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APPENDIX 1: Risk Identification and Treatments
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The Business proposal

Acquisition of five tourism resoris with their operating businesses and a suitable
management platform to operate the businesses.

The resorts are owned by Global Property Trust {GPT) and include Ayers Rock Resort
{ARR), Alice Springs Resort, Kings Canyon Resort, Ef Questro and Wrotham Park Lodge,
and are offered for sale as a package collectively known as the ‘Central Australian Assets”,

The properties were valued at $440m in 2007 and the global economic arisis may
present a unique opportunity to acquire the resorts and thelr businesses off value
weaknesses, at a time when there are limited investors in the market.

Analysis by Grant Samuel suggests that the assets and businesses may be purchased for
$290 million.

Wana Ungkunytja Pty Ltd ("Wana Ungkunytja”) has a pre-emptive right of first refusal to
acquire Ayers Rock Resort and Alice Springs Resort under a Deed dated 3 December
1997. Wana Ungkyunytja approached the ILC regarding the opportunity to potentially
acquitre these assets, with the understanding that they are both significant and relevant to
Indigenous people. The IL.C and Wana Ungkunytja formed a consortium to investigate
acquisition of the assets for which Wana Ungkunytja has right of first refusal, the other
Central Australian assets (Kings Canyon Resorf, Fl Questro and Wrotham Park Lodge),
and the Voyages platform to manage the businesses.

The Consortium is one of a small number of parties who have been invited to proceed to
due diligence with final binding offers for the acquisitions due on 17 December 2008.

Due diligence

The ILC engaged the following parties to conduct due diligence on acquisition of the
properties, the businesses and the Voyages platform:

i. Grant Samuel (coordination of due diligence and business structure proposai)

2. Planned Property Management (Property due diligence)

3. Baker & McKenzie Solicitors {Legal due diligence of the properties and
businesses)

4, Horwath HTL {Accounting due diligence of the businesses)

5. BeachFame (Bob Teague - Specific due diligence)




6. Corrs Chambers Westgarth Lawyers {legal compliance of acquisitions)
7. Simon Barlow (Hotel expert)

The outcomes of their analyses are summarised in this Board paper, and their full reports are
tabled at the Board meeting.

Indigenous benefits to be delivered — key opportunities

-]

Establishment of up to five Indigenous-controlled tourism enterprises

Employment of 300 indigenous staff in the resorts by 2013 and 400 by 2016
(representing 40% and 50% respectively of existing employment in the resorts). The
resarts and their operating businesses currently employ almost 400 people, with only 10
being Indigenous.

Development of a national Indigenous tourism and hospitality raining academy at Yulara
that produces accredited Indigenous graduates and transitions them to employment in the
acquired resorts and mainstream tourism and hospitality indusfries, including through the
Aboriginal Employment Covenant

The acquisition of land of significant cultural value to Indigenous people

Granting of over 378, 000 ha of acquired land to appropriate Indigenous title holding
bodies, on condition of negotiated lease-back agreements of up to 99 years

Build partnerships and programs with local Indigenous communities, including Mutitjulu,
to support the education and training of Indigenous youth and to assist their fransition
into employment in the resorts and the tourism indusfry.

This project is an opportunity fo create real jobs and economic development for the
significantly disadvantaged communities In the vicinity of the resorts, and to provide training
and job opportunities for Indigenous people from other parts of the country.

Costs of acquisitions and project

Acquisition of Central Australian Assets $282.0m
Acguisition of balance of Kings Canyon Resort $ 8.0m
Capital expenditure for infrastructure/modernisation $ 93.4m ($79.6m at ARR)

Management of the businesses {for at least the first 2 years)  $ 32.9m
Delivery of the employment and training model (capital) $ 1.5m
Delivery of the employment and training model (operational) § 0.86m pa

incomg and Financial Returns
Cash Flows from Central Australian Assets (§ millions) (Crant Samuel)




Cash flow from the resorits and operating businesses

The above table, prepated by Grant Samuel, assumes the acquisition to be debt funded as to
30% and future capital expenditure is fully debt funded. Given the significant capital
expenditure requirements in 2009 and 2010, the foan to value ratio is just under 60% in
2010, However, as stated below in section 5.4.2, the ILC may need considerably more

borrowings.

Key risks

¢ The need for the ILC to horrow up to $300m, especially given the uncertainty of income
from the Aboriginal and Torres Strait Islander land Account and the world economic
crisis that will impact adversely on tourism
The negative returns from the businesses in the first two years
The need to expend an estimated $93.4m on capital expenditure for infrastructure/
modernisation of the resorts

o Native Title issues impacting variously on the properties

e Environmental contamination issues on some properties that could be costiy to remedy
Assuming responsibility for municipal services and governance for the township of Yulara

and administration of the airport




1.1. Previous Board Discussions

At its Meeting No 121 of 27 August 2008, the Board indicated its support for the ILC to pursue
the acquisition of ARR. At its Meeting No 122 of 22 October 2008, the Board made the following

decision:
That the Board:

o Notes that the ILC has progressed to the second round of the purchase process regarding
Ayers Rock, Alice Springs, Kings Canyon, El Questro and Wrotham Park Resorts.

Notes and approves that Grant Samuel’s fee for progressing the due diligence regarding
the above properties will be $70,000 per month, for a maximum of three months, and

rebatable against the completion fee, as below,
Notes, in the event that the ILC completes the acquisition of part or all of the Voyages

Hotels and Resorts porifolio, either on its own or as a member of a consorfium, the
completion fee of one per cent of the total consideration paid or payable in respect of

the transaction,

Notes that out of pocket expenses (including travel and accommeodation costs) will also
be reimbursed by the ILC to Grant Samuel, with prior approval of the ILC to be
obtained for any of these expenses.

« Authorises the General Manager to sign the agreement with Grant Samuel on the above
terms and o engage other specialists/consultants for the due diligence, as required.

Moved: Director Baffsky
Seconded: Director Goolagong-Cawley
Carried

]

1.2. Discussions with the Minister

On 25 September 2008 the Chairperson and the General Manager met with Minister Macklin
and, among other matters, discussed the ILC's possible purchase of ARR. The Chairperson floated
with the Minister the possibility of having $100m of the Land Account’s funds forward-committed
to the ILC for the purchase of the resort. The Minister indicated she would not support such a
measure as she wished to preserve the capital value of the Land Account. The Minister also
indicated that she would not like to see the [LC use any of its existing funds on the project as it
would be detrimental to other projects and other regions across Australia, She believed that the
ILC was doing very good work through its current programs and it would be unfair fo divert those
resources into one project. However, she indicated that if the ILC could fund the proposal
through borrowings that did not draw on the [L.C’s existing resources, then she would have no

difficulty with the ILC pursuing the possible purchase,

The Minister also asked whether the ILC could discuss joint funding of the project with IBA. The
General Manager subsequently contacted the IBA General Manager who stated that IBA was not
overly interested in the project and if it was interested it would only commit up o $20m of its
own funds. Further discussions revealed that IBA was not interested in pursuing the acquisition of

ARR,




1.3. Background of the project

GPT Group {(*GPT”) is one of Australia’s largest listed property groups. GPT has decided to seil
some assets in its hotel and tourism portfalio, Voyages Hotels & Resorts {"Voyages”), The
Voyages portfolio includes 21 hotels, resorts and lodges, Of these assets there are five businesses
located in central and northern mainland Australia:

#  Ayers Rock Resort;
Alice Springs Resort;
Kings Canyon Resort;

g El Questro Wilderness Park & Homestead {(“El Questro®); and

a  Wrotham Park Lodge;

{collectively referred to as the “Central Australian Assets”). GPT has appointed Jones Lang LaSalle
{"JLL" to sell the assets.

Wana Ungkunytja Pty Ltd (“Wana Ungkunytja”) has a pre-emptive right of first refusal to acquire
Ayers Rock Resort and Alice Springs Resort under a Deed dated 3 Decemnber 1997, Wana
Ungkyunytja has approached the 1LC regarding the opportunity to potentially acquire these
assets, with the understanding that they are both significant and relevant to Indigenous people.
The ILC and Wana Ungkunytja formed a consortium {the “Consortium?) to investigate acquisition
of the assets for which Wana Ungkunytja has right of first refusal, the other Central Australian
assets (Kings Canyon Resort, El Questro and Wrotham Park Lodge}, and the Voyages platform to

manage the businesses.

The Consortium is one of a small number of parties who have been Invited fo proceed to due
diligence with final binding offers for the acquisitions due on 17 December 2008.

The ILC engaged the follawing parties to conduct due diligence on acquisition of the properties,
the businesses anid the Voyages platform: .
1. Grant Samuel {coordination of due diligence and business structure proposal)

Planned Property Management (Property due diligence)

Baker & McKenzie Solicitors (Legal due diligence of the properties and businesses)
Horwath HTL (Accounting due diligence of the businesses) '
BeachFame {Bob Teague - Specific due diligence)

Corrs Chambers Westgarth Lawyers (legal compliance of acquisitions)

Simon Barlow (Hotel expert)

N oA

This Board Paper describes the results of the due dlllgence, and presents the business case for the
acquisitions for the Board’s consideration.

1.4. The Business proposition

The proposal is that the ILC acquire the Central Ausiralian Assets and an appropriate
management platform to operate the businesses,

Approximately 881 people are currently employed across the Central Australian Assets, of which
only 10 are Indigenous. Therefore, there is a significant opportunity to create Indigenous-
controlled tourism enterprises and over 300 Indigenous jobs in these resorts by the fifth year of

operation.




The vision is;

o To establish up to five Indigenous-contralled tourism enterprises that employ significant
numbers of Indigenous staff;

¢ To establish a natiohal Indigenous tourism and hospitality training academy at Yulara that .
produces accredited Indigencus graduates and transitions them to employment in the
Resorts and mainstream tourism and hospitality industries, including through the
Aboriginal Employment Covenant; _

e To acquire land of significant culiural value and to grant that land to appropriate
Indigenous title holding bodies, with arrangements that allow the continuing operation of
the Resorts and their businesses; :

¢ For the ILC to work in partnership with focal Endigénous communities to train Indigenous-
youth and assist their transition into employment in the resorts and the tourisnt industry.

1.5. Uniqueness of the opporiuniiy for the ILC

These properties were valued at $440 million in 2007, Due to the global financial crisis, there
may be a unique timing opportunity to buy off value weakness and when there are only a few
investors in the market.

The prospective purchase price of $290 million represents a possible opportunity for the ILC to
attempt to acquire the land and the businesses for the interests and benefits of Indigenous people.

This project represents an opportunity to create real jobs in land-based tourism and will
contribute significant flow-on economic, environmental, social and cultural benefits for
Indigenous people in regions that severely lack economic development opportunities and that
suffer chronic social disadvantage. Through the Academy, the 1LC would be a source of recruits
in response to the Australian tourism industry’s demand for work ready and trained Indigenous

employees.

1.6, Project objectives

1. Acquire ARR, Alice Springs Resort, Kings Canyon Resort, El Questro and Wrotham
Park Lodge to establish five indigenous-controlled tourism enterprises

2, Employ up to 40% Indigenous staff in the resorts by 2013 and greater than 50% by
2018 and beyond;

3, Develop a national indigenous tourism and hospitality fraining academy at Yulara that
will produce accredited Indigenous graduates and transition.them to employment in
the Resorts and mainstream tourism and hospitality industries, including through the
Aboriginal Employment Covenant;

4, Grant the acquired land to Indigenous titte holding bodies under approptiate
arrangements, on condition of negotiated lease-back agreements of up to 99 years;

5. Build partnerships and programs with local Indigenous communities, including
Mutitiulu, to support the education and training of Indigenous youth and to assist their
fransition into employment in the resorts and the tourism industry.

1.7. Profect scope and timeframe
If the Board approves the acquisitions, the project wili involve the following three phases:




PHASE 1: ACQUISITIONS & BUSINESS MANAGEMENT PLANNING
1. A bid will be made to acquire the properties and Yoyages platform.

2, |f the bid is successful, lawyers, Baker & McKenzie have indicated that it will take at least
three months from completion of the acquisitions to settlement.

3. During this 3 month period, the following planning will be completed by the ILC and a
comprehensive Project Plan will be presented to the Board that includes the following

detailed reports: :
a) Project Governance report describing roles and responsibilities of Voyages and

the ILC;

b) Human resource plan including recruitment and retention of key staff;

¢ Communication, marketing and change management sirategy;

d) Revised project risk treatment plan including how the businesses will be managed
in accordance with ILC policies and legislation; and

e} Plan for development of divestment strategies for the properties.

PHASE 2: MANAGEMENT OF THE BUSINESSES

1. Development of Indigenous employment and training plan describing how  the
employment modei will be implemented-in the businesses.

2. Properties and businesses managed in accordance with Project Plan.

3. Monitoring and evaluation of the progress and success of the project through regular
reports to the Board and the Audit and Risk Committee.

PHASE 3: GRANT OF THE PROPERTIES & ONGOING OPERATION

1. Grant of the properties to Indigenous organisations, with land leased back, for up to 99
years, to the ILC where required. :

%Luu o S T e S E . )
( 2. Rationale for the acquisition and benefits =~

i

2.1. Regional Confext

Mutitjulu, a community of 217 Indigenous people!, is sitvated less than 30 km from ARR. The
Mutitjulu community has been identified as a community in exitreme need by a varlety of
Indigenous organisations and government depariments. There are significant issues with
education, health, housing, and alcohol and drug abuse including petrol sniffing,

Mutitjulu came into the public spotlight in 2006 through reports of sexual abuse including in
exchange for petrol for petrolsniffers. The ABC's Lateline report described the story as one of
“despair and addiction to alcohol, marijuana and petrol sniffing. it's a story of Government
failure”,

People of Mutitjulu are joint managers of the Uluru-Kata Tjuta National Park, which is 1,325km?,
with Parks Australia, and receive royalties from Uluru and Yulara, Andrews (2006 describes

T Australian Bureau of Statistics, 2006 Census.

2 G, Andrews (2006}, Mutitjulu Tjungu Waakaripayi Project “Working Together’ Discussion Paper
: 10




dependency on passively derived income sources {welfare, royalty payments and unconditional
free service provision) as a significant contributing factor to the social dysfunction currently
facing Mutitjulu. Around 70% of adults in Mutitjulu receive welfare payments and two-thirds of
residents’ income is passively derived. Most working-age residents rely on passive welfare as
their primary source of income and participate in the market economy only ta ‘top up’ their

welfare payments.

“The primary sources of actively derived income earnings are employment activities at MCl and
Uluru-Kata Tjuta National Park. Other significant employers include Anangu Tours and Mutitulu
Health Clinic. No Anangu residents of Mutitjulu work at the Yulara resort.”* (emphasis added)

Other communities Hermannsburg (Ntaria), Imanpa, Kaltukatjara (Docker River) and in Alice
Springs itself, face simifar issues and disadvantage statistics (refer to Table 1).

Unemployment in these areas is described as long-term, chronic and often intergenerational, and
as “the fundamental cause of many of the problems commonly associated with Aboriginal people
in the Northern Territory {eg., health problems, substance abuse, violence, poor school retention
rates, high crime and incarceration rates and anti-sacial behaviour problems)”,

fable 1 2006 Census data - Indigenous statistics on population, labour foree and individual-
inecine for locations in the vicinity of the Resorts

o Ne. ".No.over 15

enolis No,.7 %+ * Avd Individual
population ployed © “unemployed .. years notin ;- “weekly income -
R R R U A ) . :.:.‘ lai?oﬂrfgf‘?_é o RSV

Mutitjulu 217 ' 27 5 117 $209
imanpa 134 Data not avallable

Kaltukatjara (Docker River) 341 Y 3 79| 188
Hermannsburg (Ntarla} 506 80 11 208 $210
Alice Spiings 4,494 1109 126 1371 $248
Wyndham 178 85 6 29 $237
Kununurra 993 286 14 287 $275
Chillagoe 55 Data not avalfable

3 G. Phelps and T. Linn (2002). Indigenous Employment and Training at the Alice Springs Desert Park
11




2.2, Indigenous benefiis fo be delivered

The acquisition of the properties and operation of the busmesses will deliver the following
categories of benefits:

Employment creation

Training participation

Generation of new or increased income

Creation of up to five Indigenous-controiled tourism enterprises
Expansion of the Indigenous estate

Maintenance of land of cultural significance

2.2.1. Employment benefits to be delivered
Currently, only 10 of the 881 staff employed at the resorts are Indigenous. The Indigenous staff
are employed in the following roles:

¢ 7 at ARR (1 Tour Guide; 1 Housekeeping; 1 Residents Club Assistant Manager; 1

Landscaping Gardener; 1 Kitchen Steward; 1 Chef Apprentice; 1 Kitchen Steward Shift
Leader). '
¢ 2 atAlice Springs Resort (1 Laundry Attendant; T Room Attendant)

o 1 at Fl Questro (1 General Hand)

¢ 0 atKings Canyon or Wrotham Park

Table 2 gives a summary of the staff employed at each of the Central Australian Assels.

excludes employees employed in the Voyages business.

Tabfe 2 Current employmeni at each resort and full-time equwalents (FTE)

. Full Time " Pari’ Time ----- . Castial | Grand Total | -:Afv:F;i'vEﬁ
Ayers Rock Resort 527 74 28 629 571
Alice Spings Resort 34 19 27 80 51
Kings Canyon 73 - 10 83 78 |
El Quastro 79 . - 79 79
Wrotham park 8 - 2 i0 8
Total il A R R 2 R

Source; Horwath

MNote 1 Theoretical FTE based on a conversion of 2 pari-iime = 1 FTE and 4 casual = { FTE

It

i2




Table 3 Employment oppariunities in each of the resorts

Telrget for Indigénious Jobs in - - -

Ayers Rock Resorl
A.Iicé Springs I'x;esorl
Kings éanyon Resort
£l Questro
V;J-r-o.iﬁam Park

Target for Indigenous jobs in ., . R

2010111 -

Ayers Rock Resort 8o ’ - 16 4 40 100
Alice Springs Resort ) 4 . 4 2 14
Kings Canyon Resort 8 2 16 20
I Quastro 10 10 20

Whrotham Park 2

5
an

Target fof Indigenoys jobsin "3 ..

2OAAMR i

Ayers Rock Resort 140 20 6 40 166
Alicé Springs Resort 10 8 4 2 24
Kings Canyon Resort 16 5 10 35
El Questro 20 10 30

Wrotham Park

- TOTAL I8

NB These are point in time figures. Factoring in turnover, the number of people placed in
employment will need to be in excess of 500. :

2.2,2. Training participation
There is an opportunity to dramatically increase the share of jobs held by Aboriginal or Torres
Strait Islander people {The Beachfame Due Diligence Report indicates that annual staff turnover is
over 100%). Job offers could be lodged with the Australian Employment Covenant which would
support the effort by locating jobseekers, provide pre-employment fraining where necessary and
support for on-site mentoring,

The vision is to also develop Yulara to be a national Indigenous tourism and hospitality training
academy that will produce accredited Indigenous graduates (including trainees, apprentices and
management cadets) and transition them to employment in the Resorts and mainstream tourism
and hospitality industries. The scale of training would enable a Registered Training Organisation
{possibly Indigenous-operated) to establish a permanent presence at Yulara. Home Valley/El
Questro, Mossman Gorge, Kings Canyon and the National Indigenous Development Centre

could become Annexes of the Academy.
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It is also proposed to establish a sponsorship/job guarantee program at the local Nyangatjatjara
secondary college and Tirara College in Alice Springs.

2.2.3. Generation of new or increased income
Regional tourism is well known as generating economic (income and employment), socio-
cultural and environmental benefits for local communities®

2.2.4. Expansion of the Indigenous estate
Acqussmon of the five Resorts would see 378,236 hectares secured in the Indigenous estate as
illustrated in Table 4.

Taile 4 Areas (ha) of land of each property

Property Co| R Hectares L

Ayers Rock Resort 104,000

Alice Springs Resort 362

Kings Canyon Resort 285

El Questro 273,489

Wrotham Park Lodge 100
Total | .77 ~-.378,236. -

Granting of the acquired land to appropriate indigenous title holding bodies would take place on
condition of negotiated Iease~back agreements of up to 99 years and could occur within three to

five years,

2.2.5, Maintenance of land of significant cultural value
As described in Section 3 of the report, there are significant cultural values on some properties.
indigenous-control of these properties will help ensure that the values are maintained and
protected,

2.3, Alignment with the ILC's siraiegic direction and need for ILC involvement
Acquisition of these properties and businesses to create employment and training outcomes
aligns with the ILC’s key priorities described in the National Indigenous Land Strategy (NILS), It is
also consistent with the Government’s priorities. The employment cutcomes, and the flow-on
benefits that the project will produce, will contribute significantly to the Government’s Closing
the Gap, Overcoming Indigenous Disadvantage and the Aboriginal Employment Covenant
targets.

The ILC’s priority of working collaboratively with other agencies, organisations and industries
will include the following:
e DEFWR contributions to resourcing of traineeships (through existing MoU as per the
ILC Pastoral Businesses) .
» State/Territory training authorities for funds for vocational training
o IBA for the establishment of contracting enterprises
o Group Training Australia and Registered Training Organisations

* Hossain, A., Heanay, L., and Carter, P. (2005) Cultural tourism in regions of Australia, Tourism Research

Australia, Canben a.
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o Nyangatjatjara College (independent Indigenous school at Yulara) and Yirara College
in Alice Springs

s Tourism Training Australia and NT Tourismn to assist with marketing and industry
training requirements

e Major hotel chains for job opportunities

The acquisition of these properties falls within the functions of the ILC and is extremely unlikely
to be achieved through another Government initiative, This project is an extension of the ILC’s
current work with its pastoral and tourism businesses, and development of its Training to
Employment model, which can be applied to secure Indigenous employment outcomes. -

3. T he Propertles& Voyages Business ;.

3.¥. Ayers Rock Resort

3.1.1. Description of ARR
ARR is uniquely located adjacent to the Uluru-Kata Tjuta National Park. It is the only resort
within several hundred kilometres of this fandmark and is the principal economic driver in the
South West region of the Northern Territory. The resort as it is currently managed, operates not
just the eight accommeodation choices, but also the township of Yulara which includes a visitor's
centre, a shopping square, petrol station, and a conference centre. It also has the leasehold
interest in Ayers Rock Alrport, and manages out-of-room experiences such as tours,

3.1.1. Market Position
ARR is the key asset and the largest asset of the Central Australian Assets. It represents 80% of
total revenue for the Central Australian Assets in 2008.

ARR is one of Australia’s leading experiential destinations. It captures the essence of the
Australian outback and provides visitors with access to the unique cultural and natural
experience of the Uluru-Kata Tjuta National Park.

Within the National Park, the key attraction for visitors is underpinned by the region’s indigenous
culture and natural landscapes. The visitor experience is supported by a wide range of touring
options which feature strong educational themes.

The resort essentially enjoys a monopolistic situation in its location to theé unique attractions and
further commercial development is extremely unlikely, The nearest alternative accommodation
is located in Alice Springs approximately 461km away.

ARR’s wide accommodation offering (from the five-star Sails In the Desert or the Desert Gardens
Hotel, to the self contained Emu Walk Apartments, the Lost Camel Hotel, the Outback Pioneer
Hotel and Lodge and the Ayers Rock Campground offering powered campsites and air
conditioned cabins), caters to a wide range of market segments, including tour groups, free
independent travellers, families and backpackers.
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. 3.1.2. Key infrastructure

Ayers Rock {Connellan) Airport is the gateway to the Ulwru-Kata Tjuta National Park and is
situated approximately 7 km from ARR. The Ayers Rock Airport is owned by the Northern
Tetritory Government and leasad on a long term basis by the Resort,

Significantly upgraded in 1996, the Airport encompasses a terminal building and runway that is
capable of servicing fully loaded Boeing 737s and Alrbus A320s. The terminal also includes a
general aviation area, car rental and assoclated tour company support services,

The Resort has considerable infrastructure and maintenance facilities which support the overall
property, Management and staff are accommodated in over 700 units and dwellings which range
in size from shared accommodation through 1o free standing homes, A number of dwellings are
also leased to third parties such as concessionaires, tenants and other service providers for
commercial rentals. Staff facilities include swimming pools, a recreation centre, bar and
restaurant and sporting facilities and extensive maintenance facilities.

Table 5 Summary of Ayers Rock Resort

:taéa"tiohA St n ] Adjacent to the world heritage listed Ulupu-Kata Tjuta National Park, 30 km
T | horth-west of the based of Uluru (Ayers Rocl) and 60 km from Kata Tjuta
~.| {the Olgas).

Freehold site
| Ayers Rock Airport owned by NT Government and leased on & leng term
basis by the Resort

Tie Toruio_

104,000 ha

Area ‘

Land L.i$_e. | B resorts and facilities

Yearopened ... . ... iw0 71| Developed in 1984 to cater for growing infernational and domestic travel to
B T ] Ulune and Kata Tiuta,

.‘Aqqzescs . "] Alr acoess fo the Resort's Airport from Alice Springs, Perth, Gaims and

Sydnay. Coach and car access also available from Alice Springs (465
kilomalres to the north east) via the Lasseter Highway, off the Stuart
Highway.

“1 Longitude 1312 - 15 luxury tents
| Salls in the Deserf — 232 luxury rooms
-1 Desert Gardens Holel ~ 218 deluxe roams
"1 Outback Pioneer Hotel — 137 mid market rooms
. 7| Emu Walk Apartments - 60 serviced apariments
» 1 The Lost Camel — 99 mid market rooms
o Outback Pioneser Lodge — 332 backpacker beds
“ -2 Ayers Rock Campground — 421 campground and caravan sites

Guestrooms.. =~ - - S

“refer to 'Té_bféa 6‘ fqr{ détg;'-fé' -

Other Amenities and Facilities ~ - - | | he Resort encompasses the town of Yulara and manages all aspecls of
Lo n Ty o Yulara other than statutory services (e.g. police and fire station, governmant
funded school, power, water, ambulance and royal fiying doctor madical

" | service etc). These include retait shopping cenlre, petrol station, visitor

1 information centre, various food and retail outlets, spa, conferefice centre
and recreational facilities

i;infrastrl;ciutq . ':_ . . " 0| The ARR also leases and operates the nearby Ayers Rock (Connellan)

Abrport

-Ciigsgs;_t'_.!pdi_genou‘s populations ;| Mititjulu, Imanpa, Kaltukatjara (Docker River)

| Unsuccessful native title olalm for compensation; fimifed Issues due lo

Native Title |
.l 1 fresheld nature of title

High cultural value of surrounding lands

iE_'n"\iiir'c':'r'in"}enta_l values . ° . | High biodiversity valuas on some areas of the land
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Table 6 Summary of Hotels of Ayers Rock Resort

T Average Room.

~Hote] i Faglities : ©3 0 ¢ AR
SRR 11 Rate (2007)
Longitude 131° Luxry 15 luxury tents with views of Uluru 712
Vg R ek akaid Dune House restaurant - Includes all
Swimming pool qu:a da:; }:ﬁ‘éerages
Library
Sails In the Desert Hotel Luxury 232 guest rooms & suffes 5286
Yhkgwakekeid 3 restaurants and Bar - Room only
Swimming pool
Spa
At gallery and retail cuflset
Tennis courls
Desert Gardens Hotel Deluxe 218 guest rooms $239
YIS 112 2 restaurants and Bar - Room only
Swimming pool
Retail outlet
Guest faundry
Emu Walk Apartmenis " Serviced 60 one and wo bedroam apatiments $223
Apariments Access o recreational facifities and - Room only
g R pNakd food and beverage otllets at Desert
Gardens
The Lost Camsl Mid market 99 studio rooms $197
N xake &) Lobby har ~ Room only
Swirmming pool
Access to Town Square cafés and
) bars and Desert Gardens facilities
Outback Pioneer Hotel & .| Yy 172 1256 standard hetel rooms $189
Lodge Backpacker 42 budgst rooms - Roorn only
168-bed dormitory-style lodge
Restaurant and Bar
Self-cook kifchens
Retail outlet
Ayers Roclc Campyround Camping/budget 14 AJC cabins Various
NIA 14 village tents

201 powered caravan siles
220 standard tent sites
Communal cooking faciiities
Guest laundry
Convenience stora

BB( areas

Pool
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3.1.3. Native title & Traditional Owners

ARR, comprising 104,000 hectares, and Uluru-Kata Tjuta National Park are located in the
traditional lands of the Pitjantjatjara and Yankunytjatjara Aboriginal people (locally known as
Anangu). They are surrounded by the Katiti and Pelterman Aboriginal Land Trusts and the
Mutitjulu Community sits within the Uluru -Kata Tjuta National Park. The majority of the people
at Mutitjulu are Pitjantjatjara but there are also associated Yankunytjatjara and Ngaanyatjarra with
the languages spoken being Pitjantjatjara, Luritja and Yangkunyijatjara. The Arrernte people also
have a traditional relationship with Uluru, .

Given that the majority of the Ayres Rock Resort land {except for the airport) is freehold, this will
limit the likely impact of native title claims since the grant of freshold fand generally extinguishes

native title.

The case in Jango v Northern Territory of Australia [2006] FCA 318 involved a claim for
compensation over Yulara under s 61(1) of the Native Title Act 1993 (Cth) (NTA). To be
successful in the claim for compensation the claimant group were required to establish that they
had native title rights and interests over the area at the time the ‘compensation acts occurred’. It
was ultimately found that the applicants failed to establish critical elements of the threshold issue
— namely, that the applicants observed and acknowledged the traditional laws and customs of the

Western .Desert bloc as pleaded’.

Traditional Owners were handed the title deeds of Uluru-Kata Tjuta National Park in 1985 by the
Australian Government. The land was leased back to the Government for 99 years. Traditional
Owners now rake up the majority of directors on the Board of Management for Uluru-Kata Tjuta
National Park, which is operated by Parks Australia. The Traditional Owners for the ARR property

are likely to be the same as those granted titled to Uluru,

3.1.4. Cultural and environmental heritage

Uluru - Kata Tjuta National Park is one of the few properties inscribed on the World Heritage List
for both its natural and cultural values. The huge rock formations of Uluru and Kata Tjuta are
remarkable geological and landform features set in a contrasting, relatively flat, sand-plain
environment. They are a part of an important cultural fandscape and have special significance to
Anangu. Rock art in the caves around the base of Uluru are evidence of the enduring cultural
traditions of Anangu. The Kata Tjuta area is sacred under Anangu men’s law and, as such,

detailed knowledge of it is restricted.

The ARR land has had multiple surveys of its ecological values. It is known to have a variety of
species of flora and fauna, including over 566 plant species, 24 species of native mammals, 161
species of birds, and 72 reptiles, Threatened species exist, such as the Mulgara (a small
marsupial) and the Great Desert Skink. These species are reported to be faring well under the
mosaic-burning regime that is being used. Since the development of ARR, consideration has been
given to preserving the environment and emphasis has been placed on the cultural importance of
the surroundings. The position of the Resort adjacent to the joint managed National Park
facilitates sound environmental management of the biodiversity values on the Resort land.

The resort was also designed to integrate with the landscape, to minimise use of energy and
allow the resort to handle the temperature exiremes of the region. Buildings have been
positioned to shade cach other, double roofs, bulknosed verandas and fabric roofs and sails are

used to shade guests and external walls. :

¥ AIATSIS {2007). Jango: Mative Title Compensation Petesmination, httpi//niru.aiatsis.gov.aufresedrch/jango/jango. html
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3.2, Alice Springs Resort

3.2.1. Description of property

Table 7 Summaly of Alice Spl ings Resort

| Within walking distance of Alice Springs’ town centra.

Locatmn.. 2 :

T_il;le,lf_ Tenure: - Lo 21| Freshold {main resoif)
T e e T Eeasehold (surplus land)
Zoming: e TUE T B3~ Tourist / Commercial

72| 229 ha + adjoining vacant 133 ha

Cr Four star deluxe resort

Landuse:.. v v i
E-Yearopened el Originally built in the 19680's, stbsequent upgrades
Acées_ EOTITOEN = 22| Major afrport in Alice Springs with daily services from Darwin, Sydney,

: - Melbourie, Perth, Adelaide, and to ARR. By vehicle from the Stuari
Highway, and the_Dalwin fo Adelalde rail ink (Ghan) has weekly services.

'Guestrooms. B ST

132 guast rooms
.‘:Prace structure o ERRHEY > | Room only
] L5 Barra on Todd Restaurant, The Barra Bar, Barra Poolside Bar
Qt_.h_e.fﬁm g_n_t@aeg; v‘andfag_ﬂ‘itje‘s': L .:" Gumiree conference room with dedicated bar
LT o Qutdoor heated swimming pool
Infrastructure -~ < 7% . | Main utilifies supply
'f_G;os&stlnd:genous populaﬂons | Atice Springs
Native Title " : ST i:_ "V::' Traditlional Owners are the Airernte peoples; No native title claims
Cultorat values - Limited information, but potentially scar trees on vacant land
Environmental values B .1 Limited information, but Coolabah swamp area is likely to have significant

biodiversily value

3.2.2. Market Position
Due to the quality of the Resort, the Alice Springs Resort is the market leader within is
competitive set, atracting a mix of lelsure corporate and government guests. This strong market
mix and the epportunities within the conference market, positions the property to achieve further

growth in the fuiure,

The Alice Springs Resort has a conference centre that can cater for 1,200 guests, Natural
attractions and the Indigenous art indusiry also draw visitors to Alice Springs. However, Uluru
remains the most popular and iconic tourist attraction

3.2.3. Native title & Traditional Owners

- Traditional Owners are the Arrernte peoples. There are a number of opportunities to enhance
Aboriginal employment and business development within Alice Springs through the Alice Springs

Resort, See section 7.4.3.
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3.2.4. Cultural and environmental hetitage

Limited information was able to be sourced from the Virtual Data Room about whether cultural
and environmental heritage values are present on the Alice Springs Resort and vacant fand.
However, its location on the Todd River and the size of the properties (229 ha & 133 ha) suggests
that it includes Coolabah swamp which has high biodiversity value, and potentially scar frees.
Further investigation and visitation of the properties would be required to confirm the presence of
these values and the impact that these values may bave on future development. :

3.3, Kings Canyon Resort

3.3.1. Description of property

Table 8 Summary of Kings Canyon Resorf

Logaﬂqn; ) i Bounded by the Watarrka National Park in cenlral Australia, The resortis

PR 467 km (4.5 hours drive) west of Alice Springs or 300 km by the Red

| Genfre Way (Mesrenia Loop Road), and 300 km (3 hours drive} north of
ARR. Kings Canyon Resortis 7 km from the entrance fo Kings Ganyon,

Title [ Tenure: "~ © Freshold - main resort

S R Leasehold - bush camping area
Zoping: .- i U Tourist Resort (consistent with conservation of the natural environment}
Arear ... ~"| 285 hectares

Land use:.

| 4 and a half star resort and camping / caravan sltes

Year opéned:

1 1991

| Most access by car or coach from both Uiuu and Alice Springs via Luitja

Road and the Lasseter Highway. Air strip in the region which Is suitable for
light private or charter alrerafl.

" | 128 guest rooms; 36 budgst lodge rooms; 68 caravan sites; 83 camping
'| sites; Bush Camping Area

L ":': Room Only

Price structure:,

Carmichael’'s Restaurant; Sounds of Firelight; Outback BBQ & Grill; Desert

. | Oaks Café; George Gl Bar

i .7 ] Twe swimming pools; Tennis court; Guest laundry; General store; Petrol
“::| station; Meeting room; Helipad

Staff Accommodation: - " | 53 accommodation units with varlous bedding configurations fo
R I accommaodate up to 70 staff
infrastrugture: - T Mains utilities supply

Imanpa; Hermannsburg (Ntaria)

(.‘-:Iqs,és:'tnlvn_d:i:ggnoqs éépﬁ_faﬁqn:
Native Title: = -7 " =

No native {itle claims or determinations

Cultural valuesi; T

1 Limited information

Environmental values: .~ .. - -

Limited information, but potentially biodiversity values given position within
the Natfional Park and land management practices

3.3.2. Market Position

Kings Canyon Resort is located 300 kilometres from the ARR. Its tourism experience is based on
the attractiveness of Watarrka National Park and its unique rock formations, numerous waterholes
and vegetation. The park offers a range of walking trails and areas to explore. The Kings Canyon
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Resort is the most significant and closest accommodation facility in the immediate area servicing
tourists to Kings Canyon.

The situation of Kings Canyon on the Mereenie Loop Road allows private 4WD vehicles to
complete a round trip from Ayers Rock or Alice Springs without having to back frack,

Kings Canyon Resort s the largest and leading accommodation provider in the area and caters for
this destination’s two largest market segments, self drive visitors and coach tours.

3.3.3. Native title & Traditional Owners
Kings Canyon Resort is currently majority Aboriginal owned® and it is surrounded by a number of
small Aboriginal communities who have traditional affiliations with the Watarrka National Park
and the Kings Canyon Resort, The surrounding areas are traditional and significant Western
Arunta and Luritja lands, The National Park is managed by the Northern Territory Department of
Natural Resources, Environment, The Arts and Sport. The Watarrka National Park is managed by
. a Board of Management that includes traditional Aboriginal representation. The relationship
between the Kings Canyon Resort and the Watarrka National Park is critical to the successful

operation of both entities.

Native title searches did not reveal any claims or determinations current over the Kings Canyon
area, There is an {LUA over Watarrka National Park between the Central Land Council and the
Northern Territory, that deals with the grant of freehold title over the Park, the lease of the Park to
the Territory, execution of the Joint Management Deed and actions taken in accordance with the

Plan of Management for the Watarrka National Park.

3.3.4. Cultural and environmental hetitage

Little information was available in the Virtual Data Room about the presence of cultural and/or
environmental heritage values on the Kings Canyon Resort land. Given the size of the property
{285 hectares) and its location within the Watarrka National Park, it is likely that significant
biodiversity values are present, The close relationship between the Resort and the National Park,
would ensure that the land management practices used were effective in maintaining and

preserving any biodiversity values.

& Voyages owns 46% of the units in the Kings Canyon (Watarrka) Resort Trust {(KC Trust), which
owns and operates the King's Canyon Resort. The remainder of the units are owned by Indigenous Business
Australia (IBA) and CentreCorp Aboriginal Investment Corporation Pty Lid {CentreCorp). The trustee of the
Kings Canyon (Watarrka) Trust is Kings Canyon (Nominees) Py Limited, which is owned in approximately
equal shares between three parties, one of which is Voyages Hotels & Resorts Ply Limited (Voyages).
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3.4, El Questro

3.2.1 Description of property

Table 9 Stmmary of Property and Resort

On the eastern perimeter of the Kimberley region of Western Australia;
neighbours ILC-held Home Valley and Durack River properties

.1 and the Homestead: Expire 2023 with a further option of 21 years

Pastoral Leass {large maferily of property) — with tenure to 2046
Special Leases to allow fourlst accommeodation uses — Emma Gorge

' Currently not zoned, however this will change when an interim
.| development plan is infroduced In 12 months. Wyndham — East
=" | Kimbetley Shire Counci have advised that the existing use will conform

"1 273489 ha

 Luxury, four star and camping; Catile aglstment on the properly

1801

“.| via charter aircraft; by vehicle via the Gibb River Road. Access is only

By air info Kununurra via Broome or Darwin or direclly into the Resort

possible by air during the wet season.

Homestead — 6 suites
Emma Gorge Resort — 80 tent style cabins with ensuites
The Station Township — 12 bungalows and over 200 camping sites

i touring and activities

Homestead — inclusive of roam, all meals, beverages and selected

Emma Gorge Resort— room only
The Station Township — room/site only

%" Homestead communat and private dining; Emma Gorge Restaurant and
‘| Bar; Township Sieakhouse and Bar; Swinging Arm Bar

1 Two swimming pools; general store; mechanics garage; helipad; two

alrstrips

:'g Homestead — 1 host accommodation unit; Emma Gorge Resort - 22

7| can cater for up to 50 staff

accommodation rooms; The Stafion Township — a numbet of reoms that

| Water — river water and treatment plant

Sewerage — septic tank/seftling ponds
Electricity — diesel powered generators

1 The properiy curently has carryiﬁg capacity of 4,685 cattle units

pursuant to a Rangeland Condition Report dated 28 July 2005, The
calile are owned by the aglstee, who have an agistment agreament over
the pastoral lease area which expires in June 2046, This agreement
could be termlnated after 12 maonths if the vendor initiated this prior to
sale. .

‘Closest Indigenous. populations

Wyndham; Kununurra

Native Tifle

‘I Two native tifle claims

Cultural véil_uéé -

Significant cultural values Including rock art

‘| presence of threatened specias

Slgnificant environmenlal values Including diverse ecosystems and

3.4.1. Market Position

El Questro Resort neighbours the ILC’s Home Valley Station and has three separate and distinct
levels of accommodation, being the Homestead, Emma Gorge Resort and the Station Township.
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Due to its size and range of accommodation, it offers Juxury accommadation through to riverside
camping. Ef Quesiro is open to guests between April and October {dry season) due to the
monsoon rain season that spans the remaining months,

El Questro’s key attraction is ifs scenery and diverse range of touring options, The Property offers
guests a wilderness based experience, with wildlife including native animals, fish, crocodiles and
bird species. Guests are offered numerous walking adventures, horse back rides, sightseeing
tours and chartered helicopter trips. Parts of El Questro also operate as a working cattle station,
The region was recently used to film parts of Baz Luhrmann’s motion picture epic, Australia.

3.4.2, Native title & Traditional Owners

There are two native title claims over the El Questro property: (1) the Wanjina-Wunggurr clalm;
and (2) the Balanggairra No.3 claim (Baker & McKenzie Report 2008).

Baker & McKenzle {2008) summarise the state of these claims as follows:

“Pastoral Leases: In the Wanjina — Wunggurr claim, the Court found that native title had
been partially extinguished over most of the areas on which pastoral leases historically
existed or currently exist, Partial extinguishment means that although the rights of pastoral
lessees prevail over the native title claimants® rights, the claimants still have certain rights

within these areas,

Special Leases; All special leases in the claim area were either found to be excluded from
the determination area or native title was extinguished over the area subject to the special
lease. We understand from the correspondence that we have reviewed that some pastoral
leases on which the El Questro resort is situated were-surrendered and special leases in
relation to the homestead and the Emma Gorge were registered. Correspondence in the
Data Room prior indicated that this resulted in the extinguishment of native title. However,
we have requested the Seller to clarify this situation. Importantly, the special leases would
have to have been entered into prior to 23 December 1996 in order to definitively
extinguish native title for the special lease area.

Drafi Indigenous Land Use Agreement: We have reviewed a draft Indigenous Land Use
Agreement (ILUA) between the Wanjina-Wunggurr (Native Title) Aboriginal Corporation
and Voyages Hotels and the Kimberley Land Council dated 2007 (Agreement). The
Agreement is not signed or dated by the parties. The Native Title Search we conducted did
not reveal the presence of this ILUA, which means that it is not registered. We asked the
Selter about the status of this ILUA and whether or not it has been further negotiated. The
Seller has stated that "this agreement has not been executed by the parties although the
terms are largely settled as between the current parties to it. Finalisation of the agreement
is presently on hold at Yoyages' request pending completion of the Voyages' sale. The
Voyages purchaser will need to decide whether they wish to proceed with the agreement
as it is presently proposed, or not". The Seller also states that there are no further ILUAs

being negotiated at this stage.”

3.4.3. Cultural and environmental heritage
There are both significant cultural and environmental heritage values on El Questro. There is
extensive Wandjina rock art and other culturally significant sites.

The 273,000 ha property features a diversity landscapes ranging from rugged ranges and broad
tidal flats, to rainforest pockets, gorges, waterfalls, thermal pools, and four major rivers. Over the
previous 5 years, surveys have been conducted over parts of the Wilderness Park. Government
authorities, specialists and El Questro’s Wilderness Park employees have collated data on the
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local flora, fauna and cultural heritage information. Some threatened species have been
identified. :

Major environmental issues on the property are fire management, erosion and land degradation,
and the impact of visitors on the environment. Satellite imagery shows a tremendous increase in

uncontrollable and destructively hot fires in recent years, the majority of which have been
deliberately lit. Some weeds are also becoming present.

3.5, Wrotham Park Lodge

3.2.1Description of property

resort

Table 10 Summary of property and
s eI E s w2l 300 km west of Cairns in north wesl Queensland. Situated on a
working cattle station, Wrotham Parld, that is owned by Great

Southern Catlle Holdings Pty Lid and runs over 50,000 head of

Brahman cattle over 595,000 ha. The station nelghbours ILC-granted
»| properly Bulimba. The Station’s homestead is 42 km from the Lodge.

Logation;

+| Occupational Licence over a portion of the underlying caitle station's
pastoral lease - expires 2017 with options lo renew subject o
i| extension of underlying pastoral lease. A lease will replace the

1 Licence and is currently being finalised.

;j Touslat Resort (consistent with conservation of the natural
| environment)

| 100 heotares {approximately)
| Luxury resort
" 2004

7} Access to the Lodge Is by light plane or helicopter from Cairns
.| International Airport, or vehicle access takes approximately four hours
1| from Cairns.

Titie Tonure:

1 10 luxury 'Quarters’; maximum 20 guests

1 inclusive of rooim, all meals, beverages and selected touring and
+ activities

Homestead dining room Self serve bar

.| Wet edge pool with large open deck and Library and guest lounge
i Horse stables R.M. Williams focused retail area Airstrip

| Twelve units

| Water — treated river water Sewerage — treatment plant Electricity —
)| diesel powsred generalors

‘Infrastricture "

Chillagoe (55 Indigenous people resident)

‘.(..‘»lo_s.asf Indigenous pbpiiiations

Native Ti

No native titte dlaims, but possibility of native fitle Issues

Cultural Vallies

| No information suggests valugs present

Environinental values -

-7 No Information suggests values present

3.5.1. Market Position

Having opened only four years ago (in 2004), Wrotham Park Lodge is still in its establishment
phase of operation, The Lodge is expected to progressively increase occupancy as additional tour
wholesalers begin to sell the product.
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Situated on the edge of a naturally formed escarpment overlooking the Mitchell River, Wrotham
Park Lodge provides an outback experience that brings together wilderness, wildlife, intimacy
and luxury. Wrotham Park Lodge provides guests with an opportunity to experience outback
station life at a premium resort, Activities at the Lodge include cattle mustering, Wrotham Park
Station tours, Horseback and quad bike guided tours, nature walks, fishing and scenic helicopter

tours.

3.5.2. Native title & Traditional Owners
As Wrotham Park is on a pastoral holdings lease from the Crown, there is the possibility of native
title issues arising on this parcel of land. :

The native title search revealed that there are two registered ILUAs near the area in conjunction
with the PNG gas pipeline and mining activities, These ILUAs do not directly relate to the
purchase of Wrotham Park Lodge, but they indicate that there are interested parties in the area of
Wirotham Park {Baker & McKenzie 2008).

3.5.3. Culiral and environmental heritage

There is no Information available to suggest that there are significant cultural and environmental
heritage values on the 100 ha Wrotham Park Lodge licence. If the property Is acquired, the
presence of any heritage values will be confirmed.

3.6, The Voyages Business

3.6.1. Description of the business

Voyages Hotels and Resorts was formed in March 2000, This was a rebranding of the old Ayers
Rock Resort Company Limited {operating since 1992) to better reflect the geographic
diversification of the company which was happening at the time with new properties at Alice
Springs and Kings Canyon. In july 2004, Voyages acquired P&O Resorts adding properties in
Tasmania's Central Highlands and Queensland's Qutback and Great Barrier Reef to their
portfolio, In july, 2005, El Questro Resort in the Kimberley region in Western Australia was
added to the portfolio. :

Note: the proposed acquisition is for a pared-back version of Voyages that excludes some of the
properties described above.

Voyages states that it has a dual commitment to operating in harmony with the local communities
vias

° Respecting and supporting local communities; and

e Sustainable environmental tourism practice.

3.6.2. Voyages — respecting and supporting local communities
Voyages states that it takes seriously its commitment to supporting local communities as

demonstrated through:

a Financial/cultural partnerships

e Joint veniure agreemenis and partnerships with aboriginal tour operators so
that guests might experience an
understanding for the land from its
Traditional Owners

o Education programs - including work
experience  agreements with  [ocal
aboriginal colleges




o Arts and Crafts programs
s Spansorships

Key initiatives have been the Mutitjulu Foundation and the Artists in Residence Program.

Mutitjulu Foundation ‘
Voyages started the Foundation with members of the community in December 2003, with the

aims to relieve poverty, improve health standards, improve education and provide vocational
tralning which will lead to employment for the Mutitjulu community. The Foundation was started
with a contribution of $250,000 from the GPT Group and Voyages, and resort staff encourage
guests to contribute to the Foundation which Voyages matches dollar-for-dollar, up to $200,000
each year. To date, the Foundation has ralsed $900,000. '

The construction of a respite care centre at the Mutitjulu Community in September 2007
represented-the first major project for the Mutitjulu Foundation, which was identified as the
priority need by members of the Community to provide medial care and services that are not
available locally, eg dialysis to Mutitjulu elderly.

Artists in Residence Program

ARR has been responsible for the
management and coordination of a
successful ‘Artist in Residence' program
in Mulgara Gallery at Sails in the Desert
Hotel, as well as the sale of authentic
Aboriginal artwork through Mulgara
Gallery and Craftworks retail outlets
throughout ARR.

Every month, Mulgara Gallery has an

'Artist & Craftsperson in Residence’ program, with high-profile indigenous artists exhibiting and
selling their work, Authentic Aboriginal art is purchased from a variety of suppliers including
Mbantua, Alice Springs, Better World Arts, South Australia, and Waringari Arts, in Western
Australia, and sold to guests ensuring strong and consistent economic benefits to Aboriginal

communities in Central Australia and the Top End.

Other Indigenous initiatives supported include:

o Anangu Tours is a successful Aboriginal owned and operated touring company, which
received financial support for establishing the company and benefits from ongoing
marketing and promotion by ARR. Anangu Tours provides a range of touring activities"
that portray some of the most important aspects of Ulury, its history and religious
meaning; and

e Providing land and some initial funding to the Nyangatjatjara College. This college
provides secondary schooling for Aboriginal children in surrounding communities,
Groups of children spend four weeks schooling at the college and four weeks schooling
at their communily and receive a secondary education and still learn their unique culture

from their own people; and

3.6.3. Voyages — using sound environmental management practices

Voyages idéntifies itself as a leader in sustainable environmental tourism practice, in 2007 it
received Luxury Travel Magazine’s Award for Outstanding sustained environmental achievement.
In 2007, it also received the HM Awards, for an Ecotourism Property for Longitude 131.

Voyages states its key commitments to the environment include:
s  Compliance with all relevant envirenmental legislation
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e Minimising environmental impacts through comprehensive assessment of all

developments
s Continual development of our Environmental Management System and site

Environment Management Plans
o FEfficiently using resources and reducing greenhouse emissions, including energy

and fuel;
° Minimising waste to landfill through reduction, reuse and recycling initiatives;

«  Focussing on efficiently managing water resources; and
] Conserving the unique environmental values surrounding all resorts and
properties.

Du

diligence -

4.1. Oversll analysis and options for the Business sfructure

Refer te Grant Samuel — |L.C Board Report

4.2, Summary of Valuations

Table 11 Summary of property valuations

"\ Veluation (GSTexel) «.. + i

EEEERRAT RS * (Cofliers 01.12.08) -~ - =~
Ayers Rock Resort (Dec 2008) $2980,000,000
Alice Springs Resort (Mar 2007) ‘ $ 11,000,000
Kings Canyon Resort (Jun 2007) $ 14,000,000
El Questro (Jun 2008) $ 19,000,600
Wrotham Park (May 2007) $ 2,000,600
TOTAL R I D $§§3,0Q0,000

4.3, Property condition issues

The Planned Property Management report describes the due diligence on the properties.

4.4. Legal due diligence of the target assets and businesses

Raker & McKenzie Solicitors report describes legal due diligence of the issues and risks of
acquisition of the target assets (properties and infrastructure) and the Voyages business.
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4.5. Financial due difigence

Horwath HTL report describes accounting due diligence of the businesses,

4.6, Specific due difigence

BeachFame report describes “specific” due diligence, inéiuding staff survey and involvement of
the local Indigenous community in the operations of the resoits,

4.7. Legislative compliance

Corrs Chambers Westgarth Lawyers legal advice examines compliance of the acquisitions and
project with legislation, including the ATS! Act 2005 and the CAC Act 1997.

4.8. Wana Ungkunyija agreement

Wana Ungkunytja Pty Ltd was formed in 1993 as the business arm of the Nyanjatjara Aboriginal
Corporation and established and operated a number of businesses, including Anangu Tourism,
based at Uluru. It has been a winner of an Australian National Tourism Award, as well as winner
of the Legacy Tourism Award as the best cultural tour in the world. '

Wana Ungkunytja was represented on the board of the Ayers Rock Resort Company from 1993-
1997, the board of the Ayers Rock Resort Management Voyages from 1997-2000, and
subsequently on the GPT/Wana Ungkunytja Advisory Board from 2003 to the current time. In
1997 it signed a deed and “first right of refusal” with GPT to purchase ARR assets, including the

Alice Springs Resort.

Grant Samuel views the first right of refusal as an important strategic document that has limited
potential bidders and allows Wana Ungkunytja, in a bidding process, to match the highest bid
price for ARR and Alice Springs Resort. Wana Ungkunytja approached the Minister’s Office
stating that it wanted access to Government funding to purchase ARR and the Minister’s Office
referred Wana Ungkunytja to the ILC. As a result, the ILC and Wana Ungkunytja agreed to work
in partnership to bid for Ayers Rock/Alice Springs Resorts (including the airport), That document
indicated the ILC was prepared to consider Wana Ungkunytja’s share of net profit up to 20%.

Subsequently, Wana Ungkunytja indicated that it valued the first right of refusat at $10 million
and wished that it received a minimum of 3% of net profit through vested equity in the operating
entity. The General Manager wrote to Wana Ungkunytja’s fawyers’ stating that the ILC would be
prepared to provide 3% of vested equity in the ILC’s share of the consortium, but advised that It
was subject to the approval of the ILC Board. In subsequent discussions with Mr Glendle
Schrader, Wana Ungkunytja’s representative in the bid process, he indicated that Wana
Ungkunytja would like the Board to consider 3-4% of net profit. Wana Ungkunytja was advised
that the Board would be informed of that request.

Advice from the ILC's due diligence lawyers states that if the Board was to agree to Wana
Ungkunytja having 3% of the net profit of the operating entity of Ayers Roclk/Alice Springs
Resorts, then this should be done through contract and not as equity in the operating entity. -

The Board is at liberty to decide whether it wishes to put in a joint bid with Wana Ungkunyija
and then consider whether it wants to provide it with 3% of the net profit and/or equity in the

7 Available at the meeting
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operating entity. The Board is also at fiberty to advise Wana Ungkunylja that it no longer wishes
to enter into a joint bid and put in a separate ILC bid for the properties.

5.1, Developing and implementing the ILC’s Tralhing to Employment model

The ILC’s residential Training to Employment model, developed in its existing pastoral and
tourism businesses, will be used at the resorts and extended to a range of apprenticeships.

The Indigenous employment and training plan for the resorts would be developed between April
— December 2009, The 1LC’s MoU with the Department of Education, Employment and Work
Place Relations will facilitate contributions to the funding of the trainees.

The target employee figures in Section 2 are based on the assumption that the Australian
Employment Covenant will find and train the bulk of the Indigenous workforce and that about
half of those that complete the Training to Employment model will go to permanent employment.

5.1.1. Education and Job Readiness
Education levels particularly in Central Australia are generally poor and literacy and numeracy
fevels are low (Table 12). There are few role models in employment to motivate students to
attend school and to apply themselves. A long term vocational guidance and motivation strategy
is raquired from the early years of schooling to help give students something to aspire too.

Table 12 Census 2006 Education data for communities In the vicinity of the resoris

No '::3ﬁ§i\}1duals _}Z.‘N_Stlg.lndividuals:. - qué,J!‘lﬂin_&!;E;!_S?

“withyear10 or | - *: with year 12 or P witha
RESHUE : Jiequivalent | - i -qualification
Mutitjulu 16 6 23
Kaltukaijara (Docker River) 33 8 17
Hermannshurg A 26 14 62
Alice Springs 554 356 1105
Wyndham 44 13 42
Kununurra 182 92 200

5.1.2. Recruitment and retention for direct employment
Recruitment and retention will be difficult, Voyages has been spectacularly unsuccessful, most
especially in respect to Indigenous employment, and their practices should be replaced with a
more strategic approach. Recruits will need to be sourced from across Australia and will require a
specially designed marketing campaign. There Is an opportunity to partner with the Australian
Employment Covenant which would support recruitment by locating the employees providing
shortterm job specific training and assisting workplace mentors. Retention Is a probtem for the
resorts’ workforee generally. Staff accommodation is reported as being a contributing factor at

Yulara,
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A structured mentoring program with support from AEC will be put in place together with a
workplace co-ordinator. DEEWR would be approached to fund a job placement officer (with an
Anangu offsider) fo identify local people for employment or training,

5.1.3. Recruitment and retention to the Training to Employment model

The contracted Group Training Company and Job Network member will be responsible for
sourcing irainees and apprentices for ftraining at the Academy. The model provides for
supervision and mentoring to achieve a 70% retention rate - ’

5.1.4. - Cultural nuances and sensitivities
The bulk of the workforce will be sourced from other parts of Austraiia, Special attention will
need to be given to local recruitment, There may be some opportunities for jobs to be designed
to accommodate the mobile nature of focal residents. Cross-cultural training would need to be
provided for all staff, and having key staff acquire some knowledge of Pijantjatjara would also be

heneficial.

Voyages has had a partnership with Nyangatjatjara College, Australia's first traditional
independent Aboriginal high school situated in Yulara to transition high school students into
working in the resort. The Transition to Work program won the NT 2005 Prime Minister's Award
for Excellence in Community Business Partnerships. The program places students in a variety of
positions at ARR, facilitating their transition from secondary education to employment, and
further education through a supported employment and Vocational Education and Training
program. It is proposed that this be taken further by offering an attractive sponsorship / job
guarantee program for all students commencing secondary school at Nyangatjatjara College and
for targeted students at Yirara College in Alice Springs.

5.2. Costs of implementing training to employment model

5.2.1. Direct Recruitment

The cost of recruitment will be met by the AEC and Job network members, A coordinator /

supervisor and a local jobs placement officer and offsider would be funded by DEEWR. Wages
costs would be met by the enterprise, Cross-cultural training costs for all staff would be met by
the enterprise with funding support from the federal government. There should be no costs that

need to be met by the ILC for direct recruitment.

5.2.2, Training to Employment (National Training Academy)

This program would be funded under similar arrangements to the model recently approved by
the 1L.C Board for operational expenses. This includes $15,000 per capita from DEEWR for
employment costs in addition to the costs required by the Registered Training Organisation for
training delivery. For 180 training participants this would cost approximately $2.38 miliion over

3 years.
Without inspecting the properties to assess the adequacy of accommodation and other training

related facilities, allowance should be made for a contingent amount of $1.5 mitlion for capital
expenditure if required.
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5.2.3. School Based Sponsorship and job Guarantee Project

It is estimated that this project to work In collaboration with Nyangatjatjara and Yirara colleges
would cost the ILC up to $100,000 per year with contributions from DEEWR for school based

traineeships.

5.3. Operators

As part of Grant Samuel’s remit, they were also asked to canvass possiblé resort operators. Grant
Samuel approached a number of potential operators, which culminated in the International Hotel
Group (IHG), Accor, Rydges and Delaware North providing detailed expressions of interest to be
operators of the resort. All four companies presented to Grant Samuel, Horwath HTL, Simon
Barlow, Bob Teague, Glendle Schrader and the ILC General Manager. Each presentation was
approximately two hours. In essence, it was decided that Delaware North and Accor were
shortlisted for further discussions. However, Delaware North wishes to operate the resort in its
entirety, including all municipal functions as well as all retail outlets. Delaware North has this
expertise as it manages similar operations in a number of United States national parks. Accor, as a
prominent hotelfresort operator, indicated its preference was to manage only the resort aspects of
ARR, but indicated it would be prepared to manage all of the facilities,

If the ILC bids and is successful, then further discussions will have to take place between the ILC,
Delaware Nerth and Accor. It would also be necessary for both companies to present their

proposals to the ILC Board.

If the ILC Board did not want to proceed with Delaware North, the ILC’s advisers believe that
discussions should then begin with Accor and IHG to ensure that the most competitive price is

elicited from Accor.

Delaware North wishes to take equity in the operating entity and has stated it will provide ub-to
$50 million as part of its equity. Accor (together with HG and Rydges) did not seek equity
participation, but was willing to put in up to $3 million for rebranding costs. Their proposals are

as resort managers, not equity partners.

5.4, Funding the acquisitions

5.4.1. ILC current financial position

Table 13 summarises the ILC’s current financial position against budget fc_m" the current year and
the two forward years, The table also shows the estimated balance in investments at the end of

year.

Grant Samuel has recommended that the 1LC offer $282m for the purchase the Central Australian
Assets plus $8m for the 54% balance of Kings Canyon Resort. In addition, there Is an estimate of
$93.4m to undertake necessary refurbishment to bring ARR up to acceptable and marketable
standards, ie, a total cost of $383.4m. The ILC has spoken to officers of the Future Fund to see if
they are interested in funding 49% of the purchase. However, those officers informed the ILC that
while they usually did not invest directly into resorts, they would be inferested to discuss matters
once the ILC had conducted all relevant due diligence on the projects. As the due diligence
process, to the extent possible, has only been completed on Monday, 15 December 2008, further
discussions have not proceeded with the Future Fund officers. Consequently, at this stage the ILC
would have to fund both the purchase and refurbishment costs. The cash flows prepared by Grant
Samuel indicate that without the costs of borrowing on the purchase price, the first two years of
operations indicate a negative cash flow when taking into account the financing of the

refurbishment. This may be somewhat alleviated by Delaware North’s proposal to become an
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equity partner in the business with equity of $50m. This could be used to part fund the
refurbishment, which would mean that the ILC would need $333.4m for the purchase and
refurhishment, If this was then borrowed at 8%, the repayments would be $22.8m pa.

There may be a possibility that the ILC could use up to $100m of its funds that are on deposit, but
these are allocated over the next 2.5 years. Therefore, there would be a significant cash flow
shortage, which may place the ILC In a precarious financial position. Consequently, the iLC
Board would have to strongly consider whether the possible acquisition of the resorts jeopardise
the ILC’s strong financial position, particularly given what the Minister has indicated above, and
that there has heen no resolution of the issue of the 1L.C receiving a minimum amount of $55m

per year from the Land Account.

Also, as stated above, there would need to be approximately $2.38m spent by the ILC or the
business for 180 fraining participants, approximately $1.5m for capital expenditure to ensure
training-related facilities and accommodation were appropriate, as well as $100,000 per year for
school-based traineeships. Such expenditure is crucial for the training -and employment of
Indigenous peaple to be successful. However, such expenditure would have to be funded by the
LG or the business and it, in turn, negatively affects the cash flow required to finance the

business operations of the resort,
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Table 13 Budgets for 2008-09, 2008-10 and 201011, with actual expenditure to 3¢ November

2008

Indigenous Land Comaration
Actual vs Budget income and
Expenditure

As at 30 November 2008

Expenditure

LAND ACQUISITION

Land Hefd for Long Term Bivestment
Acquisifion costs end capital
devalopment (Stralegic Profects)

Land Held for Short Tesm Divestment
Acquisiton costs

LAND MANAGEMENT

Land Held for Long Term Divestment
Land Management {net operating
costs* and training programs)

Land Held for Short Term Divestment
Land Managsment - {care, use of
improvement of land held by the ILC)

Land Management - Other

Land Management on other Indigenous
Held Land {not owned or [eazed by the
ILC, including Strategic Projsots,
collaboration with other agencles and
remedistion program}

Administration

Total Expense
income

Income from Latd Account
Other income**

Tofal

Net spend

Balance of Invesiments

Actual Estimrated Budgef Estimate# Estimateif
yio 2008/09 Remainigf 2009/10 2010411
{$,m} (%,m} (Bm} {(3.m} $m}
13 63 50 28 1%

4 7 3 1] G

i7 70 53 28 18

it 20 2] 18 4

1 16 8 3 2

& 34 29 28 19

i7 64 47 48 25

8 15 9 16 17

40 149 105 28] 61

0 44 44 3 36

i 11 4 7 3

7 55 48 10 39
{33} (94} {61} (80} (&2
188 134 {52 54 32

# Based on figures provided in Table 3 of Annual Budge! Review presenied o the Board on 22

Cotober 2008
* Net of caitle sales

* Budget for other income is not Included asit s expected to be the unrealised gains on

invesiments, now inferest raceived
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5.4.2. Funding sources
It is proposed that the ILC negotiates the following loans to fund the acquisition.

Table 14 Summary of funding

Loan to the ILC — Westpac and/or NAB Up to $335m
IBA contribution MNil
Fuiure Fund contribution As stated above

Both the NAB and Westpac have expressed an interest in providing loan funds to the ILC.
However, because of the lateness of the partial completion of the due diligence, the quantum of
the loans has not been discussed. Such discussions can only take place once the ILC has
considered all the information in the Board Report, Grant Samuel’s Report and the due diligence
by the accountants, lawyers and other expert consiltants.

5.5. Return on invesiment to fL.C

5.5.1, Income available fram the businesses to support the training model

If the enterprise at Yulara could contribute half the wages cost for the Training to Employment
model, this will bring the ILC’s operational costs to around $1.5 million,

As the Grant Samus! report suggests, cash flow will be negative for the years 2009 (-$7.4m) and
2010 {($25.5m). Therefore this result will not cover delivery of the training to employment
model. Funds would have come from the I1LC's own resources,

5.6, SWOT analysis

Each due diligence report has considered a SWOT analysis (Strengths, Weaknesses,
Opportunities and Threats). This provides useful information in terms of a quick analysis of
immediate risks and identification of potential opportunities for improvement associaled with this
investment. Each analysis has identified similar salient points which have been consolidated in

the following list:

Strengths:
e ARR is irreplaceable and situated in a world famous tourist destination and accounts for
90% of the Target Assets Value,
e Acquisition at steep discounted rate to original and/or replacement costs,
e Collection of compatible resorts in remote outhack locations enhances marketing
synergies,
e Accommodation mix across several resorts enables wide spread of guest types, appeal

and revenue fypes.
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A portfolio of resorts provides staff with alternative work and training opportunities.

Weaknesses:

L]

e & ¢ ©

Nature, location and age of all resorts, constrains value add components and increases
vulnerabilities in terms of heavy reliance on external impacts: Airtine strikes; global
financial crises; reduction in international travel; and increased operational costs in terms
of staff recruitment and retention; repairs and maintenance and capital improvements.
Major capital expenditure requirements In early years, reduces the level of investment
returns.

Low repeat visitation across the portfolio adds to operating challenges.

Closure of part of portfolio for 7 months each year limits performance capability.
Common seasonality fluctuations across the resort portfolio, adds to operating challenges.
Corporate overhead costs of Management company impacts significantly on the portfolio
revenues and cash flow,

Airport needs to be upgraded to take longer aircraft, '

Airport may be sold to another party, thereby changing the overall conirol of the business
operations.

Opportunities:

-]

881 jobs in a range of roles, of which only 10 are currently Indigenous

Timing opportunity, buying off value weakness when there are possibly no or limited
number of other portfolio investors.

Poor current portfolio management sirategies, provides an opportunity to change and
creale value add potential,

Promote identify of Consortium members to harness domestic support.

increase cultural presence in the resorts to create revenue opportunities and add to guest
experience.

F} Questro’s proximity to Home Valley and is operated in the same vein as Home Valley
Station ’

Threats:

Pricing risk in purchase due to limited time for full assessment of portfolio and factoring
in all pricing considerations.

Risk of over capitalisation in this sector and lack of capacity to move assets on either by
divestiment or re-sale.

Heightened risk of unplanned major capital expenditure costs emerging, given the age of
the resorts,

Competitive risks from increasing numbers of eco and cultural based local and
international resorts.

Unknown resulis of the world economic crisis.

_ 5.7, Initial risk fdentification

Consideration has been given to the likelihood and consequences of risks of the project.
Appendix 1 gives a table of identified risks, many of which have been collated from the due

diligence reports,

The ILC’s Corporate Risk Management Framewark has been used to rate the level of risk and
action required. The Risk Analysis Matrix and definitions in Table 15 have been applied.
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Table 15 ILC risk rating matrix on the basis of likelihood and consequences

RISK Consequences
Likelihood Insignificant Minor Moderate Major Catastraphic
} o 2 ] 3 4 5

A (almost certain)

B (likely)
C {possible)
D {unlikely}
E {rare}
Definitions:
E = Extreme: Demands immediate action in conjunction with corporate management a treatment plan
is required.
H = High: Requires attention from corporate management — a treatment plan is required.
M = Moderdte:  Should be managed by specific monitoring procedures
L = Low: Controlled by standard procedures.

r

Table 16 Risks rated as Extreme/ High after application of treatments

Risk rated Extreme / ngh after treatment
Purchase price offered for the target assets is not commensurate WIth the value,

{L.C not ablefeligible to obtain certification, authorisation and insurance
requirements ta operate the airport.

Non-compliance with Act/delegations/NILS with particular reference to the
Avyers Rock Airport.

Employment standards and conditions not in accordance with standard/ILC
practices.

Decision/acquisition not supported by Sector/Govt.

Unable to change the focus of the Target Assets following acquisition in terms
of private for profit to not for profit and focus on training and employment.
Titming of acquisition process too shott to meet ILc timeframes in terms of due
diligence.

Access to funding is denied / restricted / changed / modified / not available
within required timeframes,

Remoteness of Target Assets means visitor levels heavily dependant upon
external parties. Qantas continues regular flights to and from major cenfres
such as Melhourne and Sydney. Negative impact of International Visitors
global financial downturn.

Not able to guarantee current pricing structure on an individual property basis
as the current structure has been established as a result of the overall resort
holdings and efficiencies gained,

Deferment of capital expenditure during recent years indicates that this
expenditure will be required in the short/medium term to maintain standards at
an appropriate level,

Environmental issues identified on one or more of the properties require
significant expenditure to remedy.
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Access to and climbing of the Rock is banned by the current Indigenous Land
Holders.

Dramatic stump In visitor numbers as a resuit of the world economic crisis.

6.1, Governance of Phase 7

If the ILC was to bid for the property, was successful and proceeded to contract, there is likely to
be a significant period of between two to six months before settlement. The ILC would continue
to deal with due diligence issues alerted to by its due diligence experts. Further due diligence
would be carried out by the ILC's due diligence consultants and also by ILC staff members and

Directors as deemed necessary,
When setilement occurred, the 1LC basically would have two options,

1. The first is to retain the existing Voyages management structure and the vast bulk of its
" employees for a period of up to one year so it can familiarize itself totally with the Voyages
structure, which will enable the ILC to ensure it knows the exact costs of operating the
businesses, This will allow the ILC to know where the maximum cost savings of the old
Voyages operation can be made and it will be fully informed of such costs when negotiating a
management agreement with the resort operator, Advice from the ILC’s due diligence team
believes that keeping the Voyages structure for up to 12 months will inform the ILC greatly of
the operations of the Resort, which in turn will allow for a more favourable agreement to be

struck with a resort operator,

2, Alternatively, the ILC would use the settlement period to conduct further due diligence and
negotiate a deal with a resort operator, which would mean that, upon settiement, the resort
operator would immediately take over the operation of the resort. The resort operator would
be accountable to the ILC in delivering the key performance indicators under the resort
operating agreement. The ILC would take an active role in ensuring the resort operator’s
performance was strongly monitored.

Under both scenarios, it would be essential for the ILC to appoint a hotel industry expert as the
CEQ of the old Voyages structure to ensure that the resort operations were managed in the utmost

effective manner.

If the bid is successful, several elements of the project governance need to be in place
immediately to manage Phase 1 of the project {the acquisition and project planning).

Figure 1 sets out the proposed governanke structure for Phase 1, The Project Steering Committee
would be chaired by the General Manager, and would be comprised of an ILC Board Director,
the Voyages CEQ, the Chief Operating Officer, General Counsel, and ILC project manager.

The ILC project manager would be responsible for all aspects of running the project steering
committee, and will liaise extensively with the Voyages CEO. They would work with the Voyages
CEO to develop the Project Plan for the Board's approval including: the HR strategy,
Communication.strategy, and the Risk Management plan, )
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Figure 1 Project Governance structure for Phase 1

ILC Staff

& Non-lLC Staff

6.2. Project plan for Phase 1 if Board approves profect
Table 17 sets out the Implementation Plan & Budget for Phase 1 if the project is approved,
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Table 17 Implementation

T s 5 T TR ‘-:ft(?f;;.
QAlApr =0 ppenditure
SRR ] IYEED H{GST exc}) -

Plan and Budget for Phase 1

Inform Minister of proposed bid Dependent on
Board decision

Bid negaofiafions

Supplementary due diligence fo investigate Dependent on

further Isstes Board decision

HR stratagy developed Dependent on
Board decision

Recruliment of Voyages CEQ if Option #is Dependant on

pursued Board decision

Project Plan developed for Board apbraval,

including communicaltion and marketing strategy, gfgredng:;i;?j

and risk management plan

Settlement Dependent on
Board decision

TOTAL TR e T e e A

b6.3. Stakeholders and Communicaiion Strategy

Table 18 describes the stakeholders that are involved, or affected by, the acquisitions, and the
communication strafegy for each stakeholder,

Tahble 18 Summary of communication In Phase 1

Stakeholdei/s

Nature of communication 7% ::0 1",

Vi =TT
17 December 2008

Wana Ungkunija

Board declsion whether bid will
proceed to be communicated;
Progress of hid?

Minister for Famllles,
Community Services and
Indigenous Affairs (&
Australian Government)

Board deciston whether bid will
procead o be communicated

(Section 15 CAC Act: the ILC must
inform the Minister when it is
conducting substantial activities)

17 December 2008

Minister for Tourtsm

NT Government

ILC staff

Board decision whether bid will
prtoceed to be communicated

Seek Government support pursuant fo
election commitments to assist
indigenous tourism development

When appropriate

" Negotiate Alrport lease

Depen.dent on
Board declsion

Dependent on
Board decision

Voyages and resort staff

Dependent on
Board decision

Public / mediat?

Dependent on
Board decision
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6.4, Risk ManagemeanP!an development

Appendix 1 identifies overall risks of the project. If the acquisitions are to proceed, Appendix 1
will be expanded into a comprehensive Profect Risk Management Plan for the Board’s approval

prior to settlement.

The Risk Management Plan will include risks of both Phases 2 and 3 of the project and how the
risks will be mitigated. It will incorporate thorough analysis of the following:

o How the businesses and resorts will be managed in accordance with the ILC’s policies
and principles; ‘

e How sound business principles will be used;

¢ How sound land and environmental management practices will be used; and

¢ How the businesses will comply with refevant National, State and Territory legislation
and regulations, including OH&S. ’

7, implementatior;

* Projéct Phase 2 Management of Businesses

o f:::ﬁ'FﬁQj'eét Phase 3.Grant qupropfé'rifeé'l S

This paper seeks the Board’s consideration of the acquisition of the properties only. However, the
costs, risks, and strategies for the management of the businesses (Phase 2) and the grant of the-
properties (Phase 3) also require thorough consideration in making decisions around the ILC's

potential involvement and commitment to the project.

7.1, Project governance and management

A detailed Project Governance Strategy will be developed as part of the Project Plan for the
Board’s approval prior to settlement. This strategy will include:

o The roles and responsibilities of the CEO Voyages, the Project Steering Committee,
and the ILC Project Manager.

o The delegations and authorisations around decision-making, conflict and complaints
handling '

s Conflicts of interest in governance roles
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Figure 2 Post-acquisition (Phase 2} Project Governance structure

7.2, Communicaiion, marketing and change management strateqgy

A Communication, Marketing and Change Management Strategy will be developed as part of the
Project Plan for the Board’s approval prior to settlement, This strategy would include:

¢ How communication will occur throughout the project,- including what, when and how
information will be communicated inside the project (between Voyages and the ILC, and
within the ILC) and outside (to Indigenous and other stakeholders);

e How the marketing strategy will be developed and implemented, including how the
resorts will be rebadged and how the ILC and the contributions of other agencies/
partners be acknowledged through the project; and

e Identification of change management issues within the ILC, Voyages and the resorts, and
strategies and initiatives will be put in place to manage these issues and transition the
‘cultures’ of the businesses to Indigenous-focussed.

7.3, Project monitoring, audit and evaluation

The Project Plan to be provided to the Board prior to settlement would describe in detail the
mechanisms -and schedule for project monitoring and evaluation, It would articulate the key
milestones and deliverables that will be used to moniter the project’s success. ~

Regof‘ting
Included in the monitoring regime would be the following reports:

o Project overview reports to each meeting of the Board;

e Report against key risks to each meeting of the Audit and Risk Committee;

s Mare detailed reports on performance of the businesses and progress of the project plan,
including the success of the employment and training model to the Project Steering
Commilttee and as required to the General Manager; .

s Monthly reports to the ILC from Vayages for capture of benefit data and for aggregation
for the Annual Report;

e land Matters stories and media releases as appropriate to report on positive outcomes of
the project,
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Internal audit and evaluation

As a key project, it would be featured on the ILC’s Internal Audit calendar at the discretion of the
Audit and Risk Committee. Internal audit will be used to examine compliance, but audit scopes
may also be expanded to include elements of evaluation such as efficiency, effectiveness and
impact of the businesses and the project.

7.4. Divestment Strafegies

7.4.1. Overview

The proposed acquisitions would be pursuant to the [LC’s statutory function contained in Section
191D(1){b). The Board should note that in acquiring land pursuant to that provision, It has an
obligation to grant the land to an Aboriginal or Torres Strait Islander Corporation within a
reasonable time after acquisition (see also Section 191D({3){b)).

If the acquisitions are successful, the Project Plan developed before settlement would include
how the divestment strategies might be progressed.

The divestment strategies would be specific to each property. As these are sirategic acquisitions
{ie; not in response to applications), the divestment strategy would be made up of two

components as follows:-

(i) identification of an appropriate grantee group; and
(i) assessment of that group’s capacity to sustainably discharge its land ownership
functions, '

In relation to (i) above, it is anticipated that each grantee group would primarily (and possibly
exclusively) be made up of traditional owners of the relevant lands. The process of adequately
identifying the appropriate traditional owners may vary from property fo property.

In relation to (i), the extent of capacity to be exhibited by each group may to some extent
depend on the nature of any eventual grant of the land. If the grant were to include a leaseback
companent to the JLC (or anather nominated operator), it is arguable that the capacity of the
grantee group may be relatively minimal if the group’s landowner responsibilities are relatively
passive. However, in contrast, if the grantee group was to have a significant involvement as
fandowner in the running of the relevant business, then the capacity requirement would be

considerably greater,

7.4.2. Ayers Rock Resort
As this property is strrounded by Aboriginal land titles issued pursuant to the Aboriginal Land
Rights (Northern Territory) Act 1976 (Cth) (ALRA} and given the recent compensation claim
heard in the Federal Court, it Is anticipated that there should be a considerable weaith of refiable
information to identify the traditional owning group through the good offices of the central Land
Council, 1t would then be necessary to consider whether that group have a present corporation
which could appropriately be the grantee ar whether a new corporation would need to be

established.®

it would then be necessary to test the capacity of the group to own the land. If the grant took
place that enabled the group to have relatively unsophisticated landowning obligations, then it is
feasible that the land could be granted within three fo five years.

8 This assuimes the existing Land Trust would not be empowered to hold the titles given the limited

statutory roles that Land Trusts are confined to under the ALRA.
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7.4.3. Alice Springs Resort _
As the Alice Springs town area has been the subject of a successfully native title claim in favour
of the Arrente people, it is anticipated that there should be a considerable wealth of reliable
information to identify the traditional owning group through the offices of the Cenfral Land
Council, It would then be necessary to consider whether that group has a present corporation
which could appropriately be the grantee or whether a new corporation would need to be
established.

It would then be necessary to test the capacity of the group to own the land; if the grant took
place that enabled the group to have relatively unsophisticated landowning obligations, then it is
feasible that the land could be granted within a relatively short duration.

7.4.4. Kings Canyon Resort

The King's Canyon Resort is surrounded by a Watarrka National Park over which an Indigenous
fand Use Agreement (ILUA) was registered to regularise the legal status of that park. In the course

. of progressing the ILUA, it is anticipated that the appropriate traditional owners (or more exactly,
native title holders of claimants) would have had to be identified with a high degree of certainty
and in all likelihood with the active involvement of the Central Land Council,

Accordingly, it is anticipated that there should be a considerable wealth of reliable information to
identify the traditional owning group through the good offices of the Central Land Council. It
would then be necessary to consider whether that group has a present corporation which could
appropriately be the grantee or whether a new corporation would need to be established.

it would then be necessary to test the capacity of the group to own the land; if the grant took
place that enabled the group to have relatively unsophisticaled landowning obligations, then it s
feasible that the land could be granted within a relatively short duration.

7.4.5. Wrotham Park Lodge
As this property is in Queensland and has not been the subject of a native title determination, it is
unknown how much information would presently be available regarding traditional ownership of
the [and. If there were a dearth of reliable information (as is usually the case in Queensland), it
may be a lengthy matter to determine which group of people might properly be described as
traditional owners. The ILC does not have in-house expertise to properly identify such people. In
the event that native title applications are afoot, it is possible that, the outcome of those
applications may provide a definitive identification of native title holders. Of course, this is by no
means guaranteed, as many native title applications do not proceed te a successful determination

of native title,

Assuming these above difficulties of identification of an appropriate grantee group were
overcome, it would then be a necessary to test the group's capacity.

As there is some prospect of this particular property being sold as surplus pursuant to section
191), then it may be premature to develop the detailed divestment strategy in the foreseeable

future.

7.4.6. El Questro
While there has been some limited native title activity in terms of federal Court applications
nroceeding, there has been no positive determination of native title over the majority of the El
Questro parcels, However, given the native title activity and the probable involvement of the
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Kimberley Land Council, it is likely that there would be a significant bocfy of wark already cartied
out to properly identify the traditional owners. It would be appropriate for the ILC to ascertain the
extent of KLC corporate knowledge regarding traditional ownership of the El Questro parcels.

Assuming these above issues of identification of an appropriate grantee group were overcome, t
would then be necessary to consider whether that group has a present corporation which could
appropriately be the grantee ar whether a new corporation would need to be established.

It would then be necessary to test the capacity of the group to own the [and; if the grant took

place that enabled the group to have relatively unsophisticated fandowning obligations, then it is
feasible that the land could be granted within a relatively short duration.
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4.1 Quality Controf Checldist
Quality Control Checklist

Compliance with the ATSI Act

Project complies with the NILS and relevant RILS
Land will be acquired for granting to an Aboriginal or Torres Strait Island corporation

The acquisition is not the responsibility of another agency by Australian, State and
Territory law

Registers of the National Native Title Tribunal have been searched-

Sound business principles will be used

Sound fand and environmental management practices will be used

Sacred matertal has not been disclosed in vielation of Indigenous traditions

Land Manégément funds will be used in accordance with the Land Management
function

I R o o o o A A

Compliance with the NILS, RILS and Program Criteria

O A primary purpose has been identified
O Environment and Heritage values on the land have been identified

Due Diligence

O Information has been verified by accessing other sources or experts in the relevant field -
1 All evidence and decisions have been documented on file
All costs have been identified and verified, and the support of other partners has been
confirmed

Risks and freatments associated with the project and the ILC's management of the
project have been identified

Project management and monitoring details have been determined and described
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4.2 Fndorsement and Recommendation

We consider that this application is consistent with the:
u ATS] Act:
n NILS; and
s relevant RILS.

We endorse the project to the Board, with the following considerations:
foutline pertinent legal / political / financial / capital issues]

Amount GST
fex GST)

Legislative Authority for Funding

GST Comment

: ILC to carry on land management YIN
. -] activities under ST191E(1)(a)

<% Grant funds for land management under | Y/N

1 S191E(N(CD
| Make loans of money for land Y/N
I management activities under
4 ST91E{1)}{e)
4 "1 Guarantee loans for land management | Y/N

activities under sT91E(1)(d)

General Manager:
Signature:

Date:
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our reference Governor Philllp Tower RR

PO/AWINDIS6!-8050279 1 Farrer Place Sydney NSW 2000 CHAMBER
GPO Box 9925 NSW 2001 IEeTaAR
Tel (02) 9210 6600
Fax {02) 9210 6611 A
WWW.Corrs.com.au
Sydney
Mathoums
11 December 2008 ) Bﬂﬂgﬂgg :
5}
By email: David.Baffsky @Accor.com,
David.Galvin @ILC.gov.au
Mr David Bafisky AO and Mr David Gaivin =~ Annabolle Weleh (62) 8250 8560
Indigenous Land Corporation
Parinet
Level 1 Peler Calov (02) 9210 6215

Email; poter.calov@cotrs.com.au

3-5 Phipps Close
Football House
DEAKIN ACT 2600

Dear David and David

Legal opinion regarding structure of Project Red Rock
acquisition

1 Scope of Legal Advice

~ We have been engaged by the Indigenous Land Corporation (ILC) to review and provide
comments on a structure proposed for the acquisition by ILC and its wholly owned
subsldiarles (Subsidiaties) for Project Red Rock.

Project Red Rock involves the acquisition by ILC of the following assels:
{a} Avers Rock Resort (including airport) in the Northern Territory,
(b) Alice Springs Resort In the Northem Territory;

{©) El Questo Resort in the Kimberley Region of Westem Australia;
{d) Kings Canyon Rasort in the Northem Tetritory; and

(e) Wratham Park Statlon In Western Queensland,

(together Sites)},

Our scopse in advising ILC on this matter is iimited to addressing the following matters:

(a) the structura's compliance with the Aboriginal and Torres Stralt Islander Act 2005
(Cth) (ATSI Act) generally including, without limitation, confirmation that the
propased purchase (in all its aspects) by I1LC will comply with [L.C's fand
acquisitfon function as contalned In section 191D{1}{a); and

() ~ compliance with the Commonwealth Associations and Corporations Act 1997
(Cth) (CAC Act) generally including, without limitation confirmation that, on the
basls of the information we have to hand, no aspect of the purchase would breach
that Act and that, the requirements of section 15 in paricular have been complied

with; and

4988885/2A
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(e} the tax status of the Subsidiaries and any structuring considerations arlsing from
that status; _
In parilcular we note that our scope of works has not involved undertaking any due

diligance of the Sites or asgets In question or advising on any stamp duty or tax and
revenue lssues {other than ltem (¢) above) assoclated with the acquisition,

2 Project Documents
Late on 9 Decamber 2008 we were provided with the following project docuiments by Baker
& McKenzle in relation fo Project Red Rock:

(a) Memaorandum dated 9 December 2008 from Mr Ben MclLaughlin and Mr Robart
Williams addressed to Ms Jacoline Bekker of Grant Samus! and Mr Peter Calov of

our offices, setting out the proposed structure of the acquisition;

{b) Copy of the Master Sale Deed;

{c) Copy of the Ayers Rock Resort Sale Agreement which we understand is fo be
used as a template for the acguisition of the Alice Sptings, El Questro and
Wrotham Park,

(together Project Documents;),

Wa note that Baker & McKanzio In the above memorandum make explicit reference to
further changes to the Project Documents. If further amendments accur 10 the Project
Documents we will need to review those changess and reaffirm the opinion contained in this

letter,
3 Acquisition and land holding structure In Project Documents
The structure for acquistiion and land holding for the project involves the following:

8.1 GPT Funds Management 2 Ply Limited {GPT), Voyages Hotels & Resorts Pty
Limited (Voyages), Voyages Lodges Ply Ltd and Wrotham Park Lodge Ply Lid (as
Vendors) and Indigenous Land Corporation, ILC Alice Springs Pty Ltd, ILC Ayers
Rock Piy Lid, ILC El Quesiro Pty Lid, ILLC Voyages Ply Ltd and LG Wrotham Park
Piy Lid (as Puchasers) will enter into the Master Sale Deed which will govein the
acqulsition as a whole.

We understand that ILC Alice Springs Pty Lid, ILC Ayers Rock Pty Lid (ILCAR),
ILC El Questro Ply Lid, ILC Voyages Piy Lid and ILC Wrotham Park Pty Ltd have
yet to be incorporated but ars intended fo be Subsidiaties;

The Masler Sale Deed is subject to certain conditions precedent.

3.2 The Master Sale Dead will annex the form of Sales Agreement that is to
specifically govern the acquisition of each asset, On completion of the Master
Sale Deed the Vender is required {o deliver to the Purchasers the Sales

Agreements duly executed,

4988855/2A page 2
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3.3 Under the terms of the Ayers Rock Resort Sale Agreement (which we
understand acts as a template for the Sales Agreement and will be ropiicated for

the Allce Springs, El Questro and Wrotham Park assets):

(a) GPT sells to ILC its freehold interest in patts of the Ayers Rock site and its
leasehold interest in paris of the Ayers Rock site;
{b) Voyages sells t0 ILCAR its Interest as lessee under each of the leases, subleases

and sub-subleasas from GPT (Subleases) and its interest as landlord under ¢ach
of the sublease or licence which Voyages has granted (Under Leases), subject to
the reservation by Voyages in favour of itself of a right of aocupancy to the extant
necessary fo carry on the business on the premises (Right of Qccupancy); and

(c) Voyages sells to ILC the assets used In the operation of the business and the
Right of Ocoupancy. '

3.4 We understand that following Completion of the acquisition, ILC will transfer the
business and tha Right of Occupancy to ILCAR,

4 Structure Diagram
Long Term Lease
GPT {long
term lease) Transfor———————— iLe
After completion
Tl transfor of
o P By virtus of transfer  pusiness Assets
Sublsase . g.\!?;\“iﬁu Oe'c‘“? of head lease and Right
o) i of Qceupancy
Sublea
ublease e

S P
Voyagas Transfer Subsidiary*

By vitue of "

Under Leases sublassa
transfar

-

Concessions

Motes:
"

For each resort there will be a separafe
subsldiary.
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5 Compliance with the ATS! Act

Compliance Generally

We have been instructed that the intention of ILC In acquiring the Sites and asselsis to
sventually make a grant to an ATSI| company in accordance with section 191D(1){a) of the
ATSI Act, We understand that ILC has taken a long term view regarding the strategic
acquisition of the Sites and that it may take some time before a suitable ATSI Company is
identified for the purpose of making a grant in accordance with section 191D{1)(a) of the

ATS! Act. .

We are of the apinion that the proposed skructure, which involves the following acts by ILC

and Its Subsidiary:

5.1 the acquisition by ILC of GPT’s Interests in land {being a combination of freehold
estates and long term leasshold estates);

5.2 the acquisition by ILC from Voyages of assets used in the operation of the
business and the Right of Ogoupancy; and

53 the disposal by ILC to the relevant Subsidiary of the business and the Right of
Qcgupancy,

5.4 the acquisition by the relevant Subsldiary from Voyages of Voyages inferest as
lesses under the Subleases as well as Voyages' interest In any Under Leases;

and

556 the acquisition by the relevant Subsidiary from the ILC of the business and the
Right of Oceupancy

compiles with provisions of the ATS! Act. In pariictilar, we confirm:

(a) ILC’s act in 5.1 is within the ILC’s land acquisition function under section
191D(1){b) of the ATSI Act;

b} ILC's acts in 5.2 and 5.3 are within the ILC's general power to do alf things that

are necessary or convenlent in connection with the performance of ifs functions
(section 191H of the ATSI Act) belng either the land acquisition or land

ranagement function;

(c) the Subsidiary's acts in 5.4 and 5.5, are within the power of the Subsidiary,
provided that there is In place an arrangement within the meaning of section
191G(1} of the ATSI Act, being an arrangement for the performance by the
Subsidlary of ILC's land acquisition or land management function. We have
presumed for the purpose of this opinlon that the necessary arrangement will be
put in place at the timé of incorporation of the Subsidiary;

() the proposed structure s in our view consistent with ILG having had regard to the
Nationa! Indigenous Land Strategy and the relevant Reglonal Indigenous Land
Strategles (being Western Australia, Northern Tertitory or Queensland as the case
may be). As such, ILC is performing its functions In accordance with section

1910 of the ATSH Act by entering Into the transaction;

4988855/2A page 4
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(e)

the ILC (and the Subsldiaty) have comptied with the requirement when petforming
the land acquisition function under section 191D{4) of the ATSI Act, to search
relevant registers of the Natlonal Native Title Tribunal to ascertain whether any
clalms have been lodged, accepted of determined In relation fo the refevant land.
Baker & McKenzie have on the ILC’s behalf conducted the relevant searches and
furnished a report ta the ILC in the form attached,

Disposal of Surplus Land following completion of the acquisition

In the event that following completion of the acquisition by the Purchasers, ILC or its
relevant Subsidiary forms the view that it no longer needs the relevant Site {or leasehold
interest) for the purpose of making a grant to an ATS! Company, then ILC or relevant
Subsidiary wiil be entitled under section 191J of the ATS| Act to dispose of the Site (or

leasehold interest) to any person or body.

6

6.1

6.2

(b)

6.3
(a)

(B)

7

Compliance with the Commonwealth Associations and Corporations Act
1997 (Commonwealth) (CAC Act)

We have reviewed the provislons of the CAC Act and confirm that on the basis of
all information with which we have been provided in relation to this matter, subject
to paragraph 6.2 below, the proposed acquisition by the ILC and the Subsidiaries
complies with the CAC Act generally and, no aspect of the acquisition would

breach the CAC Act,

In relation to complying with the ILC’s obiigations under section 15 of the CAC
Act, once the ILC proposes to proceed with the acquisition and Ideally prior to the
lodgemenit of the bid, Ditectors of the {LC must give to the Minister for Families,
Community Services and indigenous Affairs written particulars of:

ILC’s proposal to form the Stbsidiaries;

ILC's proposal to acquire the assets pursuant to the Project Documents.

In this regard we note that our information from Baker & McKenzle is that the offer
being lodged Is not a binding offer as it Is merely an expression of interest at this

stage.
We are not aware of any:

exemption glven by the Minister for Familles, Community Services and indigenous
Affalrs to ILC (under section 15(2) of the CAC Act) from the requirement to comply

with soction 15(1) of the CAC Act; or
any guidelines given by the Minister under section 15(3} of the CAC Act,

which would change the position in paragraph 6.2,

Advice as to the tax status of ILC subsidiaries

Following our analyss of the relevant leglsfation we have come fo the conclusion that a
Subsidiary is unlikely to be a tax exempt enfity.

page 6
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We set out in this section our analysis as to why a Subsidiaiy is unlikéiy 10 be tax exempt
and why a fixed trust structure could be adopted to overcome the income tax issues
created by this sliuation.

Baker & McKenzie have advised that the use of a fixed frust will mean that the transaction
requires the payment of stamp duty by the Subsidiary, whilst the use of a company of which
ILC owns all the shares can potentially invclve nil stamp duty for the transaction. Baker &
McKenzie assessment Is based upon the corporate reconstruction relief provisions in
Western Australla which only allow stamp duty relief for group companies and not for group
trusts, .
An analysis was undertaken by Grant Samuel and Baker & McKenzie as to the potential
stamp duty saving (from using a company) against the income tax saving (from using a
fixed trust), We have been informed that the results of that analysis concluded in favour of
using a company. Accordingly, the fixed trust structure will not proceed. The taxable
income of a company may be manageable through deductible rent, interest and
management fees. Nolwithstanding that position we think that our analysis below should be
provided for ILC'g benefit,

7.1 Aboriginal and Totres Strait Islander Act

Segclion 193PF of the ATS! Act provides that:

“The Indfgenous Land Comoration Is not subject to taxation under a law of the
Commonwealth, a State or a Territory.”

The tem “Indigenous Land Corporation” is defined in section 4 of the ATSI Act to mean
“the Indigenous Land Carporation established by section 191A." Section 191A of the ATS!
Actmakes no reference to a Subsidiaty. Accordingly, the Subsidiaries will not have the
benefit of an express statutory exemption from taxation.

Section 191G of the ATSI Act provides that ILC may make an arrangement with a
Subsidiary about the performance by the Subsidiary of functions corresponding o one or
more of ILC’s functions. Section 4(2) of the ATS! Act provides that:

“The question whether a company Is a subsidiary of the Indigenous Land
Cotporation or of Indigenous Business Australia shafl be determined in the same
manner as the question whether a corporation is a subsldiary of another
corporation is determined for the puiposes of the Corporations Act 2001."

The extenston of the siatutory exemption from taxation to a Subsidlary could canceivably
be impiied where ILC has made an arrangement with the Subsidlary to perform one of
more of ILC's functions, However, we consider the better view Is that the extension ofthe
exemptlon is not so Implled. Relevantly, section 193R of the ATSI Act exempts certain
transactions from State and Tetritory taxation. A Subsidiary may be a party to such a
transaction. If a Subsldiary was exempt under section 193P of the ATSI Act, it would not
need the exemption under section 193R.

We also note that, from a policy standpoint, there is no reason why a company carrying on
a trading business should be exempt from tax {and therefore at a competitive advantage '
over other companies) because the company is controlled by ILC.

4988855/2A page 6




11 December 2008
Indlgenous Land Corporation
Legal opinion regarding structure of Project Red Rock

acquisition

touyers -

We therefore consider that the Subsidiaries are unlikely to have the bensfit of ILC’s
slatutory exemption from taxation.

7.2 income Tax Assesstiient Act
Exempt entities

Division 50 of the Income Tax Assessment Act 1997 (Cih) (1997 Act) exempts the Income
of various entitles from tax. These include:

(&) charitable insfitutions;
(b) govetmnment entitles; and
{c) socleties or assoclations established for the pumpose of promoting the

development of primary and secondary resources, and tourism,

Many enfities established for indigenous purposes are charitable Institutions, However, the
exemption Is subject to obtaining the endorsement of the Commissioner of Taxation. An
application for endorsement could be mada but having the Subsidiaries carry on a frading
business onh a for profit basis will caunt against the application, making endorsement
unlikely. The decision of the High Court in Commissioner of Taxation v Word investments
Limited [2008] HCA 55 may be of some assistance. However, the taxpayer in that case
was a campany limited by guarantee having charitable objects.

The government entlties which are exempt are municipal corporations, local govermning
bodles, public authorlties constituted under an Australian law, and constitutionally protected
funds, The Subsidiaries will not be municipal corporations, local governing bodles or
constitutionally protected funds. Howaver, they could cancelvably be public authorities
where they are performing one or more of ILC's functions pursuant 1o an arrangement
made with ILC under section 191G of the ATSI Act.

‘The Subsidiaries could also conceivably be associations established for the purpose of
- promoting the development of tourism. Relevantly, an association can be incorporated.

We would not recommend the Subsidiarles rely on the exemptions for public authorities or
tourism associations without first obtaining a private ruling from the Commissionet. In our
view, the carrying on of a trading businass by the Subsldiarles on a for profit basis makes a

favourable private ruling unfikely.

State/Terrftory bodies

Certain State/Territory bodies {STBs) are exempt from tax under Division 1AB of Part il of
“the Income Tax Assessment Act 1936 (Cth) (1936 Act).

Braadly, an STB Is a company In which all the shares are beneflclally owned by one or

more government entities. The term “government entlly” Is defined to mean a State, a

Territory, a municipal carporation or other local governing body, or another STB.
Accordingly, the Subsidiarles will nat be STBs because ILC is not a "government entity” as

defined.
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For completeness, we have also considered the doctrine of “crown immunity” or "sovereign
immunity”, Generally, this only applies to entities performing the funclions of governments
(usually foreign) and does not extend to commerclal actlvities.

7.3 Taxation of the Subsidiaries

On the above analysls, It is likely that the Subsidiaries will be taxable. In that cass, the

" taxable income of the Subsldiarles will equal thelr assessable Income less thelr allowable
deductions. The payments the Subslidiaries make to ILC under the Subleases and to third
parties under management agreements will be deductible to the Subsidiaries thereby
reducing their taxable income,
To the oxtent the Subsldiaries pay tax, they will generate franking credits. However, if the
Subsidiaries pay franked dividends to ILC, ILC will not pay tax on the dividends but will also
not be entitled to a refund of the franking credits. This Is because ILC does not satisfy the

. definition of an “exempt institulion that is eligible for a refund” in section 207-115 of the
1997 Act.
7.4 Subsidiaries as trusts
Given that IL.C is exempt from tax but the Subsldiaries are most likely taxable, we
consldered whether another entity which Is “flow through” for tax purposes could be used In
place of the Subsidiaries.
A unit trust in which ILC, being an exempt entity, holds 20% or more of the units would be a
public trading trust faxed Itke a company under Division 6C of Part {li of the 1936 Act.
However, a fixed trust which is not a unit trust would not be a public trading trust taxed like
a company.
As noted above, we discussed the use of fixed trusts with Baker & McKenzle. Based on an
analysis underfaken by Grant Samuel and Baker & McKenzle, It was detenmined that the
potential stamp duty saved by using companies outwelghed the potential income tax saved
by using fixed trusts. Accordingly, the Subsldiaiies will be companies.

7.5 Stamp duty

The staiutory exemption applicable to IL.C in sectlon 193P of the ATS! Act extends to stamp
duty.

In relation to the ability of the Commonwesith to override State and Territory stamp duly

laws, we note that section 51{/f} of the constitution gives the Commonwealth the power to
make laws with respact to “faxation; but so as not to discriminate between Stales or parts

of States”, Further, section 109 of the Constitution provides:

“When a faw of a State is inconsistent with a law of the Commonwealth, the fatter
shall prevail and the former shall, to the exfent of the Inconsistency, be invalid

For the reasons outlines above in relation fo Income tax, the Subsidiaries are unlikely to be
exempt from stamp duty, We understand this is consistent with a view obiained from the
North Terrilory Revenus Qffice by Baker & McKenzie. However, we agree with Baker &
MeKenzle that the Subsidiaries may be eligible for corporate reconstruction relief from

stamp duty in some jurlsdictions.
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7.6 Goods and services iax

We note the structure should p'rovide for the GST-free supply of a “going concern”, subject
fo the agreement of the sellers. In that case, the sellers should not be liable {for GST and
should not seek to gross-up the sale price by 10%.

Yours falthfully
Cotts Chambers Westgarth

Jonathon Leek

Petor Calov
Partner

Pariner

attachments
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1. Introduction

= oversee due diligence;

¢ advice on potential post transaction governance and management structures; and
o negotiate with JL.L and GPT.

Grant Samuel, on 10 October 2008, lodged an expression of interast in the Central Australian Assets with JLL. ILC is not interested in
acquiring the whole GPT portfolic and consequently Grant Samuet also lodged an expression of interest in the balance of the: porifolio
{mainly small island resorts) on behaif of Anthology Pty Limited ("Anthology”) and Gresham Private Equity (“Grasham®), the main
shareholderin Anthology. These assets for simplicity are referred to as the “Island Resorts” in this report. The cooperation with
Anthology/Gresham does not involve any commitment or obligation to them on the part of ILC and was merely to submitio GPT a
conforming expression of interest that would allow GPT to quit the whole portfolio.

The indicative price put forward by ILC for the Omswm“ Australian Assets was $300-340 million. There was limited information on which
to base a price and this pricing was principally determined for the chiective of getting through to the second stage of the process.

IL.C was invited t0 proceed to undertake due diigence and submit final offers by midday, 17 December 2009 (extended from the initial
date of ¢ December 2008). -

GPT had in 1997 granted a right of first refusal over Ayers Rock Resort and Alice Springs Resort {o Wana Ungkunytja Pty. Ltd ("Wana
Ungkunytja™). That right requires GPT fo first offer Ayers Rock Resort and Alice Springs Resort to Wana Ungkunytia but if the offer is
declined GPT cannot sell at a lower price without again offering the resorts to Wana Ungkunytja at that lower price. ILC and Wana

C:mwc:é.m:m%m@_.mm&oéo%m:nmnsmazﬁwocaﬂo?@mamooxmmmon (including the airport) and Alice Springs Resort and to
commit the resources to achieve this outcome. .

Wana Ungkunytja Pty. Ltd , as Trustee of the Wana Ungkunytja Trust, was formed in 1993 as the business arm of the Nyangatjatiara
Aboriginal Corporation ("NAC™). NAC is a regional Aboriginal social development organisation whose focus has been upon the
improvemsnt of Aboriginal community members lives atid circumstances. The member scommunities of NAC are Kalfukatjara at

Docker River, Mutitjulu at Uluru and Imanpa on the Lasseter Highway. These communities and NAG are the beneficiaries of the Wana
Ungkunytja Trust,

Wana Ungkunytia was represented on the board of the Ayers Rock Resort Company from 1993-1897, on the board of Ayers Rock
Resort Management (Voyages) from 1897-2000 and since 2003 on the GPTAVana Ungkunylja Advisory Board.

GRANT SAMUEL
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1. Infroduction

Competition for the Central Australian Resorts:

Itis believed that there is limited competition for the Central Australian Assets although this is not certain. A range of pariies submittad
expressions of interest but it is quite likely that some were not serious. It is known that some parties were not invited into the second
stage — presumably based on price. One party which did not proceed raportedly proposed a price of $250 million for Ayers Rock
Resori and Alice Springs Resort. [t is thought that there are no parties interested in the whole portfolio. One party which was invited
into the second stage has subsequently withdrawn. It appears that there have been few site inspections at Ayers Rock by competitors,
possibly two at the most. In the current economic climate, potential competitors face a range of aftractive investment opporiunities,
debt funding is iimited and the deteriorating financial performance of the Central Australian Assets will raise question marks. In

previcus more buoyant economic conditions, proparty trusts and financial buyers would have been prominent amongst potential
buyers. Few, if any, will be involved in this process. .

This report to the Board outlines the recommendations of Grant Samuel and the background 1o those recommendations.

GRANT SAMUEL
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2, Executive Summary

PRICING

A price of $282 million ($290 including the 54% balance of Kings Canyon Resort) will not be particularly attractive to GPT. [t is almost
certainly considerably less than expected by GPT. One potential buyer was excluded from the short list because it offered $250 million for
just two of these assets (Ayers Rock Resort and Alice Springs Resort) and that buyer would stilf be a potentially serious competitor. The
figure of $282 million represents a very large discount (and therefors potentiat writedowr) based on the carrying value of the Central

Australian Assets in GPT’s accounts at 30 June 2008 of approximately $400 million. GPT acquired Ayers Rock Resort in 1997 for $220
million and has since invested $110 million in capital expenditure.

The figure of $282 million is substantially less than the aggregate investment in Ayers Rock Resort alone — believed to be $580 million.
The replacement cost of Ayers Rock Resert is presumably well in excess of $560 million.

Colliers valued Ayers Rock Resort as at 8 Dacember 2008 on the instructions of ILC at $290 miliion. Colifers had previously prepared the
valuation of Ayers Rock Resort for GPT on which GPT based its book values at 30 June 2008,

CRANT SAMUEL
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2. Executive Summary

Three alternative approaches to the management of the Central Ausiralian Assets have been considered:

Option 1: 1LC directly manages the resorts and hotels as GPT does through Voyages. In this approach 1LC would take on most of the
- Voyages siaff relating to the Central Australian Assets, operations and systems.
Option 2: 1LC directly manages the setvices and infrastructure at Ayers Rock Resort and Kings Canyon Resort and some of the
accommodation facilities, in particular Outback Picneer Hotel and Lodge and campground at Ayers Rock Resort, the
campground at Kings Canyon and El Questro. An external manager would be appointed to operate the other hotels at Avers

Rock Resort, Alice Springs Resert and Kings Canyon Resert. In this aporoach ILC would take on some of the Voyages staff
and most of its operations and systerns.

Option 3: An external manager would manage all the resorts (including infrastructure and services) and hotsls.

Initial proposals were obtained from Hilton, IMG, Accor, Rydges, Minor International (a Thai hotel and resort operator) and Delaware North
which runs resorts in national parks in the United States (e.g. Yosemite) and facilities management operations in.Australia (Melbourne and
Olympic Parks, Telstra Dome, WACA, Sovereign Hill Museum etc). Certain managers (Hilton and [MG) were not interested in Option 3.

qumgmﬁmm_maEonomm_mému,mmcwwmgcmazmo:msiﬂoa_Imwmﬁmmm_b,nooﬂmsa _um_mé.m_‘mznis._Im_xﬁmmwm:n;ooo_,ém«mmmx@&o
respond on the basis of Option 2 and Delaware North was asked to respond on the basis of Option 3. .

All parties were asked whether they would be willing to invest in the Central Australian Assets. Delaware North was the only party willing
to consider a significant investment. It is willing to view an arrangement as a lang term partnership in which i would contribute up to $50
miillion capital initially. There are complexities created with the infreduction of an equity partner but these.can be dealk with.

in Grant Samuel’s view Accor was preferred amongst the first three hoiel managers on the basis of iis breadth of experience and

presence (both in Australia and internationally) and overail quality of presentation. IHG put forward a strong proposal and in particular its
experience managing a resort in Kakadu National Park. However that resort is small.

Detaware North afso put forward a good proposal but would be reliant on bringing hotel management axpertise from the United States.
Delaware North is only recommended if ILC decides that it wishes to make 2 smaller investment and introduce an equity partner.

Each party has proposed terms on which they would undertake the management role. Each proposal wilk require considerabls further
negotiation 1o achieve terms that are satisfactory to the ILC. To retain competition during that negotiation, it would be préferable to

proceed with twa parties. .
The preferred hotel operator would be selected aftér ILC has lodged its bid and after ILC has been nominated as preferred buyer,

Even when a single preferred hotel operator is chosen, a lot of work remains to be done jointly — due diligence, planning transition
arrangemeants stc.
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2. Executive Summary

PERFORMANCE OF THE CENTRAL AUSTRALIAN ASSETS

The financial performance of Ayers Rock Resort has deteriorated in the last fwo years with revenue falling on lower occupancies and a
significant drop in profit. In contrast the performance of Alice Springs Resort and Kings Canyon Resort has strengthened in that perfod:

Revenue

EBITDA {After Corporate Costs)y

oty Tofa L4
bl tae T

p to October 2008 {August for Kings Canyon)
2 AHocation of corporate costs as per Voyages management

The downturn at Avers Rock Resort in part reflects @ downturn in tourism generally. It probably also reflects the fact that tourism and
lsisure are not core to GPT and Ayers Rock Rasort has been restricted in access {0 capital and has becoma “tired”. Moreover the

management lacks flair and the limited visitor out of room experience has contributed to a relatively short average stay of 1.8 days.

The cutlook for the near future is negative. Discretionary spending and international travel will contract with the econoemic crisis afthough
the fall

in the Australian dollar wili assist inbound tourism. Earnings in 2009 are expected to fall from 2008 but during 2010 it is
reasonable to anticipate recovery both as a result of improvin

g economic conditions and the benefit of capital expenditure and better
marketing of Avers Rock.
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2. Executive Summary

YALUATION

w The discounted cash flow valuation of the Central Australian Assets {including 100% of Kings Canyon) is $290 million. This valuation

is based on: . ]
+ cash flow forecasts in the base case financial model: :

1

o a discount rate of 9.5% (9.0% for the Ayers Rock airport) - 9.5% is the weighted average cost of capital; and
» capital expenditure of $97.2 million aver five vears ($79.6 million at Ayers Rock Resort)

= This valuation represents an assessment by a third party commercial buyer.
which is exempt from income tax or stamp duty
$99 million higher.

It assumes that the buyer pays full tax, unlike the ILC
. Ifincome tax is excluded from the model the discounted cashfiow valuation would be

The discounted cashfiow valuation is sensitive to changes in assumptions:

= [t is difficult fo value the resorts, in part because they are unique and there have been few if any transactions in comparable reserts that

might provide valuation evidence., Moreover, in the current market there is a very limited universe of potential buyers.
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2. Executive Summary

KEY RISKS

u Occupancy / visitor numbers. The tourism industry can be volatile and is seriously impacted by external evenis — political, economical
or social. Occupancy and visitor numbers have been in decline at Ayers Rock Resort but 1t is believed that this could be tumned around
with refurbishment, beiter facilities, bstter out-of-room experiences, smarter marketing and the guidance of strong manageament.

® Alraccess. The costs and availability of flights to Ayers Rack/Alice Springs are key to Ayers Rock Resort but are not within its control.
Access is a key issue to be handled by management going forward.

= Management of resorts. Taking on a managament platform of this scale is 2 new challenge for ILC.

® Remoteness of resorts. Management of remote resoris is inherently difficult and presents unigue challenges including high staff
turnover,
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Description of Resorts

INTRODUCTION

Ayers Rock Resort, Alice Springs Resort and Kings Canyon
Resort are located in central Australia. Avers Rock Resort is the
key asset and the largest of the Central Australian Assets. Itis
300 kilometres to the south of Kings Canyon (approximately
three hours drive) and Alice Springs is 300 kilometres to the sast
of Kings Canyon (approximately three hours drive). El Questro is
located in the Kimberly region of Western Austiraliz and Wrotham
Park is in north west Qusensland.

AYERS ROCK RESORT

Ayers Rock Resart is unique with a location adjacent to the world
heritage listed Uluru-Kata Tjuta National Park, 18 kilometres
north-west of Uluru {Ayers Rock). It is the only resort within
several hundred Kilometres of Ayers Rock.

The Ayers Rock Resort is located on 94 square kilometres of
freehold land and provides a range of accommodation options -
from the luxury Longitude 131, five-star Sails in the Desert'or the
four and a half star Desert Gardens Hotel, to the self contained
Emu Walk Apartments, the Lost Camel Hotel, the Quiback
Picneer Hotel and Lodge and the Ayers Rock Campground
offering powered campsites and air conditioned cabins.

3. Overview of Resorts

The Ayers Rock Resort includes a visiter's cenire, a shopping square and a conference centre with 300 seat capacity. Related
infrastructure at Ayers Rock includes an airport, staff accommodation, community infrastruciures, power generation, water traatment
plant, sewerage treatment plant, gas supply and distribution, and road infrastructure. www.ayersrockresort.com. au
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3. Overview of Resorts

Resorts’ individual Contribution and Historical Financial Performance

Revenue = Ayers Rock Resort is the most significant asset of the

Central Austrafian Assets contributing approximately 80% of
the revenue and approximately 0% of EBITDA. Although
revenue has declined by approximaiely 4% over the last two
years, EBITDA has significantly decreased by 6% and 17% in
2007 and 2008 respectively, primarily a resuit of a decline in
aceupancy and room rate, particularly in Sails in the Desert,

= Alice Springs Resort — revenue increased by 15% in 2008
which flowed through to an increase of almost 25% in
EBITDA. In 2007, EBITDA increasad by over 20% despite a
revenue decline of 3%, mainly due to reduced staff numbers
and a decline in marketing spend

» Kings Canyon Resort — EBITDA increased strongly in both
2007 and 2008

u El Questre’s performance has been static with 2 decline in
EBITDA of almost 13% in 2008 despite revenue growth of

almost 6% due ic a rise in fuel costs and staff accommodation
costs

Source: Vovages Management

EBITDA (after corporate costs)

= Wrotham Park has made [osses since opening. It is
questionable whether performance can be turned around

(mugch higher occupancy and room rates will need 1o
achieved).

= The EBITDA numbers include aiiocated corporate costs of
$13 million as presented in section 6.

Hith. YO
Saurca: Voyages Management
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Key Performance Indicators at Avers Rock Resort

Ayers Rock Resort Occupancy Rate

258 249
228

63
188 4s3 gy 158 1

159 o 153
147 R, 435, sl e lfffrgaifxmk..mm

i
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B85%  63% 63% 59%,
wé.,._ e

.a ,_ 2 i ey i S i wm & ks
1908 1890 2000 2001 2002 2003 2004 2005 2008 2007 2008
K% Qooupancy % ~&—ADR ~%-RevPAR

Source:  Yoyages Management

Ayers Rock Resort Visitors and Room Revenue
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wwc»w;\xs\.é 3563 3646 3692 mm.mﬁm.i{umu.,_ 340.5
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2 Room Revenue (3 million) —*-Rooms sold ("009) -7 Vigitors (000}

Source: Voyages Managament

3. Overview of Resorts

= Performance indicators at Ayers Rock Resort indicate a long

term decline (or at best stagnation) since the peak years in
2000 and 2001,

@ |n parficular, the graphs indicate:

L]

Occupancy has been in a long term decline. The highest
occupancy was achieved in 2000 when it peaked at 81%.
Occupancy is currently at the lowest ievel of 58% (in line
with 2003). In 2001 a number of addifional rooms were
added (which contributed to the drop in occupancy in 2001
and 2002)

The Average Daily Rate ("ADR™) was bocsted by the
re-opening of Longitude 131° in 2005 but revenue per
available room {("RevPAR")} is back to 1999 levels

Visitor nuritbers and rooms soid peaked in 2000 and have
been in decline since .

Total room revenue has failed to keep up with inflation and
has effectively tracked sideways since 2002
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Structuring of the Acquisition

= [LC would buy the Central Australian Assets through asset
purchases rather than share purchases. At compietion, ILC
will buy the land (or head leases) and all the businesses but
with the Voyages leasehald interests being transferred from
Voyages to separate wholly-owned subsidiaries of ILC
{OpCos). After completion [LC will transfer each business to
an OpCo. Six CpCos will be created ~ one for each asset:

= Ayers Rock Resort

o Alice Springs Resort

e Kings Canyon Resort

s El Questro

s Wrotham Fark

s Voyages management platform

2 There will be a master sale agreement and a series of
subsidiary agreements — one for each asset.

4. Structuring

Structure of Ayers Rock Resort

Land Transfer

\Smm%oa Interest

Transfer

Operating business
Sublease ? .

ﬁ . Transfer

Business
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&. Due Diligence Summary

Legal Due Diligence Qverview

= Baker & McKenzie conducied legal due diligence

= | egal due diligence covered structure (implications of existing business structure}, title and property issues, material contracts, permits
and licences, construction, planning, environment and native title, employment and intellectua praperty. The matenality threshold for
Ayers Rock Resort, Alice Springs Resort and the Voyages Corporate Office was $1.0 miliion and for El Questro, Wrotham Park and

Kings Canyon $0.5 million or where it may adversely impact the value of the relevant assat. Materiality thresholds included material
non-financial issues.

= legal due diligence was based principally on material from the virtual data room provided by GPT and ﬁrcmo information
= The key issues from the legal due diligence are as follows:
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5. Due Diligence Summary

%mﬂmwy_mmwwwn@% o

P e f A

iofrhers m,ﬂ_,mwsm

!

S ofTrad _uqm nmmcpﬂf

bl AR i

mi_m%

AL

Eza;oﬁ

28

GCRANT SAMUEL



TANNYS LNVYED B¢

T L R
R Y e

SOk

'smojiof se ale eoushjip enp BuuNcIVE SU WOy SINsSt Ae oY) =

‘uoRewLopl oljgnd pue (ed WeYRIAL pUe onseny |3 Buipnjoxe) sposal auy} jo uonoadsur feaisAuyd
“TIr pui JuswwsBeuewl safiefon UM SUSISSNOSIP |40 Aq pepiaotd woos eyep fenuia sy uo Ajediouud pasey sem Hodal s UIBMIO

‘JuswAoc|dws pue uuoped 1] ‘SweiU0s Loy W exieu uo sisffeue ‘sxiom [exded pue uonelsaidsp Bunsixe uo WAWIWOD - JBLYD

pue senusbuluos pue sjUsWiLuLIes
‘Butuorsincid ‘anjea Buipiedel Aanoalgns jo seare [efualod pue 19ays souEeleq su) esAlBue ~ solllliqel pue sjesse Jo Ajeny s
safefop wol sj@i0y 126y
U} 10 LojeIedes [0 Joedil JSpISUoT ‘1eBpNg 600ZAL PUE 1SB22.0) BOOZAL MRl ‘20T TLA PUB L00Z ‘900Z 10} siseq (2104 Ag
19304 B U0 sjUsAs Jolew jo JoBdill pue spusl) JO LIOKBILILSP! — SoUBLLIOHSd [RIOUBLY 1SB0SI0) PUB sousluIopad [ESLIISIY JO MBIADY e

PEPNOULEOM S, UleMIOH jo adoos ey =
"2ousifip anp Xe) pue BURUNGII. PSIPNPUOD T H EBMIOH =

MaWIBAQ souslbijig ang BuUBUNcIdY

Ameunung soueBipg eng g



ue Diligence Summary

Accounting Due Diligence Overview {cont’d)
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