister Macklin: 
.Y Replaces fonner ILC Chair (Shir1ey Macpherson) with 

Director Casey. 
:r Replaces Directors Driscoll, Gorringe and Evonne 

Goolagong-Cawley with Directors Weslbury. Havnen, and 

Atkinson. 
Retained Director.; Baffsky, Trust and Jeffries. 

llC General Counsel prepares a brieftng paper for ILC Board meeting on 16 • Minister Macklin writes to !LC Chair on 14 March 201211dth 

April 2012 addressing Minister's letter and advises that: 

ILC had understood that llie Australian National Audit Office (ANAO) had 

reference to discussions between herself and the Chair and 

indicates that she: 

provided the Voyages 2-010/11 audlt.W statements diractly to the Minister. The ;;> ls acoountable to 1he Parliament for lhe ILC, under the CAC 

ANAO confirms that the statements were sent to the Minister on 27 OcfDber 

2011 on behalf of 1he ILC. Fcllowing the Minister's let'ier the ILC has sent > 
another copy of the statements to 1he Minister. 

Act. 

:;;. The !LC prov1cfed all the information requested by Ministers Macklin and Wong ;;.. 

Wants governance change at ILC and ILC to operate in a 

more accountable, transparent and best practice manner. 

Considers that she was provided lmited financial, 
management and divestment information about Ille ARR 
purchase and rimited assurance that the purchase INOUld 

have no adverse impact on the ILC. 

priorto the purchase of the ARR during 2010 and 2011. 

Under the CAC Act the Minister is not required to be informed about changes 
to the tenure of the Diractors of the Voyages Board. The ILC Board agreed to 

sa Th is chronology is based on the contents of material, information and documentation made available during this review 
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June-Ju[y 
2012. 

December 
2012 

March 
2()13 

appoint the Voyages Board Directors for a period of 5 years at the time 
Voyages was established and no change had occurred since then. 

;,.. It is OOhodox and good practice for Boaro Directors to have multiple roles as 

this ensures whote of company decision making and atignment between 
parent and subsidiary companies. The remuneration of the Directors of the 
Voyages Board was set using nonnal praciice and based on independent 

external advice. 
> It is not clear from the Minister's letter whether she is <::ol'ICemed about the 

substance of the tenure of Voyages Board Directors and multiple roles or that 
she is roncemed about not being specificafty informed about these issues. 

> 1n March 2012. theANAOcommencied lhe ILC forils Ccrporate Governance 
Framework, considering it one of the best it had seen. The AfolAO expressed 

a desire to use parts of it as a template for other Commonwealth Government 
agencies. 

• ILC Board decides at its 16 April 2012 meeting to: 
Provide the Minister with an interim response indicating 1hat the !LC meets 
regularly with DoFA and FaHCSIA about ARR and provide the Minister wilh 
1he outcome of the proposed Board gGvemance review. 

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

Changes to lLC • 
Audit and Risk 

LLC Chair makes public statemenls during her national press club address 
that the ILC ARMC (romprising ILC directors Baffsky, Jeffries and 

independent director lan Ferner) have questions to answer about the ARR 
pu rcha.se. The AMRC member.I respond by letter on 6 July 2012 rejecting the 
Chair's claims and indicating she may have defamed lhem. 

Management 

Committee 
(ARMC) 

• ILC Boaltl replaces members~ of ARMC with new directors and an 
independent Chair. 

1 LC Board asks • ILC Board asks Deloitt.e to assess governance arrangements and identify 
strengths, potential gaps and ma1<e necessat)' recommendations. Deloitle to 

review 
governance 

Deloitte delivers • The Deloilte report key findings arid recommendations are 1hat 
report to ILC 

January 2014 

r Has not received lhe Voyages audited financial statements 
proi.i;ded to ASlC in October 2011, as required underfhe CAC 

/Jci.. 
::;.. Was advised by 1he Chair and looks fo!ward to further 

infunnafion about Soard Directors having multiple roles and 

the decisfon of the Voyages Board to extend tenure of il5 

Directors. 
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March­
April 2013 

May2013 

June-July 

2013 

ILCNoyages 

Relationship 

lLC should develop a grouj)-wide business strategy to enable the Boar.:ls of 
ILC and subsidiary companies to align their individual strategies and plans 
wilh lhe group wide approach. 

~ The ILC Board should set clear expectations about the alignment of strategy, 
budgeting and fulancial reporting across its subsidiaries and define its 
required degree of oversight of subsidiaries business decisions to the extent 

necessary to fulfil 1he statutory obligations of ILC Directors. 

>- The meetings of the ILC al"Ki subsidiary Boards and sub-committees shoold 

be aligned to suppcirt the timely provision of information and decision making 

within a group-wide slrategy. 
>- The !LC should develop consolidated financial repcirting to assist 

management of the grouj)-Wfde strategy. 
r The Board slructure, and risk governance and cisk reporting are effective. 

• ILC Chair writes to Voyages Chair (ILC Director Baffsky) on 18 Mart:h 2013 • 

indicating lhat the ILC Board: 

Voyages Chair writes to ILC Chair on 20 Man::h 2013 
indicating that the issues raised by the ILC Chair will be 
addressed in a brief being prepaF.:ld by Voyages for the ILC 

Board and it would be prudent for the ILC Board to receive 

this briefing before commencing .an independent review. 

::o>- Wants further lnfonnation about 1he capita! requirements of, nsl<s and 
contingency plans associated with the ARR purchase. 

r Has decided that even though Voyages has promised a brief to the ILC Board 
on these issues, the ILC "Will commission an 'ildependenf re~ew of 1he ARR 

purchase. • Voyages Chair writes to ILC Chair on 9 April 2013 indicating 

1hat the Voyages Board had met on 4 Apnl and resolved that 
;;.. A close working relationship between ILC and Voyages was 

in the best interests of both compan[es. 

> To racilitate this relationship the Voyages Board would be 
creating a sub-committee to lead discussions with ILC. 

Review of ARR • 

purchase 

iLC Soard asks Minister Macklin to request lhat the ANAO conduct a forensic • 
audit of the ARR purchase. 

Minister Macklin decl;nes the request and asks instead that 

1he ILC conduct an independent end to end review that 

includes the ARR purchase. 

lLCNoyages 
relationship 

• ILC Chair wmes to Voyages Chair on 27 June 2013 advising that the ILC 

Board: 
>- Has reviewed the draft Voyages Budget Overviewfor2013-14. 

> Is concerned tliat the Veyages Budget expects !LC to cover GPT fina11cing 
costs of $9M. 

January 2014 

• Ttte Voyages Chair writes to the ILC Chair on 1 July 2013 
advising ihat 

> The Voyages Board is aware of the issues associated with 
ARR. 

Has created a sub-committee to discuss these issues witlt 
ILC. 
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August 
2Q13 

Macklin 

appoints nev.r 
Board members 

Expects the Voyages Board to have strategies to deal with changes in the > 
tourism outlook and negative impacts on ARR, especially when these issues > 
were anticipated in the due diligence for the ARR purchase_ > 

• 

Is reviewing costs and poornies forspendilg_ 

fs examin in:Q op lions to refinance or restructure the GPT loan_ 
Is committed to manage the commercial issues in a difficult 

environment and maintain training and employment 
outcomes for Indigenous people_ 
Minister Macklin advises Direct.ors Baffsky and Jetfl'ies that 
they will not be re-appointed when their term expires on 19 

October. 

• Minister Macklm appoints two new directors. 

September ILCM;iyages 

2013 relationship 

• The ILC Chair writes to Voyages Chair on 2 September 2013 advising that 
~ The ILC CEO, does not agree with the financial projections underpinning the 

valuation of the ARR provided by lhe Voyages CEO as the projections appear 

too optimistic. 
;;. The ILC Chair is dismayed 1hat Voyages is refusing to apply alternative 

assumptions to underpin the financial projections. 
;;. The ILC Chair believes that the stance taken by the Voyages CEO must have 

been supported by the Voyages Chair. 

The l LC Chair writes to Voyages Chair on 3 September 2013 advising that 
> The ILC Board has approW!d ttie Voyages Budget fur the oihertourism assets 

it manages_ 

Ji;- The ILC Board would lll<e the revised budget for ARR being prepared by 
Voyages for consideration at the ILC Board meeting on 23 October_ 

~ The Minister has appointed two new directors to the ILC Board and this will 

affect iLC representation on lhe Voyages Board_ The ILC Chair wiU contact 

the Voyages Chair to discuss Board members_ 

>- The ILC Board has appointed McGrathNicol to undertake an end to end 

review of ARR. 

• On the advice of its new ARMC, the ILC Boa rd agrees at its mee"ilng on 23 
September to accept as part af the ILC consoidated statements the 

independently assessed valuation of ARR provided by Voyages_ The new 
independent Chair of 1he ARMC indicates that there has been better 
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October 
2013 

ILCNoyages 
relationship 

• llC Chaff writes to Voyages Chair on 27 September 2013 advising that: 
> The ILC will provisionafly agree to the Voyages request for the ILC to pay the 

due interest payment 011 the GPT vendor firtance arrangements. 

;;:.. The inability of Voyages to meet its forecast targets (including interest 

repayments) is not consistent with the original undertaking to Ministers 

Macklin and Wong that file ARR purchase would not impact on ILC's broader 

programs. 
:lo> The ILC underatands that the ARR is not profitable and that is why ILC has 

i11iliated a review of operations. 
,. "f1le ILC is waiting for Voyages to provide it with a comprehensive revised 

Budget for 2013-14. 

• The Voyages Chair writes to the ILC Chair on 11 October 

2013 advising that: 

The I LC Chair writes to Voyages Chair on 11 October 2013 with referenc:e to • 
the advice she had rereived information aoout lhe 3 October Voyages Board 

meeting from the ILC CEO and indicating that );>- The ILC Chair has not reoeived an accurate briefing of the 
Voyages Board meeting. rt is oot appropriate for the Voyages Board to cite discussio11s iM!h Ministera 

and senior govemmerrt represerrtati\les w[thout first ad\llsi11g the fLC Chair of :i;;.. 

frlose discussions. 
The ILC CEO was asked to clarify the extent to whtch 
Voyages was required to participate in the McGratll Nicol 

review. There was no discussion about obtaining legal 

advice. 

:;;:.. The ILC Chair understands that lhe Voyages Board has cone.ems wilh the 

McGrathN icoi review and this is ronceming given that the voyages Chair had 
agreed to the review when he "Was an I LC Director. 
The Voyages Board shou Id not use its funds 1c seek legal advice about the 
review. 

January 2014 

> The Voyages Boaro resolved to maintain its commitment to 
operational best practice anc! Indigenous emp[oyment and 

training which has already deliveied significant resulls, 
including excellent feedback: from employees and trainees. 

~ The Voyages Board resolved to reduce the interoompany 

debt betwee11 the ILC and Voya.ges when surplus funds 
become available. 

);>- If asked questions about Voyages by stakeholders including 
government, the Chair will respond to them. 
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October 
2013 

ILC Board • ILC Chair announces replacement of the Voyages Board on lhe basis that: 
changes 
Voyages Board 

].:. 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 to ensure stability and strengthen the strategic aligmient of 

the ILC and Voyages. 
>- There is a need to build on the efforts oi tile Voyages Board and strengthen 

the financial sustainability of lhe tourism businesses mariaged by Voyages 
and attract more visitors. 

January 2014 

)> After 7 weeks silce her letter of 3 September, the ILC Chair 
has still not contacted ihe Voyages Chair about Board 
members. 
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Disclaimer 

Aegis Consulting Group prO\lides no warrannes and makes no representations in relation to the infonnation provided in this paper. It accepts no liability for reliance on 
: ihe information in this paper by any person or organisation. Any person or organisatfon, usfng the information in this paper does so at its own risk and agrees to 
: indemnify Aegis Consulting Group for any loss or damage arising from such use. 

Contact 

For more information about 111.is report cont.act 

Vishal Beri 
Managing Director 
Aegis Consulting Group 
361104 Miller Street Pyrrnont NSW 2009 
T +6129660 1706 E vbert@aegisconsulting.com.au 

About Aegis Consulting Group 

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

• Public Policy 
.. Economics 
.. Government 
• Strategy 

Aegis was established in 2002 and has an intemationat team of consultants in Sydney. Cairns, Singapore and London. 
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I SUMMARY OF KEV FINDINGS 
I 

: These findings relate to claims about the Ayers Rock Resort (ARR transaction), former Directors of the ILC and Voyages, advisors to the ILC, and the govemance of 
; the ARR transaction by the fonner ILC Board made in: 
· • A letter 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 CEO, Mr Mike Dillon, to the Senate Finance and Public Administration Legislation Committee (Senate Committee) on 28 February 

20141 {ILC Senate Committee evidence}. 
• Statements by the Chair of the ILC, Ms Dawn Casey, on 17 April 2014 made in a radio interview on the ABC Sunday Profile program {the radio interview)2

• 

: The lLC letter and ILC Senate Committee evidence explicitly suggest that the claims made are supported by the findings, conclusions or recommended act.ions 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 arrangements. 

: 1LC Actions and the Application of the Commonwealth Authorities and Companies Act 1997 {CAC Act) 

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

The ILC letter makes claims that potentially cause detriment and damage to the reputations oi fonner Directors of the ILC, advisors to the ILC, the ILC and the 
~ Minister. The ILC Senate Committee evidence makes claims that potentially cause detriment and damage to the reputanons otformer Directors of the ILC, advisors to 
' the ILC and the ILC. The ILC letter and ILC Senate Committee evidence indicate that the claims are made on 1he basis of alleged evEdence in the MN report. 

: This Aegis supplementary report has found that the daims made are not supported by any findings, conclusions or recommendattons 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. Accordingly it is a misleading or false statement to 
: claim that the MN r.;;port provides evidence for 1he claims, particularly in relation to clafms about one or more Directors. 
' 

· The radio interview makes claims that potentially cause detriment and damage to the reputation of the former Directors of the ILC and Voyages Boards and advisors 
to the ILC. The interview includes statements that indicate the claims are based on alleged findings in the MN report and Delortte report. 

; 
1 

Hansard, Australian Senate Finam:eand PublicAdmfnistration Legislation Committee, 28 February 2014, pp2S-29 
: 

2 Sunday Profi~, Al3C Radio, 17 April 2014 
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This Aegis supplementary report has found that the claims made are not supported by any findings, conclusions or recommendations in 1he MN report or the Detoitte 
report. Accordingly it is a misleading or false statement to claim that the MN and Deloitte report provides evidence for the claims. 

Asserting misleading or false statements may mean that the Chair and CEO of the tLC may have improperly used their positions or information available to them, in 
their capacities as Commonwealth officials for the purposes of the Commonwealth Authorities and Companies Act 1997 (CAC Act), to cause detriment to ttie former 
Directors of the ILC and Voyages, 1he 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, WOfds and fabric of argument contained in the ILC letter, ILC Senate 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 improprtety. and at least incompetence, at Board level in relation to the ARR transaction 
and that the purchase was flawed. This interpretaUon of the MN ~eport findings is not consistent with the overall conclusions of the MN report. 

The overall conclusion ot the MN report (page 12) is that, in lheir opinion, when considering (1) the cautions of previous Ministers about the ARR purchase, {2} the 
insufficient progress of the ILC in carrying out risk treatments to an acceptable level and (3) the scale of the transaction - MN considers that "lhe ILC was def1dent in 
documenting the appropriate deliberation and assessment required to demonstrate sound business principles. This does not itself mean that the acquisition was 
inappropriate. However a transaction of this scale, requ;ring such significant borrowings, opens the ILC up to the charge that ii did not adequateJy protect itself against 

' downside risk". 

However it should be noted thai 1his conclusion is not consistent with the findings of KPMG in 2011. In its consideration of the ILC borrowing limits and guarantee 
powers KPMG examined the ARR transaction and related Board governance in detail and concluded that ttie "comprehensive and 'timely due diligence process 
surrouncDng the ARR acquisition characterises the !LC performing its functions using sound business principles.a. 

3 
KPM G, Review of the ILCs Borrowing Powers and Guarantee Limits April 2011; p49. The KPMG report was commissioned by the Department of Families, Housing, Comm unity 

Services and Indigenous Affairs (FaHCSIA} and oversight€d by Department of Finanoe and Deregulation {DoFD} and the ILC and copied to Treasury 
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· Claims about a particular former ILC Director 

~ Key Finding 3 - Procurement of ARR transaction consu Itancies 

. The ILC letter .and radio interview claim that the MN report found that a Director was resixmsible for the procurement of consultants in ways that did not comply with 

. !LC procurement policies and that this requires further investigation. There are no findings, conclusions or recommendations fn the MN report that support thfs claim, 
· 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 letter claims that the MN report found that the length of time that one Director had been Chair of the ARMC and his simultaneous involvement in the ARR 
~ transaction created an inherent conflict of interest There are !!Q findtngs, conclusions or recommendations in the MN report that support 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 
long time and was also involved in the iransaction, and that this was raised in the MN report as a key corporate governance issue. However, the MN report: 
• Does not discuss in any way the rok? of the ARMC Chair and his involvement in tlle ARR transaction. 
• Does not include any findings, conclusions or recommendations that one Director's chairmanship of the ARMC and involvement in the ARR transaction was a 

possible reason defining the ARMC role in the transaction or that the ARMC role was affected by any conflict o1 interest. 
• Does not include any findings, conclusions or recommendations that the ARMC role, operation and membership, was a key corporate governance issue that the 

llC should address. 

Accordingly, any statements that explicitly or impliedly seek to create an impression to the contrary a.-e false and misleading. 

Key Finding 6 - Director's authority 

The tLC letter and ILC Senate Committee 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 investigatbn. There are no findings, conclustons or recommendations in the MN report that support this assertion, 
and it would be a false or misleading statement to suggest otheiWise. 
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Key Finding 7 - Conflict of interest 

: The ILC letter claims that a Director involved in the transaction had undeclared conflicts of interest arising from a connection with a maJor shareholder in the vendor of 
~ the ARR and that the MN report found this requires further investigation. There are no findings, conclusions or recommendations in the MN report that support this 
: claim, and it would be a false or misleadlng statement to suggest otherwise. 

: Key Finding a - Reappointment of a Director to Voyages Board 

' The ILC letter claims that lhe MN report provides ample evidence to support the ILC Board's decision not to reappoint a particular Director to the Voyages 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 Committee evidence and ;adio interview selectively use some findings and not othe<s about important issues. Selective use of some 
: findings and not others can easily be misleading and 1ead to inaccurate conclusions about the ARR transaction. 

~ The claims focus on findings tn 1he MN report relating to ARR transaction issues that could have been better managed. However there are also a series of findings in 
the MN report relating to the good management of the ARR transaction that are not referred to in the communications by the ILC. Selective use of MN report findings 

; can present a very negative picture oi the ARR transaction which would not be possib!e if all the findings are considered in the context of the full report. 

I 

. To achieve a balanced view of the MN report and the implications for the ARR transaction it is critk:al 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 1ind or conclude that the Board 
· failed to consider up to date revenue and commercial issues put before them as asserted in the radio inteNiew. 
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: Key Finding 10 - ARR purchase price and risk management 

. Given the nature 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 positive picture of the transaction. This approach increases the risk that the ARR will be viewed negatively when this view is not entirety accurate. This 

outcome may have a negative impact on the capacity of the ARfl to conduct and drive business with partners and supplieiS. 

'. Key Finding 11: Grant Samuel fees 

; The ILC Senate Committee evidence suggests that the MN report found that the success fee paid to Grant Samuel {GS} was based on the value of the ARR 
; transaction, and that this may have improper1y led GS to advise the ILC to accept a higher purchase for the ARR. The MN report does not find that GS acted 
. improperly in relation to the advice it ptovided 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 Deloltte report does not find, conclude or recommend that the ARR transaction be examined in more detail. The 
~ Deloitte report found that the ILC governance arrangements were reasonable and that minor improvements were needed. The report dld not find that these 
; improvements were required because of the performance of the Voyages Board. 
! 
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: EXECUTIVE SUMMARY 

Background 

i In Deoember 2013 Aegis Consulting Group (Aegis) was commissioned by former Directors of the Indigenous Land Corporation (ILC} and Voyages to objectively and 
. independently examine public criticism by the current !LC Board and management of the ILC purchase of Ayers Rock Resort {ARR) in October 2010. Former 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 equalty 
· concerned about the damage caused to ttleir individual and collective reputations . 

. Aegis detivered its report in January 2014 and concluded that there ts no irrefutable evidence contained ln the independent reviews of the ARR or ILCNoyages 
: governance by KPMG (2011), Australian National Audit Office (ANAO) (2013), Oeloitte (2013} and McGrathNicoi (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 ANAO found that the purchase and board deliberations were consistent 
; with good business principles and ILC obligations and MN concluded that it was not inappropriate. The MN report (2013) constdered by Aegis was commlssioned by 

the current tLC Board and tasked with reviewing the ARR purchase. 

: On 5 January 2014 the Chafr of the ILC. Ms Dawn Casey, wrote (the ILC letter) to the Hon Senator Nlgel Scullion, Minister for Indigenous Affairs, {the Minister} 
making a number of claims about a fonner Director of the ILC, and the governance by the former ILC Board in relation to the purchase of ARR. The ILC letter 

; suggests that ttle 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 Febfuary 2014, the JLC CEO. Mr MKe Dillon, gave evidence to ttie Senate Rnance and Public Administration Legislation Committee (fLC Senate Committee 
evidence) that4 : 

' • The MN report contains 25 headline findings ofconoem about the ARR transaction and related ILC Board governance. 
· • Commented on some of the findings en the MN report. 

Suggested the MN report raised concerns about the membership and role of the ILC Audit and Risk Management Committee. 
• Suggested thatthe MN report raised concerns about the independence of due diligence advisers (Grant Samuel} to the ILC. 

: ~Hansard, Australian Senate Finance and Public Administration 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 that5 
: 

• 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 Oeloitte report6 found a range of shortcomings in ILC governance; recommooded that the ARR transaction be examined in more detaii; and found that ttie 
ILC should have a good reiationship with its Voyages subsidiary, which did not exist. 

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

i Purpose 

' Aegis has been commissioned by former ILC and Voyages Directors to prepare a supplementary report to its January 2014 report. Aegis has been asked to review 
: the MN report again to: 

· • Assess whether its findings, conclusions or recommendatlons substantiate the claims made in the ILC letter, lLC Senate Committee evidence and radfo interview; 
; • Assess whether, when taking into account all of Its findings, the claims made about the former 1LC Board's governance of the ARR transaction in the lLC letter, 

ILC Senate Committee evidence and radio inteNiew are reasonable and accurate; and 
• Assess whether the claims in the ILC retter, JLC Senate Committee evidence and radio interview that are not substantiated by the MN report are misleading or 

false and could cause detriment or damage to the fonner Directors of the 1LC and Voyages, the ILC and advisors to the ILC_ 

Aegis has also been asked to examine the Delottte report again to assess whether its findings, conclusions or recommendations substantiate the daims made ln the 
~ radio interview. 

: Claims about a particular former ILC Director 

: The MN report does not include any findings, conctuslons or recommendatlons that support the claims about a particular fonner Director, and It would be a false or 
misleading statement to suggest otherwise. The claims and related MN report discussion are discussed below. 

5 Sunday Profile, ABC Radio, 17 Aprii 2014 
6 Deloitte, Review of llC Board Governance Arrangements, March 2013 
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• The ILC letter and radio interview claims that 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 trailsaction. However, at .!lQ point during the discussion of procurement issues does the MN report refer to tile role of 
individual ILC directors in the procurement of consultants. It is assumed in the MN discussion that procurement decisions were made by the Board as a whole. 

• The fLC letter claims that 1he MN report considered that a particular Director's lengthy membership of the Audit and Risk Management Committee (ARMC} and 
simultaneous involvement in the ARR transaction created an· inherent conflict of interest. The ILC letter is crafted in a way that infers a link between these issues 
and the MN report finding that the ARMC had a minimal role in overseeing the transaction. The ILC Senate Committee evidence also infers this link and states 
that "the review found that that was a key corporate governance issue the !LC should address"..7 However the MN report (page 64): (1) considers the role of the 
ARMC briefly and acknowtedges that reviewing the ARMC was not wi1hin the scope of is project brief from the ILC; (2) does not d1scuss 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 other matter relating to the ARMC is a key corporate governance issue needing attention. 

• The ILC Senate Committee evidence asserts that a particular Director, Mr David Baffsky, '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 alone. 
However there are no suggeslions, findings or conclusions in the MN report which in any way indicate that any one Director was instrumental to the transaction in 
ways that enabled him to make decisions wfthout Board scrutiny and agreement. The MN report focuses on Board decision making in refation to the ARR 
transaction and concludes that, while Board decisions could have been better documented, the Board was responsible for decisions 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 a major shareholder in the vendor of the ARR (General Property Trust) at the time the ILC purchased it. However ttie MN 
report (page 69) concluded that it "has no further knowledge regarding this connection, and therefore cannot conclude whether or not it represents a confljct of 
jnterest However, the connection appears to be remote"".. 

• The !LC 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. However that decision is not supported by any findings, coi1clusions or iecommendations in the MN report. 

· 
7 

Hansard, Australian Senate Fi ria nee and Public Administration Committee, 28 February 2014, p28 
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'.Claims about former ILC Board governance 

• The ILC letter, ILC Senate Committee evidence and radio interview make a number of claims about the governance of the ARR transaction by the fonner lLC 
Board, and rely on the MN report to support these claims. The Aegis January 2014 report makes a detai[ed assessment of the public criticism of the ARR 
transaction by the ILC Board and management Many of the issues raised in the ILC letter, JLG Seriate Committee and radio interview evidence were considered 
as part of this assessment. The analy~s in the Aegis January 2014 report shows that the claims made about the ARR transaction by the lLC in a range of public 
forums are potentially misleading, when taking into account all of the information contained in the MN report {2013), Deloitte report concerning ILC governance 
(2013}, KPMG report concerning ILC borrowing powers {2011}, Dransfield advice on tourism asset valuation (2013}, and the ILC's own submission to the review 
of the lLC and Indigenous Business Australia (2014). 

• The MN report focuses on the documentation of the ILC Board's consideration of ARR transaction issues and makes a number of positive and negative findings 
about this. To achfeve 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. 
Selective use oi some findings and not others can easily be misleading. The !LC letter, ILC Senate Committee. evidence and radio interview se(ectively use some 
findings and not others about important issues, such as purchase price and risk management. This can present a very negative picture of the ARR transaction 
which would not be possible if all the findings are considered in the content of the full report. 

: • Contrary to the suggestions made in the ILC Senate Committee eVidence, the MN report does not find that Grant Samuel acted improperly in relation to the 
advice it provided to the ILC about an appropriate purchase price for the ARR 

• Contrary to the claims in the radio inteiview, the Deloitte report found that the ILC governance arrangements were reasonable 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 expectations about the reporting obligations of 
its subsidiaries and align meetings or the ILC and subsidiary Boards and sub-committees; and the ILC should develop consoiklated financial reporting that 
includes tts subsidiaries8

• These findings related to actions that the ILC needed to undertake and did not suggest 1n any way that the actions were necessary 
because of the performance of the Voyages Board. The Deloitte report does not find. conclude or recommend that the ARR transaction be examined in more 
detaiL 

'. & Deloitte, Re\liew of ILC Board Governance Arrangements, March 2013r pp7-9 
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1. BACKGROUND TO THIS REPORT 

!n December 2013 Aegis Consulting Group (Aegis) was commissioned by former Directors of the Indigenous Land Corporation (ILC} and Voyages to objectively and 
independently: 

f' Examine whether public criticisms by the current Chair of ILC, Dawn Casey. the Deputy Chaii, Ian Trust, and CEO, Mike Dillon about the ILC purctlase of the 
Ayers Rock Resort {ARR) are appropriate given the full range of tacts and benefits associated with and previous independent reviews of1he transaction; 

,• C-Onsiderthe implications for the ARR of the public criticisms; 
:.. Rev1ew and prepare a detailed history of the ARR transaction; and 
• Consider any related llC and Voyages governance issues. 

!Former ILC and Voyages Dlrectors engaged Aegis because they were greatly concerned about the potential risks to the ILC, ARR and its benefits arising from the 
;apparent public campaign being conducted by the current Board and management against the ARR purchase. Aegis was commissioned because of its public policy 
~nd program evruuation experience, which included being engaged by the ILC in 201 o to review its performance against tts leglslative objectives. 

Aegis delivered its report in January 2014. 

'.Summary of January 2014 Aegis report findings 

'.The report found that 

11 In 201 i the ILC purchased the ARR for a net price of $292M to create an iconic asset with the commitment and economies of scale to significantly fncrease 
Indigenous training, emplayment and leadership opportunities at the ARR and in the national tourism sector. 

I 

· • The purchase has enabled the ILC to lift Indigenous emp[oyment from 1 to 215 at ARR and 283 across all Voyages businesses. 

• This employment reduces Federal Government welfare spending by about $2iM annually and $84-0M over 40 years. At current rates the ARR could train another 
7,400 Indigenous people over 40 years tor the benefit of tourism around Australia, particulany in the towns and cities in which they and their families live. These 
benefits cannot 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 $65M in 
cash on 31 December 2013. 

·., Public criticism may have (1} undennined the appeal of business, investment and/or sponsorship arrangements with the ARR; (2) reduced consumer confidence 
in the ARR, leadiflg to less visitors and events and associated revenue; and {3) disillusioned existing and potential Indigenous employees and trainees about 
participating in the ARR 

I 

· • 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 JiJJihorities and Companies Act 7997{CAC Act) requiring them to 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 not 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 irrefutable evidence contained in the independent revievi1s of lhe ARR or ILCNoyages governance by KPMG {2011}. Australian National Audit Office 
{ANAO) (2013), Deloitte {2013) and McGrathN1col (MN) (2013) to support the substance of, or rationale for, the public criticism of the ARR or te.111ination of the 
Voyages Board. In fact KPMG and ANAO found that the purchase and board deliberations were consistent with good business principles and ILC obliga1ions and 
MN concluded that it was not inappropriate. 

: • Despite publicly criticising the ARR purchase, in its submission to the lLC/lBA review {January 2014), the ILC reHed on the ARR and its benefits to demonstrate 
why the ILC should remain a distinct organisation. 

: • Accordingly, the public statements of the current Chair, CEO and other Directors regardlng the ARR and its governance 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) to the Hon Senator Nigel Scullion, Minister for Indigenous Affairs, (the Minister) 
making a number of claims about a fO!'mer particular Director of the ILC, and the governance by the former ILC Board in relation to the purchase of ARR The JLC 

·letter suggests that the MN report provides evidence to support the claims. The letter was copled to the Hon Tony Abbott MP, Prime Minister, and has been published 
. on the ILC website. 

~On 28 February 2014, the ILC CEO, Mr Mike Dillon, gave evidence to the Senate Finance and Public Administration Legislation Committee {ILC Senate Committee 
~ evidence) thaf: 
· • The MN 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 concerns about the membership and rote of the !LC Audit and Risk Management Committee. 

; • Suggested that the MN report raised concerns about the independence of due dfligence advisers {Grant SamueO to the ILC . 

. On 17 Apnl 2014. the ILC Chair, Ms Dawn Casey, claimed in a radio interview that10 
: 

i • 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 reUed on 

figures that were 17 months old. 
· • The De!oitte report1

, found a range of shortcomings in ILC governance; recommended that the ARR transaction be examined in more-Oetail; 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 Voyages Directors to prepare a supplementary report to its January 2014 report. Aegis has been asked to review 
; the MN report again to: 

'
9 Hansard, Australian Senate Finance and Public Administration Legislation Committee, 28 February 2014, pp25-29 

; 
10 Sunday Profile, ABC Radio, 17 April 2014 

; 
11 Deloitte, Review oftLC Board Governance Arrangements, March 2013 
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• Assess whether its findings, conclusions or recommendations substantiate the claims made in the ILC letter, ILC Senate Committee evidence and radio illterview; 
-a Assess whether, when taking into account all of its findings., the claims made about the former JLC Board's governance of the ARR transaction in the ILC letter, 

lLC Senate Committee evidence and racfio interview are reasonable and accurate; and 
• • Assess whether the claims in the ILC letter, ILC Senate Commtt"i.ee evidence and radio interview that are not substantiated by the MN report are mis!eading 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 Delo1tte report again to assess whether Its findings, conclusions or fecomme.ndations substantiate the claims made in the 
! radio i11terview-. 

~3. ILC ACTIONS AND THE CAC ACT 

·The Aegis January 2014 report concluded that in their pubflc crtticism of ttle ARR transaction the ILC Chair and CEO may have breached sections 22 to 26 of the 
· Commonwealrh Authoriiles and Companies Act 1997 (CAC Act}. 

'Sections 24 and 25 of the CAC Act require that a person must not improperly use their position or intonnation that becomes available to them as an official of a 
. Commonwealth entity to cause detriment to a Commonwealth entity, the Commonwealth or any other person. 

: The publication of the ILC letter has the potential to cause detriment to the reputations of f0011er ILC Board members, 1he !LC (a Commonweal1h entity), advisors to 
: 1he ILC and possibly 1he Minister. Th~ is because the !LC letter either claims, asserts and/or infers that: 
; • A particular Director may have acted improperly in relation to the ARR transaction. 
• The former ILC Board may have been negligent in its governance of the ARR transaction. 
• There are questions to answer regarding the -engagement ot and motivations for the advice provided by advisors to the ILC. 
• The Minister may have been seeking to inffuence the MN report by seeking a draft copy before its finalisation. 

·The !LC Senate Commftt.ee evidence, which echoes many of the issues raised in the !LC letter may similarly have the potential to cause detriment to the reputations 
: of former ILC Board membe!s. the ILC (a Commonwealth entity} and ac:Msors to the lLC. 

The radio inteNiew which echoes some of the issues raised in the ILC letter and !LC Senate Committee evidence and atso suggests that the Voyages Board 
: performance was reS1X1nsibie for 'shortcomings' in !LC governance may also potentially damage the reputations of Voyages Board directors. 
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_It seems inoongruous that officials of a statutory corporation created by the Australian Government would act in a way that could potentially publicly embarrass or 
;cause other damage to the reputations of former members of its Board, the Commonv.tealth entity in which they hold positions, and its portfofJo Minister. 

, The issue of a Commonwealth official's improper use of their position, or information that is made available to them as a result of their position, arises in relation to the 
, claims in the ILC letter, ILC Senate Estimates evidence and radio intervrew if it is found thatthe clafrns are misleading or false. As the claims are made on the basis ot 
·alleged evidence in the MN report and Deklirte report, ~hey may become misleadtng or false if they are not supported by evidence in the MN report and Deloitte 
report. 

:·Kev." 'fi~ing · 1: T:h;e-analysiSJh ·seciiQns :.~;;:&.'.aQCI ToFtttis Jef50rtindicat€Hha(tfle -~laifti~:made :in lire 110 ieti:er; :lLC-~nat~ Eifir0·ateS.:,eviPenoo.-ana~r.i9'i&::Jraervie\¥. 
~-are _DQ!.-supperted;,_bir-: ~;tindings; .. fui"iciuSiPrrs-or l'eeorum~tro·ns:-ii;l ~he Mt{ i"!aflort:or .belo_itte:. r-ewrt;:- -0{, :are-- basetb:lti -1:0e~~TeCnve-: ~~--of nfo[ina$n'.i~~t~·ec-fy1fr 
; repett Wl(f(:h--does ne>t:ret1~~1fle-mera11:Crinclusidns rn~ttre-MN4~port.;_ASsertiri!frriislea9ir:ig-or;ta!S~ stalemerrts may: mean lhanfi~·:~(; and--®:-Of.~"'l~G -~y 
j flaV~-ftnp~r:!y~u~dJfiei(JlQSIDQrlS q~:fnfonna,tiori ~.ilaµte. tp -them,"--i(l thei(cap~ffi85ji.$:CQmrrionWeatth.::offic~_fo. ctlU$~i:defiltnenft0:~lormefOirectoTs·:effti'ie: 
'.JE.C and V~e$~ ttie"JlC, ~i$9rs .tcf~e-ILG~ ariq0th? MiniSter:.: 11"ie[€-is·.rio QE?fii:l~on of tfre term impr9Perl{irrthe· CAC-ACfand 1tieref~·itS eidnary:meaning may 
1apply. __ -~ . - -- - - ~ - -:--~- - >---~- - . - _-: --- ---- -- .-_ ----- -~ __ -___ :·_ --· -- -~-~--~------
I 

'.4. LlMITATIONS ON MN REPORT FINDINGS 
' 

. The terms of reference for the MN report required a forensic audii of the ARR transaction. However in its report (page 2) MN state that 

'"We have not carried out an audit, nor have we verified .any of the informafon given to us by ILC. We have relied upon assurances from management as to the 
. accuracy of the information provided. As the achievement of any prediction as ro the results of subsequent trading is dependent upon future events, the outcome of 

~ wh;ch cannot be assured. the actual results achieved may vary materially from the projections included in this report. Jn all circumstances, whilst we beljeve that the 
: statements made by us in this report .are accurate, no warranty of accuracy or refiability is given". 

: Accordingly it is not clear that MN had access to all relevant information necessary to 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 201-:1} on the borrowing limits and guarantee powers of the ILC. 

·Aegis had the opportuniiy to review the KPMG report during the preparation of its January 2014 report. 
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iln its consideration of the ILC borrowing limlts and guarantee powers KPMG examined the ARR transaction and related Board governance in detail and concluded 
, that the ucomprehensjve and timely clue diligence process surrounding the ARR acquisition characterises the ILC performing its functions using sound business 
principles..i2• 

!The KPMG 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 controls, which would have been an expected response If there were concerns within government about the ARR 
!purchase. 
'.Furthermore, an independent review in 2013 by Deloitte of the ILC's Board governance arrangements found that the arrangements were reasonable except for the 
:fact that the ILC should develop a group wfde strategy including all its subsidiary businesses; ttie ILC Board should clarify its own expectations about the reporting 
'obligations of its subsidiaries and align meetings of the lLC and subsidiary Boards and sub-committees; and 1he ILC should deve1op consolidated financial reporting 
'.that includes its subsidiaries13

• 

, Thus, as indicated in the Aegis January 2014 report, the tlndings in the MN report appear to be in significant conflict with the KPMG report about the way in which the 
~ARR transaction was managed, and in confiictwlth the Deloitte report about general Board governance of ILC and Voyages. 

I 

'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 
'benefits or outcomes that may have been taken into account by the Board at the time or achieved since. A value for money assessment cannot occur witt1out proper 
; consideration o1 benefits/outcomes. In its report, MN admits (page 8} that "'the scope ot our review does not jnclude any consideration of non-financial factors that may 
impact on value for money and which may have been considered by the JLG (e.g. Indigenous employment}"-

: One of the purposes ot the Aegis January 2014 report was to examine the benefits o1 the ARR transaction. lt found that the ARR transaction has delivered significant 
benefits for the lLC, Federal Government and Indigenous people and would continue to deliver benefits into the future. 

! 5. ASSESSMENT OF lLC USE OF MN REPORT 

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

12 KPMG, FW.iiewofthe lLCsBorrowing Powers and Guarantee Limits April 2011; p49. The KPMG report was. commissioned by the Department of Families, Housing, Community 
: Services and lndigeoous Affairs (FaHCSIA} an<:! oversighted by Department of Finance and Deregulation {DoFD) and the lLC and copied to Treasury 

13 Deloitte, Review of ILC Board Govemance Arrangements, March 2013 
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It is important to note that the MN report draws flO 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 serious quesUons to be 
'. answered through public forums are entirely those of the ILC. 

- The overall conclusion of the MN report (page 12) is tha~ in their opinion, when considering {i) the cautions of previous Ministers about the ARR purchase, (2) the 
! insufficient progress of the ILC in carrying out risk treatments to an acceptable level and (3) 1he scale of the transaction - MN considers that "the ILC was deficient in 

documenting the appropriate delibetauon and assessment required to demonstrate sound business prklciples.. This does not itself mean that the acquisition was 
· inappropriate. However a transaction of this scale, requiring such significant borrowings, opens the fLC up to the charge that it did not adequately protect itseff 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 claims that the ARR transaction was subject to any impropriety on the part of Directors or that the 

. purchase was misguided. 

~ Key Finding .2: Tue tone; _wotds and fabric of. argument _coota.Tned-.iil :ilje .ltC-Jetter,. ILC Senate -'Estimates elifdence ·and radiofnteMeW. seenfto _ ~uggest that "the J LC 
i iS att~mpi:friQ to. use findings In the MN-r-eport. to daim th?t there was:atworst.imprcipriety; ·and. -at"feast incompetence,, at I?oaro ievel ih. re~n :tq.tfi~_ARf'.1-tarJsacbojl. 
_ and t!t~t ~ purcl_l_ase. ~sf~. ~S:~~~taf.On ·f?Y t~~ ~L~.o~ ~~ M~ ~epd_rt_ ~~~s-is £10t consis!~ntm!fl_~h~ ~311ac~al_co~~!u~i?~_4?f lhe-MN:repdrt · · __ _ 

i 6. ASSESSMENT OF ILC CLAlMS ABOUT A PARTICULAR FORMER lLC DIRECTOR 

? Summary of ILC claims 

; In summary it is claimed 1hat the MN report provides evrdence that: 

: • A particular Director failed to comply with ILC procurement poHcies in relation to the engagement of consultants during the ARR transaction, and this raises 
questions which should be answered (claim made in ILC letter and radio interview). 

! • The lLC Audit and Risk Management Committee {ARMC} (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 questions to answer {claims made in ILC letter and ILC Senate 
Committee evidence). 
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I 

:11 One particular Director 'drove' the transaction (clain made in ILC Senate Committee evidence). 

I• During his involvement in the ARR transaction a particular Director rlid not declare potential conflicts of interest arising from his connection wilh a major 
shareholder in the vendor of the ARR (General Property Trust) at the ttme 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 reappoint him to this position as subsequently requested by 1he 
Minister (claim made in ILC letter}. 

!Claim 1: Procurement of ARR transaction consultancies 

:The ILC letter and radio interview daim that ttie MN report concludes that a particular Director failed to comply with ILC procurement policies in relation to the 
iengagement of consultants on the ARR transaction . 

. 
jThe MN report co nslders the engagement of consultants on the ARR transaction in section 6.2 (page 59}. The MN report concludes that 
i 

. "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 JLC in making procurement decisions. Furthermore, the /LC is unable to demonstrate that its procurement processes were conducted in accordance with 
'the JLG purchasing guideJjnes and generally ac--...epted proC1.Jrement principles". 

;At no point during the discussion of procurement issues does the MN report refer to the role of individual ILC directors in the piOcurement of consultants. It is 
'assumed during the discussion in the MN report that the decisions to engage consultants was made collectively by the management andl'or Board of the ILC. 

·;Key Fmding·3~.There·are,rtof~.i~;~oone1Usions er·-recommentlatfuns m,tbe .. MN teport::.that St1pp0rt ib~ claim; and itW:O:Utd be a-faJS"e or misleading sta~eritta· 
'._sugg~~~f!Jise: · : · : . -~ :..:.··-~.--.~ -._.-:·~ ___ ·_·'·~· --~ ~ ~ : _ . · _.- ._-_· ~--·- . __ ,_ ·_ ~- __ : ~:.~ -~·-·-· _____ ~--· ~·-· .-- .~-~ ~·~;~- ... -______ ~~·~··_ . .: ___ ~.~ ·-· _ :· 

; Claim 2: Audit and risk management committee (ARMC) 

:Claims in lLC letter 

, The ILC letter suggests that the Chair of the ILC Audit and Risk Management Committee {ARMC} at the time of the ARR transaction had been in that position for 
'twelve years. ln fact he was a member oftne ARMC tor a total of fourteen years, of which he spent nine years as Chair. 
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' The MN report briefly considers the role of the ARMC in section 6.3 {page 64), even 1hough it acknowledges that it was not within its scope to do so. It is not dear why 
~ MN reviewed the role of the AAMC if it was not within the scope provided by the ILC. 

: The ILC letter claims that the MN report considered that the Director's lengthy membership of the ARMC and involvement in the ARR transaction created an inherent 
conflict of interest. H-Owever the MN report: 
• Does not discuss his or any other Director's membership oi the ARMC at all; and 
• Does not suggest in anyway that the ARMC was conflicted during its consideration of the ARR transaction. 

; The ILC letter afso 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 meetings 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 1his review the MN report concludes that 
: • The ARMC had almost no role in the oversight of col"ISideration 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 1inancial position of the ILC, the minlmal involvement of the ARMC was a deficiency in the then ILC 

governance process. 
i • The ARMC should have considered the ILC's risk management practices for the ARA transaction. 

' The MN report does not examine any possible reasons why the ARMC seemed to have a minimal role. For example, the discussion about the ARMC role does not 
! iliClude any infonnation about other formal or informal measures (such as sub-committees} used by the ILC Board at the time to manage the ARR transaction and Its 
; risks. Examination of these issues may have concluded that the ARMC had a limited role because the ILC Board instituted other mechanisms to manage the 
transaction. 

; The MN report also does not consider or discuss why the limited involvement of the ARMC 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 daims that a particular Director's chairmanship of the ARMC and invorvement in the ARR 
'. traflsaction represented a conflict of interest, and that the ARMC failed to oversight the transaction properly. Whether intentionally or otherwise, by conjoining these 
! quite separate issues, the ILC letter creates an inference that the particular Director may have had conflicts of interest that influenced the min[mal role of the ARMC. 

; Claims in ILC Senate Committee evidence 
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iln his evidence to the Senate Committee on 28 Februaiy 2014, the ILC CEO, Mr Dillon, states that "The audit risk committee should have had a key role in over 
'.sighting the transaction. The transaction was driven by Director Baffsk}t. Director Baffsky chaired the Audit and Risk Management Committee. The review notes that 
'the audit and risk committee dk:i not give due attention to the transaction. Director Baff sky had been on the audit and risk committee - I do not have the exact figure -
'for samewhere in excess of 1 o years. The Aildit Office guidelines say ttVo terms, five years or thereabouts, and another member of the 81Jdit and risk committee, 
: Director Jeffries, had been on the audit and risk committee for nine years. So the committee had been locked in place for too long and the review found that that was 
~a key corporate governance issue the !LC should address. Of course when the new boafd was appointed in October 2011, they immediately rook action to renew the 
~audjt committee. That was when, sudde!lly, conftict emerged within the board 4

• 

;uke the ILC letter, this statement also seeks to conjoin separate issues whtch can create the impresslon that a partict.J!ar Director's chairmanship of the ARMC and 
involvement in the ARR transaction represented a conflict of interest which somehow influenced the minimal role of the ARMC in overseeing the ARR transaction. As 

I 

1discussed above the MN report does .not discuss any Dii'ector's membership of the AR.MC and does not suggest in any way that the ARMC was conflicted during its 
'consideration of the ARR transaction. 

1While Mr Dillon suggests that the MN report reached a conclusion that the length of time Mr Baffsky and Mr Jeffries had been on the ARMC was a key corporate 
;governance issue the !LC should address, the MN report does not in any way: 

'• Discuss the make-up of the AMRC or the length of time Directors served on it. 
'. • Discuss any of the Directors on 1he .A.MRC and the roles they played in 1he ARR transaction. 
'• SUggest, 1ind or conclude that the AMRC was conflicted. 
i• Suggest, find or conclude that there was any reason why the AMRC had a minimal role in the ARR transaction. 
i • Suggest, find or conclude that the AMRC, its role, operation or membership was a "key corporate governance issue the ILC should address" . . 
I 

i ~=.fiooipg~~-A.lldit-ancf nsk . .managem~-c~0!11m~i: fengtli1>'f.CJ1airs~~m;· · ·Tli~1t'c~·.claims-mat·ttfe- MN~rep6ft.'foor:i<f1fiafihEf lerijth.'oHime:thaf·one; 

· 
14 Hansard, Australian Senate Finance and Pubic<: Administration Committee, 28 February 2014, p28 
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• D6es not inc!ooe ·.a:ey findings;· concluSions:· ofreec;mrnend:ations: that·one '.Di.rector's·:chairrrianship 91' U:iE1. !\RMC and-.in~~emef.lt·ln·'ther ARR)r~cti¢n·:w~-a 
·JJPSstile rea~cm definih!i tne:ARMC'ro!EiJiftn~t~:actiQri.or.ffiatthe:ARMCrolewas!aftected bYafiYc:Onflictof:iiiterMt -. · - ~ · .··~_--. . = : .-- · . --: : :; 

. • tloes,notihclude -cifiy~findingS~·ooncllioons_qr rec0mmenaatc0ns .that. tiie;~RM'c· ·role,..~~ratiOn ana:membersilip, w.as;-<1 key .corporate~go\tern~· iSsue:lhafthe 
; .. _ ~LC.-sti6uU:fadillre8s.;· _ : :- __ -~- ' - · - · - -- · .,. _.-. _ -- -. _ .. ·:~::·- ~<-: 

'.~~ror~9-~~ .a~y_sta~~~~~~e_xpii~~Y:~~ ~~i~~~~ ~~afu_~~~~.era~~~~~ ~~~c~~·~:f<il~_ ~d·~~sie~~::: ___ -~- ~-~ ~-- ~ : _ L 

;Claim 3: Director's authority 

; The JLC Senate Committee evidence asserts that a particular Director 'drove' the transaction, and names this Director as Mr David Baffsky. The ILC letter claims 1hat 
; the Chair of the ARMC was "directly involved in driving the acquisition" and tile MN report considered this serious issues needing to be addressed. 
i 

: These statements seem intended to suggest that a particular Director was acting in some single capacity without the full rem[!: or authority of the Board and therefore 
; was able to make decisions about the transaction alone. 

i There are _m 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 agreement. The MN repon focuses on Board decision making in relation to the ARR transaction and 
· conciudes that while Board dec1sioris could have been better documented, the Board was responsible for decisions to undertake the due diligence on the ARR 
'.transaction and purchase the ARR. 

; In 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 relation to the 1 October 2010 decision to acquire the ARR However, based on our 
1 review of all board meeting minutes for the period 27 August 2008 to 20 June 2011, we make the following general observations: 
l • The /LC has a dedicated board secretariat function. Board packs appear to have been prepared and made available to directors in advance of each meeting; 
; • For each of the board meetings reviewed, the secretariat would personally attend, draft the minutes, and finalise the minutes after implementing any required 

changes. McGrathNiool was able to locate minutes for each of the board meetings held over the relevant period; and 
• The Board meeting minutes appear ta 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}: 

!·From our review of the Board minutes and the Board Land Acquisition Decision dated 1 October 2010, we note that whilst the Board Land Acquisition Decision 
!provides a summary of the due diligence worl<: undertaken, ft does not c;learJy set out the findings of the due ditigenc.e actMties and the relevance to the decision to 
ipursue the acquisition The JLG Board resolved that the transaction w.as in the lLC's best interests and for its benefit. It is considered prudent to support an 
:overarching comment such as this with a summary of the reasons why the transaction was considered to be in the best interests of the ILC"'. 

,The Aegis January 2014 report included consideration of the evidence of the former 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 abstained15

• This evidence ot the former ILC Chair who presided 
jover the purchase of the ARR is a powerful counter point to the assertion that one Director was responsible for directlng the ARR towards the purchase. 

!l{ey Aooiijg-:6.:·:--n1ere,are :no-fii't_Clmgs;·OO:ilclUSibns. of·reci:nnmeir~1ion$ii;l 't.he ;MN ;re.Pbr.flhatsqppbit ·1his ii$seroon; and :it vroul{foe=a.:false::or::mfSteadirig:statemeiJT 

;·10:~~~~~-~~ :. ~ ~~:- -'~ --~ _:__~~-~ -:~- ::~ ~- ·::~-~>-~· ~-~-~-~::.::·-=-~--~---~~:-~~.:::~-~-· __ ::..:-_:_:_-_:_ ----~ ~- ~ .. _:. -~<'-·- _:_~_:: __ -_·_~~~,_>;_-~;_.::~~=~::~::: ---~~:-~-~: _:-:: 

~Claim 4~ Conflict of interest 
! 

i 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 a major shareholder in the vendor of the ARR (General Property Trust) at the time the ILC purchased it. 
I 

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

: In relation to ttie connection referred to in the ILC letter, the MN report identified this as a Directorship held by Mr David Baffsky ot Singapore Airport Terminal 
: Services, which is 43% owned by T emasek Holdings. Temasek holdings is 100% owned by the Singapore Government. The Singapore Government is also the 100% 
.owner of GIC Private Limited which has an 11.65% shareholding in General Property Trust, the vendor of ARR. 
I 

1 
The MN report concluded that it ~has no furlher knowledge regarding this connection, and therefore cannot conclude whether or not it represents a conflict of interest 

; However, the connection appears to be remote~ 
I 

I KeY .Ff riding: 1: !here··are. no-fihdi~ ·cooclu~ions·.at ~ec0mme00ations ·1r1 fl:ie 'MN. repOi:t'that su~rt this=clairh,_ ~·rr.wru,d))e a. fal~_ or mfSl~qi~g ·s~tem~ntt~' 
~s~est~therwe;e-.- - - _ _ . - - - ~· . - _ - _ _ _ _ _, 
:-· ·- -- -- - - - - - - - -·- ---- - - --- -- --- ---- -- - ---- -- - --- --- -- -- - - --- ----- - - - - -- - - -- - - ---·-... -- - ------- -

; 
15 Ms Shirley McPherson, I etter to the Otair oft he Senate Finance and Public Administration Committee, 9 December 2013 

I • 

i 

May 2014 Supplementary Report on Indigenous Land Corporation issues 23 

N 
0 
...... 
U1 

1-3 
c 
l!I 

...... 
U1 

l§l 
0 
O> ..... 
....... 
0 ..... 
U1 



~egisconsulting 
.. , group 
Public Policy - &:ooomics- Govemment- StratEgy 

; The MN also considers Mr Baffsky's role as Honorary Chairman of Accor Asia Pacific. whk::h was awarded the hotel service contract for the ARR by Voyages after a 
. competitive process. The MN found 1hat he properly declared his confltct of interest and took no part in considerations and decisions by the Voyages Board about the 
· hotel services contract 

lt is curious 1hat the ILC 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 m relation 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 tha!: a particular Director be reappointed as Chair of the Voyages Board. The ILC letter clajms 
; that in part the fLC decision not to reappoint him was correct because the MN report delivered in December 2013 provides "ampre evidence"' to support that decision. 

~ Based on the reviews of the MN report as part of the Aegis January 2014 report, and now as part of this assessment, it is clear that there are !!Q. findings, conclusions 
; or recommendations in the MN report which could in any way be regarded as evidence to support the initial removal of the Chair of the Voyages Board, or the refusal 
'. of the ILC to reappoint him as apparently requested by the Minister. 

: Key·Findifig:s: 'Thete-.are·ru:dindihgs~-.:conclasiolis or recornrhe.rldaticins.irfth~ MN tepoit1fiafsupp0rn:n!S daim,.ancnrwould 'oo'a.fats:e-:~ir mis~ sfatemeoftO: 
~ sugge~~~~_eiwise .. ___ -_ _ __ _ __._: ____ ,· _ · ___ -~. _-_ -· · · · _ .~ __ --· - _ --~-- __ -_ ·. - , _ ~ .. ~-- ... >~-- · ~A~~ ~-- __ ;~ 
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. 7. ASSESSMENT OF ILC CLAIMS ABOUT FORMER ILC BOARD GOVERNANCE 

i Summary of ILC claims 

: The ILC letter claims 1hat the MN report suggests questions need to be answered because: 

; "' The Board failed to consider the most recent financial performance of 1he ARR and relied on a valuation that was 17 months old. 
· • The Board failed to adequately mitigate risks ide!ltified in the due diligence. 
I 

: • The Board relied on i1nancial projecnons that were not conservative. 
• The Board did not adequately record the voting intentions of all Directors. 

: The ILC Senate Committee evidence claims that16
: 

i 

• The MN report includes 25 headline findings of concern. 
i • The ILC Board paid too much for the ARR. 
• Grant Samuel was paid partly via a success fee (percentage of the purei'1ase price} which would have incentivised them to recommend a higher purchase price. 

I 

: The radio interview claims 1hat17
: 

· • The MN report found that the ILC Board did not ronsider the latest figures before them about revenue returns and otller commercial issues, but relied on fgures 
that were 17 monttis otd. 

• The Deloitte report18 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 re~onship with its Voyages subsidiaJY, which did not exist. 

! • The Voyages Board was tenninated because its members included persons who were responsible for the shortcomings identified in the Delottte and MN reports. 

; 
16 Hansard, Australian Senate Finance and Public Administration Legislation Committee, 28 February 2014, pp2S-29 

: 
17 

Sunday Profile, ABC Radio, 17 Aprfl 2014 
: 

18 Oeloirte, Review of I LC Board Governa nee Arrangements, March 2013 
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Aegis January 2014 report 

The Aegis January 2014 report makes a detailed assessment 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 particularly in relation to: 

• The valuations used by the ILC Board when considering the ARR purchase, and the ARR purchase price. 
• The risk management undertaken by the Soard . 

. The analysis in the Aegls January 2014 report shows that the claims made about the ARR transaction by the ILC m a range of public forums are potentially 
misleading, when taking into account all of the information contained in the MN report (2013}, Deloitte report concerning ILC governance (2013}, KPMG report 

: concerning ILC borrowing powers (2011), Dransfie[d advice on tourism asset valuation {2013). and the ILC's own submission to the review of the ILC and lndigenous 
Business Australia {2014). 

Assessment of claims 

As discussed in this current report, 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 carrying out risk treatments to an acceptable level and {3} the sca1e of the 

· transaction - MN considers that "the JLC was deficient in documenting the appropriale deliberation and assessment required to demonstrate sound business 
: principles. This does not itself mean that the acquisition was inappropriate. However a "transaction of this scale, requirhig such signifICant borrowings, opens the lLC 

up to the charge that it did not adequately protect itself against downside risk". 

The Aegis January 2014 report also identified 1flat, while the MN report made a number of findings to sUPJXlrt 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 lLC was a motivated purchaser, but the process lndlcates it was not prepared to purchase at any price. 
• The transaction was consistent with ILC powers and obligations under ATSl and CAC Acts. 
• Vendor tinance arrangements 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 refation to occupancy was reasonable. 
• The !LC Board decision was based en and followed 1he advice of consultants. 
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Key ·Anding: 9:- SelecliVe u~ of infQl'matioo: The ILC letter, ILC-~ri~ C6n'n:l11l,tee.evidente:.anct:radio lntervievt·selective!y-iJse·some-YJJidings and fl:ol· other$ 
about impbmintrss(les. SelectiVe·i.rse of some.nnoi~s·and. oot others.can ·ea5lly biimis!eadir:ig and leacfto-.i~urate c0nclusioris-~uftrje.·A~~.transa:dion;.: · 

: 

·The claims foeus.orl-tihdirigslil 1hEi MN·reportrelalinglo-ARR-ttansaction issues thartQulcl have beenbett~r managed~ Ho~ver-tbere are-also 3:.senti$.offindings iii 
: the MN report f?lating to the. good' management-of the -~R tran~on·-ttia~ ate_"1l0t ·ref~rred'to in "lhe c0mmunieaticin·by 111.e- ILC. Seleetwe use ~f M~·-repoi1 findingS 
can· preserit a very Mgative piCtura:of_ ttie·ARRtransacUon wbiCh w00fd.1fot be p~~!e if-al.I theiindlngs.-are·consldered.'.iii the conre~~!-tfie·tum report : . . 

. . . 

: To achieve a'rn;lancedV1evv .ot the MNieport.and the implications for-ihe--ARR'transaction. it'is .. cntCal'to·take accounrotall tfie ~inding~ together .. -
-··· - - - -~ - - : - - - . 

: When ~fscllssing 'the Board"S: c0ns1deration 'of the:pUrthase ptit~and relatectrevenue ~ ci:lrnri'l erdal iSsue5 the MN reporfd~es.not nfld Or. eortclu~:thatlhe· BOard '. 
~~ed to con$i~r:up.ro·da~ r~ue-.~ -COmm~rchl!ssues:~ .. ~foreftle_!ll_.as: asserted.in the radio ·inte!'View. · _ _. _ _ _ _ _ - · 

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 one hand the MN report found that (pages 19-46): 

• The Grant Samuel (GS) financial model was influential on the Board. The GS model is standard pracllce in mergers and acquisitions_ 
• The price was consistentwith !he NPV suggested in the GS model. 
a GS model assumptions about NPV of cash ftows was conservative and more conservative than romparab!e assessments by Colliers and CBRE in their 

valuations. 
a GS modef consideration offorecast 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 !LC 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 !LC. 

' 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 inflated NPV. 
• GS model cape;<. forecast consisted of essential ca:pex only and may not 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 sensitMty analysis on the NPV prior to the Board decision in October 2010. 
' • The GS sensitivity analysis provided to the Board in November 2010 woutd have reduced the NPV 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 should have been undertaken, rather than the CBRE one being relied 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 related governance than the view being promoted in 
! the ILC letter, ILC Senate Committee evidence and radio interview. 

· Risk management 

Ano1her good example of the need to consider all findrngs together arises in relation to risk management 

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

• A ccmprehensive risk management plan dealing with operational and transactional risks was prepared with assistance of consultants and presented to the Board. 
Risk management Slrategies for extremeT high and moderate risks were prepared and documented. 

• Of the 9 key risks tdentified in the ARR transaction risk management plan MN considered that 5 had reasonable Tisk treatments and post risk ratings. This 
included the satisfactory development of a sensttised 10 ysar financial forecast based on conservative occupancy, reflecting a downturn in wortd economic 
conditions. 

'. On 1he other hand, the MN report found that (pages 48-52): 

' 
· • While the due diligence includec:l 1 o 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, to maintain the standard of the ARR and this appears inconsistent with the optimistic operating forecasts. 

: Considering all of these findings offers a fuHer understanding of the Board's decision to purchase the ARR and related governance than the view being promoted in 
; rhe ILC letter, ILC Senate Committee evidence and radio interview. 
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~ K~y-FinCling _10: ARR"p.uri:tiase=prWe.11nc:f.:iiSkmana;jJ~mem:~wen;tfl~f narure::oftne firidingS-in the:Mf.hepart,: it is non~·nanteJ~·s:etectrvely'uses4;1rneJin;fin~ 
i to· cntlcise· fl1e:Afi{f::i':parc.hase, but ·i@Ocei <ittletfi°nd(nQ$. thaf p~~ni-~- r.n.ore: :p0sitiYe: .picture of ~:tran5action. -Tnis--apjlroach- increases: tile .tisk.-thaf '!ile-:.AR~ wlll ,b"~ 
'. vrewoo negatwet~lwhen'th1s· view .is not ennreir~~rate.--Thi-~ dutoome 1iia.Y-nav€a:negative.~impacl oo:*e:·ca"pactty 01-tti_e-:AffR_-ro-,CiJ~uct: ·a,-ncf m&e~b{iSiiless:.-wffh 
1 ~~-"an~s~wfet:~ ~ · _·· __ : __ : __ ___ _ ___ · _ ~ -_--_ _::_-_ __ - --- ~----- --- - --- --- -- = - -' -- - - -- - ------ ~-'-_ -~ ·-=-- -- -

; Grant Samuel fees 

~The lLC Senate Committee evidence suggests that the MN report found that the success fee pafd to Grant Samuel {GS} was based on the value of the ARR 
; transaction, and that 1his may have improperly led GS to advlse the lLC to accept a higher purchase for the A RR. The retevant section in the evidence is as follows_ 

I 

l ·Mr Dillion: The first point to note from McGrathMcol was that the CBRE valuation that the board had available to it when it made the acquisition was 17 months old. 
; McGrathNicol did some calculations. They indicated that had they had an up to date valuation the value of the resort would have been in the order of $2SO million-not 
; $300 million. That goes to the poini of paying too much. A further key finding W8S that the due diligence, which -eost $6 mtrlkm was on a SUCC8Ss-fee basis. There was 
: no appropriate selection process around the selection of due diligence consultants. Grant Samuel received one per cent of the purchase price which -
~ Senator Seselja: So the higher ihe purchase pric:e the more the person would rece;ve? 
: Mr Dillon: Absolutely. 
l Senator Siewen: ls that usual? I am not an expert on due diligence but -
~ Mr Dillon: We understand there are precedents in the industry about this but -
j Senator McKenzie: Which industfy? 
'. Mr Dillon: The due diligence for the reai estate industry- hotel acquismons. 
; Senator Seselja: It wcis effectively an incentive tor the individual or comp81ly to value it at a higher rate because they would get more of a success fee. 
~ Mr Dillon: Exactly. That is the concern that McGrathNicol raised'19

• 

~The MN report does not find that there was any improper conduct on the part of GS. The MN report found that (page 9): 
I 

: 'US~ advisory fee was based on a percentage of the purchase price of the ARR. Whilst commonplace in the fmanciaJ services sector, a fee arrangement of th;s 
: nature does not incentivise an advisor to seek the lowest possible transaction price or advise against the transaction_ We make no fmding that GS acted improperly in 

this respect. However we consider that it may have been prudent for ILC to consider alternative fee structures': 

! The nature of the ILC Senate Committee evidence may be damaging to the reputation of GS, even though the MN report found GS did not act improperly. 

' 
19 Hansard, Australian Senate Finance anrl Public.Administration Legislation Committee, 28 February 2014, pp27 
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; Key Eirid'Ujg -1,~:::G~nf 'Samuerfee$.: Ttie;. MN: report. doe~f'ritirffOO 'tftaf~ ~adoo impr,pperiy-;iri-relatiQtl'l<rthe adV!c'ef,mprovlCletrto-=tt'ie I LC-abbnt.:an- $.Pro~rat:Ef 
= eiJr6~ase-~ricerorjheARR~_-_:_~:-_.: ;:-~: · --~~-: __ · ~---~- _- _ : ~: 7 

.. :_.-~--- .: _- _ • ~· --~:: ~' -~---- ~ --~- -.: •• • ____ : __ ·_ ·_ - _. --~~:. _ -:~_~:: ~--,·_--._-_- _:: _: i~: ~ --~ -~ '. 

! Deloitte report findings 

~ In the radio interview it is claimed that the Voyages Board needed to be terminated because its members were responsible for the shortcomings identified in the 
: Detoitte 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 Deloftte report does not find, condude or recommend that the ARR transaction be 
: examined in more detail. The Deloitte 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 pro'Vlded examples of where the ILC could fonnalise its protocols for communicating with government; ensure its 

procurement policies are adhered to; conduct appropriate communication with stakeholders and fonnalise its conflict ot interest dec~tion policies~. 

: With respect to the ILC Board governance in general the Detoitte report found that the arrangements were reasonable except for the fact that the ILC should develop 
i a group wide strategy including all its subsidiary businesses; me JLC 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 subsicliaries21

. 

~ 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. 

i Key Fmding 12~ Deloltte: report findings~ "The J?eloitte -re:p(?1:t does not-find,. GQnclude _or ~recernrnena ·that the ARR tranSaction be eXaffiined in _morn detail. The 
~ De!oitte· rep0tU00Ad that the ILC go.vetnance·. arrangements \vere-tea5onat::ile and t11at.m1nor 'imprOV-emerits were needed. The repdrt did. not. find. ttiai the~ 
; improveme$ Y.rere requi~c:i·~~se_of~~-~o~~-of_~~ )(oya~es· Board;_ __ __ _ _ ____ _ _ _ _ _ __ _ _ _ _ _ __ _ _ _ ... _ . _ _ _ _ __ _ _ ____ .. _ 

' 
20 

Oeloitte, Review of !LC Board Governance Arrangements, March 2013, p57 
: 

21 Ibid, pp7-9 
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