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Indigenous Business Australia (IBA) is

a progressive and commercially focused
organisation. We are a significant contributor
to the goals of the Australian Government's
Indigenous Economic Development Strategy,
which is aimed at closing the gap between
the living standards of Indigenous and other
Australians.

Our vision: is for a nation in which the First
Australians are economically independent and an
integral part of the economy.

Our purpose: as set out in the Aboriginal
and Torres Strait Islander Act 20085, is to assist
and enhance the self-management and economic
self-sufficiency of Aboriginal and Torres Strait
Islander peoples, and to advance their commercial
and economic interests by accumulating and
using a substantial capital asset for their benefit.

What we do: We identify and pursue
opportunities that enable Indigenous Australians
to create wealth, accumulate assets and achieve
their financial aspirations. Our programs provide
the means for Indigenous Australians to take

up mainstream investment opportunities, create
businesses that provide additional employment
opportunities, and own their own homes.

How we do it: We do this by building
mutually respectful and responsible partnerships
with Indigenous Australians, government
agencies, private sector business and industry.

Our values: are to be professional, outcome-
focused, collaborative, responsive, proactive,
realistic and respectful.

Following the proclamation of the Aboriginal
and Torres Strait Islander Commission

Act 1989, the Aboriginal and Torres

Strait Islander Commercial Development
Corporation is established with assets
transferred from the former Aboriginal
Development Commission.
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This is IBAs report to the Minister for Families, Housing, Community Services and Indigenous Affairs
(FaHCSIA) for the financial year 2009-10. Prepared according to parliamentary reporting requirements,
the report also provides information for the community and stakeholders. It outlines the goals contained
in IBAs Portfolio Budget Statement 2009-10 and relates them to actual results achieved for the year.
A table of contents for each section is available on each of the relevant section pages.
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Highlights of the 2009-10 year start on page 2 and are followed by IBA's Chair, Dr Dawn Casey's
letter of transmittal.
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Starting on page 7, 1BA's CEO (IBA General Manager) Bruce Gemmell reviews the organisation’s
operations, the challenges it overcame in weathering the global financial crisis and its outlook for the
immediate future. This section also includes a financial snapshot.

03 Performance reports
A table on page 16 summarises IBA's performance during the year, followed by separate performance
sections for information on each of IBA's programs.

04 Management and accountability
From page 65 onwards, IBA details its approach to corporate governance, risk management and fraud
control. This section also introduces the IBA Board and committees.

05 Stakeholders
In this section, which starts on page 81, IBA discusses its key stakeholders and the efforts made
towards maintaining these important relationships.

06 Staff
This section, which starts on page 85 outlines IBA's employment strategies, introduces the executive
and explains the organisational structure.

07 Financial statements
IBA's audited Financial Statements for 2009-10 start on page 95.

08 Appendices
The appendices start on page 171 and contain additional information about significant events, IBA's
use of consultants and its progress in implementing the Commonwealth Disability Strategy.

09 References

This report complies with the Commonwealth Authorities and Companies Act 1997 and Part 2 of the
Commonwealth Authorities and Companies (Report of Operations) Orders 2008. Starting on page 181,
you will also find a compliance inde, list of acronyms and abbreviations, and an alphabetical index to help
guide you through this report.

The Aboriginal and Torres Strait Islander Commercial
Development Corporation establishes a joint venture
with the Tasmanian Investment Corporation and a
group of eight Aboriginal organisations to purchase
Gordon River Cruises. Gordon River Cruises is one

The Aboriginal and Torres Strait Islander Commercial
Development Corporation acquires 19.93 per cent
equity in the Tjapukai Aboriginal Cultural Park. In
2004 Tjapukai Aboriginal Cultural Park is named
Australia’s Best Tourist Attraction in the Australian

of Tasmania’s premier tourist attractions, drawing Tourism Export Council Excellence Awards.

approximately 70,000 tourists a year.
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Highlights

Acquired a 50 per cent interest in the Vibe and Medina Grand hotels in the Darwin City
Waterfront precinct, in partnership with the Larrakia Development Corporation. The
goal of this investment is to provide economic benefit to all Larrakia people by creating
enterprises to employ, train and involve them (see pages 19 and 35).

Co-invested in the Chifley Alice Springs Resort with Centrecorp Aboriginal Investment
Corporation and a private sector partner. This partnership has plans to employ local
Indigenous Australians in the resort and develop it as a hub for supporting smaller
tourism businesses in central Australia (see page 33).

Sold down an interest in the Gagudju Lodge Cooinda Trust to the Gagudju
Association. The Gagudju Lodge Cooinda and Gagudju Crocodile Holiday Inn are
jointly owned by IBA and the Gagudju Association, and provide accommodation and
tourism services within the boundaries of the Kakadu National Park in the Northern
Territory (see page 38).

Co-invested with Ridley Corporation, Australia's largest manufacturer of agriproducts,
to upgrade a factory in Inverell for the production of commercial-grade fish feed. This
venture currently employs four Indigenous staff. IBA is looking forward to the joint
venture delivering positive economic and social benefits to the local community of
Inverell (see page 29).

Successfully concluded business development work in Galiwin’ku in the Northern
Territory. This project established 24 new enterprises, creating eight full-time and
43 part-time jobs (see page 62).

Built a children’s services centre, safe house and staff accommodation at Wadeye, in
north-west Northern Territory, providing training in construction skills and 2,500 hours
of employment for local Indigenous Australians. The children’s services centre will
provide health and childcare services for up to 60 children and facilities for community
meetings and training courses.
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Designed and managed the construction of four houses in Nguiu in the Tiwi Islands,
to be sold to eligible clients participating in the Home Ownership on Indigenous Land
Program. Construction was completed in 2010 and three of these houses have now
been sold. In all, there are now 12 families in Nguiu living in their own homes, which
they purchased through this program (see page 51).

Formed the Moonamang Joint Venture partnership with Leighton Contractors and won the
contract to work on the Ord—East Kimberley Expansion Project. Through this joint venture,
IBA will deliver projects focused on local Indigenous employment and the business
opportunities that will emerge from this significant infrastructure project (see page 84).

Piloted within the Cairns region, /N to Business, a series of workshops to provide
prospective entrepreneurs with the skills and knowledge of what business ownership
entails, how to further develop and articulate their business idea, and consider the concepts
that will form the basis of their business plans. During the workshops, the participants
self-evaluate the viability of their business idea using their newly acquired knowledge.

Approved 363 new housing loans under the Home Ownership Program, which had a total
value of $82.2 million, with 92 per cent of approved new loans being made to first home
buyers. This new lending has increased to 14,100 the total number of Indigenous individuals
and families assisted by the program since its establishment in 1975 (see page 39).

Approved seven new loans under the Home Ownership on Indigenous Land Program,
which had a total value of $1.37 million. This new lending was approved for borrowers
living in Nguiu in the Tiwi Islands in the Northern Territory (see page 51).

Awarded eight scholarships (under the IBA Scholarship Fund) to mature-age
Indigenous Australians to undertake tertiary studies in economics, business and
commercial fields.

Received a Silver Award, in the General Awards Category of the Australasian Reporting
Awards, for its 2008—-09 Annual Report.

The Aboriginal and Torres Strait
Islander Commission Act 1989 is
amended to change the name of
the Aboriginal and Torres Strait
Islander Commercial Development
Corporation to Indigenous
Business Australia.

IBA, the Ngarda Ngarli Yarndu Foundation and
contracting firm Henry Walker Eltin (now HWE
Mining) form a joint venture: Ngarda Civil &
Mining Pty Ltd (Ngarda). In 2003 Ngarda wins
the large business category in the prestigious
Prime Minister's Awards for Excellence in
Community Business Partnerships.

In partnership with the Yadgalah
Aboriginal Corporation, IBA acquires
50 per cent interest in the Monkey
Mia Dolphin resort, an internationally
renowned eco-tourism destination in
Western Australia.

Following the abolition of the Aboriginal
and Torres Strait Islander Commission,
IBA's role is expanded to include
management of the Home Ownership
Program and Business Development
and Assistance Program.

The Home Ownership
on Indigenous Land
Program is developed
to facilitate Indigenous
home ownership on
community-titled land.
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Chair's Letter of Transmittal

The Hon. Jenny Macklin, MP
Minister for Families, Housing, Community Services and Indigenous Affairs
Canberra ACT 2600

Dear Minister,

On behalf of the Board of Indigenous Business Australia (IBA), | am pleased to submit our annual report
for the financial year ended 30 June 2010. The report is presented in accordance with Section 9 of the
Commonwealth Authorities and Companies Act 1997 (the CAC Act) and section 189 of the Aboriginal
and Torres Strait Islander Act 2006.

Under section 9 of the CAC Act, the directors of IBA are responsible for producing an annual report
that includes a report of operations prepared in accordance with the Commonwealth Authorities and
Companies (Report of Operations) Orders 2008. This annual report and audited financial statements
were approved in accordance with a resolution of IBAs directors on 14 September 2010.

IBA celebrated 20 years in operation, having grown in two decades from the small Aboriginal and Torres
Strait Islander Commercial Development Corporation (CDC) of 1990—with a handful of employees and
seed funding of $10 million—to employing over 230 staff in 19 offices nationwide, with an asset base
of nearly $1 billion.

[t was timely in my first full year as Chair of IBA to consult with a range of stakeholders and to review
our governance structures and programs to determine IBA's future directions. One of the outcomes
has been to establish a Finance and Investment Committee to guide the development of a sustainable
investment policy.

It is encouraging to see that the Australian Government released its draft Indigenous Economic
Development Strategy (IEDS) in May 2010. This strategy, once adopted, will set the scene for stronger
and more resilient economic growth and increased Indigenous Australian participation. IBA sees itself
as a significant contributor to the goals of the IEDS and is committed to working with all levels of
government to achieve Indigenous participation in investments, joint ventures and business enterprises.

The Board identified several priority areas to contribute to the Council of Australian Governments’
Closing the Gap agenda including Indigenous home ownership and regional strategies. We will also
continue to work with the Minister to reduce the gap between Indigenous householders, who are half as
likely as non-Indigenous Australians to own or be purchasing their own homes.

This year the IBA Scholarship Fund provided eight scholarships to help mature-age Indigenous
Australians complete their economic qualifications. Recognising that this is an important investment in
the economic future of Indigenous Australians, the Board approved ongoing funding for this initiative.

IBA hosts the First Nations Economic
Opportunities Conference in Sydney to promote
Indigenous economic development and to
facilitate an understanding of the challenges
facing Indigenous businesses. More than

500 people attend the conference, including
delegations from New Zealand and Canada.

IBA and the Department of Education,
Employment and Workplace Relations

jointly develop an Indigenous small business
development model which funds the placement
of an economic development officer, paired with
a local Indigenous officer, to work in remote
communities in the Northern Territory.
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Scholarship recipient Sam Raciti and IBA Chair Dr Dawn Casey at the IBA Scholarship Fund presentation ceremony,
February 2010, in Canberra.

Through projects such as these, IBA demonstrates its ability to contribute to Indigenous economic
participation beyond its main channels of homes, business development and investment programs.

Mr Ron Morony retired as IBA's General Manager in 2010 after almost 13 years in the role. During Mr
Morony’s term, IBA's responsibility substantially increased to include the Home Ownership and Business
Development and Assistance Programs and its capital base to around $320 million. The Board would
like to acknowledge Mr Morony's significant contribution to IBA.

The Board welcomed Mr Bruce Gemmell to the role of CEO. Mr Gemmell brings a wealth of experience
to the role and his stewardship will be invaluable to IBA over the coming months.

Finally, | would also like to thank my fellow Board members and the staff and management of IBA,
who have demonstrated enthusiasm, skill and dedication over the past year.

-
Dr Dawn Casey Psm FaHA
Chair, Indigenous Business Australia

October 2010

The first Home Ownership on
Indigenous Land Program loan is
approved, enabling an Indigenous
family to start construction of their
new home on Melville Island in the
Northern Territory.

IBA and National Australia Bank jointly
develop the Indigenous Entrepreneur
Microenterprise Program to deliver
small business loans (microfinance) and
associated business support to eligible
Indigenous entrepreneurs.
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" Celebrating 20 years of assisting
Indigenous Australians on their pathway to
economic independence and continuing
to contribute to Indigenous economic
development, year after year...

"EXECUTIVE
SUMMARY

This sculpture was a gift to the La Perouse Local Aboriginal Land Council during NAIDOC Week. Here it is

photographed at dawn at Solander Point, the headland where Lieutenant James Cook decided to make a left-hand tum
into Botany Bay and from there, set foot for the first time on Australian land. (Photograph supplied by Bryan Marden,)
IBA publishes a research report More than 14,000 008 CEQ's Review
titled the Perceptions of Home Indigenous families O Q
Ownership among IBA Home have been assisted to 011 Financial Snapshot
Loan Clients. The study highlights participate in their own
several key economic benefits of home ownership experience
home ownership for Indigenous since the Home Ownership
Australians. Program started.
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| joined IBA as it reached its milestone of
20 years of operation as an Indigenous-
specific commercial organisation. My first
months have been focused on learning
about IBA's history, taking stock of its
achievements and looking with fresh eyes
to the future. | have met with staff, visited
many of our state and regional offices,
and seen first hand the professionalism
and commitment that have enabled IBA to
successfully deliver its unique programs.

While there have been many changes in
the administration history of Indigenous
affairs, year after year IBA has continued
to assist large numbers of Indigenous
Australians to achieve their aspirations
to own their own homes and businesses.
The results this year have been no
exception.

Another of my focus points has been
our consultation with clients and our
key private and public sector partners.
Our business is premised on having
strong relationships. Ensuring a clear
government-wide understanding of our
contribution to Indigenous economic
development is critical to sustaining and
enhancing the support we provide to
Indigenous Australians.

One thing that has impressed me is the
commitment of IBA's staff to its vision to
assist Indigenous Australians to become
economically independent and an integral
part of the economy—a commitment

that was borne out with strong results in

this year’s staff survey. My challenge for
the coming year is to ensure this strong
commitment continues to translate into

tangible results for our clients.

| feel privileged to have a role in steering
IBA's course as it sets out on its next

20 years. These are the decades in which
our nation aspires to close the identified
gaps in critical areas of Indigenous
disadvantage. From staff and stakeholders
alike, | get a real sense that IBA has a

key role to play here and that we need to
build a coherent framework for how we
approach it.

On the surface
2009-10 does not appear as good
a year for IBA. A bottom-line deficit
of $56.5 million is recorded, together
with a decline in value for corporate
and consolidated net assets. IBA's
results are, however, heavily impacted
by the non-cash effect of accounting
standards (which requires the value of
IBA loans to be discounted to reflect the
concessional element of interest rates
charged) and write-down of the holding
value of some investments. Results were
also impacted by the transfer of assets
(Outback Stores) to the Department of
Families, Housing, Community Services
and Indigenous Affairs on behalf of the
Australian Government. The results
before accounting for these one-off or
extraordinary items were a modest surplus.
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| have been
impressed by IBA's core activities and
the innovative work it undertakes through
its investments, homes and business
programs.

Home ownership has continued to remain
high on the national agenda over the past
year. Through the Home Ownership on
Indigenous Land Program, IBA is helping
to empower Indigenous Australians in
more disadvantaged areas, providing them
the option of home ownership through
access to concessional loan packages
and money management skills.

This year has also seen a further increase
in demand for home loans, particularly
from first home buyers. To help address
this growing waiting list, the Australian
Government authorised, as part of the
2010-11 Budget, a temporary transfer
of $56 million of unutilised capital from
the Home Ownership on Indigenous
Land Program to the Home Ownership
Program. This funds transfer will help
IBA shorten the waiting list by making an
additional 250 loans available to eligible
applicants in 2010-11. The money will
be returned to the Home Ownership on
Indigenous Land Program when demand
for that program picks up, as is expected
over the next few years.

This year, we have undertaken a detailed
analysis of how our business development
products could be improved. | look
forward to implementing improvements
and enhancements to our current
processes and procedures in 2010-11.

IBA continues to explore the potential to
use its involvement in the construction
sector to benefit Indigenous economic
development. IBA's direct participation
in this sector has allowed it to influence
the design and delivery of construction
programs, giving Indigenous Australians
genuine opportunities for training

and employment across a range of
construction activities.

IBA's inaugural Reconciliation Action
Plan is being refreshed, and | look
forward to involving staff and our
partners in implementing the new plan
over the coming year. One of IBA's key
reconciliation initiatives is hosting an
annual breakfast to celebrate NAIDOC
Week. | was involved in planning this
year's event and that has again given
me cause to reflect on the significance
of IBA's role in improving the future for
Indigenous Australians.

Following initial consultations with key
stakeholders and the Board on the merit
of new approaches to the way we do
business, we have begun a review of
IBA's 2008-13 Strategic Plan. The aim
is to provide a framework for the further
development and enhancement of our
programs for the benefit of all Indigenous
Australians.

Much work has been
done—and will continue—to improve
IBA's governance processes. This year
we committed to ensuring compliance
with the highest Occupational Health
and Safety (OH&S) standards. To this
end, IBA recently commissioned an
external review of our OH&S management
systems and compliance with the
Occupational Health and Safety Act
1991. It was pleasing to see that the
review acknowledged IBA's hard work
over the last two years to improve OH&S
standards within the organisation. In the
coming year we will be implementing
further changes consistent with the
recommendations made in the review
(see page 88).

| would also like to acknowledge the
importance of IBA's sound governance
practices in facilitating the achievement
of the organisation’s outcomes. IBA has
undertaken a significant reform of its
governance arrangements in the last two
years in line with Australian Government
expectations. This has included reviewing
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and developing policies, CEQ’s (General
Manager's) Instructions and associated
procedures, and implementing effective
processes for risk management, fraud
control, business continuity, internal audit,
compliance and security.

Future outlook: IBA is looking toward
a period of refocus and reinvigoration

to better serve our purpose and our
stakeholders. Key to this will be further
development of our relationships with
stakeholders to ensure we are aware of,
and meeting, reasonable expectations.
We will be reviewing our product mix and
the processes we use to provide and
support current and any future products.
While the key elements of housing loans,
business loans and business support will
be maintained, supporting processes will
be examined to ensure their efficiency
and effectiveness and to reduce as far as
reasonably practicable any undesirable
consequences of our activity (such as the
difficulties associated with a failed loan).
In looking for better ways to deliver its
programs and increase the opportunities
for Indigenous Australians to actively
participate in the economy, IBA will seek
out new and strengthened relationships
with the corporate sector, including
industry partners and the financial
services sector.

IBA will also be examining innovative ways
to contribute to economic development
outcomes particularly through the
development of regional strategies. As a
key part of the Australian Government's
approach to improving the economic status
of Indigenous Australians, IBA will continue
to work with all levels of government to
provide coordinated services in home
ownership and business development.

As IBA's Equity and Investment Program is
in an acquisition phase, we will be closely
examining a range of potential investments
with a view to selecting those which
provide adequate commercial returns,
maintain the diversity of our investment

mix and importantly provide outcomes for

Indigenous Australians and/or outcomes
for the Indigenous partners in those
investments. We will pursue opportunities
for the development of commercial
governance skills in our Indigenous
partners and the judicious selldown of
our interest in investments to Indigenous
partners.

As a longer term activity, IBA is looking to
how we can involve local Indigenous groups
in delivering IBA programs in their area.

Finally, the warm welcome from the Board,
staff, executive and stakeholders has
added to my sense of confidence that we
can further develop and improve IBA's
reputation. | look forward to continuing
achievement by the organisation in the
coming year.

b fommnnth

Bruce Gemmell
Chief Executive Officer
(IBA General Manager)
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Financial Snapshot

This section summarises IBAs financial performance in 2009—10. For detailed information see the
audited financial statements starting on page 95.

Economic background: The swift turnaround in the economy and the sharp increase in
interest rates in the aftermath of the global financial crisis have significantly impacted IBA's loan market
valuations and financial performance.

Financial results: IBAs financial statements are presented, consolidated with its subsidiaries and
separately for the corporate agency. Consolidated net assets declined from $987 million in 2008-09
to $932 million in 2009-10. The decline is a consequence of the deficit in the consolidated income
statement and transfer of a significant subsidiary investment to another government agency.

Figure 1 shows the growth in corporate and consolidated net assets over the past five years.
The consolidated operating results have declined from a surplus of $37 million in 2008-09 to a deficit

of $56.5 million for the current year.

Figure 1: Net asset growth, year to date, at 30 June 2010
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Analysis: IBAs financial performance and balance sheet must be considered in the context of its
enabling legislation, the Aboriginal and Torres Strait Islander Act 2005 (ATSI Act) and the impact of
accounting standards on the valuation of financial assets.

The ATSI Act provides that funds available under the New Housing Fund—including interest earnings—
are to be used exclusively for housing loans. Consequently, income earned on the New Housing Fund

is not available for operational expenses but is directed back into new loans. A separate set of financial
statements is provided for the New Housing Fund.

Accounting standards require IBA's financial assets to be valued at their fair market value. The housing
and business loans portfolio is issued at concessional interest rates, and a market valuation of the
portfolio requires discounting portfolio value to equate interest earned to market yield for comparable
risk. The annual incremental discount is taken as a non-cash charge to the income statement.

For the investment portfolio, fair market valuation results in cyclical movements in property and business
values impacting the income statement.

Annual Report 2009-2010 | Indigenous Business Australia | Section 02 Executive Summary 1 1



Income statement: Consolidated revenue declined from $198 million in 2008-09 to

$171 million in 2009-10. The decline is largely due to a shift in asset valuation impact, from revenue
of $19 million to expense of $65 million. This has also resulted in an increase in expenditure from
$159 million in 2008-09 to $227 million in 2009-10.

The net consolidated deficit of $56.5 million for the year 200910 has been caused by:

* a sizeable loan valuation discount of $54.7 million, driven by the sharp rise of over 1.5 per cent in
market interest rates. In the previous year 2008-09, interest rates fell substantially due to the global
financial crisis. Loan valuation had a positive income impact of $13 million due to a corresponding
increase in loan portfolio value

¢ aloss of $10.6 million on the transfer of IBA's subsidiary, Outback Stores, to the Department of
Families, Housing, Community Services and Indigenous Affairs (FaHCSIA) on behalf of the Australian
Government. The transfer of Outback Stores also impacts the previous and current year comparison
of IBA's revenue from sale of goods and services, and employee and supplier expenses

¢ aloss of $21.7 million on the disposal and revaluation of investments.

Funding: The income base of the IBA consolidated entity is a mix of departmental receipts from
the Australian Government and self-generated revenue. In 200910, IBA received $38.8 million in
departmental receipts and $132 million in self-generated revenue. The self-generated revenue is
largely from interest earnings on the loan portfolio, rental receipts, and sale of goods and services
within IBA's subsidiary investments. IBA also received a $33.2 million equity infusion from the
Australian Government to fund its lending operations (see Figure 2 and 3 on the next page for detailed
consolidated income and expenditure).

Balance sheet: IBAs total assets—valued at $967 million in 2009—10—have declined from the
previous year's base of $1.047 billion due to:

* the transfer of Outback Stores to FaHCSIA
* significant reductions in market values of loan portfolio triggered by the increase in interest rates
* loss on disposal and decline in valuation of investments.

Figure 4 analyses the major components of IBA's consolidated total assets as at 30 June 2010.
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Figure 2: Consolidated income, 2009-10

Other
$8.5m (5.0%)

Appropriation

$388m (22.6%)
Interest

$43.9m (25.7%)

Gains
$2.0m (1.2%)

Rent

$11.8m (6.9%)
Goods and services

$65.9m (38.6%)

Figure 3: Consolidated expenses, 2009-10

Loss on investments
$21.7m (10%)

Others
Loan decrement $16.2m (7%)

$54.7m (24%)

Depreciation
$5.1m (2%)

Grants
$9.2m (4%) Employee benefits

$49.2m (22%)

Suppliers
$71.3m (31%)

Figure 4: Consolidated total assets, as at 30 June 2010

Home loans

Business loans $405.4m (43%)

$32.2m (3%)

Others
$50.4m (5%)

Cash
$120.2m (12%)

Investments (associates)
$274m (3%)

Investment properties

$150.6m (16%) Term deposits

$178.0m (18%)
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Outlook

IBA expects a sharp rise in new loan approvals in 2010-11, with the transfer of $56 million from its
Home Ownership on Indigenous Land Program capital reserves to the Home Ownership Program.

The additional capital will be used for on-lending to eligible customers. The discount resulting from the
market valuation process for loans will continue to affect the higher loan portfolio growth, resulting in an
estimated operating deficit of $21.6 million for 2010-11.

IBA's net asset base is expected to remain at current levels, with additional capital infusion offset by
the operating deficit for the year. Total consolidated revenue is budgeted at $134 million, including
departmental receipts from the Australian Government of $38.8 million.

Section 02 Executive Summary | Indigenous Business Australia | Annual Report 2009-2010
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Left to right: Valma and Luke Apuatimi and friend Macella Fernando check out
one of the newly constructed houses in Nguiu, Northern Territory.
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Performance Summary

IBA is not directly appropriated as it is a CAC Act body. Appropriations are made to the portfolio
department (an FMA Agency) Families, Housing, Community Services and Indigenous Affairs, which
are then paid to IBA and are considered ‘departmental’ for all purposes. In this way, the Australian
Government funds IBA to achieve an agreed outcome to stimulate the economic advancement
of Aboriginal and Torres Strait Islander peoples through a series of outputs and associated
performance indicators, as specified in its annual Portfolio Budget Statement (PBS).

Table 1: Summary of IBA's performance against its PBS 2009-10 key performance indicators

PROGRAM OBJECTIVES

PBS TARGETS 2009-10 RESULTS

Equity and Investments Program

The objective of Output Group 1.1 is to help Indigenous Australians achieve economic
self-determination through direct investment and participation in commercial and joint
venture business enterprises. See pages18-38 for more detail.

Total price: $31.18 million Appropriation: $Nil

7% return on investment Actual 8%
3 new investments with Indigenous co-investors Actual 2
1% increase in profit distribution to Actual 0%
Indigenous partners

1% increase in Indigenous jobs created or Actual 0%

supported by investment portfolio

Home Ownership Programs

Output Group 1.2 provides an affordable entry into home ownership for Indigenous
Australians, particularly those on lower incomes. The Home Ownership Program is
focused on first home buyers who have difficulty obtaining home loan finance from
mainstream commercial lenders. The program objective is to increase Indigenous home
ownership to a level more like that in the non-Indigenous community. See pages 39-50
for more detail.

Output Group 1.4 provides incentives and affordable loans aimed at making home
ownership a realistic choice for Indigenous Australians living on community-titled land.
See pages 51-53 for more detail.

Total price: $35.52 million

75% of loans are to applicants who have an
adjusted combined gross monthly income of not
more than 125% of the IBA Income Amount?

Appropriation: $8.02 million
Actual 88%

75% of loans are to first home buyers Actual 92%

Total price: $10.14 million Appropriation: $7.16 million

8 new communities actively participating in the Actual 7
Home Ownership on Indigenous Land Program

40 new loans Actual 7
50 aggregate loans in the portfolio Actual 15

Business Development and Assistance Program

Output Group 1.3 works with Indigenous Australians to help them succeed in business.
The objective is to ensure the long-term viability of Indigenous enterprises rather than
simply setting up businesses. IBA achieves this by providing clients with affordable
business loans and other support, to help them successfully enter into and remain in
business. Support is also provided to existing businesses to grow or improve aspects of
their management or performance, thus improving their prospects for long-term success.
See pages 54-64 for more detail.

Total price: $29.41 million

60% survival rate for new businesses funded past
the first year

Appropriation: $23.66 million
Actual 90%?

20% of clients who have been assisted through Actual 25%*
business support or Economic Development

Initiatives have started and remain in business

! The Equity and Investments Program does not receive government funding, and covers its operating expenses
through prudent management of the investment portfolio.
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2 The IBA Income Amount is $1,264 per week.

S Expressed as the cumulative percentage of businesses that operated a minimum 12 months from IBA loan
funding date since 1 July 2005.

4 Sixty-three clients entered into business out of 255 applicants of pre-business support from IBA.
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Equity and Investments —
Output Group 1.1

The objective of the Equity and Investments Program is to bring together Indigenous Australians and
other skilled partners into sustainable commercial ventures which provide opportunities for asset
ownership, capability transfer, wealth accumulation and employment opportunities for Indigenous
Australians. These include cash for further investments, the improvement of employment opportunities
and the use of assets to develop broader business opportunities. A number of IBA's investment
portfolios have implemented a range of employment and training initiatives to support and develop the
capacity of Indigenous joint venture partners.

Performance

The 2009-10 financial year presented many operational and financial challenges. The global financial
crisis impacted on IBA's capacity to take advantage of sound financial opportunities, due to fluctuating
trading conditions and conservative policies among non-Indigenous partners. IBA's investment partners
had difficulty securing credit and the number of robust market opportunities previously available
softened as companies and banks consolidated their market position.

Table 2: Output Group 1.1 performance summary, measured against the IBA Portfolio Budget
Statement

2009-10 KEY PERFORMANCE = RESULTS

INDICATOR TARGETS
7% retum oninvestment . Al 8
3 new investments with Indigenous Actual 2

co-investors In September 2009 the IBA Board approved the acquisition of the

Sebel Deep Blue Warrnambool; however, due to external factors
outside of IBA's control, the transaction did not complete and IBA
withdrew from the process in April 2010. IBA continues to work
with the Indigenous partner in sourcing a suitable investment.

1% increase in profit distribution to Actual 0%

Indigenous partners IBA, in joint venture with its Indigenous partners, continued to
distribute solid financial returns despite a depressed operating
environment during the 2009-10 financial year. Yield contraction in
commercial property rates and a softening in hotel room rates were
key contributing factors resulting in flat dividend declarations and
distribution payments. Despite the economic downturn, consolidated
portfolio returns were consistent with those achieved during the
previous year.

1% increase in Indigenous jobs created  Actual 0%
or supported by investment portfolio Employment was another casualty of the year's economic downturn

and the Equity and Investments Program was only able to support
221 Indigenous jobs, 41 less jobs than in the 2008—-09 year.

Despite the distressed market conditions, IBA continued to negotiate a number of significant
transactions with strong partners. These projects included the Vibe and Medina Grand hotels, Darwin
City Waterfront; and the Chifley Alice Springs Resort. From an operating result perspective, IBA still
managed to exceed its target return on investment for the portfolio, achieving an 8 per cent return
compared to a target of 7 per cent.

Valuations were impacted in the retail and hotel sectors, with capitalisation rates increasing and limited
movement in net rental returns. This had a negative impact on some prior year's valuations (see
Financial Statements on page 75 for details).
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In December 2009, IBA and the Larrakia Development Corporation (LDC) joined with the Toga
Group, forming a joint venture partnership in the Vibe and Medina Grand hotels in the new Darwin
City Waterfront Precinct. This joint venture has generated ongoing revenue, training and employment
opportunities for the local Indigenous community. In keeping with IBA's investment strategy, LDC

will gradually use surplus income from the hotels and other sources to acquire an increasingly larger
share of IBA's stake in the hotels.

‘I believe that this investment will give us significant credibility in our efforts to secure a range of future
business opportunities for Larrakia and other Aboriginal people.” — Greg Constantine, Chief Executive
Officer, LDC

This joint venture encapsulates IBA's vision of a nation in which Indigenous Australians are economically
independent and an integral part of the economy.

Investment strategy

The Equity and Investments Program does not receive funding from the Australian Government; it
covers all operating expenses through prudent management of its investment portfolio. Investments are
selected on their capacity to deliver commercial returns and sustainable benefits to Indigenous groups,
organisations and corporations.

IBAs preferred joint venture business model is one that brings together IBA, Indigenous partners
and private sector capability partners. Experience has shown that private sector partners are a critical
component of any successful commercial venture, providing equity and capability management services.

This model is also most valuable for transferring skills from industry experts to Indigenous partners, because

our joint venture projects are structured to facilitate the eventual divestment of IBA's interests to the Indigenous
partner. This is usually achieved when the partner uses profits from the venture to purchase the equity. Over
time, Indigenous partners benefit from being able to acquire an interest in large, active capital assets with
prudent levels of equity and risk exposure. This underpins the financial future of Indigenous corporations and
communities and bridges the divide between Indigenous and non-Indigenous Australians. For example, IBA
sold down a significant percentage (18 per cent) of its equity in the Gagudju Lodge Cooinda to its Indigenous
partner in the investment, the Gagudju Association. In addition, IBA has sold down 50 per cent equity in the
Commonwealth Building, South Hedland, to an Indigenous association located in the Pilbara Region.

IBA and its Indigenous partners also invest in strategic assets such as commercial properties, to provide
low to medium risk returns on capital. This strategy provides for good annual capital growth and dividend
flow, which Indigenous partners can then use to finance and support commercial and social activities
within their communities.

Capability transfer and ongoing support: Indigenous participation in the economy at all
levels has the potential to ease some of the social issues that arise in disadvantaged regions. A number of
commercially focused Indigenous corporations are developing knowledge and skills in the medium to large
business sector, and are able to support the growth and development of smaller Indigenous businesses.
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Through its investment activities, IBA provides opportunities for its Indigenous partners to take up board

positions, employment and small business opportunities. This increases the Indigenous partners’ ability to
manage and operate commercial enterprises and exercise due governance. IBA supports its Indigenous
partners to gain access to advice and skills development by facilitating relationships between Indigenous
and non-Indigenous partners.

When entering into an investment, IBA works with the Indigenous partner to document the objectives
of the investment. These aims may include using profits to retire debt, distributing profits to other
programs managed by the Indigenous organisation, or financing other investment outcomes. IBA also
measures and reports on employment outcomes associated with the investment and social outcomes
that flow to the community.

Where required, IBA provides ongoing support for its Indigenous partners during the life of each
investment and after its divestment. Through mentoring and skills transfer, IBA ensures that its
Indigenous partners can ultimately manage the investment without assistance.

Indigenous employment, training and support: During 2009-10, the Equity and
Investments Program created or supported 870 jobs, of which 221 or 25.4 per cent were held by Indigenous
Australians. The majority of employment opportunities were in the mine services and tourism sectors.
Increased employment opportunities for Indigenous Australians, while a key objective of the Equity

and Investments Program, were limited during the global financial crisis and 41 less jobs were able to be
supported in the 2009-10 year. As the economy gradually improves and with further strategic planning
and development of an endorsed investment strategy, the program is expected to return greater results
during the 2010—11 year.

IBA continues to develop a Social Return on Investment (SROI) model, to measure the social impact
of the investments it supports. Developing this model has so far involved the collection of 12 months
of consolidated data and requires a further 12 months of accurate data to complete the platform for

a precise measure of SROI.

Capital base: IBAs investment portfolio operates within the initial capital base contributed by
the Australian Government and from the portfolio’s subsequent growth. IBAs approach is relatively
conservative (compared to that of mainstream investment funds), particularly considering the size

of its investment portfolio and the extent of the need within Indigenous Australian corporations.

IBA's approach is to minimise risks with a view to preserving its capital base.

To achieve a positive net return, IBA identifies and manages risk within the portfolio by:
* maintaining an appropriately diversified portfolio by geography, industry and asset cluster
* matching the risk profile of investments to the current and future economic environment

» developing a portfolio that balances risk and return, to achieve a comparable commercial rate
of return relative to the cost of capital

* reducing losses on investments through constant monitoring and early intervention

* releasing capital for reinvestment by active portfolio management, through divestments
or partial equity sell-downs.

Monitoring portfolio performance: IBA actively manages its investment portfolio

by considering throughout the life cycle of each individual investment:

* the investment's current performance, outlook, management, future investment requirements and any
other specific factors that need to be considered, to determine whether to hold the investment, invest
in it further, or seek to divest it

* potential options for IBA to exit the investment and any relevant indicative timeframes

= any proposed changes to distributions and continued alignment with original investment objectives

* impacts on the portfolio’s risk profile arising from any proposed investment or divestment, including
factors that will trigger certain targets.

Figure 5: Portfolio management investment life cycle
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An Indigenous employee at the Inverell Manufacturing Facility (see page 29).

Investment activities

The number of enquiries decreased slightly in 2009—10, with 123 enquiries received compared

to 166 in 2008-09. This can be attributed to the global financial crisis and a focus on completing
active investments. While the number of enquiries was lower than the previous year, the Equity and
Investments Program still assisted a number of Indigenous groups with preliminary due diligence on a
range of complicated potential investments. Most of the 123 investment enquiries that IBA received
were for investments in the property and property development sector, as shown in Figure 6.

Figure 6: Investment enquiries by industry sector (total 123), 2009-10
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Figure 7: Investment enquiries by geographical location (total 123), 2009-10
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Unfortunately, not all enquiries meet IBA's commercial viability requirements or provide an opportunity
for Indigenous participation in the form of ownership and employment. Occasionally enquiries received
do not sit well with IBA's investment strategy and in some cases, even when a viable investment
opportunity is identified, a mutually acceptable agreement may not be able to be reached.

In 2009-10, the IBA Board considered 11 proposals and approved 10 (see Table 3 below). The Board
considered 39 per cent fewer proposals in 200910 than in 2008-09, when it considered 18 proposals.

Table 3: Proposals considered by the IBA Board, 2009-10

STATUS NO. INVESTMENT TYPE PROPOSAL TYPE
Approved and settled 7 Chifley Alice Springs Resort, NT Acquisition
Vibe and Medina Grand hotels, Acquisiton
Darwin City Waterfront, NT
Wrotham Park Lodge, QLD Acquisiton
Coomanoo Evans Community Centre, Divestment
Leonora, WA
Australian Diatomaceous Earth Joint  Divestment
Venture, QLD
Blighty Dairy Farm, Moama, NSW ~ Divestment
Kings Canyon Resort, Uluru, NT | Divestment
Approved butnotyetsetled 2 Huntlee Estate,NSW | Divestment
Sebel Deep Blue Warmambool, VIC  Acquisiton
Approved but wil not proceed I Clean technologies and carbon-  Acquisiton

related initiatives

Acquisitions: In 2009-10, IBA acquired three new investments: the Vibe and Medina Grand
hotels, Darwin City Waterfront; Chifley Alice Springs Resort; and Wrotham Park Lodge, Queensland.

IBA is excited about these new joint ventures and is looking forward to the social and economic benefits
that will flow through to local communities. These investments are in locations with significant Indigenous
populations, and have the potential to drive both local employment and commercial skills development.
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Divestments: In 2009-10, proceeds from IBAs divestment of four investments—Coomanoo
Evans Community Centre, Australian Diatomaceous Earth Joint Venture, Blighty Dairy Farm and Kings
Canyon Resort—were transferred to its Equity and Investments cash management account.

IBA's strategy is to divest equity in an investment to its Indigenous partner through a buyout
arrangement. Sometimes, however, the decision to divest is triggered when:

* economic and market conditions indicate that the realisable price of the asset is greater than the
future cash flow it is expected to produce

 |BA’s Indigenous partner is no longer able to participate in the asset and a suitable alternative partner
cannot be identified

¢ the asset is a non-performing investment and divestment is the most appropriate action to address
continuing impacts on the portfolio

* |BA’s industry partner is selling its equity in the asset, and the prospect of forming an alternative
relationship suitable to the needs of both the Indigenous partner and IBA is unlikely.

IBA uses the proceeds from the sale of its investments to reinvest in other opportunities, to support
potential new Indigenous partners in acquiring assets, and to assist with the development of
employment and training opportunities.

Equity changes: IBA's ultimate goal in a number of its assets is to sell down its equity to its
Indigenous partners so that in time the asset is totally owned or controlled by the Indigenous partners.
In 2009-10, IBA sold down significant percentages of its equity in two of its properties and buildings:
Commonwealth Building, South Hedland, in the expectation that the partner will have 100 per cent
ownership of the asset in approximately two years; and the Gagudju Lodge Cooinda, facilitating the
increase of Indigenous ownership of tourism and accommodation facilities in the Kakadu National Park.

Indigenous Economic Development Trust

The Indigenous Economic Development Trust (IED Trust) was established in September 2007 by an
agreement between the Australian Government and IBA. It assists the Department of Families, Housing,
Community Services and Indigenous Affairs with its national Community Development Employment
Projects (CDEP) policy reforms.

Under the agreement, assets previously funded through grants from the Australian Government (and
over which the Government holds a contractual or equitable interest) and assets owned by other state
or territory agencies can be transferred to the I[ED Trust.

The IED Trust also provides a leasing alternative for Indigenous individuals, partnerships, organisations
and existing CDEP providers. The IED Trust lease product offers competitive terms on a range of assets
to help establish, consolidate or expand commercially viable businesses.

Asset Leasing Trust

The Asset Leasing Trust was established in February 2010 to work with and support the leasing
objectives of the IED Trust.

Like the IED Trust, the Asset Leasing Trust also provides leasing alternatives for Indigenous individuals,
partnerships, organisations and existing CDEP providers. The leases offer competitive terms on a range
of assets to help establish, consolidate or expand commercially viable businesses.

Lease and purchase agreements are available in relation to a range of assets tailored to client
requirements, including vehicles, plant, equipment, machinery and property. Lease terms can be created
for periods from one month to multiple years.
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Investment portfolio profile

IBA will consider investment opportunities in all
industry sectors, except those representing a level
of risk that is considered too high or those that
would lead to undesirable social outcomes. IBA
prefers to invest in sectors where there is a clearly
identifiable and acceptable level of risk, internal or
partner expertise, and no prior market failure.

IBA adopts conservative assumptions in its
financial assessment and focuses on risk

minimisation from inception through to divestment.

This ensures potential risks associated with the
investment can be mitigated and accommodated
within the broader portfolio. Investment is only
made following rigorous financial, legal and
technical due diligence. If IBA does not have
experience or internal capability in a sector or an
investment area, it engages industry experts to
assist with due diligence.

IBA considers investment opportunities anywhere
in Australia. In some cases the presence

of an IBA investment is the only opportunity

for Indigenous economic development in

that location. IBAs investment portfolio as

at 30 June 2010 had a total book value of

$167 million. IBA classifies its investments into
asset clusters. In 2009-10, IBA held investments
in commercial property, manufacturing, mining
and mine services, primary industries, retail, and
tourism and hotel accommodation. IBA looks to
diversify its portfolio not only by asset cluster, risk
and reward, but also geographically, on a state
and territory basis, and on a metropolitan, regional
and rural basis.
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Figure 8: Principal investment sites by
asset cluster, at 30 June 2010
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Figure 9: IBA investment portfolio by asset cluster, value and percentage of total, at 30 June 2010

Total investment

value $1 67m Commercial property
$85m (51%)
Mining and mine services
Retail $1.5m (1%)
$6m (4%)

Manufacturing
2.5m (1%
Primary industries $285m (19%)

$7m (4%)

Tourism and hotel accommodation
$65m (39%)

Figure 10: IBA investment portfolio by location, value and percentage of total, at 30 June 2010

Australian Capital Territory Western Australia
$36m (21%) $18m (11%)

Total investment
value $167m

South Australia
$13m (8%)

Northern Territory
$41m (24%)

Queensland
$33m (20%) New South Wales

$21m (12%)

Victoria
$6m (4%)

IBA will continue to actively explore opportunities to invest in locations where it does not have a strong
investment presence and where the investment has the potential to meet the development needs

of a local Indigenous group or community. Figure 11 on the next page shows the proportion of IBA
investments in metropolitan, regional and remote regions.
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Figure 11: IBA investment portfolio by geographical region, at 30 June 2010
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IBA also has an opportunity to position itself in emerging sectors such as land management, renewable
energy and the carbon market. Investment proposals come either from the private sector, or from local
Indigenous groups that may have been approached by a prospective developer.

Commercial property: Commercial property is a key component of IBA's portfolio. It maintains
a balance between the risk and return created by the other asset clusters. The co-ownership of many
of IBAs commercial properties provides IBAs Indigenous partners with access to income and capital
growth which can underpin the future financial structure of their corporation and their communities.

1. Commonwealth Centre 2. CPS Building

44 Waymouth Street, Adelaide, SA

3 Brand Street, South Hedland, WA

IBA purchased the Commonwealth Centre in
South Hedland in 2000 as part of a strategy
to invest in remote areas of Australia. The

The CPS Building is a modern office building
in Adelaide’s core office precinct. It was built in
1988 and IBA acquired the property in June

building accommodates the regional Indigenous 2003. The building is subject to a long-term
Coordination Centre, the local Centrelink office leaseback to CPS Credit Union and provides
and various local Indigenous organisations. In areliable income to IBA. IBA is currently in

2009-10, IBA sold down a significant share of negotiations with several local Indigenous groups
the building to a local Indigenous group. to co-invest in the building.
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3. Goldfields Building

50 Colin Street, West Perth, WA

IBA, with the Perth Noongar Foundation and
the Noongar Country Economic Foundation,
purchased the Goldfields Building in November
2002. The building is a landmark of West Perth
and has recently undergone an upgrade to

the forecourt. The new forecourt design, which
focuses on its Indigenous background, was
provided by one of IBAs joint venture partners.

4. Government Centre
First Street, Katherine, NT

Centrally located within the township of Katherine,
approximately 300 kilometres south of Darwin,
the Government Centre is a commercial
property with ground-floor and upper-level office
accommodation. IBA purchased the building in
June 2000 as part of its strategy to increase
the geographical coverage of its investments.
This building is currently undergoing a major
refurbishment both internally and externally,

and negotiations are underway with two local
Indigenous groups for a partial selldown of the
building.

5. Homestead Centre

Corner of Throssell and Tonkin Streets, South
Hedland, WA

IBA purchased the Homestead Centre, a retail
and office complex in South Hedland, in March
1993, in association with the Port Hedland
Regional Aboriginal Corporation. The centre,
which is operated as a body corporate, caters for
13 tenancies, which are a mixture of retail, office
and restaurants. The building occupies a prime
position in South Hedland, opposite the local
shopping mall.

6. IBA Building

39-43 Boulder Road, Kalgoorlie, WA
[—

The IBA Building in Kalgoorlie was only partially
complete when IBA acquired it in 2003 from the
administrator of the Goldfields Medical Fund. In
early 2004, the building was completed to meet
the requirements of the standards for Australian
Government tenants. The local Indigenous
Coordination Centre operates from the building.
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7. Port Botany Transfer
Station

Lot 21 Military Road, Matraville, NSW

The acquisition of the Port Botany Transfer Station
enabled IBA to have a presence in New South
Wales. The property is leased out and used as

a transfer station for non-putrescible
(non-decomposing) waste. IBA is currently
negotiating a partial selldown of the building to an
Indigenous group.

8. Scarborough House
Atlantic Street, Woden, ACT

Scarborough House is a prime example of what
IBA considers a sound joint venture in a good
commercial property investment. The building

is 33 per cent Indigenous owned with four
Indigenous investor groups from various parts
of the country. A vibrant commercial building in
the busy town centre of Woden in the Australian
Capital Territory, Scarborough House is renowned
for its architectural design and its 4.5-star
National Australian Built Environment Rating
System energy rating.

Manufacturing: IBA entered the
manufacturing sector as part of a strategy to
diversify its portfolio asset base. Manufacturing
can provide real career paths for Indigenous
Australians to enter into apprenticeships and
managerial opportunities.

9. Inverell Manufacturing
Facility

Swanbrook Road, Inverell, NSW

This factory has been successfully manufacturing
stockfeed and pet foods for almost 20 years.
IBA's purchase of the plant was its first in the
manufacturing sector, helping to diversify its
portfolio asset base by securing an important
regionally based asset. An agreement to produce
aquafeed for commercial fish farming has been
entered into, with production commencing in
October 2010. In the coming years, production
levels are anticipated to increase, resulting in
additional employment opportunities.
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Mining and mine services: The general
remoteness of Australia’s mining sector provides
IBA with a unique opportunity to help some of
the nation’s most disadvantaged Indigenous
Australians. But there are significant challenges.
The mining industry can be volatile and the
establishment of a mining-related business is
very capital intensive. To minimise these risks and
difficulties, IBA has engaged with a private sector
capability partner who specialises in the industry,
to help establish and manage the new business.

10. Carpentaria Shipping
Services Pty Ltd

MRM Loading Facility, Port of Bing Bong, NT

i

|
gt

Carpentaria Shipping Services Pty Ltd (CSS) is

a joint venture between IBA, P&0O Maritime Pty
Ltd and Mawa Riinbi Pty Ltd, the latter of which
represents the four language groups of the
Borroloola region in the Northern Territory. The
business ships zinc and lead concentrate from the
Bing Bong loading facility of the McArthur River
Mine to foreign vessels anchored 30 kilometres
offshore in the Gulf of Carpentaria. Since the joint
venture commenced operation, Mawa Riinbi Pty
Ltd has used profit distributions to purchase the
local Borroloola convenience store and to acquire
further equity from IBA. The CSS Indigenous
Director role has also enabled Mawa Riinbi Pty
Ltd to further develop its corporate governance
skills and expertise.

11. Ngarda Civil & Mining
Pty Ltd

Perth Head Office, 185 Great Eastern Highway,
Belmont, WA

Port Hedland Office, 4 Kangan Way,
Wedgefield, WA

www.ngarda.com.au

S

“Ngarda Civil & Mining Pty Ltd's vision is to
provide wealth creation for both Indigenous
Australians and the company’s stakeholders by
being the most successful Indigenous owned and
operated commercial, civil and mining business

in the Pilbara Region and beyond. IBA provides
valuable support to the business in achieving this
goal and, as General Manager of the company,

I look forward to continuing the excellent working
relationship with IBA" — Darren Lundberg, General
Manager, Ngarda Civil & Mining Pty Ltd

Ngarda Civil & Mining Pty Ltd (Ngarda) is a
service-based company providing contract civil
and mining services to the construction and
mining sectors. Although its headquarters are
located in Belmont, Perth, most of its business

is conducted in the Western Australian Pilbara
region, which is dominated by the iron ore, gas
and oil industries. Ngarda is owned by the Ngarda
Ngarli Yarndu Foundation, IBA and Leighton
Contractors Pty Ltd, and attempts to achieve a
minimum 50 per cent Indigenous employment
ratio while pursuing commercial rates of return

on investment. Although this goal is regularly
achieved, the remoteness of the Pilbara region
provides many unique challenges such as limited
educational opportunities and English being

a second language. Ngarda has attempted

to overcome these difficulties by forming a

joint venture with BHP Billiton to establish the
Purarrka Indigenous Mining Academy at the Yarrie
iron ore mine; however, this often results in many
of the trained Indigenous employees then leaving
to further develop their new careers with major
mining companies such as BHP Billiton, Rio Tinto
and Woodside.
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Primary industries: Primary industry
investments are characterised by their own
unique risks and challenges, including pests and
diseases, the effects of climate change, varying
input and output prices, and fluctuating exchange
rates. Despite these difficulties, IBA's involvement
in this sector provides it with opportunities to help
Indigenous Australians living in remote locations
where there are often limited education and
employment opportunities.

12. Cummeragunga Farm
Barmah, NSW

IBA acquired Cummeragunga Farm in 2005.

The New South Wales property is a 398-hectare,
mixed freehold farm adjacent to the Murray

River, close to the Barmah Township, which is
across the border in Victoria. The farm consists

of good quality land, part of which is suitable for
irrigation via a 667 megalitre water allocation.
Ulunja Aboriginal Corporation, a local Indigenous
business, leases four hectares of the property to
support its timber harvesting business located in
the neighbouring NSW Moira State Forest. IBA
has also engaged the industry-renowned Yanco
Agricultural Institute to develop and deliver training
in commercial farming operations for the Ulunja
Aboriginal Corporation, in an attempt establish the
farm as a commercially viable business.

13. Indigenous Fishing
Trust: abalone licence

Port Fairy, VIC

The aim of the Indigenous Fishing Trust is to own
fishing licences and be entitled to quota allowances
for the benefit of Indigenous Australians wishing

to operate in the commercial fishing industries.

In December 2004, the Trust acquired an abalone
licence which allows annual harvesting in the
Western Victorian Fishing Zone, which encompasses
the area from the South Australian border to Apollo
Bay, Victoria. A local Indigenous man has been
engaged to manage the abalone licence and quota
on behalf of the Trust since 1 April 2010 (the start of
the 2010-11 commercial fishing season).

14. Indigenous Fishing

Trust: mud crab licence
Darwin, NT

In 2005, the Indigenous Fishing Trust purchased a
mud crab licence, which allows for the commercial
harvesting of mud crabs in the Northern Territory.
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Retail: The focus of the retail portfolio is

to generate a commercial rate of return while
encouraging Indigenous Australians to consider
career opportunities in the retail sector. IBA works
closely with its Indigenous partners to actively
support and manage the managers appointed

to operate these businesses. IBA is seeking
further opportunities in regional and rural centres
where commercial rates of return can support
Indigenous ownership.

15. Leonora Supermarket
and Hardware

75 Tower Street, Leonora, WA

IBA acquired the supermarket in Leonora in
September 2007. The township of Leonora,
situated 230 kilometres north of Kalgoorlie,
supports a population of 1,500 people. The
Leonora Shire has a population of 4,190 and
is the service centre for the well-established
mining, exploration and pastoral industries. The
supermarket also operates a newsagency and
sells a small range of hardware items.

16. Tennant Food Barn

48 Paterson Street, Tennant Creek, NT

IBA and its partner, the Julalikari Council
Aboriginal Corporation, acquired the Tennant
Food Barn in November 2008. The business

has improved its bottom-line performance and
continues to review the range of products and
improve the quality of fruit and vegetables offered
for sale through the store.
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Tourism and hotel accommodation:
The tourism and hotels asset cluster performed
well in 2009—-10, with moderate increases in
visitor numbers compared to the 2008—-09 period.
Largely driven by discretionary spending, the
sector is extremely sensitive to external factors, in
particular the economic landscape of its source
markets. All boards and management teams of
the various assets are working towards improving
financial performance for the forthcoming year.

17. Chifley Alice Springs
Resort

Stott Terrace, Alice Springs, NT
www.chifleyhotels.com.au

Formerly part of the Voyages Group, the Chifley
Alice Springs Resort was acquired by IBA in
November 2009 in partnership with Centrecorp
Aboriginal Development Corporation and the
Sitzler family. Only a short stroll from the centre
of Alice Springs, the resort's location and facilities
make it a popular choice for business and leisure
travellers alike.

18. Cape Don Experience

Cobourg Peninsula, Arnhem Land, NT
www.capedon.com.au

In March 2007, IBA and the Djuldjurd Aboriginal
Corporation (Algada) purchased the business
known as Cape Don Experience. The business
provides a sports fishing and ecotourism
experience in pristine waters off the Northern
Territory coastline.

19. Fitzroy River Lodge

Great Northern Highway, Fitzroy Crossing, WA
www.fitzroyriverlodge.com.au

The Fitzroy River Lodge was established in 1989,
and IBA became involved in the business in July
2001. At the same time, Leedal Pty Ltd, which
represents local Indigenous groups, acquired a
majority equity holding in the investment, with the
remaining equity being held by industry partners.
The lodge, which is built in the style of a pastoral
homestead, includes 20 hectares fronting onto
the Fitzroy River, and is often referred to as an
oasis in the region. The lodge enables Leedal
Pty Ltd to subsidise the groceries sold at its
supermarket, sponsor a children’s education
program, supply computers for the local school,
support local sporting carnivals and provide travel
opportunities for Fitzroy's Indigenous residents.

20. Gagudju Crocodile
Holiday Inn

Flinders Street, Jabiru, NT
www.gagudju-dreaming.com

The Gagudju Crocodile Holiday Inn at Jabiru, a
2.5-hour drive from Darwin, is the only 4-star
accommodation within the World Heritage-

listed Kakadu National Park. The hotel's unique
architecture—designed in the shape of a
crocodile—attracts significant worldwide interest.
IBA, in joint venture with the Gagudju Association
(which represents the 10 local clan groups), owns
the hotel and outsources the management to
InterContinental Hotels Group.
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21. Gagudju Lodge
Cooinda

Cooinda, Jim Jim, NT
www.gagudjulodgecooinda.com.au

Gagudju Lodge Cooinda, located at the southern
end of Kakadu National Park, also operates the
highly successful Yellow Water Cruises, as well as
the Warradjan Cultural Centre. IBA has completed
a further equity selldown to its Indigenous partner,
the Gagudju Association, in this investment (see
page 38).

22. Holiday Inn Townsuville

334 Flinders Street, Townsville, QLD
www.holidayinn.com

In June 2008, IBA acquired the Holiday Inn
Townsville. IBA structured the investment to
enable Indigenous participation at an ownership
level and to leverage supplier, employment and
training opportunities. The hotel, which is managed
by InterContinental Hotels Group under a
management agreement, is branded as a Holiday
Inn, and was refurbished in late 2009. The 200 or
more Indigenous artworks displayed throughout
the hotel are the result of a commission between
IBA, Arts Queensland and local Indigenous artists.
IBA is currently in discussions with a number of
local groups to find an Indigenous co-owner.

23. Mungo Lodge

Mungo National Park, NSW
www.mungolodge.com.au

Mungo Lodge was purchased in October 2003.

It is situated adjacent to Mungo National Park,
within the Willandra Lakes World Heritage Region
of New South Wales. The region was granted
World Heritage listing in 1981 in recognition of
its Indigenous heritage, archaeological values

and natural landscape. The significant 2007-08
multimillion-dollar refurbishment at Mungo Lodge
has opened new markets and provides visitors
with a luxurious outback experience.

24. Tjapukai Aboriginal
Cultural Park

Western Arterial Road, Caravonica, QLD
www.tjapukai.com.au

Tjapukai Dance Theatre was the first Indigenous
tourist attraction in Australia. Born of a need to
portray Indigenous culture with dignity and pride,
the operation opened in a Kuranda basement in
1987. Tjapukai Aboriginal Cultural Park (Tjapukai)
allows visitors to experience facets of Djabugay
culture, as well as gain a greater understanding

of the Djabugay way of life and traditional
practices. Tjapukai is one of the country’s largest
private employers of Indigenous Australians, with
approximately 60 Indigenous employees. In 2000,
Tjapukai was inducted into the Queensland Tourism
Awards Hall of Fame and in 2004 was named
Australia’s best tourist attraction by the Australian
Tourism Export Council. Following the downturn

in tourism due to the global financial crisis, IBA
decided to acquire all partners’ equity in Tjapukai,
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to enable IBA to support the operation during
this difficult time and inject capital to reinvigorate
its product offering. Once tourism into the region
has recovered to sustainable levels, the traditional
owners will be invited to reinvest in Tjapukai.

25. Vibe and Medina
Grand

7 Kitchener Drive, Darwin City Waterfront, NT
www.medina.com.au or www.vibehotels.com.au

The Larrakia Development Corporation (LDC)
recently partnered with IBA to acquire a

50 per cent share in the Vibe and Medina Grand
Darwin Waterfront Hotels, from the Toga Group.
This joint venture is expected to generate ongoing
revenue, training and employment opportunities
for the local Indigenous community.

The two hotels are located within the grounds

of the Darwin Waterfront Precinct, a $1 billion
project that is transforming 25 hectares of
industrial wasteland into the business, tourism
and recreational hub of Darwin. The Medina
Apartment Hotel (comprising 121 serviced
apartments) and the Vibe Hotel (comprising 120
guest rooms) are perfectly positioned to capitalise
on an expected influx of locals and tourists visiting
the Waterfront. The Larrakia are the traditional
owners of the land on which Darwin is built.
Known as the ‘Saltwater People’ they have a very
strong and proud connection to Darwin'’s land and
harbour. The joint venture with IBA and the Toga
Group will enable LDC to add hospitality, hotel
operations and management courses to those
already on offer through its new Trade Training
Centre.

There will also be scope for local Indigenous
business owners to tender for event management,
landscaping, art production, cultural tours

and other services related to operating and
maintaining the two hotels.

26. Wildman Wilderness
Lodge

Wildman Road, Mary River National Park, NT
www.wildmanwildernesslodge.com.au

In 2006, IBA purchased Wildman Wilderness
Lodge, a property located in the Mary River
(proposed) National Park just over one hour's
drive from Darwin on the way to Kakadu. In
November 2009, IBA purchased Wrotham Park
Lodge, a b-star resort, situated 300 kilometres
inland from Cairns. Wrotham Park Lodge was
successfully dismantled and relocated for
reconstruction of Wildman Wilderness Lodge
as a new resort during 2009-10. The renewed
Wildman Wilderness Lodge is scheduled to open
in February 2011 (see page 36).
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The Wildman Wilderness Lodge represents a
great example of recycling in Australian tourism.
The core buildings for the new resort were once
better known as Wrotham Park Lodge, located
in central Far North Queensland.

In early November 2009, following the sale of the
lodge by General Property Trust (GPT) to IBA,
a team of builders moved onto the Queensland
site and over the next 28 days, dismantled the
entire infrastructure down to the fixtures and
fittings. The cabin verandas and awnings were
then removed and the cabin structures lifted
onto the back of semi-trailers. The central bar
and restaurant facility was dismantled piece by
piece—around 70 per cent of it was saved for
the move. Two staff accommodation units were

SOMETHING OLD
SOMETHING NEW

also packed up. Power generators, the water
treatment system and sewage treatment system,
as well as key electrical infrastructure, were also
dismantled and readied for the journey. Water
tanks have been sold to local station owners
with new tanks being purchased for Wildman.

It took 18 triple road trains to transport the
dismantled lodge across the 2,800 kilometres
to a warehouse in Darwin, ready to be
reconstructed on the Wildman site.

It has been estimated that the recycling of this
facility will produce net savings in excess of
$7 million.

Visit www.wildmanwildernesslodge.com.au
to find out more.

Subsidiaries and trusts: IBA creates investment vehicles that maximise financial returns for

both IBA and its Indigenous partners. Prudent structuring—including subsidiaries and trusts in which IBA

is a majority shareholder or has a controlling interest—helps IBA ensure asset security and serve the best
interests of relevant shareholders. The following is a list of IBA's subsidiaries and trusts as at 30 June 2010.

Asset Leasing Trust Indigenous Fishing Trust

Outlook

IBA's Equity and Investments Program has refined its investment strategy with a focus on expanding the
number of active investments from 27 to a target of 40 within the next five years. The strategy identifies
key portfolio sectors and defines the balance between commercial returns and capital growth, while
continuing to achieve other economic and social benefits for Indigenous Australians.

The strategy has taken into consideration lessons and experiences from previous investments, while
applying rigour to requests from its Indigenous partners and potential partners for strategic investments.

With the economic outlook forecast to improve in coming years, IBA will continue to maximise financial
and social returns for both the organisation and its Indigenous partners.
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ADVANCING AND
SUSTAINING THE
COMMERCIAL INTEREST OF
THE GAGUDJU ASSOCIATION

In 1998 the Gagudju Association fell into administration and was at great risk of losing the Gagudju
Crocodile Holiday Inn and Gagudju Lodge Cooinda. These resorts are situated three hours from
Darwin, and offer convenient access to the wonders of Kakadu National Park.

IBA was approached, and negotiated a favourable outcome resulting in IBA acquiring 70 per cent
equity in both properties and enabling the Gagudju Association to retain 30 per cent in both assets.

A condition of the transaction was that the Gagudju Association would, over time, have the opportunity
to acquire IBA's equity at market valuation. The commercial and legal terms relating to this buy-back
arrangement were included in the relevant Shareholders’ Agreement and Unitholders’ Agreement.

In 2006 the Gagudju Association initiated instructions in accordance with the relevant agreements
to acquire 18 per cent of IBA's interest in the Gagudju Lodge Cooinda. On 31 March 2010, the
Gagudiju Association successfully completed the transaction and acquired 18 per cent of IBA's
interest in Cooinda, giving it a total of 48 per cent to IBA's 52 per cent.

The Gagudju Association continues to build a strong and balanced operation and, with the support of
IBA, is financially positioned to continue to acquire a greater share of two key iconic assets located in
Traditional Country. Visit www.gagudjulodgecooinda.com.au to find out more.

Home Ownership — Output Group 1.2

IBA's Home Ownership Program has enjoyed enduring success. IBAs ability to provide targeted home
loan products to Indigenous first home buyers provides an entry point to home ownership that would
not otherwise be available. In this way, the Home Ownership Program is increasing the number of
Indigenous home owners and improving their chance of long-term wealth and economic independence.
Since its establishment in 1975, it has helped more than 14,000 people participate in home ownership.

“Housing and homelessness across the Australian community is a priority policy area for the Australian
Government. Most Indigenous people live in urban and regional areas and face significant housing
challenges. Aboriginal and Torres Strait Islander people are more likely to have low incomes or be in
single-parent or multi-dependant families, making it difficult to pay market rents and meet financial
institutions’ criteria for loans. Only one quarter of Indigenous adults live in homes owned or being
purchased by a member of the household, compared to more than three quarters of non-Indigenous
adults. These issues are compounded by the current highly competitive rental market and more general
housing affordability issues’ — The Hon. Jenny Macklin, MP, Minister for Families, Housing, Community
Services and Indigenous Affairs, 2008.

The majority of IBA's new clients have a home loan-to-valuation ratio greater than 90 per cent, and
small deposits. In commercial terms, this loan profile would be viewed as high risk and be subject to
more stringent credit assessment and loan mortgage insurance. These factors would place home
ownership outside the grasp of many Indigenous first home buyers.

Performance

Because of an increased focus on low-income earners, the percentage of loans to applicants with an
adjusted combined gross monthly income of not more than 125 per cent of the IBA Income Amount
increased from 83 per cent in 2007-08 to 88 per cent in 2009—-10, and the percentage of loans to first
home buyers from 86 to 92 per cent.

Table 4: Output Group 1.2 performance summary, measured against the IBA Portfolio
Budget Statement

2009-10 KEY PERFORMANCE INDICATOR TARGETS RESULTS

75% of loans are to applicants who have an adjusted combined gross monthly income Actual 88%
of not more than 125% of the IBA Income Amount?

The IBA Income Amount is equivalent to 100% of the national average weekly male earnings
as calculated by the Australian Bureau of Statistics.

Social and economic objectives

The Perceptions of Home Ownership among IBA Home Loan Clients research report, published by the
Centre for Appropriate Technology in 2008, confirmed that the IBA Home Ownership Program was
meeting its social and economic objectives and having a real impact on the quality of life for a growing
number of Indigenous Australians.

“The majority of clients interviewed expressed a sense of pride in ... and considered the ownership a
great achievement’ — Perceptions of Home Ownership among IBA Home Loan Clients, 2008, p47.
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The intergovernmental report Overcoming Indigenous Disadvantage: Key Indicators 2009 described
home ownership as a key indicator of wealth and saving, providing a secure asset base that contributed
to financial stability and against which people could borrow. A home can be passed from one generation
to another, providing security of tenure, which is not always available with rental housing. Home
ownership also allows households to build or modify a dwelling to suit their particular needs. The report
also indicated that:

¢ the increase in Indigenous home ownership reflected similar increases in employment and income

* Aboriginal and Torres Strait Islander people were sharing in Australia’s general prosperity.

Demand and market conditions

Total general enquiries for the year were 4,394, which is a 34 per cent reduction on 2008-09. This
reflects a decision to limit the promotion of the Home Ownership Program, due to the growing waiting
list of unmet demand. As a consequence, the number of eligible applicants on the waiting list (as at
30 June 2010) fell by 20 per cent—from 1,323 in 2008-09 to 1,069 in 2009-10.

Overall, the residential property market in Australia continued to experience increased growth in the
demand for new and established housing, particularly during the second half of 2009-10. The Reserve
Bank also began the process of raising the official cash rate from the low levels of the previous year.

After years of renting, Wayne Ross, Mellissa Smith and their children moved into a home of their own in Macksville,
NSW with the assistance of an IBA home loan, and couldn't be happier.
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Funding

The level of Home Ownership Program funding in 2009—10 depended on repayments received from
borrowers in the repayment or early discharge of loans. As a result, the number of loans that could be
approved was determined by the amount received from these sources throughout the year (Figure

12). This level of funding was lower than in 2006—07 and 2007-08 when the Home Ownership
Program received additional one-off injections of capital to help address the increased demand for IBA
housing loans.

Figure 12: Loan approvals and repayments by amount, 2001-2010

@ APPROVALS ($m)

REPAYMENTS ($m)

$ million

2001 2002 2003 2004 2005 2006 2007 2008 2009 2010
Year

Home loans

IBA assesses loan applications based on the client's income, servicing capacity and credit history, and
on the value of the property being purchased. IBA's front-line home loan staff provide borrowers with
ongoing loan management and home ownership support.

All IBA loans to purchase homes or to build on vacant land are secured by a registered mortgage,
protecting IBA's substantial investment in home lending. The Home Ownership Program has standard
lending criteria for assessing loans to purchase or construct houses on freehold land (Table ).
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Table 5: Home Ownership Program lending criteria

CRITERION DETAILS

Loan purpose For the purchase, construction or renovation of standard owner-occupied dwellings or for
the purchase of residential land on which to build a home.

Income limits Up to 100% of the IBA Income Amount?, the applicant can borrow up to 100% of the
home purchase price from IBA.

Over 100% and up to 125% of the IBA Income Amount?, the applicant can borrow up to
60% of the home purchase price from IBA.

Over 125% and up to 160% of the IBA Income Amount?, the applicant can borrow up to
45% of the home purchase price from IBA.

Up to 225% of the IBA Income Amount?, the applicant can borrow up to 20% of the
home purchase price from IBA.

Purchase price limits are set as a proportion of the Real Estate Institute of Australia
limits median capital city sale price.

Deposit Minimum of $3,000 or 5% of the purchase price, whichever is the lesser, depending on
individual circumstances (the First Home Owner Grant may be used to meet deposit
requirements).

Generally commence at 4.5%, gradually increasing until they reach the IBA home loan
rate, currently capped at 1% below market interest rates for owner-occupied homes.

Up to 32 years, determined by the borrowers’ ability to meet loan repayments. In certain
circumstances, extended to 45 years (the average loan life is eight years, which is similar
to that in the commercial home loan market).

The IBA Income Amount is equivalent to 100% of the national average weekly male earnings as calculated by the
Australian Bureau of Statistics.

Support for borrowers: By virtue of its statutory obligations, IBA's appetite for risk is
necessarily greater than other lending institutions. As such, the program’s loan management practices
are more focused over the course of the loan. IBA has Service Delivery Units located throughout
Australia, to develop and maintain supportive relationships between its staff and clients on a basis of
mutual trust and respect.

New lending: During 2009-10, IBA approved 363 new home loans with a total value of

$82.2 million. This was $4.6 million less than 2008-09, however, IBA was able to approve 15 more
loans than in the previous year, as a result of initiatives put in place to reduce the average loan
amount. The new lending enabled 1,217 Indigenous Australians to participate in the home ownership
experience.

As shown in Table 6, IBA loan approvals were distributed broadly across all geographical areas. Through
identifying and targeting high-need regions with realistic opportunities for home ownership, loan
processing workloads were adjusted between regional Service Delivery Units.
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IBA home lending officer Kerry Flanegan informs customers Daren Marimowa and Darlene Thorn about the home
ownership program.

Table 6: Loans approved by Service Delivery Unit geographical regions, 2009—10

SERVICE DELIVERY LOANS APPROVED LOANS APPROVED LOANS BELOW

UNITS (NUMBER) (TOTAL VALUE, $M)  125% OF THE IBA

INCOME AMOUNT

Adelaide 1 0.3 1
Ahcesprmgs .................................................................... 9 ....................................... 23 ......................................... 8
anbane ......................................................................... 4 Q ....................................... 97 ....................................... 38
Broome ............................................................................. 5173
Canberra ......................................................................... 10 ....................................... 257
Ca,ms ............................................................................. Q 0 ....................................... 42 ........................................ 1 9
Cofszarbour ................................................................ 5 3 ..................................... 11547
Darwm ............................................................................. Q 1 ........................................ 50 ........................................ 1 7
Hobart .............................................................................. 6106
Me|b0ume ...................................................................... 2 9 ....................................... 59 ....................................... 29
Perth ............................................................................... Q 0 ....................................... 55 ........................................ 1 7
ROCkhampton ................................................................. 3 4 ....................................... 85 ....................................... 29
Sdeey ............................................................................ 3 7 ....................................... 81 ........................................ 27
Tamworth ........................................................................ 15 ....................................... 30 ........................................ 1 3
Town5V|||e ....................................................................... 18 ....................................... 41 ......................................... 1 8
Waggawagga ................................................................ 4 3 ....................................... 86 ....................................... 42
Tota| ............................................................................. 3 53 ..................................... 3 22 ..................................... 321

Note: Amounts for total value of loans approved have been rounded, so the final total does not add up. The total is
the rounded sum of unrounded amounts.
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The number of loans and the total value of approvals have declined since 2006. The Australian
Government provided a capital injection of $20 million in 2005-06, and in 2007-08 IBA provided a
capital injection of $25 million from its Investment Account, which enabled a greater number of loans
to be approved in those years. Funds available for lending in 2009—10 were sourced solely from loan
repayments and early loan discharges (Figure 13).

Figure 13: Number and value of loans approved, 2001-2010
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As shown in Figure 14 below, loans approved for each state and territory are broadly in proportion to the
number of general enquiries received and to the Indigenous population where lending is possible.

Figure 14: New loans approved and enquiries received by state/territory, 2009-10

Loans approved (No.)

NSW Vic Qld WA SA Tas ACT NT

Average loan amount: In 2009-10 there was a reduction in the average IBA loan amount
(Figure 15, overleaf). This year the average loan amount was $244,300 compared to the 2008-09
average amount of $258210—a b per cent decrease in real terms.

This significant reduction can be attributed to an increased focus on helping clients source external loan
funding towards the purchase price of a home.
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Figure 15: Average loan amount, 2001-2010
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Sp|it LLoans: A major strategy in 2009—10 was to promote, encourage and assist clients to obtain
all or part of their home loan from an external funding source, thus enabling more effective use of IBA's
limited funds. The Split Loan product was introduced to facilitate this strategy and entailed IBA working
with a number of major lenders to streamline client access to external finance.

IBA's Split Loan product was provided under a second mortgage arrangement, with an average IBA loan
amount of $177,000. As a result, clients obtained an aggregate $14.1 million in home loan borrowing
from external financiers in 2009-10.

Loans for renovations and extensions: IBA continued to provide a range of smaller loans
to eligible clients wanting financial assistance for various worthwhile purposes. Through these smalll
loans, IBA supports clients who need assistance for modest renovations or repairs.

In 2009-10, IBA approved eight loans totalling $0.32 million for renovations, extensions, repairs or
maintenance, compared to five loans totalling $0.17 million in 2008-09.

Portfolio profile and management

The Home Ownership Program lending policy and eligibility criteria target high-need applicants on low
incomes, who are seeking to obtain basic, affordable home loans. IBA's network of Service Delivery
Units assists clients with structured loans to suit individual needs.

Geog raphical distribution: The geographical distribution of IBA's home loan portfolio shows
a marked variation from mainstream lenders as reported by Standard & Poor's Australian RMBS
Performance Watch Reportin March 2010". This is consistent with Australian Census data, which
shows that a greater proportion of Indigenous Australians live in non-metropolitan areas. IBAs strategy
is to ensure its program reaches clients in regional areas who would not normally have the opportunity
of home ownership. As shown in Figure 16 overleaf, a greater proportion of IBA Home Ownership
Program loans are for purchases in non-metropolitan areas.

! All comparisons to Standard & Poor’s Australian RMBS Performance Watch Report, March 2010 within this
publication, are done so with the permission of Standard & Poor’s Financial Services LLC.
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Figure 16: Portfolio comparison, IBA and mainstream lenders, by geographical distribution
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*Note: Industry comparison sourced from the Australian simple average for residential mortgage-backed securities
(RMBS) in Standard & Poor's Australian RMBS Performance Watch Report March 2010. IBA's portfolio figures
are as at 30 June 2010.

LLoan-to-valuation ratio: A loan-to-valuation ratio (LVR) greater than 80 per cent is often
described as ‘high risk’ and often requires that lenders have mortgage insurance. In the mainstream
lending market, only 19 per cent of loans have an LVR greater than 80 per cent.

The LVR of loans in the Home Ownership Program portfolio—when compared with Standard & Poor's
Australian RMBS Performance Watch Report March 2010 benchmark—shows that 60 per cent

of IBAs current home loan lending portfolio—and approximately 92 per cent of IBA's lending in
2009—-10—has an LVR of 80 per cent or more (see Figure 17 below). First home buyers contributed
an average of 3.7 per cent of the purchase price as deposits for their new home. This confirms that
the program fills a unique niche in the home loan market and that its products complement, rather than
compete with, mainstream lending products.

At the end of 2009-10, the fair value of the Home Ownership Program portfolio was $403.5 million.

Figure 17 Loan-to-valuation ratio, IBA loan portfolio and mainstream lenders
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“Note: Industry comparison sourced from the Australian simple average for residential mortgage-backed securities (RMBS)
in Standard & Poor's RMBS Performance Watch Report March 2010. IBA's portfolio figures are as at 30 June 2010.
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Arrears management: Streamlined arrears management arrangements continue to assist in
controlling reportable arrears (two or more non-payments). Reportable arrears represent 0.057 per cent
of the value of the housing loan portfolio and this figure has remained fairly consistent for the past five
years (Figure 18).

Figure 18: Portfolio growth and arrears decline, 2001-2010

@ VALUE OF PORTFOLIO ($m) € VALUE OF LOANS IN ARREARS %  0.40

Value of portfolio ($m)
Value of loans in arrears %

2001 2002 2003 2004 2005 2006 2007 2008 2009 2010
Year

When measured by the total balance of loans in arrears against the portfolio loan balance, IBA
compares well to other mainstream lenders as reported by Standard & Poor's Australian RMBS
Performance Watch Report benchmark of March 2010. As shown in Figure 19 below, IBA has a higher
rate of one-off missed repayments, but is close to industry standards when it comes to managing overall
portfolio arrears. This demonstrates the effectiveness of IBA's loan aftercare and arrears management.

Figure 19: Arrears loan balances comparison, IBA and mainstream lenders
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Note: Industry comparison sourced from the Australian simple average for residential mortgage-backed securities
(RMBS) in Standard & Poor's RMBS Performance Watch Report, March 2010. IBA's loan arrears balances are as at
30 June 2010.
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Loan disoharges: Loan discharges represent an important source of income that is applied
towards new lending, to assist more first home buyers to achieve home ownership. There are three main
reasons for IBA mortgage securities being discharged: the sale of the security property, the loan with
IBA being refinanced by another lender, or the loan being fully paid off at the completion of the loan
term. In 2009-10, IBA received $40 million in early settlement loan discharges (see Figure 20 below).
This sum was used to fund new loans throughout the year.

In 2009-10, IBA sold six houses under its mortgagee-in-possession powers. The average default amount
was $9,413, up from $5,053 in 2008-09, which is partly due to the global financial crisis and partly due
to the requirement that all home lenders ensure borrowers are given every possible opportunity to retain
their homes. Of the six sales, four resulted in residual loan balances owing. One of the residual debts was
paid by IBAs insurer. IBA is pursuing repayment arrangements for the other three residual loan debts.

Figure 20: Early settlement loan discharges, 2001-2010
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Outlook

The waiting list of eligible applicants seeking home ownership continues to exceed available funds. In
order to assist more Indigenous Australians into home ownership, IBA will continue to work with major
mainstream lenders to promote and encourage split loans.

The Australian Government announced in the 2010-11 Budget that it would temporarily transfer $56 million
from the Home Ownership on Indigenous Land Program to supplement the Home Ownership Program.

The Home Ownership on Indigenous Land Program has been slower to implement than originally
anticipated, due to delays in enacting land tenure reform legislation and finalising community leasing
arrangements (see Home Ownership on Indigenous Land — Output Group 1.4 on page 51 for more
detail). The temporary transfer of unutilised capital from this program to the Home Ownership Program
will allow for more effective use of the funds until demand increases. The Government's approval of the
transfer will bring the total budget for new lending in 201011 to approximately $140 million, which is
expected to provide an additional 250 loans.

The increased funding available in 2010-2011 will result in the largest annual budget the Home
Ownership Program has received since its commencement in 1975. It will further help to close the gap
in Indigenous home ownership participation, significantly increasing the total number of Indigenous
families that have benefited from the program since its inception.

In 2010-11, some of IBAs borrowers will continue to experience the effects of the global financial
crisis and rising interest rates may have an impact on debt servicing. IBA will continue to support clients
and provide affordable home ownership opportunities.
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THE FLAMES

In the savage heat of Black Saturday (7 February
2009), Kim Hunter, 43, was on duty at Kinglake
National Park near Melbourne, when she heard
that a huge fire was bearing down on the park
and her home at the nearby Kinglake Township.

The Indigenous Field Service Officer—a
descendant of the Wurundjeri People—had to
stay to try to defend the park office, but her house
was also under threat. It was her first home, and
she had been delighted that, thanks to an IBA
loan, she had been able to realise her dream of
home ownership, despite the fact she was single.

Kim phoned her uncle to ask him to move her
animals to a friend's house further down the
mountain.

RISING FROM

“He had trouble getting one of my dogs, a
German shepherd, into the car;’ Kim recalls.

“I didn't really think my house would be
destroyed, so | told him to leave her and a young
wombat | had raised, and return for them later!

She had no more time to think about her home.
The fire, roaring like a dozen jet engines, was
heading straight for Kim and her colleagues.

“The sky went black, the smoke was thick and
the wind was so strong we knew it was about to
hit us;’ she says.

Through a frightening maze of fallen power
poles, flames on either side of the road and
virtually no visibility, they made it to a paddock
where they bunkered down until the main fire



RISING FROM
THE FLAMES

(continued)

front had passed, before emerging to help the
Country Fire Authority protect a local primary
school that was also under threat from embers.

It was only later that night that Kim could return
to her township and survey the wreckage of
her home.

“The chaos and devastation was like a bomb had
gone off;’ she explains. “I went past my house
and saw that it was gone and still on fire. | was
able to get a text message to my Dad to let

him know | was okay, but the office, my car and
house were gone!

It took a while before it dawned on Kim that she
had nothing but the overalls she was wearing.
Her dog and the wombat had perished in the
fire, but her horses had miraculously survived.
Fortunately her home was insured, but she learnt
a bitter lesson because she had no contents
insurance.

Kim was so stunned that it was days before she
advised IBA that her home was gone.

Kim and her father talked with IBA employee
Alan about what the next step was and what
Kim needed to do if she decided she wanted to
borrow some more money to rebuild.

“Alan was fantastic and so understanding. If it
wasn't for the understanding and help | got from
him, life would have been a lot harder than things
already were, she says.

Kim decided to rebuild her new home in the
same area.

“It sounds strange because there didn't seem
to be anything left, but | knew there was a lot of
work to rebuild the park. And even though the
township and the community were devastated,
with so many bad memories, | was still part of all
that and knew Kinglake would slowly recover,'
she says.

“Also, | understood what everyone was going
through and it seemed to make sense for me to
stay and help”’

Kim lived in a caravan for the next 12 months
while her home was being built, before moving
into her new home in December 2009.

“It was very trying at times and winter time in
Kinglake is cold and wet, but | knew my Dad and
IBA were working out the process and my house
was going to be built before another winter;'

she says.

Kim is still a firm believer in home ownership.

“I would make sure you are able to make your
repayments and don't over-commit yourself, as
you have rates and other costs that come with
owning your home," she says.

“Also make sure you have adequate house
insurance. If you are able to do all that, then |
say go for it, because it is so rewarding knowing
that you are paying for your own home and not
someone else's!

Home Ownership on Indigenous
Land — Output Group 1.4

The Home Ownership on Indigenous Land Program provides loans for people living on community-
titled land who otherwise would not be able to obtain home loan finance. According to the Australian
Bureau of Statistics 2006 data on Housing and Infrastructure in Aboriginal and Torres Strait Islander
Communities, this situation applies to nearly 20 per cent of the Indigenous population living in discrete
settlements in rural and remote locations.

In 2009-10, IBA continued to work closely with the Department of Families, Housing, Community
Services and Indigenous Affairs (FaHCSIA), state and territory government agencies and at the
community level to implement the Home Ownership on Indigenous Land Program.

Performance

In 2009-10, IBA approved seven loans for an aggregate of $1.37 million, taking the total approved
loans to 15. All loans approved were for borrowers living in Nguiu in the Tiwi Islands.

While there is demand for home ownership among Indigenous Australians living on community-titled
land—particularly in the community of Nguiu in the Tiwi Islands—it will take some time for demand to
meet the amount of funding already allocated to the program.

Table 7: Output Group 1.4 performance summary, measured against the IBA Portfolio Budget
Statement

2009-10 KEY RESULTS

PERFORMANCE
INDICATOR TARGETS

8 new communities actively Actual 7
participating’ in the Home Ownership
on Indigenous Land Program

40 new loans Actual 7

Delays in enacting the necessary land tenure reform legislation

in Queensland and the Northern Territory—and the time taken to
establish jurisdictional and community land leasing frameworks—have
meant that rolling out the Home Ownership on Indigenous Land
Program has been much slower than originally anticipated.

T Actively participating takes into account that there is agreement by the community governance body that HOIL
should proceed, land administration frameworks are being developed and IBA has commenced discussions with
people interested in home ownership.

Northern Territory progress

Township leases are in place for the communities of Nguiu in the Tiwi Islands, Angurugu and
Umbakumba on Groote Eylandt, and Milyakburra on Bickerton Island. IBA continues to implement the
Home Ownership on Indigenous Land Program in these communities.

During 2009-10, IBA undertook a major initiative to assist the implementation of the Home Ownership on
Indigenous Land Program in Nguiu. Having identified that many clients were seeking funds to construct
new houses, IBA agreed to fund and manage the building of four houses using innovative designs that
could be constructed at affordable prices. Construction of these homes was completed in May 2010

and three have now been sold to eligible Nguiu residents. This project and IBA's experiences with other
residential constructions have provided valuable insights which will aid the future rollout of the program.
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Residents of other communities in the Northern Territory have also expressed interest in home
ownership on community-titled land.

However, the land tenure arrangements in these locations could not provide the same level of security
as township leases. Consequently, IBA has not yet been able to consider lending in these locations.

Queensland progress

It is taking considerable time for Queensland government agencies and local Indigenous councils to
finalise the necessary frameworks, systems and processes to facilitate home ownership in Deed of
Grant in Trust (DOGIT) communities. Before Indigenous councils can put in place a leasing scheme,
they need to develop compliant town plans. This, together with satisfying native title requirements, will
be a requirement for most Queensland communities before they are eligible for loans under the Home
Ownership on Indigenous Land Program. Developing town plans includes determining town boundaries
and land-use requirements, organising subdivisions, surveying, and where necessary, negotiating
Indigenous Land Use Agreements.

IBA and FaHCSIA are currently working with the Queensland Department of Communities—and other
stakeholders including the Cape York Welfare Reform Group—on a range of actions to ensure the
sustainability of home ownership in Queensland communities. This work includes:

» developing an accepted methodology for determining the sale prices of community housing
* town planning and surveying of DOGIT communities

* template home ownership Indigenous Land Use Agreements

* developing strategies to help Councils manage residential leasing processes

= providing assistance to borrowers to help them maintain home ownership.

At Mapoon in Far North Queensland, IBA—in conjunction with World Vision Australia and the Mapoon
Shire Council—has provided funding for World Vision Australia to establish practicable community-
based processes and systems for the implementation of home ownership. The project is proving useful
in identifying and resolving implementation issues as they arise, and will help inform the establishment
of state-wide processes.

Outlook

Home Ownership on Indigenous Land loan applications will continue to be processed in the established
Northern Territory sites during 2010—11.

The necessary conditions and prerequisites for lending are expected to be in place for a number of
Queensland communities by early 2011, enabling IBA to process formal housing loan applications for
some of these sites.

IBA will continue to discuss the implementation of the program with other state and territory
government departments and agencies throughout 2010-11.

IBA will also continue to seek innovative solutions to assist the rollout of the program and to ensure the
best use of its funds. The Australian Government's decision to temporarily transfer $56 million in capital
funds from the Home Ownership on Indigenous Land Program to the Home Ownership Program will
help reduce the waiting period for loan assistance in the latter program. These funds will be returned to
the Home Ownership on Indigenous Land Program as and when they are required.

A performance audit of the program is being undertaken by the Australian National Audit Office as part
of its cyclic review of Indigenous programs, and is expected to be finalised early in 2010-11.
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NGUIU RESIDENTS
PIONEERING INDIGENOUS

HOME OWNERSHIP
ON INDIGENOUS LAND

Luke Tipuamantumirri and Florine Tipungwuti live
in the small township of Nguiu located on Bathurst
Island, in the Tiwi Islands off the north coast of
Darwin, in the Northem Territory. Neither would
ever have imagined owning their own home.

When IBA began discussions about home
ownership for residents living on Indigenous land
in 2007, the concept seemed very foreign to
both Luke and Florine, as it did to many others
living in Nguiu. Yet the couple are now among
the first residents in Nguiu to receive an IBA
loan. With the loan funds (and other Government
assistance), they were able to become proud
owners of their first home and were even able to
renovate the house. Now they have an asset that
they will be able to pass on to their children.

Luke enjoys owning his house. He says if anyone
breaks anything, he will make sure they pay to
get it repaired. And as Luke always says: “We
both own the home, but Florine is the boss

The pride that Luke and Florine have in owning
their home is apparent when you talk to them.

They are true pioneers—Indigenous residents,

living in an Indigenous community and owning
their own house.




Business Development and
Assistance — Output Group 1.3

IBA works with Indigenous Australians to help them succeed in business. The focus is on the long-term
viability of the business as distinct from simply getting into business. This objective is achieved through
providing business loans to clients who cannot access private sector finance, together with business
support to assist clients to access finance and to manage their businesses successfully. Business
development is one of the five key focus points listed within the Australian Government's Indigenous
Economic Development Strategy. Recognising the importance of Indigenous participation in small
business, the Australian Government funds IBA's Business Development and Assistance Program to:

» make small business loans to eligible applicants
* provide expert business guidance and advice through a panel of industry consultants

* identify and promote small business opportunities within an industry, community or geographical
location (Economic Development Initiatives).

IBA's business loans and associated products help Indigenous Australians to start businesses
and employ staff members who are often themselves Indigenous. The small business operators
independently select who they employ, based on the skills they bring into their business.

Performance

During 2009—-10, IBA assisted 532 current and potential Indigenous entrepreneurs with 652 business
support engagements. Of these, 255 were assessing the feasibility of a business idea, of which 63

did proceed into business, utilising IBA loan products totalling $10.8 million: 38 started up a business
and 25 purchased an established business. A further 120 continue to plan their entry into business,
49 have determined not to go into business and 23 are seeking their finance outside IBA—totalling a
further $9.1 million. IBA also helped 277 Indigenous entrepreneurs meet their ongoing support needs
to remain in business.

From IBA's existing business loans portfolio, 18 businesses borrowed a total of $2.8 million to expand
or consolidate their existing business enterprises. Business survival rates also improved, as shown in
Table 8, thanks to more rigorous loan approval processes.

Table 8: Output Group 1.3 performance summary, measured against the IBA Portfolio
Budget Statement

2009-10 KEY PERFORMANCE INDICATOR TARGETS RESULTS

60% survival rate for new businesses funded past the first year Actual 90%!*

20% of clients who have been assisted through business support or Economic Actual 25%?2
Development Initiatives have started and remain in business

! Expressed as the cumulative percentage of businesses that operated a minimum of 12 months from IBA loan
funding date since 1 July 2005.

2 Sixty-three clients entered into business out of 255 applicants of pre-business support from IBA.

54 Section 03 Performance Reports | Indigenous Business Australia | Annual Report 2009-2010

Table 9 outlines the core activities of the program during 2009—10 and compares it to the prior
reporting period.

Table 9: Business Development and Assistance Program key activities statistical summary,
2008-09 and 2009-10

ACTIVITY 2008-09 2009-10

Enquiries answered 1,785 1,841

Business loans approved

— Value ($millions) 149 13.6

Market demand

Business-related enquires have been steadily increasing over the past four years (see Figure 21).

Figure 21 Business-related enquiries received, five years to 2009-10

Number of enquiries

2005-06 2006-07 2007-08

Year

2008-09 2009-10

Work commenced late in 2009-10 to capture Australian Bureau of Statistics (ABS) data on Indigenous
population numbers, home ownership, income and education qualifications, with a view to determining
the potential market size and geographical locations for business development support. Results from
this analysis should allow better targeting and promotion of business development support in 2010-11.
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Social and economic objectives

Indigenous small business owners are a small but important group within the community. In the 2006
Census, 5.5 per cent of employed Indigenous Australians indicated they operated their own business,
compared to 16.4 per cent of employed non-Indigenous Australians. Participation has more than
doubled since 1991, according to Census data (from 3,232 in 1991 to 6,599 in 2006).

The following table identifies some characteristics for self-employed Indigenous Australians.
Table 10: Self-employed Indigenous Australians, ABS data, 2006

INDIGENOUS SELF-EMPLOYED
EMPLOYEES INDIGENOUS AUSTRALIANS

Own their own homes 40% 68%

2006 CENSUS DATA

Source: Australian Bureau of Statistics Report 4722.0.55.009, Self-employed Aboriginal and Torres Strait Islander
People, 2006.

Indigenous small business owners face unique challenges compared with other small business owners
in Australia, often even before they enter into business.

“In general, successful entrepreneurs require some level of education, good financial literacy and access
to capital. Historically, Indigenous Australians have not had the same level of access to these business
necessities, thus reducing their participation and range of business opportunities. Indigenous business
relations are often constrained as a result of overt or covert discrimination and a lack of business

networks. A culture of obligatory sharing often works counter to good business practice. However, good
business mentors, strong support networks and help from family or communities all have a positive
influence on the success of Indigenous small business owners! — Indigenous Small Business Owners in
Australia, Australian Taxation Office Report, 2009.

Business loans

IBA's products and services are targeted to small businesses that are predominantly owned by
Indigenous Australians. Our lending policies have been formulated based on years of experience
operating in this unique lending environment, and represent the very delicate balance between
commercial viability and economic opportunity for our applicants.

The main eligibility criteria for IBA business loans are that the:

* loan must be used to establish, buy or expand a business; to buy or set up a franchise; to consolidate
existing business loans; or to make strategic investments (subject to additional criteria)

* applicant must present a commercially viable business proposal

* applicant must have a cohesive business plan and relevant industry knowledge or experience.
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The Toryzn family (pictured) said they went into business to build a future for their kids. Their family-run printing
business provides ongoing financial independence and security and is something for their children to own in the
future if they choose.

IBA has applied increased rigour in loan assessment processes and strengthened loan management
requirements as a strategy to arrest the growing trend in loan failures experienced in recent years. Since
2008, these changes have resulted in:

* more conservative lending assessment processes

* alower percentage of business loan applications being approved

* agreater percentage of approved business loan applications proceeding to settlement
* an increase in business support for mentoring once a client is in business

« overall business loans portfolio numbers remaining relatively stable (312 in June 2009 and 309 in
June 2010).

Figure 22 below shows the trends associated with business loan applications. While the number of
unsuccessful applications has remained relatively constant, the number of applications withdrawn by
clients or for which approval conditions were not met has diminished.

Figure 22: Business loans, key activities statistical summary, five years to 2009-10

@ APPLICATIONS RECEIVED APPLICATIONS APPROVED
LOANS SETTLED @ APPLICATIONS DECLINED

Number of loans

2005-06 2006-07 2007-08 2008-09 2009-10

Year

Support for borrowers: IBA maintains a network of 13 offices around Australia where small
business support managers can assist clients face-to-face, and a national Freecall™ telephone number
to connect clients with their nearest IBA small business support manager. Through its business support
service, IBA maintains a panel of business consultants (comprising 186 business consultants as at

30 June 2010) and industry experts to help clients manage their businesses.
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New Iending: During 2009—-10, IBA approved 81 new business loans—including 38 for new
businesses—with a total value of $13.6 million.

Figure 23: New business loans by state number and value, 2009-10

Number of loans
and value

QLD (25)
$3.8m

WA (13)
$2.4m

NSW/ACT (19)

Portfolio profile and management

In commercial lending terms, the Business Development and Assistance Program operates at the very
high end of the risk spectrum. This is magnified by IBA's 2007-08 policy decision to seek a niche client
base of candidates who generally cannot access mainstream finance. IBA aims to mitigate those risks
through the concessional nature of the business loans and the intensity and quality of the business
support it provides.

Like any other finance organisation, IBA monitors trends in key aspects within the portfolio, including:
* profile — the number and value of loans, location and industry
* arrears — the number and value of repayments and loans clients have missed

* loss salvage — the number and value of loans that have defaulted and where loan payout has been
demanded (including selling the security)

* write-offs — the number and value of loans where recovery of the debt is unlikely and has been
written off.

Profile: As at 30 June 2010 the loan portfolio was $58.7 million. Figure 24 overleaf identifies the
portfolio by number of loans, state and value of loans.
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Figure 24: Business loan portfolio by state, 2009-10

Number of loans
and value

NT (40)
$9.6m

Loss salvage (44)
$22m

QLD (88)
$131m

WA (55)
$9.3m

SA(22)
$51m

NSW/ACT (76)

The geographical profile of the portfolio reflects other key Indigenous statistical data such as self-
employment and population.

The IBA business loan portfolio is well diversified with only four industry sectors exceeding 10 per cent
of total value, which also represents the major sectors of Indigenous self-employment. The industries
under represented in the IBA portfolio tend to be government-funded sectors or sectors that already
have good access to mainstream finance. The construction industry has the largest variance between
IBA exposure and industry participation by Indigenous businesses. Figure 25 below identifies the
portfolio by industry type with comparison to ABS Census 2006 data on Indigenous self-employment.

Figure 25: Business loan portfolio by industry sector

© 1BA BUSINESS LOANS INDIGENOUS SELF-EMPLOYED

Retail trade
Agriculture, fishing and forestry
Construction
Accommodation and food services
Transport, postal and warehousing
Mining
Other services
Arts and recreational services
Administrative and support services
Manufacturing
Rental, hiring and real estate services
Healthcare and social assistance
Wholesale trade
Electricity, gas, water and waste services
Professional, scientific and technical services
Information media and telecommunications
Public administration and safety
Education and training
Financial and insurance services : : : : : :
0% 5%  10% 15% 20% 25% 30%
Percentage of businesses and loans per sector

Source: Australian Bureau of Statistics Report 4722.0.565.009, Self-employed Aboriginal and Torres Strait Islander
People, 2006.
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Arrears: Reportable arrears are defined as those two months or more past their due date. Figure 26
identifies the discharge balance of reportable arrears accounts as a percentage of the active loan
portfolio balance over the five-year period to 2009—10. There were 53 reportable arrears accounts

as at 30 June 2010 (with a discharge balance of $13.9 million) compared to 70 accounts as at

30 June 2009 (with a discharge balance of $14.8 million).

Figure 26: Business loans portfolio reportable arrears, five years to 2009-10

$ million

1 O .................................................................................................. 50/0
0 | | ] | | 0%
2005-06  2006-07  2007-08  2008-09  2009-10
Year

PORTFOLIO BALANCE
DISCHARGE BALANCE OF LOANS IN ARREARS
@ VALUE OF REPAYMENTS IN ARREARS
@ PERCENTAGE OF DISCHARGE BALANCES OF LOANS IN ARREARS TO PORTFOLIO BALANCE

Historically, IBA has reported the value of reportable arrears repayments as a percentage of the active loan
portfolio. For comparative purposes the 2009—-10 result is 5.9 per cent, down from 6.4 per cent last year.

It should also be noted that 13 loans (less than 4 per cent of the loan portfolio by number) account for
489 per cent ($6.8 million) of the arrears position.

LLoss salvage: As at 30 June there were 44 loan accounts in loss salvage with a total loan
balance of $2.2 million. This represents a decrease of 22 accounts from 30 June 2009 and a reduction
in loan value of $0.3 million.

Write-offs: During 2009-10, 76 write-offs occurred on 60 loans, totalling $4.7 million. However,
$1.9 million was recovered on six loans previously written off, resulting in a net write-off for 2009-10 of
$2.8 million.

Business support

Business support tailored to individuals and their small business needs is an integral part of IBAs
Business Development and Assistance Program. Business support is delivered through a panel of
business consultants and helps clients achieve self-reliance.

Figure 27 overleaf identifies the number of business support consultancies conducted.
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Figure 27: New business support by type, five years to 2009-10

TOON -veeememeem e @ PRE-BUSINESS @ IN-BUSINESS TOTAL
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consultancies conducted

Number of business support

2005-06 2006-07 2007-08
Year

2008-09 2009-10

Pre-business support involves providing a consultant to prospective Indigenous small business
entrepreneurs to help them determine the viability of a business idea and draw up a formal business plan.

In-business support refers to existing Indigenous small business entrepreneurs who seek support

on issues such as financial planning and management, marketing, procedure development, website
development and industry expertise. In 2009—-10 IBA made it a policy that all new business loan clients
would receive at least six months of mentoring after setting up their business, as this is usually one of
the riskiest periods when establishing a new business.

Mainstream finance: Where appropriate, IBA helps clients meet the lending criteria of a
mainstream bank or finance company. In these situations, IBA may assist by providing business support
for the application requirements, such as preparing a business plan or cash-flow forecast. IBA can also
provide this kind of business support once clients are in business, regardless of the lender involved.

In 2009-10, IBA assisted or referred to mainstream lenders 23 applicants seeking loans to the value of
$9.1 million.

NAB Microenterprise loans: This partnership between IBA and National Australia Bank
(NAB) enables Indigenous entrepreneurs to apply for concessional loans of up to $20,000 under
the bank’s award-winning Indigenous Entrepreneur Microenterprise Program. IBA provides ongoing
mentoring and support for these NAB clients.

To date, IBA has referred 11 applicants to NAB and 10 have been successful in obtaining loans to the
total value of $176,000.

Economic Development Initiatives

Economic Development Initiatives (EDIs) support Indigenous economic and business development by
funding projects that build business skills, encourage the pursuit of research economic opportunities,
help overcome barriers, and provide access to relevant information and assistance.

EDIs differ from business support because they are designed to support multiple beneficiaries or
overcome an identified skills gap, whereas business support is delivered to an individual client or
business. In addressing a skills gap, for example, clients who are assessed as not yet business-ready
can be referred to skills development workshops that are supported financially by an EDI. As their skills
improve, clients may then be eligible to receive one-on-one business support.

In 2009-2010, 75 EDIs were approved, commenced or completed, many of which were carried over
from the previous year. There were 10 EDIs in progress as at 30 June 2010.
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Table 11 provides examples of the major EDI projects conducted during 2009-10.

Table 11: Economic Development Initiatives projects, 2009—10

EDI TYPE PROJECTS OUTCOMES
Industry- Indigenous Tourism Champions  Provided essential business skills to Indigenous tourism
specific Program; tourism accreditation ~ operators around Australia. This support included
projects training; trade event marketing mentoring and accreditation training.
Business Leedal Pty Ltd, Fitzroy Crossing  Helped Indigenous community businesses develop their
training business skills so they could successfully establish and

manage viable businesses in the community.

Business Indigenous tourism In 2008-09, IBA provided assistance to 40 operators. In
tools e-commerce and website 2009-10, 84 operators received assistance, an increase
development (see case study of over 100 per cent. As a result of this support, each
on page 63) operator is experiencing an increase in bookings.
Intensive Galliwin'’ku — Exit Strategy Between 2007 and 2009, 24 micro businesses
regional commenced operation with the support of this intensive
capability assistance project. As at 30 June 2010, 14 of these
project business are still trading; two owners moved into full-time
employment; one moved away from the community; one
ceased trading due to lost CDEP support; five decided
not to continue self-employment; and one abandoned
due to personal reasons. The three-year project is now in
the final phase.
Regional Ngukurr; Communities In These projects identify opportunities and capacities within
scoping Business; Katherine Economic  a region that IBA can help exploit and develop through
Development such means as business support, loans and training.
Skills Workshops designed to inform  In 2009-10, IBA facilitated 22 workshops around
development and educate Indigenous Australia.
workshops communities about the
responsibilities of small
business

Outlook

The challenges for Indigenous participation in small business remain significant, and much still needs
to be done to achieve equal business opportunities for Indigenous and non-Indigenous Australians.
This means IBA must continue to deliver improved business support to its Indigenous small business
clients. To this end, IBA has conducted an internal review of the Business Development and Assistance
Program, which has indicated areas of program delivery where improvements will be pursued in
2010-11. A key issue will be the review and definition of acceptable loan performance outcomes and
product refinement to assist and promote Indigenous small businesses.

Following a successful trial during 2009—-10, IBA will be implementing more tailored and targeted
business workshops to ensure potential clients are fully aware of and prepared for the challenges
involved in establishing a small business. It is expected that with improved participant awareness of
business requirements, increased ‘self-filtering’ may occur, resulting in lower numbers of business loan
applications, as well as the capacity to better target and improve the cost-effectiveness of business
support. It is also expected that with feedback from clients, staff and business support consultants,
these workshops will be progressively enhanced to ensure clients establishing businesses are more
prepared for entering business and have a greater likelihood of sustained success.
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ONLINE BOOST FOR
INDIGENOUS TOURISM

OPERATORS

Indigenous tourism operators are reaping the
benefits of online trade, thanks to an IBA EDI
that funds V Cubed Pty Ltd, a specialist in
tourism and leisure e-commerce, to install the
online booking system Frontdesk. The EDI for
Indigenous tourism operators includes ongoing
Frontdesk technical support and product
development advice.

It is estimated that the Frontdesk online booking
system will be suitable for 143 of the 239
registered Indigenous tourism operators in
Australia. The 68 Indigenous tourism operators
that have joined the tourism e-commerce

revolution are receiving on average 62 per cent
more bookings each month and experiencing a
53 per cent rise in their average booking value.

The EDI has been running for 21 months
and is due to end in September 2010, but
may be extended to allow more operators to
become involved.

“We get many bookings via our website and
online distributors, and the customer details are
automatically added to our system,’ says Tess
Atie, owner of NT Indigenous Tours. “We also
use Frontdesk to manage our offline bookings.
We can quickly and easily report on occupancy,
bookings, accounts, commissions and more.

“Installing the system has allowed us to
concentrate entirely on delivering our tours.
Having the ‘book online’ button on our website
means people can make confirmed bookings the
moment they've decided the tour is for them”

Tourism NT, Tourism NSW and ACT Tourism
recently agreed to use the Frontdesk system,
providing greater exposure for the Indigenous
operators that have already signed up for

this project.



SPECTACULAR BUSINESS
OUTLOOK - KOOLJAMAN AT
CAPE LEVEQUE

Kooljaman at Cape Leveque is a multi-award
winning wilderness camp located 220 kilometres
north of Broome, on the tip of the Dampier
Peninsula. The camp is proudly owned by the
communities of Djarindjin and One Arm Point.

Previously, the Federal Department of Transport
controlled the land to operate a lighthouse.

In 1986, the lighthouse became automated,

and the land was purchased by the Aboriginal
Development Commission for the benefit of
Indigenous Australians. The Commission—along
with other government departments and the
Bardi people—chose to develop the area into

a tourism complex, linking traditional ways with
modern tourism.

IBA has assisted Kooljaman with finance to
construct a new restaurant, reception and kiosk
building. IBA's construction team also provided
building expertise—including quantity surveying,
cost-to-complete calculations at each progress
stage, and feedback on contracts. This latter
aspect raised a potential risk to sacred sites

on the traditional lands, which was addressed
quickly and successfully.

From the beginning, the emphasis has been to
develop a low-key, low-impact project, of a type
and structure that can be controlled by local
people, and of a size and extent that minimises
the impact on the environment. Future potential
includes Indigenous-operated tourism ventures
where visitors can experience the beauty of the
area, while participating in unique experiences
and activities.

All parties to the project worked cooperatively
to achieve the best possible solutions.

The result, like the location, is spectacular.
Visit www.kooljaman.com.au to find out more.

MANAGEMENT AND
ACCOUNTABILITY

The IBA Board in Melbourne during NAIDOC Week 2010.
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Management and Accountability

IBA guides the delivery of its outputs through its corporate governance framework. This framework
comprises IBA's enabling legislation and other legislative instruments, managerial and organisational
structures, corporate policies and strategies and resource management practices.

Enabling legislation

IBAs enabling legislation is the Aboriginal and Torres Strait Islander Act 2005 (the ATSI Act).
The purposes of IBA are set out in section 146 of the ATSI Act. They are:

a)to assist and enhance Aboriginal and Torres Strait Islander self-management and economic
self-sufficiency

b)to advance the commercial and economic interests of Aboriginal persons and Torres Strait Islanders
by accumulating and using a substantial capital base for the benefit of the Aboriginal and Torres Strait
Islander peoples.

Corporate Plan

The ATSI Act requires the Board to prepare a Corporate Plan that sets out a statement of IBA's objectives,
and outlines the strategies and policies that the Board intends to adopt to achieve those objectives. This
plan must make particular reference to the Board's intentions in relation to investments, loans, guarantees
and other financial aspects of its operations. IBA is required to review the plan regularly.

IBA's Corporate Plan 2008—13 was developed by the Board in July 2008 through a process of
planning and discussion. The plan sets the strategic direction for IBA. It is available on the IBA website:
www.iba.gov.au.

Responsible Minister

The Hon. Jenny Macklin, MP, Minister for Families, Housing, Community
Services and Indigenous Affairs (FaHCSIA), was the responsible Minister
for the whole reporting period.

Ministerial directions and general
policies of government

During 2009—-10, the Minister made no directions to IBA under section
1561 of the ATSI Act.

Previous Ministers exempted IBA from the requirement to comply with general government policies of:
* Australian Government property ownership

* cost recovery

« foreign exchange risk management

* the National Code of Practice for the Construction Industry.

Although exempted from complying with some aspects of foreign exchange risk management, IBA

is required to report foreign exchange exposures, gains and losses to the Department of Finance and
Deregulation. IBA is also required to comply with guidelines on the making of appointments to, and setting
of remuneration for, public offices established under legislation. During 2009—10 IBA was exempted, by
regulation, from compliance with most aspects of the National Consumer Credit Code.
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The IBA Board and its role

The IBA Board is appointed by the Minister. It comprises eminent Indigenous and non-Indigenous
members with extensive and varied business expertise. The Board consists of a Chair, a Deputy
Chair, and seven other members. The ATSI Act requires that the Chair and a majority of the Board are
Indigenous Australians.

In general, the IBA Board is responsible for:

* setting the strategic direction for IBA and identifying its strategic opportunities and risks, as per
section 149 of the ATSI Act

* preparing and reviewing IBA's Corporate Plan for consideration by the Minister

* appointing the Chief Executive Officer (General Manager) and overseeing the activities of the CEO
(GM) in carrying out his or her delegated duties, responsibilities and authorities

¢ supervising and evaluating the performance of the CEO (GM)

* approving and reviewing IBA's Budget, performance measures and input into the FaHCSIA Portfolio
Budget Statements

* determining IBA's governance policies, including the policy principles for establishing, directing and
monitoring Board Committees, and policy relating to staff terms and conditions

* monitoring and reviewing IBA performance against objectives, ensuring IBA strives for continuous
improvement, and reviewing Board and Board Committee performance

* monitoring new and emerging risks and the integrity of IBA's risk management framework
* preparing IBA's Annual Report

* completing an annual compliance report which asserts IBAs compliance with the Commonwealth
Authorities and Companies Act 1997 (the CAC Act) and related Regulations and Orders.

The Board is accountable to the Minister for the strategic and operational performance of IBA, and

strives to maintain a strong, positive relationship with the Minister. It is responsible for keeping the Minister
informed of IBA's activities and consulting the Minister in relation to significant decisions. Consistent with
longstanding government practice, the Board consults with the Minister in relation to the appointment of
the Chief Executive Officer (General Manger). The Minister also consults IBA about Board appointees
whenever there is, or expected to be a vacancy, as required by section 158 of the ATSI Act.

Directors have an individual responsibility to ensure that the Board is undertaking its role in accordance
with the ATSI Act and the CAC Act.

The Board recognises the importance of applying sound governance principles and practices to ensure
that IBA meets its objectives. This includes the processes by which IBA is directed, controlled and held
to account and in particular, the policies, structures and processes it uses to meet its objectives and its

legal and other responsibilities.

The Board implements the governance principles to:
* establish and disclose the respective roles and responsibilities of the Board and management

* exercise key Board functions efficiently and effectively, including ethical and responsible decision
making

* exercise sound Board governance processes to facilitate the achievement of IBA objectives
* strive for the continuous improvement of Board and IBA processes.

The IBA Board held six meetings in 2009—10. The composition of the Board is set out in Table 12 on page
4. All directors are non-executive directors. You can read their individual profiles from page 69 onwards.
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Board development and review: New Board members undertake a formal induction

into their role, including a meeting with the Chair and CEO (GM). They also receive a briefing pack
containing information and documentation relevant to Board processes, as well as relevant governance
documents, including copies of the ATSI Act, the Board Governance Charter, and recent Board papers
and minutes.

A commitment to ongoing director development is a commitment to the continuing improvement of the
entire organisation. Therefore, directors are required to pursue their own development and continuously
update their knowledge, to attain and maintain the levels of competence demanded of them. As such,
directors are, with the assistance of IBA, expected to undertake ongoing professional development that
is relevant, required and in line with IBA's needs.

Ethical standards: The Board has adopted a Board Governance Charter which provides for
a Directors’ Code of Conduct. The charter includes guidelines for dealing with directors’ conflicts of
interest—including material personal interests—in line with the requirements of the CAC Act.

Remuneration: IBAs directors are entitled to remuneration and allowances in accordance with
section 194 of the ATSI Act.

Details of directors’ remuneration and interests are set out in notes 15 and 16 of the financial
statements (pages 143-144).

Access to information and outside advice: Directors have access to all information
necessary (including previous agenda papers) to perform their duties.

Directors may obtain independent professional advice if they believe it is necessary to fulfil their due
diligence responsibilities, subject to making a request to—and obtaining the prior authorisation of—the
Chair. Where the Chair wishes to obtain independent advice, he or she is required to make a request to
and obtain the prior authorisation of two other directors.

Indemnity and insurance: IBA indemnifies current and former directors and staff against

any liability or costs incurred in connection with any claim brought against them as a result of or in
connection with their appointment to any office or position in IBA or a related entity. IBA has directors’
and officers' liability insurance cover through Comcover, the Australian Government's self-managed
fund. As part of its annual insurance renewal process, IBA reviewed its insurance coverage in 2009-10
to ensure that it remained appropriate for its operations.

During the year, no indemnity-related claims were made, and IBA knows of no circumstances likely to
lead to such claims being made.

The cost of directors’ and officers’ indemnity insurance for 2009-10 was $12,049.
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First appointed 29 June 2009 for five years

The role of the Chair is to ensure that the Board accomplishes its functions and responsibilities in
accordance with the ATSI Act.

Dr Dawn Casey, the Chair of IBA, is also director of the Museum of Applied Arts and Sciences, which
manages the Powerhouse Museum and the Sydney Observatory.

Dawn served as the Western Australian Museum’s CEO from 2005 to 2007, She is particularly well
known for her work as the director of the National Museum of Australia in Canberra. She oversaw the
construction and development of the museum, leading to its opening as a Centenary of Federation
projectin 2001.

Dawn has contributed greatly to Indigenous policies and programs and to Australia’s cultural heritage.
In senior executive roles in the Department of Prime Minister and Cabinet, she was responsible for
establishing the Council for Aboriginal Reconciliation, and for initiating the joint Commonwealth—State
response to the Royal Commission into Aboriginal Deaths in Custody.

At AusAlID, the Australian Government's overseas aid program, Dawn'’s responsibilities included
Multilateral Development Banks, the United Nations, the World Health Organization and other
international programs.

Dawn also represented Australia internationally on the Development Board for Commonwealth
Countries, the Global Environment Facility and on various United Nations delegations.

Dawn serves on a number of university boards and committees and is an Adjunct Professor at the
University of Queensland and Griffith University. She is also Chair of the Advisory Board for the Centre
for Cultural Materials Conservation at the University of Melbourne.

Dawn’s awards for achievements include:

* Honorary Fellow of the Australian Academy of the Humanities

* Honorary Doctorate of Arts, Charles Sturt University

* Honorary Doctorate of Philosophy, University of Queensland

* Australia Day Public Service Medal

 Centenary of Federation Medal

* Centenary of the Australian Public Service Medal

» Commonwealth Public Service Australia Day Medals (1985, 1988 and 1996)

* The Clem Cummings Award from the Royal Australian Institute of Architects.
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Mr Bob Blair

Deputy Chair

First appointed 3 July 1998
Reappointed 19 November 2009 until 31 August 2010

Bob Blair formed his interest in organisational administration and training during his 21 years of service
in the Australian Army. He is the administrator of the Dreamtime Cultural Centre in Rockhampton,
Queensland, which he joined in 1987.

Along with his extensive business background, Bob holds a Leadership in Management Medal from
the Australian Institute of Management, Central Queensland; and an Honorary Master of Business
Administration from the University of Central Queensland. His other awards include:

 Centenary Medal

 Australian Active Service Medal
* Australian Service Medal

* Defence Force Service Medal

* Australian Defence Medal

* National Medal

* Vietnam Medal

* Vietnam Star.

Ms Leah Armstrong

Director

First appointed 19 March 2001
Reappointed 16 June 2010 for two years

Leah Armstrong is a foundation member of the IBA Board, who for many years was the Executive
Director of Yarnteen Ltd, a not-for-profit Indigenous organisation based in New South Wales. For
17 years, Leah worked to ensure that Yarnteen was an effective commercial organisation with strong

governance, strategic direction and financial accountability. She brings to the Board valuable knowledge

of the issues that Indigenous communities face when taking the path of economic development.
Leah’s other directorships and committee appointments include:

* CEO, Reconciliation Australia

* Director, Australian Indigenous Minority Supplier Council

* Member of the National Policy Commission on Indigenous Housing

¢ Board member, Jobs Australia Foundation

* Board member, Hunter Region Sports Venue Authority.
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& Ms Valerie Cooms
Director

First appointed 16 June 2010 for three years

Valerie Cooms belongs to the Nunukul people of Minjerriba (also known as North Stradbroke Island)
and has six grandchildren. She is currently a Visiting Research Fellow with the Australian Institute of
Aboriginal and Torres Strait Islander Studies. She has extensive experience in government at both the
federal and state level. Valerie’s previous positions include:

» CEO of Queensland South Native Title Services

* Teacher, Access Division at Inverell and Tamworth TAFE colleges

* Lecturer and director, Oorala Aboriginal Centre, University of New England

* Chief Executive Assistant to the CEO of the Aboriginal and Torres Strait Islander Commission
* Assistant Manager, Royal Commission into Aboriginal Deaths in Custody Monitoring Unit

* Senior Vocational Officer and Manager of Aboriginal Programs, Department of Employment,
Education and Training

* Field Officer with the Aboriginal Health Program Cunnamulla (National Trachoma and Eye Health Program).

Valerie holds a Bachelor of Arts degree from the Australian National University, a Bachelor of Arts (with
Honours) degree from the University of New England, a Certificate IV in Assessment and Workplace
Training, and a PhD candidature from the Queensland University of Technology, Brisbane.

MS Jenny BOddington MA (Hons) Oxon, MAICD
Director

First appointed 19 March 2001
Reappointed 16 June 2010 for two years

Jenny Boddington holds a Masters degree in Metallurgy, Economics and Industrial Management from
Oxford University and is a member of the Australian Institute of Company Directors.

As the Head of Risk and Operations at OBE Lenders' Mortgage Insurance Limited (QBE LMI), Jenny
is responsible for credit policy, underwriting, claims and technology. OBE LMl is one of the leading
providers of mortgage insurance to the lending industry in Australia, New Zealand and Asia and has
played a major role in assisting home ownership over the past 40 years. She also holds various private
board directorships.

Before joining QBE LMI, Jenny spent 20 years in the investment banking sector, where she advised
companies on acquisitions, divestments, listings and capital raisings.

While a director of the private equity arm of Deutsche Bank, she made and managed investments on its
behalf in a variety of Australian industrial and infrastructure operations.
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@ Ms Judy Hardy

" Director

L

F Mr Peter Thomas
Director

First appointed 9 August 2004
Reappointed 19 November 2009 for two years

Judy Hardy brings to the Board knowledge of strategic planning, marketing, community consultation
and small business development. She is committed to a partnership approach to Indigenous economic
development.

Judy operates an independent national consulting business from Adelaide, South Australia, and is
owner and director of three other businesses operating in Australia, China and Morocco. She is also a
member of a number of national committees advising the Australian Government on substance abuse
and homelessness.

I Ms Gail Reynolds-Adamson waico

Director

First appointed 24 September 2007 for three years

Peter Thomas brings years of commercial experience to the Board, together with a commitment to
advancing Indigenous business and economic self-sufficiency.

Based in Sydney, Peter is a director of TFG International, a boutique consulting and advisory firm
offering high-level strategic advice to both the public and private sectors.

He holds a Bachelor of Commerce degree from Melbourne University and is a Fellow of the Institute
of Chartered Accountants, having been a partner with a ‘Big Four' firm for almost 25 years. He is also a
board member of Innovation Australia (an Australian Government entity) and a director of a number of
private sector companies. Peter also sits on the boards of a number of not-for-profit organisations on a
pro-bono basis.

l_- Mr lan Trust
Director

First appointed 10 May 2006
Reappointed 19 November 2009 for two years

Gail Reynolds-Adamson is an owner and director of Kepa Kurl Enterprises Pty Ltd, a locally owned
Aboriginal tourism company based in Esperance, Western Australia. Kepa Kurl operates two tour
companies and an Indigenous art gallery and gift shop. Gail also manages and operates a successful
consultancy business, providing services to mining companies and numerous government departments.
She is also a board member for Indigenous Community Volunteers and Tourism Western Australia.
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First appointed 31 November 2003
Reappointed 1 December 2007 for three years

lan Trust, a Gidja man from the East Kimberley region of Western Australia, is currently the Executive
Chair of Wunan Foundation; a director of Kimberley Group Training Incorporated; the Deputy Chair of
Kimberley College of TAFE; a committee member of the WA Aboriginal Education and Training Council;
and a director of the Indigenous Land Corporation.

lan was Chair of the Aboriginal and Torres Strait Islander Commission (ATSIC) Wunan (Kununurra
Region) Regional Council for nine years, and Zone Commissioner for the Kimberley for two years.

He was also instrumental in the establishment of the Wunan Foundation and Kimberley Group Training
Company (now Kimberly Group Training Incorporated) in the East Kimberley.

lan was awarded the Centenary Medal in 2001 for his services to the Indigenous people of the East
Kimberley, in the areas of social and economic development.

Ms Priscilla Collins
Director

First appointed 30 September 2006 for three years, Priscilla’s term expired on
30 September 2009.
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Committees

Two committees assist the Board to exercise its functions: the Audit and Risk Committee, and the
Finance and Investment Committee. A charter details the constitution, responsibilities, functions,
reporting and administrative arrangements of each committee. Other committees may be formed as
required, with specific terms of reference.

Audit and Risk Committee: The IBA Board established the Audit and Risk Committee in
compliance with section 32 of the CAC Act. It provides independent assurance and assistance to the
Board on IBA's risk, control and compliance framework, and its external accountability responsibilities.

Finance and Investment Committee: The Finance and Investment Committee was
established to provide assurance and assistance to the Board on IBAs financial performance and its
investment decision making.

The attendance record of directors at Board and Board Committee meetings is set out in Table 12.

Table 12: Board and Board Committee meetings, positions and attendance, 2009-10

POSITION NO.OF BOARD AUDIT FINANCE ADDITIONAL
YEARS AND RISK AND INFORMATION
(o]\ COMMITTEE INVESTMENT
BOARD COMMITTEE
DrD Casey IBA Chair 1 6[6] 0[3]
B Blair Deputy Chair 12 6[6] 5[6] Chair of the Audit and Risk
Committee from 1 July 2009 to
3 May 2010
L Armstrong  Director 9 5[6] Term ended on 18 May 2010;
reappointed on 16 June 2010
J Boddington Director 9 6[6] 3[3] Term ended on 18 May 2010;
reappointed on 16 June 2010
P Collins Director 3 2[2] Term ended on 29 September
2009
V Cooms Director 0 0[0] Appointed on 16 June 2010
J Hardy Director 6 6[6] 4[6]
G Reynolds- Director 4 4[4] Term ended on 9 May 2009;
Adamson reappointed on
19 November 2010
| Trust Director 7 6[6] 2[3]
P Thomas Director 3 6[6] 3[3] 3[3] Chair of the Finance and
Investment Committee
J Morison Independent  — - 6[6] Chair of the Audit and Risk
member Committee from 4 May 2010 to

30 June 2010. First appointed
(member) 11 March 2008 for

two years and then appointed
Chair of Audit and Risk Committee
4 May 2010. Jenny is a Chartered
Accountant with 30 years of broad
experience in accounting and
commerce. Her career has included
audit, taxation, management
consulting, corporate and
government advisory work.
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Internal governance arrangements

Internal governance arrangements within IBA include risk management, internal management
committees, appropriate ethical behaviour and fraud control, compliance assurance, and audit.

Risk management: The IBA risk management framework provides an integrated and structured
process to identify risk exposure across its activities and to assure that its exposure is adequately
controlled and addressed. A key objective is the early identification, assessment and mitigation of risks.

The risk management plan outlines the risk register and key strategies for addressing strategic

and business risks. The business continuity plan and the fraud control plan are important additional
components of the risk management framework. The risk register is reviewed at each meeting of the
IBA Board, and the risk management and business continuity plans are updated annually.

The Comcover Risk Management Benchmarking Program has recognised the ongoing positive impact
of IBAs risk management strategies and activities by rating IBA 7.7 out of 10 for risk management
performance, which is in the top percentile of Australian Government agencies.

Internal management committees: IBA has the following internal management committees
to support the Chief Executive Officer (General Manger) in the day-to-day administration of IBA:

* Executive Committee — the key internal governance committee for information sharing and decision
making.

* Risk Management and Integrity Committee — provides assurance to the CEO (GM) on the
controls designed to manage IBA's risks and to assist the improvement of business performance.

* Occupational Health and Safety Committee — develops and promotes initiatives to protect the
health and safety of employees, contractors and visitors.

* Workplace Consultative Committee — a forum for employee representatives and management to
discuss matters of broad impact on the effective functioning of IBA.

¢ Information Management Consultative Committee — a forum for the implementation of
significant IT changes in accordance with IBAs IT Strategy.

Appropriate ethical behaviour and fraud control: IBAs Values and Code of Conduct
require that staff maintain appropriate ethical standards, including the appropriate management of
conflicts of interest. The IBA fraud control plan is in line with Australian Government fraud control
guidelines and includes a fraud risk assessment as well as appropriate fraud prevention, detection,
investigation and reporting procedures. The fraud control plan is reviewed every two years by the Audit
and Risk Committee. The next review is due by December 2010.

Compliance assurance: IBA has a control framework consisting of policies; Chief Executive
Officer’s (General Manager's) Instructions and procedures; and an effective program for reviewing
training, and awareness and compliance. All IBA employees who have been delegated a specific
power and function are required to understand that delegation and exercise it responsibly and with
due care and diligence, in accordance with relevant statutes, IBA policies, CEQ's (GM's) Instructions
and procedures. IBA has programs in place to ensure compliance with the Anti-Money Laundering
and Counter-Terrorism Financing Act 2006 and the CAC Act, the latter of which provides for an annual
Compliance Report. Further assurance on IBA's compliance with relevant statutes is detailed below.

Audit: The Auditor-General (also referred to as the Australian National Audit Office) is IBA's external
auditor. The audit of IBA's financial statements is conducted in accordance with an audit strategy as
agreed to by the Auditor-General and IBA. The firm RSM Bird Cameron is responsible for implementing
IBAs internal audit program, which aims to provide assurance that key risks are being managed
effectively and efficiently including compliance with regulatory requirements and policies. The Audit and
Risk Committee is responsible for reviewing both internal and external audit reports and for monitoring
the implementation of audit recommendations.
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External review

External scrutiny of IBA includes parliamentary and ministerial oversight, freedom of information,
effective customer service and complaints handling, and judicial decisions and reviews by outside bodies
(such as the Ombudsman).

Parliamentary and ministerial oversight: IBA is a statutory authority of the Australian
Government and is accountable to both the Federal Parliament and the Minister for Families, Housing,
Community Services and Indigenous Affairs (FaHCSIA) (the Minister).

Freedom of information: The Freedom of Information Act 1982 (the FOI Act) provides access
for the Australian community to information held by the Australian Government, by:

* requiring that agencies publish the information
= providing a right of access to documents.

The Freedom of Information Amendment (Reform) Act 2010 was passed through the Commonwealth
Parliament on 13 May 2010, and the majority of the measures will come into effect on 1 November 2010.
The new legislation creates the Office of the Australian Information Commissioner and FOI Commissioner,
introduces an information publication scheme aimed at fostering the proactive release of government
information, restructures the exemption categories and creates a new tier of merits review. IBA is currently
working to develop an information publication plan to identify the operational information required to be
published and provide ways for members of the public to comment on relevant IBA policies. IBA will
implement changes to its website to ensure compliance with the amended legislation.

The most important change for IBA will be the introduction of a new category of ‘conditionally exempt’
documents. Personal information and information concerning a person’s business affairs were
previously exempt from disclosure under the FOI Act. Access will now be provided unless the release
of the information would be contrary to the public interest. These changes will make the majority of IBA
records accessible under the FOI Act. Documents that relate to IBAs commercial activities will continue
to be exempt from release.

At present, under the former FOI Act, IBA must publish a statement setting out IBA's role, functions,
structure, the documents held by IBA that are available for public inspection and how to access
those documents.

IBAis part of the Australian Government's Families, Housing, Community Services and Indigenous
Affairs (FaHCSIA) portfolio. Information about the portfolio can be found on the department's website,
www.fahcsiagov.au. Information about IBA—including details of its role and how it approaches this
role—can be found on the inside front cover of this report and online at www.iba.gov.au.

IBA's Board, Chief Executive Officer (General Manager) and delegates may exercise decision-making
powers under the following Acts, or parts thereof:

* Aboriginal and Torres Strait Islander Act 2005
* Commonwealth Authorities and Companies Act 1997

Members of the public can make representations in writing to IBA about a range of policies, the
administration of IBA, and any other matters related to the organisation. IBA provides:

* a Freecall™ phone line, email address and information on the IBA website
* timely information to clients to give them the opportunity to raise any concerns
* opportunities for stakeholder engagement

* instructions in its service charter on how to make complaints.
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Documents held are in the categories listed below by IBA as paper records or on optical audio or
digital media:

* briefs, submissions and reports

* administration documents from areas such as human resources, finance, property management and
resource management

* documents relating to the provision of IBA-specific services, including individual case files and papers
* separate records of Board and management meetings, such as agendas and minutes

* general correspondence and associated categories of documents according to subject matter
 ministerial, interdepartmental and general correspondence

* internal administration papers

* |BA policy documents and procedures

* copies of instruments of delegations, contracts and deeds

* requests for external advice and copies of notes and advice given

* briefing papers prepared for ministers

* answers to parliamentary questions

* training material

* FOl request files and papers dealing with consideration of those requests, including financial reports,
expenditure estimates and expenditure reports.

Requests for access to documents must be made in writing and include an address in Australia to which
notices and documents can be sent. Freedom of information applications are subject to administrative
charges. IBA provides applicants with an estimate of the administrative charges for each request. In
certain circumstances—such as financial hardship or if the release of the document in question is in the
general public interest—these charges may be waived under section 30A of the FOI Act.

Requests for access to documents under the FOI Act should be sent to:

FOI Coordinator

Indigenous Business Australia
PO Box 38

Woden ACT 2606

Telephone: 02 6121 2700

If applicants are dissatisfied with a decision made under the FOI Act, they may apply for an internal
review of the decision. Administrative charges may apply. In certain circumstances—such as financial
hardship or if the release of the document in question is in the general public interest—these charges
may be waived under section 30A of the FOI Act.
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FOIl requests in 2009—10: Table 13 summarises the year's FOI requests and their outcomes.

Table 13: Freedom of information statistics, 2009-10

ACTIVITY NUMBER

Requests

Onhandat1Jduy2009 "
New requests received 5
Total requests handled 6
Total requests completed at 30 June 2010 6
Onhandat30June 2010 0

Access in full 0

Access mpart ......................................................................................................................................................... 4 .
Access r e fuse(j ....................................................................................................................................................... 1
Access transferred in full 0
Requestwithdrawn 0
Norecords1

0-30 days 4
é 1_60 days ................................................................................................................................................................
.I nte ma| rewew ..........................................................................................................................................................
Onhandat1Jduy2009 .
Requests received 0
Decision affrmed 0
Deasmnamended .................................................................................................................................................. 1
Requestwithdrawn 0

A focus on customer service: The IBA customer service charter outlines its commitment
to quality service and details our processes for receiving and handling complaints. The complaint
management process ensures that any concerns clients may have in relation to the services or
decisions of IBA, or IBA-funded service providers, are taken seriously and dealt with promptly. The
process also ensures that IBA is able to learn from mistakes and continuously improve its practices and
processes and in turn improve the customer experience. In 2009-10, IBA reviewed and enhanced its
complaints handling process. Staff received complaints-handling training from the NSW Ombudsman’s
Office and Canberra Institute of Technology.

Judicial decisions and reviews by external bodies: There were no judicial decisions
or decisions of administrative tribunals that had a significant effect on the operations of IBA during the
2009-10 financial year.

The Commonwealth Ombudsman received one complaint about IBA and two concerning an IBA
subsidiary. The investigations into all three complaints were discontinued when the Ombudsman found
that no further action was warranted.
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Three older matters were finalised during 2009—10. One complaint was the subject of a report under
section 15 of the Ombudsman Act 1976.1BA substantially responded to that report and implemented
the Ombudsman’s recommendations. Notices of administrative deficiency were issued in respect of the
other two matters.

IBA received no reports (other than the report on the financial statements) from the Auditor-General in
2009-10.

Other statutory requirements

The following additional statutory reporting requirements are detailed in the CAC (Report of Operations)
Orders 2008 and other legislation.

Developments and significant events: There have been no developments since

30 June 2010 that have significantly affected or may significantly affect IBA's operations in future
financial years, the results of those operations in future years, or the authority’s state of affairs in future
financial years.

IBA has notified the Minister of significant events as required under Section 15 of the CAC Act. These
events relate to Output Group 1.1 — Equity and Investments, and are listed at Appendix A and at page 18.

Commonwealth Disability Strategy: This strategy provides a framework to assist
Australian Government departments and agencies to meet their obligations under the Disability
Discrimination Act 1992. The strategy provides for the inclusion of—and participation by—people
with a disability in Australian Government policies, programs and services. IBA reports on its progress
in implementing this strategy against its purchaser and provider roles. Details of IBA's performance in
implementing the Commonwealth Disability Strategy during 2009—10 are set out in Appendix C on
page 178.

Privacy Iegislation: IBA is subject to privacy obligations set out in its enabling legislation, the
Aboriginal and Torres Strait Islander Act 2005 (the ATSI Act). Section 191 of the ATSI Act provides
that certain people, including the IBA Board, Chief Executive Officer (General Manager) and staff must
not divulge or communicate to any person any information concerning the affairs of another person, or
produce to any person any document relating to the affairs of another person, unless the disclosure is
for the purposes of the Act or for a prosecution of an offence against the Act.

In addition, IBA collects, uses and records any personal information in accordance with the Information
Privacy Principles of the Privacy Act 1988.

Environmental performance and ecologically sustainable development:
Section 516A of the Environmental Protection and Biodiversity Conservation Act 1999 (the EPBC Act)
requires Australian Government organisations—including authorities such as IBA—to include in their
annual report a section detailing their environmental performance and their contribution to ecologically
sustainable development (ESD). In doing this, IBA is committed to the principles of ESD as detailed in
section 3A of the EPBC Act.

Table 14 details IBA's ESD activities in accordance with section 516A(6) of the EPBC Act.
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Table 14: 1BAs compliance with the EPBC Act, section 516A (environmental reporting)

How IBA's activities accorded
with the principles of ESD

Outcomes contributing to ESD

Activities that affect the
environment

Measures taken to minimise
the effect of activities on the
environment

Mechanisms for reviewing and
increasing the effectiveness
of measures to minimise

the environmental impact of
activities

IBA developed an Environmental Strategy with assistance from the
Australian National University Green Steps Program. This strategy focuses
on reducing the carbon footprint of IBA's corporate activities, through various
methods including more sustainable energy, water and waste management.
The IBA Occupational Health and Safety Committee has general oversight
of the strategy.

IBA's single appropriations outcome—improving the economic
independence of Indigenous Australians—focuses on economic and
social outcomes rather than environmental outcomes and as such has no
ESD implications.

There are a range of opportunities to reduce environmental impacts that
are being implemented within IBA's national office and regional offices and
specific IBA program activities.

IBA has implemented a recycling plan in its national office and installed
computers that are more energy efficient.

An awareness program has been implemented to reduce IBA's carbon
footprint.

IBA prepared a CEQ's (GM's) Instruction on procurement, which requires
staff to consider environmental impacts when procuring goods or services.

IBA uses an Environmental Management System in its construction activities
to identify and manage any potential environmental impacts.

The Environmental Strategy has identified a number of metrics to monitor
IBA's carbon footprint and environmental improvement in the workplace
(such as electricity usage, paper usage, consumables and staff travel). IBA is
committed to continual improvement in the management of its environmental
performance.

STAKEHOLDERS

Stakeholder Hayley Richards at the IBA Business Conversations event held in Darwin.

082 Stakeholders

082  Stakeholder engagement
083 Government
084  Industry partners

Indigenous Business Australia | Annual Report 2009-2010



Stakeholders

IBAs stakeholders include its past, current and potential clients; Indigenous groups and spokespeople;
industry partners; government agencies; and IBA's staff and Board.

Stakeholder engagement

IBA takes care to maintain effective relations with its stakeholders, recognising the vital role these
relationships can play in helping it achieve its vision of economic independence for Indigenous

Australians. A stakeholder directory and database tool has been developed to support IBAs stakeholder

management and focus.

Roundtable discussion: At the beginning of 2009-10, IBA Chair Dr Dawn Casey invited
Indigenous leaders and entrepreneurs from around Australia to a roundtable meeting to seek
innovative ideas for increasing the participation of Indigenous Australians in the mainstream economy.
Representatives of Indigenous chambers of commerce in Queensland and New South Wales—and
business operators in the construction, media, consulting and tourism fields—gathered in Sydney to
discuss their experiences and provide insight into how IBA might operate in the future.

This meeting formed an important part of IBA's strategic planning process, with participants encouraged

to contribute ideas on what works—and what work is still needed—to enable more Indigenous
Australians to become engaged in mainstream economic activity.

Business-focused events: During 2009—-10, IBA continued to deliver a series of business-
focused events on issues of relevance to Indigenous groups, corporations and individuals. This year
Business Conversations were held in Wollongong, Cairns and Darwin on topics including Doing
Business in our Changing Business Environment, Renewable Energy, and Getting On with Business in

the Northern Territory.

These events—run as small conferences with keynote speakers, guest presenters and an invited
audience—fostered dialogue and an exchange of ideas between individuals, groups and businesses.

NAIDOC Week: NAIDOC (National Aboriginal and Islander Day Observance Committee)
Week takes place in July each year and is a time for all Australians to celebrate the history, culture and
achievements of Aboriginal and Torres Strait Islander peoples. IBA has committed to its involvement

in this annual celebration through its Reconciliation Action Plan. Staff participate in NAIDOC Week
activities across the country and IBA holds a business breakfast in the city that hosts that year's national
NAIDOC ball. Now a signature event for IBA, the business breakfast is a platform to celebrate NAIDOC
Week and highlight the economic advancement of Indigenous Australians. Up to 100 guests attend the
event, which in both 2009 and 2010 featured an address by the Hon. Jenny Macklin, MP, Minister for
Families, Housing, Communities and Indigenous Affairs (FaHCSIA).

Government

In 2009-10 IBA contributed to a wide range of forums established at Australian, state and territory
government levels, and aimed at furthering Indigenous economic development. This reflects the extent
to which IBA already works closely with different government agencies.

IBA is able to provide advice based on practical experience, having assisted many thousands of
Indigenous Australians to participate in business, employment and home ownership opportunities
during its 20 years in operation. Drawing on this experience, IBA looks forward to working closely with
all stakeholders to help finalise and implement the Australian Government's Indigenous Economic
Development Strategy released in May 2010.

IBA is also a member of the Indigenous Tourism Working Group established under the auspices

of the Tourism Ministers’ Council to assist in implementing the Australian Government's National
Long-Term Tourism Strategy announced in December 2009. In this forum, IBA contributes advice on
how to improve Indigenous participation in sustainable tourism businesses, based on its experience
fostering and supporting many such businesses over the long term.

Following the release in July 2009 of the revised Indigenous Employment Program (which includes
business support elements), IBA and the Department of Education, Employment and Workplace
Relations (DEEWR) began working together on the formal alignment of this program and IBA's
Business Development and Assistance Program, to avoid potential overlap and duplication and to
ensure a seamless experience for clients transitioning between the two agencies. This work will be
finalised in 2010—-11.

In 2009-10, IBA established two new projects in conjunction with Commonwealth departments. The
first of these is exploring Indigenous business development opportunities in Katherine in the Northern
Territory, and is managed by IBA with funding provided by FaHCSIA. The second project involves
assessing the expansion of a five-step, grassroots Indigenous small business development model—

Left to right: Romeo Crow Chief, Chair of the Aboriginal
Financial Officers Association; Ellen Ruth Zeisler, Consul
and Senior Trade Commissioner — Consulate General of
Canada; Rod Murray, Economic Development Officer —
North Queensland Land Council; and Carlton Hughes,
Canadian Consulate — Lowy Institute of International
Policy, at the Business Conversations event held in
Cairns on 19 March 2010.

Left to right: Violet Green, Department of Education,
Employment and Workplace Relations employee;

Leah Armstrong, IBA Director; and Chris Noel, Manager
of Jumbulla Aboriginal Discovery Centre, at the
Wollongong Business Conversations event held on

22 October 2009.
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Left to right: Dr Alf Bamblett, CEO of Victorian
Aboriginal Community Services Limited; the Hon. Jenny
Macklin, Minister for FaHCSIA; and Dr Dawn Casey, IBA
Chair, at the business breakfast held in Melbourne on

9 July 2010.

Left to right: Ellen Ruth Zeisler, Consul and Senior Trade
Commissioner — Consulate General of Canada, and

IBA employee Janet Higgins, at the Darwin Business
Conversations event held on 22 March 2010.
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previously undertaken in Galiwin’ku, Northern Territory—to selected communities in Queensland and the
Northern Territory. IBA and DEEWR funded scoping studies for these additional communities—Palm
Island; Mornington, Doomadgee and Normanton in Queensland's Mount Isa region; and Maningrida in
the Northern Territory—in the latter part of 2009—-10.

Industry partners

IBA continued to develop its strong relationship with the private sector in 2009—10, particularly the
larger corporations with which IBA maintains joint venture projects and investments.

Financial institutions: IBA has built on the work it commenced in previous years, establishing
relationships with private sector lenders to encourage direct lending to Indigenous business and home
loan applicants.

In 2009-10, in cooperation with a number of private sector lenders, IBA commenced a targeted
campaign to contact well-established IBA home loan clients. IBA contacted 115 home loan clients

with the objective of providing these clients with information on home loan products from alternative
financial institutions, thereby raising awareness of finance options that may better suit their needs. By
encouraging some |IBA clients to consider switching to a private sector home loan, additional IBA capital
will be made available to eligible applicants currently waiting for an IBA home loan. This program is
being evaluated for continuation in 2010-11.

The partnership between IBA and National Australia Bank (NAB) through the Indigenous Entrepreneur
Microenterprise Program continued in 2009—10. Under the program, IBA provides clients with support,
advice and mentoring for business planning and development, while NAB provides microfinance
business loans of between $500 and $20,000 (see page 61).

Construction partnerships: Following the formation in 200809 of the Delivering Regional
Innovative and Indigenous Vibrant Economies (DRIIVE) consortium between IBA, Leighton Contractors
Pty Ltd, BlueScope Steel Limited, and Sinclair Knight Merz, IBA has continued to explore opportunities
for delivering residential, commercial and civil construction projects in regional and remote locations in a
way that maximises economic opportunities for local Indigenous Australians.

On 15 March 2010, the Government of Western Australia announced a Leighton Contractors Pty Ltd
and IBA joint venture (known as the Moonamang Joint Venture Pty Ltd) as the preferred proponent for
the first phase of the $220 million Ord—East Kimberley Expansion Project. Construction commenced
with the turning of the first sod near Kununurra on 14 May 2010. The first phase of construction

will deliver 19 kilometres of irrigation channel, a 13-kilometre road extension, and irrigation control
structures. The joint venture is also delivering an Indigenous and Community Development Program in

collaboration with the traditional owners of the development area, the Miriuwung Gajerrong people. This
program is boosting the local Indigenous workforce and increasing business participation.
While the Ord—East Kimberley Expansion Project will continue to provide benefits in the near future,

IBA will also explore with its partners further opportunities for Indigenous economic benefits through
mejor infrastructure spending. Staff member Marlene Hewitt taking part in the Darwin 2009 NAIDOC Week march.
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Staff

IBA staff are committed and passionate about their roles. They come from diverse cultural backgrounds
and experiences, and around one-quarter (22 per cent) are Indigenous Australians.

Attracting and retaining employees

IBA's employment conditions and staff management practices reflect the commercial business focus
of the organisation, yet are also sensitive to the cultural and social needs of staff. For example, IBA
supports staff participation in NAIDOC Week celebrations, Emergency Services activities, Australian
Defence Force Reserves and major sporting events.

Collective Agreement: Al eligible IBA staff members have terminated their Australian
Workplace Agreements in line with the Australian Government's plan to phase out this program, and are
now covered under a new Collective Agreement. The unanimous uptake is an indication that all staff
endorse the negotiated conditions of this agreement. IBA's Collective Agreement provided staff with

a 4.3 per cent salary increase from 1 July 2009, subject to satisfactory performance. Staff at all levels
are also eligible for bonus payments based on individual and team performance against measured
outcomes. The current agreement applies until the end of 2011 and negotiations for a new agreement
will commence in late 2010.

Learning and development: Learning and development activities focused on improving
business and leadership skills continued throughout 2009—-10. IBA supported staff in their studies,
which ranged from certificate-level courses in business administration through to tertiary and
postgraduate courses. Managers also received training in staff selection to better match people and
positions, with the ultimate aim of reducing turnover and providing a more stable workforce.

In 2009-10 IBA also developed a new procedure for dealing quickly and effectively with client
complaints. All front-line staff receive customer service training through the NSW Ombudsman'’s Office.
Program Complaints Officers who deal with more complex complaints undergo complaints-handling
training through the Canberra Institute of Technology.

All new and existing staff receive cultural awareness training to strengthen their understanding of
Indigenous social, historical and environmental factors.

Equal employment initiatives: IBAs policies and procedures continue to promote the
organisation as an equal opportunity employer and ensure that all selections are based on merit. All staff
are provided with professional services and the workplace can be adjusted to allow for any employee
disability, through the provision of any special equipment or support.

Employee su perannuation: Al staff currently receive at least 15.4 per cent superannuation
and have a choice of funds. IBA's default superannuation scheme, the Public Sector Superannuation
Accumulation Plan, provides members with generous automatic income support, and invalidity and
death insurance at competitive rates.

Industrial relations: IBA has a Workplace Consultative Committee to facilitate positive
interaction between employee representatives and management on matters of interest and concern.
The committee met on four occasions in 2009—10 to discuss a range of topics including the employee
survey (see below), office relocations and IT services.

Employee assistance program: IBA has in place a free personal counselling service for
IBA employees and their families. Counselling is confidential and covers a range of services to assist
staff with issues that may be affecting their work, either directly or indirectly. This professional, external
service provider can provide counselling on personal issues as well as work-related issues. Individuals,
couples, families, teams and in some cases clients can also access psychological support through the
service.
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Sarah Neal joined IBA as an Indigenous cadet in 2009 while she completes her studies for a Bachelor of Social
Science at the University of Newcastle.

Indigenous employment strategy

Through its Indigenous Employment Strategy and Reconciliation Action Plan, IBA supports the
employment, retention and advancement of Indigenous Australians in its workforce with ongoing efforts
to increase that ratio in coming years. At present, 22 per cent of IBA's employees identify themselves

as Indigenous Australians. Key employment strategies to attract and retain Indigenous staff include
cadetships, graduate placements, secondments, hosting trainees and identifying certain positions as
Indigenous-specific. During 2009—10, two IBA-hosted trainees received employment contracts with IBA.

IBA offers entry-level opportunities for young Indigenous people including:

* Indigenous trainees — for school leavers seeking a Certificate II-IV in business or business-related
studies

* Indigenous cadets — for university students seeking to combine study with practical work experience

* Indigenous graduates — for university graduates wanting to apply their knowledge within a
work environment.

Vacancies continued to be advertised in the national and Indigenous press and with agencies
specialising in Indigenous employment. IBA also participates in Australian Public Service Commission
bulk Indigenous recruitment exercises for graduates and cadets. As at 30 June 2010, IBA employed
and supported seven cadets and two graduates. IBA also hosted two Indigenous trainees and
supported their studies through a number of levels of an accredited Certificate of Business with
Regional Group Training (a Registered Training Organisation).

Employee survey

IBA utilises numerous staff forums and other communication strategies to gain employees’ views on—
and input into—the organisation’s major strategic issues. Via the Workplace Consultative Committee,
staff can put forward and discuss with senior IBA management any issues that are impacting or may
potentially affect them. The aim of this interaction is to identify actions that will minimise negative effects
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on employees without adversely affecting required outcomes.

The employee survey is also an important mechanism for highlighting high-priority issues that require
action. It also assists in monitoring IBA's performance against external benchmarks and previous staff
survey results.

In coming months, employees will have the opportunity to participate in developing actions to address
issues identified as high priority.

Staff profile

In 2009-10, employee numbers stabilised at around 240 Australia-wide, after four years of steady
growth. IBA employees are located in all states and territories, with almost 15 per cent employed in
regional Australia.

There are 12 employees working part-time and six employed on a casual basis, which brings IBAs
Full Time Equivalent staffing level to 230.

Table 15: IBA staff numbers by classification and location, 30 June 2010

STAFF ACT NSW NT QLD SA TAS VIC WA TOTAL
Chief Executive Officer 1

o
o
o
(@]
o
(@]
(@]

! Includes the Chief Finance Officer and also includes two casual staff working on short-term projects.

Occupational Health and Safety

As an Australian Government employer, IBA has a duty of care to provide a workplace where employees
are free from risks to their health and safety. IBA takes this obligation seriously and recently commissioned
an external consultant, SRC Solutions, to review its Occupational Health and Safety (OH&S) management
systems and compliance with the Occupational Health and Safety Act 1991. The overall objective of this
gap analysis was to review, at a strategic and policy level, the quality of IBAs existing OH&S management
system and the level of compliance against prescribed legislative requirements.

SRC Solutions utilised an assessment tool based on Comcare’'s OH&S Management Systems
Assessment tool and the Australian Standard AS/NZS 4801:2001 Occupational Health and Safety
Management Systems.
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The findings and recommendations from this review were that “IBA has clearly done a lot of work over
the past two years to introduce more effective systems, robust policies and procedures, and the training
of IBA staff to ensure that everyone understands their roles and responsibilities in relation to work safety”.

The consultant concluded that “IBA is largely compliant with Commonwealth OH&S legislative
requirements” and made five recommendations to ensure full compliance. These are predominately
focused on developing OH&S contractor management, plant management, and procurement

policies and procedures. IBAs OH&S Committee is currently reviewing the report and will make
recommendations to senior management and develop proposed actions to address the identified gaps.

For the second year running, IBA staff participated in the Global Corporate Challenge (GCC), a simple
and effective health and wellbeing program that encourages people to increase their daily physical activity.
Each staff member receives a website login and pedometer to measure their daily steps, which they enter
into a personal login over 16 weeks. Participants receive regular motivational emails and are encouraged
to form teams of seven individuals and engage in a healthy competition with other IBA teams. In the
2009-10 financial year, there was a b7 per cent increase on those who participated in 2008—09.

Workers com pensation: The IBA workers compensation premium for 2009-10 was set at
0.63 per cent of salary and wages, and reduced to 0.62 per cent as a result of IBA's performance in
claims management. This compares favourably with the average 1.25 per cent premium rate for the
Australian Government sector. The workers compensation premium for 2010—11 has been set at
0.42 per cent of salary and wages.

Comcare investigations: Comcare did not conduct any investigations into workplace safety at
IBA during the 2009-10 financial year.

Improvement notices: IBA was not issued with any workplace safety improvement notices
during 2009-10.

Incident/hazard reports: There were 21 incident/hazard reports submitted during 2009—-10,
three of which resulted in Comcare insurance claims.

Organisational structure

IBA is a statutory body, subject to the provisions of the Commonwealth Authorities and Companies Act
1997 (the CAC Act) in relation to reporting and accountability, banking and investment, and conduct of
officers. At the operational level, three of IBA's branches operate as business branches responsible for
delivering IBA's four programs, and its other branches have enabling or supporting functions.

The three business branches, or program areas, correspond to output groups for the purposes of
performance reporting:

* Investments delivers the Equity and Investments Program (Output Group 1.1)

* Homes delivers the Home Ownership Program (Output Group 1.2) and the Home Ownership on
Indigenous Land Program (Output Group 1.4)

* Enterprises delivers the Business Development and Assistance Program (Output Group 1.3).

For an overview of the functions and performance of the Equity and Investments Program see page 18,
of the Home Ownership Program see page 39, of the Home Ownership on Indigenous Land Program
see page 51 and of the Business Development and Assistance Program see page 54.
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Figure 28: Organisational structure, 30 June 2010

The Hon. Jenny Macklin, MP
Minister for Families, Housing, Community Services and Indigenous Affairs

IBA Board Chair
Dr Dawn Casey

90

CEO (GM)
Bruce Gemmell

Deputy CEO Deputy CEO
Kaely Woods Dianne Rimington
(Business Support) (Commercial)
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Executive profiles

Bruoe Gemmell BEc, FAICD

Chief Executive Officer (formerly referred to as
General I\/Ianager): Bruce joined IBA in April 2010 after three years
as principal of a management consultancy business. Bruce served over

30 years within the Commonwealth public sector in various senior executive
roles, including his last position as Deputy CEO of the Civil Aviation Safety
Authority. As CEO of IBA, Bruce is responsible for managing IBAs day-
to-day administration in line with policies determined by the Board. He is
assisted by the Canberra-based executive team in working to ensure IBA
meets its corporate objectives.

Kaely WOOdS BEc, GAICD

Deputy Chief Executive Officer — Business Support:
Kaely joined IBA in 2005 and heads the functions of IBA that focus on
enabling and supporting business. She has 23 years of experience in
Indigenous affairs, particularly around Native Title and land rights. This depth
of experience and her tertiary education in economics and Indigenous
studies have enabled her to make a rich contribution to the development

of new IBA policy and partnership approaches with Indigenous groups,
industry and government.

Dianne Rimington s.comm, Fora, maico

Deputy Chief Executive Officer — Commercial:

Dianne joined IBA in May 2010, bringing with her 28 years of experience
in the public sector. This included roles in executive and corporate
management, financial management, economic analysis, policy advice

and development, program delivery and audit, with emphasis on the
transport, health and education industry sectors. Dianne oversees the three
business branches of IBA—Investments, Homes and Enterprises—that are
responsible for delivering IBA's four output groups.
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Members of IBA's executive team: (left to right) Chris Smith, Satish Kumar, Colin Clements, Simon Barker,
Paul Howorth, Peter O'Neill, Graeme Boulton and Kirsty Gowans. (Not pictured: Val Price-Beck.)

Chris Smith caico

Head of Investments: Chris joined IBA in 2002, bringing extensive experience in facilities

and contract management. Chris has a strong background in contract management and corporate
administration, having held senior positions with the Spotless Group prior to joining IBA. Chris is head of
Investments, which provides commercial and strategic investment opportunities for Indigenous groups
via joint venture models that enable direct investment participation.

Satish Kumar ca cea

Chief Financial Officer: Satish joined IBA in 2007 after over 25 years of financial management
and consulting experience in the retail and investment banking industries. Satish is responsible for
ensuring IBA's budgeting and financial controls are within the Australian Government's financial
framework. Satish heads up the Finance team, which is responsible for budgeting, financial reporting and
management accounting for IBA's program delivery areas, subsidiaries and associate investment entities.

Colin Clements caco

Head of Homes: Colin has more than 15 years' experience in the public sector, involved primarily
with Indigenous home ownership programs and initiatives. Prior to joining the public sector he held
senior management positions in the commercial banking sector. Colin heads the Homes branch, which
facilitates Indigenous Australians’ participation in home ownership by providing tailored home loans and
other assistance measures through the Home Ownership Program and Home Ownership on Indigenous
Land Program.

Simon Barker B Fin Admin, MEc, CA, CISA

Head of Enterprises: Simon joined IBA in May 2009 as a highly experienced business executive
with over 25 years in the banking industry, and additional experience in public accounting and risk
management. Simon is head of the Enterprises branch, which helps Indigenous Australians enter into and
succeed in business by offering finance to new or established businesses, as well as professional support
during all stages of business development.
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Paul Howorth

Head of Constructions: Paul joined IBA in 2010 on a part-time basis, to assist with the
development of a future strategy for IBA Constructions. Paul has over 15 years' experience in
consultancy and law, with 10 of those years focused on advising all levels of government and various
Indigenous organisations on Indigenous housing and development policy.

Paul is the head of IBA Constructions, which since 2006 has project-managed the construction of
housing, infrastructure and community facilities for the Australian Government and for IBA, with an
emphasis on leveraging economic development opportunities for Indigenous Australians. The branch
has a mix of strategic planning, design and project management expertise. IBA is currently looking at
options for future involvement in the construction sector.

Peter O,NeI” MBA, MAICD

Head of Corporate: Peter joined IBA in 2005 following roles with CRS Australia in strategic
management and business strategies. He also brings with him the experience gained from 20 years

of service with the Royal Australian Air Force in numerous roles ranging from engineering, technical
training and leadership development to personnel management and business process improvement.

As the head of the Corporate branch, Peter oversees IBA's communications, media and marketing,
governance reporting, ministerial liaison, human resources, information and communications technology,
as well as records, property and security management.

G raeme BOU|tOﬂ B.AppSc (Mathematics and Computing), GradDipEd

Head of Policy and Partnerships: Graeme joined IBA in 2005, bringing with him extensive
experience in the retail banking industry. Previously he worked in several senior management positions
at Westpac, in product development and loan portfolio management—particularly home lending,
operational governance, strategic projects and mortgage operations. Graeme has a strong background
in research and analysis, having worked in strategy and research functions in financial institutions before
joining IBA. Graeme is head of the Policy and Partnerships branch, which provides high-quality policy
advice and research and development of policy options, while ensuring effective engagement with key
stakeholders, and implementing and coordinating strategic projects and processes across IBA.

FINANCIAL

Head of Legal Services: Kirsty joined IBA in 2008, with over 10 years' experience working
in Indigenous affairs. Since 1995, she has held positions in the Aboriginal Complaints Unit, NSW

Ombudsman’s Office, Race Discrimination and Human Rights Unit, the Human Rights and Equal

Opportunity Commission, North Australian Aboriginal Legal Service, Northern Land Council, and
FaHCSIA. Kirsty's qualifications include graduate diplomas in Legal Practice and Aboriginal and Torres
Strait Islander Studies. As the head of Legal Services, she is responsible for providing legal support and

services to the Board and IBA, and plays a key role in overseeing IBA's governance, compliance and
legal risk management.

Val Price-Beck wvsa cacp 096 Index to the Financial Statements 07

Head of Special Projects: Val is a Kamillaroi woman from New South Wales, who joined IBA in
1993 after a career in the banking industry. During her time at IBA Val has also managed IBA's Investment
and Corporate branches. She is now developing an Indigenous employment and training framework to
enable IBA to work with the Australian Government's Indigenous Economic Development Strategy’s focus
on Indigenous employment.
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In our opinion, the attached financial statements for the year ended 30 June 2010 are based on
properly maintained financial records and give a true and fair view of matters required by the Finance
Minister's Orders made under the Commonwealth Authorities and Companies Act 1997.

In our opinion, at the date of this Statement, there are reasonable grounds to believe that IBA will be
able to pay its debts as and when they become due and payable.

This Statement is made in accordance with a resolution of the Board of Directors.
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Chair Director
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CEO (IBA General Manager) Chief Financial Officer
14 September 2010 14 September 2010
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Independent auditor’s report

Australian National

Audit Office

IMDEFENDBENT ALUDITOR'S REFORT
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bln L

I have wodited the accompanying financial statements of Indigesous Business Ausqralia
and ecanrolled enimics for the year ended 30 bene 20000 which comprise: a Statement by
Dircctoms, Chicf Excoutive and Chiel Finascial Officer; Stamtemen of Comprebensive
Income; Balance Sheet; Smiemen of Changes in Eguity: Cash Flow Statoment; Schodule
ol Commitments; Schedule of Coniagencies; Schalale of Assel Addithons; snd Mobes 1o
and Formimg Part of the Financial Stetomonis, nchading & Summary of Sigsifeant
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The Directors ' Responcibility for the Fimancial Stedrmemi

The Dircctors of Indigonoes Business Australia sre resposaihle fior the prepamtion and fair
presesistion of the fimencial sistements in sccordence with the Finance Minister's Ordors
mads endcr the Commonmealth duthorincs ond Comgarsiel Aol FoT, iruhndi.ng he
Australian  Accowmling  Standands  (which  include the Ausimhes  Accesniling
Intgrpretales ). This responsiility includes essblishing snd mainiaining inlemal controls
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the circumstances.

Awditor s Respansibilige

by responsibility is to express an opinion on the financial ststerments based on my audit
| have comdactod sy sadil = sccondance with the Awwiraliss Natiossl Awdii Ofice
Ausditing Standands, which meorporate the Australisn Auditing Standands, Thesc sadinng
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An audit invedves performing procedurs o ablain ssdit evidence shoat the amounis and
disclosures in the financial stalements. The procedanes. selectod depend on the sadilor's
qudgemeen, mchading the msessment of the nsks of matenial misststerment of the Gnancial
simaments, whesher due 1o fraud or ermor. In making thoso nek asscsamoits, the audsiar
gonsiders intermad comimol relevent o Indigenous Business Australia’s proparstion and far
preseniation of the Bnancial sisoments i onder 1o deipn sudil procedarcs thar are

L) e P00 OB s, 0T MR
P Pl el AT O ACT D
Facray 5 G500 TR Wam G511 44 271

‘"

appropriale i B cincumsianoes, bt nod for e purposo of oxpressmg an opinion on the
effectivencss of Indigenous Business Ausiralis’s imiemal comtml. An audit slso includes
evalualing the appropnalencs of accousting policics wsod and B ressosablencss of
socoaniing estimates made by the Direciors, as well i evaluaiing the overall presentation
al the hnancal stalgmenls

| believe that the ssdil ovadence | have chilamed is suflicient and sppropnale & provide a
Thets oy pyy msdit opinion

Independence

In comducting the mudit, | have fodlowed the independence requirensents of the Ausiralisn
Masanal Awdit Dlbee, whach scomorate the oguircments of 1he Australian aoouni=g
o fess s,

Auditor's Chpining

In myy opindon, the fimencial ststements of [sdipencos Busisess Australis and costrolled
il

{a) have Been prepared in scoordesce with the Finsnce Minister's (reders made under
thie Crmmowaeedih Authorinies and Companies Aot 1997, mehading the Australian
Accounting Stasdeeds; and

(Bh give a wuc and Bir view of the maflers regaired by the Finamsce Minster™s Onders,
including Indigenous Busimess Ausiralia’s and conirolled entities' inancial position

& s M0 June 2000 amd b A=ancial |'H.-.|'|:|||1||:|.ru.'.|_' wd e o Tog (ke VAT then
ended.

Mssiralisn Mational Audit Odlice

John MeCallough
Aiadil Prancipal
Delegamie of the Audiior-{encml

Canboma
16 Seprember 2000
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Indigenous Business Australia

Statement of Comprehensive Income

for the year ended 30 June 2010

Employee benefits

Suppliers' expenses

Grants

Depreciation and amortisation
Finance costs

Write-down and impairment of assets
Losses from asset sales

Other expenses

Total expenses

Own-source revenue

Sale of goods and rendering of services
Interest

Dividends

Rental income

Other

Total own-source revenue

Gains

Sale of assets

Other

Total gains

Total own-source income

Net cost of (contribution by) services

Revenue from Government

Share of operating surplus of associates using the equity method
Surplus (Deficit) before income tax on continuing operations
Income tax expense

Surplus (Deficit) after income tax on continuing operations

Surplus attributable to non-controlling interests

Surplus (Deficit) attributable to the Australian Government

Notes

3A
3B
3C
3D
3E
3F
3G
3H

4A
4B
4C
4D
4E

4F
4G

4H
41

Consolidated Corporation
2010 2009 2010 2009
$000 $'000 $'000 $'000
49,244 51,116 24,882 23,392
71,326 75,083 29,146 35,127
9,205 8288 9,205 8,288
5,063 5,249 1,244 1,272
1,065 563 1 4
69,498 18,781 59,309 9610
21,667 75 20,855 75
- 291 - 292
227,068 169,446 144,642 78,060
65,944 75,013 10,171 12,682
43,856 51,568 42,100 47887
20 18 8,941 9,165
11,843 10,948 59 221
5,756 723 1,186 808
127419 138,270 62,457 70,763
846 1,005 2,020 1
1,194 19,184 1,144 12,935
2,040 20,189 3,164 12,936
129,459 168,459 65,621 83,699
97,609 987 79,021 (5,639)
38,840 37402 38,840 37402
2,586 1,642 1,795 1,350
(56,183) 38,057 (38,386) 44,391
322 1,139 - -
(56,505) 36918 (38,386) 44,391
2,706 3,352 - -
(59,211) 33,5666 (38,386) 44,391

Indigenous Business Australia

Statement of Comprehensive Income (continued)

for the year ended 30 June 2010

Changes in asset revaluation reserves
Total other comprehensive income after income tax
Total comprehensive income (loss)

Total comprehensive income attributable to non-controlling interests

Total comprehensive income (loss) attributable to the Australian
Government

Consolidated Corporation

2010 2009 2010 2009

Notes $'000 $'000 $'000 $'000
5163 (6,244) (8,655) (4,347)

5,163 (5,244) (8,655) (4,347)

(51,342) 31,674 (47041) 40,044

4,386 4,623 - -

(55,728) 27,151 (47,041) 40,044

The above statement should be read in conjunction with the accompanying notes.



Indigenous Business Australia

Balance Sheet
as at 30 June 2010

Financial assets

Cash and cash equivalents

Trade, loans and other receivables

Investments accounted for using the equity method
Investments

Deferred tax assets

Total financial assets

Non-financial assets

Land and buildings

Property, plant and equipment
Investment property
Intangibles

Inventories

Other

Total non-financial assets
Total assets

Payables
Suppliers

Tax liability
Other

Total payables

Interest bearing liabilities
Other
Total interest bearing liabilities

Provisions
Employee provisions
Other

Total provisions
Total liabilities

Net assets

Parent entity interest
Contributed equity
Reserves

Retained surplus

Total parent entity interest

Attributed to non-controlling interest
Contributed equity

Reserves

Retained earnings

Total non-controlling interest

Total equity

Notes

TA
7B
7C,D
TE,F
7G

8A,C

8B,C
8D
8E
8F
8G

9A
9B
9C

11A
1B

The above statement should be read in conjunction with the accompanying notes.

Consolidated Corporation
2010 2009 2010 2009
$'000 $'000 $°000 $'000
120,175 129,339 99,358 71,415
449,553 478812 482,797 512,193
27,382 23,137 24,951 20939
178,199 240378 317577 383313
250 902 = =
775,559 872,668 924,683 987860
15,125 12,639 1,735 1,191
16,463 15,094 1,230 1,695
150,559 133,449 2,480 2,759
6,471 9763 193 444
1,896 2,108 - -
1,260 1,878 450 246
191,774 174,316 6,088 6,235
967,333 1,046,884 930,771 994,095
6,339 8545 3,821 3878
34 143 = =
7,385 33347 3,137 12,851
13,758 42,035 6,958 16,729
12,147 7419 - -
12,147 7419 - =
5,140 5,623 4,260 4,036
4,070 4,397 1,089 995
9,210 10,020 5,349 5,031
35,115 59,474 12,307 21,760
932,218 987410 918,464 972,336
718,800 725,504 718,674 725,504
9,714 5,060 9,892 18,647
183,105 241528 189,898 228,284
911,619 972,092 918,464 972,335
14,462 10,896 - =
1,680 1,171 = =
4,457 3,251 = -
20,599 15318 - =
932,218 987410 918,464 972,335

Indigenous Business Australia

Balance Sheet (continued)
as at 30 June 2008

Financial assets

Cash and cash equivalents

Trade, loans and other receivables

Investments accounted for using the equity method
Investments

Deferred tax assets

Total financial assets

Non-financial assets

Land and buildings

Property, plant and equipment
Investment property
Intangibles

Inventories

Other

Total non-financial assets
Total assets

Payables
Suppliers

Tax liability
Other

Total payables

Interest bearing liabilities
Other
Total interest bearing liabilities

Provisions
Employee provisions
Other

Total provisions
Total liabilities

Net assets

Parent entity interest
Contributed equity
Reserves

Retained surplus

Total parent entity interest

Attributed to non-controlling interest
Contributed equity

Reserves

Retained earnings

Total non-controlling interest

Total equity

Notes

23A

23B
23C,D
23E, F

23G

23H,J
23l,J
23K
23L
23M
23N

230
23P

23R

23S
23T

The above statement should be read in conjunction with the accompanying notes.

Corporation
2008 2008
$'000 $'000
107727 56,323
470,143 501,948
24,420 20,803
218,095 348,755
238 =
820,623 927,829
1,052 886
8,982 801
145,795 10,688
7615 484
637 =
214 450
164,295 12,967
984,918 940,796
13,039 9,608
30 =
27,747 25,380
40,816 34,988
7221 =
7221 =
4,693 3.687
13,123 8.342
17816 12.029
65,853 47.017
919,065 893.779
686,996 686,996
11,475 22,894
210,123 183,889
908,594 893,779
9,438 =
1,033 =
10,471 _
919,065 893,779

During 2009-10, the following entities have been reclassified from Interest in Associates to Interest in Subsidiaries:

1. Gagudju Crocodile Hotel Trust
2. Kakadu Tourism (GCH) Pty Ltd
3. Gagudju Lodge Cooinda Trust
4. Kakadu Tourism (GLC) Pty Ltd

Please refer to Note 1.13, The comparative information for 2008-09 and 2007-08 financial years has also been restated in compliance with AASB 101.10() to
reflect the re-classification. The netimpact on investments aggregate to $20.800 million as at 30 June 2009 and $14.517 million as at 30 June 2008.



Indigenous Business Australia
Statements of Changes in Equity

as at 30 June 2010
Consolidated
Retained earnings |Asset revaluation reserves |Contributed equity/capital | Total equity
2010 2009 2010 2009 2010 2009 2010 2009
$°000 $'000 $°000 $'000 $°000 $'000 $°000 $'000
Opening balance
Balance carried forward from previous period 244,779 209911 6,231 14908 736,400 686,996 987410 911815
Adjustment for errors 51 (1,444) = (3/433) = = 51 (4,877)
Adjusted opening balance 244,830 208,467 6,231 11,475 736,400 686,996 987,461 906,938
Comprehensive income
Other comprehensive income - - 5,163 (5,244) - - 5,163 (5,244)
Surplus (Deficit) for the period (56,505) 36918 - = - = (56,505) 36918
Total comprehensive income of which: (56,505) 36918 5,163 (5,244) - - (51,342) 31,674
Attributable to the Australian Government (59,211) 33,566 3,483 (6,415) - - (55,728) 27151
Attributable to non-controlling interest 2,706 3,352 1,680 1,171 - - 4,386 4523
Transactions with owners
Distributions to owners
Returns of capital:
Restructuring - - - = (40,000) = (40,000) =
Other (763) (606) - = - (3,000) (763) (3,606)
Contributions by owners
CAC Act body payment item - - - - 33,170 41508 33,170 41,508
Other (equity contribution) - - - - 3,692 10,896 3,692 10,896
Sub-total transactions with owners (763) (606) - = (3,138) 49,404 (3,901) 48798
Closing balance as at 30 June 187,562 244779 11,394 6,231 733,262 736,400 932,218 987410
Less: non-controlling interests (4,457) (3,251) (1,680) 1,171) (14,462) (10,896) (20,599) (15318)
Closing balance attributable to the
Australian Government 183,105 241,628 9,714 5,060 718,800 725,604 911,619 972,092
Corporation
Retained earnings Asset revaluation reserves | Contributed equity/capital Total equity
2010 2009 2010 2009 2010 2009 2010 2009
$°000 $000 $'000 $'000 $°000 $'000 $'000 $'000

Opening balance

Balance carried forward from previous period 228,284 185,207 18,547 21,576 725,504 686,996 972,335 893779
Adjustment for errors - (1,318) - 1,318 - - - -
Adjusted opening balance 228,284 183,889 18,547 22,894 725,504 686,996 972,335 893,779

Comprehensive income

Other comprehensive income = - (8,655) (4,347) = = (8,655) (4,347)
Surplus (Deficit) for the period (38,386) 44,395 = = = —-| (38,386) 44,395
Total comprehensive income of which: (38,386) 44,395 (8,655) (4,347) - = (47,041) 40,048

Attributable to the Australian Government (38,386) 44,395 (8,655) (4,347) = = (47041) 40,048

Transactions with owners
Distributions to owners
Returns of capital:

Restructuring - - - = (40,000) = (40,000) =
Other - = - = - (3,000) - (3,000)
Contributions by owners

CAC Act body payment item - - - - 33,170 41,508 33,170 41,508
Sub-total transactions with owners - = - = (6,830) 38,5608 (6,830) 38,508
Closing balance as at 30 June 189,898 228284 9,892 18,647 718,674 725,504 918,464 972,335
Less: non-controlling interests = = = = = = = =
Closing balance attributable to the

Australian Government 189,898 228,284 9,892 18,547 718,674 725,604 918,464 972,335

The above statement should be read in conjunction with the accompanying notes.

Indigenous Business Australia

Cash Flow Statement
as at 30 June 2010

Cash received

Goods and services
Receipts from Government
Interest

Dividends

Net GST received

Other cash received

Total cash received

Cash used
Employees
Suppliers
Borrowing costs
Net GST paid
Other — grants
Total cash used

Net cash from (used by) operating activities

Cash received

Proceeds from sales of property, plant and equipment

Investments

Other — repayment of loans

Total cash received

Cash used

Purchase of property, plant and equipment
Purchase of non-financial assets
Investments

Other — loans/advances

Total cash used

Net cash used by investing activities

Cash received

CAC Act body payment and equity injection
Proceeds from issuing financial instruments
Other — new borrowings

Total cash received

Cash used

Repayment of borrowings

Dividends paid

Total cash used

Net cash from financing activities

Net increase (decrease) in cash held

Cash and cash equivalents at the beginning of the reporting period
Cash and cash equivalents at the end of the reporting period

Notes

TA

The above statement should be read in conjunction with the accompanying notes.

Consolidated Corporation
2010 2009 2010 2009
$'000 $'000 $'000 $'000
45177 80,442 5,553 25,289
38,840 37402 38,840 37402
40,327 51,062 38,571 49,296
20 238 10,098 156912
3,720 5779 3,720 5,003
19,447 23581 1,185 1,828
147,531 198,494 97,967 134,730
49,727 50,203 24,658 24,729
94,994 88,171 39,962 57693
1,065 563 1 4
9,205 8288 9,205 8288
154,991 147225 73,826 90,714
(7,460) 51,269 24,141 44,016
1,058 439 837 439
22,000 17799 30,972 18,794
72,904 66,718 72,904 66,718
95,962 84,956 104,713 85,951
31,452 14,952 2,835 2343
89 1,171 = 139
2,990 45982 29,852 56,246
105,029 91,383 101,394 94,655
139,560 153,488 134,081 153,383
(43,598) (68,532) (29,368) (67432
36,862 39,964 33,170 38,508
- 89 - —
12,095 = = =
48,957 40,053 33,170 38,508
6,300 712 - =
763 = = =
7,063 712 = =
41,894 39,341 33,170 38,608
(9,164) 22,078 27943 15,092
129,339 107261 71,415 56,323
120,175 129,339 99,358 71,415




Indigenous Business Australia

Schedule of Commitments
as at 30 June 2010

Commitments receivable
Sublease rental income'

Other commitments receivable?
GST recoverable on commitments®
Total commitments receivable

Commitments payable
Capital commitments
Investments

Total capital commitments

Other commitments
Operating leases*

Other®

Total other commitments

Net commitments by type

Commitments receivable
Operating lease income

One year or less

From one to five years

Over five years

Total operating lease income

Other commitments receivable

One year or less

From one to five years

Over five years

Total other commitments receivable

Commitments payable
Capital commitments

One year or less

From one to five years

Over five years

Total capital commitments

Operating lease commitments

One year or less

From one to five years

Over five years

Total operating lease commitments

Other commitments

One year or less

From one to five years
Over five years

Total other commitments

Net commitments by maturity

NB: Commitments are GST inclusive where relevant.

IS

@

GST on operating leases and trade commitments.

=

o

Consolidated Corporation
2010 2009 2010 2009
$°000 $'000 $°000 $000
37,648 45,295 = =
1,117 2244 1,060 1940
38,765 47539 1,060 1940
1,000 2500 = =
1,000 2500 = =
5,843 3927 5,843 2440
32,260 46310 28,250 41,341
38,103 50237 34,093 43781
(338) (5,198) (33,033) (41,841)
8,703 8724 = =
28,388 29,276 = =
557 7295 = =
37648 45295 = =
571 1,745 552 1,696
544 492 508 344
2 7 = =
1,117 2244 1,060 1940
1,000 2,600 = =
1,000 2500 = =
2,395 2812 2,395 2440
3,448 1,116 3,448 =
5,843 3927 5,843 2440
27,078 38614 26,061 37558
5112 6,957 2,189 3783
70 739 - =
32,260 46310 28,250 41,341
(338) (5,198) (33,033) (41,841)

Rental income receivable from commercial rental properties.

Other commitments receivable represents receivables against various construction contracts.

Operating leases included are effectively non-cancellable and comprise office accommodation leases.
Lease payments are subject to annual increases in accordance with upwards movements in the consumer price index (CPI).
The initial periods of office accommodation leases are still current.

Other commitments payable pertains to various construction contracts and IBA loan commitments.

Indigenous Business Australia

Schedule of Contingencies
as at 30 June 2010

Contingent assets
Claims for damages/costs
Total contingent assets

Contingent liabilities

Guarantees

Indemnities

Claims for damages/costs

Total contingent liabilities

Net contingent assets (liabilities)

Consolidated Corporation
2010 2009 2010 2009
$°000 $000 $°000 $'000
208 820 208 820
208 820 208 820
= 1,685 = 1,685
1,000 1,000 1,000 1,000
1,091 1,660 229 694
2,091 4,245 1,229 3379
(1,883) (3,4256) (1,021) (2,5659)

Details of each class of contingent liabilities and contingent assets listed above are disclosed in Note 14: Contingent liabilities and assets, along with

information on significant remote contingencies and contingencies that cannot be quantified.

The above schedule should be read in conjunction with the accompanying notes.



Indigenous Business Australia

Schedule of Asset Additions
as at 30 June 2010

Consolidated
The following non-financial non-current assets were added in 2009-10:

Other property, plant Investment
Buildings & equipment Intangibles properties Total
$°000 $°000 $°000 $'000 $°000
By purchase — other 9,655 11,341 = 24,983 45,979
Total additions 9,655 11,341 = 24,983 45,979
Consolidated
The following non-financial non-current assets were added in 2008-09:
Other property, plant Investment
Buildings & equipment Intangibles properties Total
$°000 $°000 $°000 $°000 $°000
By purchase — other 12,432 14,575 3419 = 30,426
Total additions 12,432 14,575 3419 = 30,426
Corporation
The following non-financial non-current assets were added in 2009-10:
Other property, plant Investment
Buildings & equipment Intangibles properties Total
$°000 $'000 $'000 $°000 $°000
By purchase — other 1,687 324 - 824 2,835
Total additions 1,687 324 - 824 2,835
Corporation
The following non-financial non-current assets were added in 2008-09:
Other property, plant Investment
Buildings & equipment Intangibles properties Total
$'000 $'000 $'000 $°000 $°000
By purchase — other 630 1,379 334 - 2,343
From acquisition of entities or
operations (including restructuring) = = = = =
Total additions 630 1,379 334 = 2,343

Notes to and forming part of the Financial Statements

Summary of significant accounting policies

Indigenous Business Australia (IBA) was established on 5 March 1990, when the Aboriginal and Torres Strait
Islander Commission Act 1989 came into operation. On 23 March 2005, this Act was repealed and replaced by
the Aboriginal and Torres Strait Islander Act 2005 (the Act). IBA's purpose, set out at section 147 of the Act, is as
follows:

1. (a) to engage in commercial activities

(b) to promote and encourage Aboriginal and Torres Strait Islander self-management and economic self-
sufficiency

(c) such other functions as are conferred on it by this Act.

2. Without limiting by implication the meaning of commercial activities in paragraph 1(a), those activities include the
performance of functions that:

(@) the Minister has authorised Indigenous Business Australia to perform as an agent of the
Commonwealth, or

(b) the Minister has delegated to Indigenous Business Australia.

IBA is structured to meet one outcome: Outcome 1: Improved wealth acquisition to support the economic
independence of Aboriginal and Torres Strait Islander peoples through commercial enterprise, asset acquisition,
construction and access to concessional home and business loans.

The Financial Statements and Notes are required by clause 1 (b) of Schedule 1 of the Commonwealth Authorities
and Companies Act 1997 (CAC Act) and are a general purpose financial report.

The continued existence of IBA in its present form and with its present programs is dependent on Government
policy and on continuing appropriations by Parliament for IBA's administration and programs.

The Financial Statements and Notes have been prepared in accordance with:
« Finance Minister's Orders (FMOs) for reporting periods ending on or after 1 July 2009, and

* Australian Accounting Standards and Interpretations issued by the Australian Accounting Standards Board
(AASB) that apply for the reporting period.

The Financial Statements have been prepared on an accrual basis and are in accordance with historical cost
convention, except for certain assets at fair value. Except where stated, no allowance is made for the effect of
changing prices on the results or the financial position.

The Financial Statements are presented in Australian dollars and values are rounded to the nearest thousand
dollars unless otherwise specified.

Unless an alternative treatment is specifically required by an accounting standard or the FMOs, assets and
liabilities are recognised in the Balance Sheet when, and only when, it is probable that future economic benefits
will flow to the entity and the amounts of the assets or liabilities can be reliably measured. However, assets and
liabilities arising under Agreements Equally Proportionately Unperformed are not recognised unless required by an
accounting standard. Liabilities and assets that are unrecognised are reported in the Schedule of Commitments or
the Schedule of Contingencies.

Unless alternative treatment is specifically required by an accounting standard, income and expenses are
recognised in the statement of comprehensive income, and only when the flow, consumption or loss of economic
benefits has occurred and can be reliably measured.

In the process of applying the accounting policies listed in this note, IBA has made the following judgements that
have the most significant impact on the amounts recorded in the Financial Statements:

» The fair value of investment properties and other investments is based upon market inputs, backed by periodic
external valuations, and

* |BA has designated housing and business loans at fair value on the basis of a market-determined interest rate
benchmark, IBA's historical records and use of advanced valuation techniques. For the year 2009—-10, loan
valuations resulted in a write-down of the housing loan portfolio by $49.248 million and the business loan
portfolio by $5.420 million. During the financial year, a review was carried out on the assumptions and estimates
input into the valuation technique. On the basis of the review, adjustments were carried out on the estimated
expected life of loan parameter and the market expectation of future interest rate changes on loan coupon and
discount rates. The changes in assumption and estimates have resulted in a higher discount of $11 million in
the loan portfolio than the earlier basis. The changed assumptions would affect valuations of the loan portfolio in
future periods, but it will not be practicable to quantify these changes in advance.

No accounting assumptions or estimates have been identified that have a significant risk of causing adjustment to
carrying amounts of assets and liabilities within the next accounting period.



Notes to and forming part of the Financial Statements

No accounting standard has been adopted earlier than the application date as stated in the standard. The following
new standards and amendments to standards are applicable to the current reporting period:

* AASB 7 Financial Instruments: Disclosures

» AASB 101 Presentation of Financial Statements

* AASB 107 Statement of Cash Flows

» AASB 108 Accounting Policies, Changes in Accounting Estimates and Errors

* AASB 119 Employee Benefits

* AASB 137 Provisions, Contingent Liabilities and Contingent Assets

» AASB 139 Financial Instruments: Recognition and Measurement

* AASB 1049 Whole of Government and General Government Sector Financial Reporting.

Other standards, amendments to standards or interpretations issued for the current financial year have no material
financial impact on IBA.

The following new standards, amendments to standards or interpretations have been issued by the Australian
Accounting Standards Board but are effective for future reporting periods. It is estimated that the impact of
adopting these pronouncements, when effective, will have no material financial impact on future reporting periods:

* AASB 7 Financial Instruments: Disclosures

» AASB 108 Accounting Folicies, Changes in Accounting Estimates and Errors
* AASB 119 Employee Benefits

» AASB 139 Financial Instruments: Recognition and Measurement

+ AASB 2009-11 Amendments to Australian Accounting Standards arising from AASB 9[AASB 1,3, 4,5, 7,
101,102,108, 112, 118,121, 127,128, 131, 132, 136, 139, 1023 & 1038 and Interpretations 10 and 12].

Revenue from the sale of goods is recognised when:

* the risks and rewards of ownership have been transferred to the buyer

» the seller retains no managerial involvement or effective control over the goods

* the revenue and transaction costs incurred can be reliably measured

* itis probable that the economic benefits associated with the transaction will flow to IBA.

Revenue from rendering services is recognised by reference to the stage of completion of contracts at the
reporting date. The revenue is recognised when:

* the amount of revenue, stage of completion and transaction costs incurred can be reliably measured, and
» the probable economic benefits associated with the transaction will flow to the entity.

The stage of completion of contracts at the reporting date is determined by reference to the proportion that costs
incurred to date bear on the estimated total costs of the transaction.

Receivables for goods and services, which have 30-day terms, are recognised at the nominal amounts due less any
provision for bad and doubtful debts. Collectability of debts is reviewed at balance date. Provisions are made when
collectability of the debt is no longer probable.

Interest revenue is recognised using the effective interest method as set out in AASB 139 Financial Instruments:
Recognition and Measurement.

Dividends received from associates are accounted for in accordance with the equity method of accounting.

Resources received free of charge are recognised as gains when and only when a fair value can be reliably
determined and the services would have been purchased if they had not been donated. Use of those resources is
recognised as an expense.

Resources received free of charge are recorded as either revenue or gains, depending on their nature.

Funding received or receivable from agencies (appropriated to the agency as a CAC Act body payment item for
payment to IBA) is recognised as revenue from the Australian Government unless they are in the nature of an
equity injection.

Notes to and forming part of the Financial Statements

Contributions of assets at no cost of acquisition or for nominal consideration are recognised as gains at their fair
value when the asset qualifies for recognition, unless received from another Government agency or authority as

a consequence of a restructuring of administrative arrangements (refer to Note 1.7). Where contribution of such
assets at no cost is compounded by an obligation or commitment on disposal, the asset recognition is matched with
a corresponding liability.

Resources received free of charge are recorded as either revenue or gains depending on their nature.

Gains from disposal of non-current assets are recognised when control of the asset has passed to the buyer.

Amounts appropriated which are designated as ‘CAC Act Body payment item — equity injections’ for a year are
recognised directly in contributed equity in that year.

Net assets received from or relinquished to another Australian Government agency or authority under a
restructuring of administrative arrangements are adjusted at their book value directly against contributed equity.

As a result of a restructuring of administrative arrangements, IBA relinquished control over its subsidiary Outback
Stores Pty Ltd, which has been transferred to the Commonwealth under an agreement between the Minister

for Families, Housing, Community Services and Indigenous Affairs (FaHCSIA) and the Minister for Finance and
Deregulation. IBA has no ownership interest in Outback Stores Pty Ltd as at 30 June 2010.

Liabilities for short-term employee benefits (as defined in AASB 119) and termination benefits due within
12 months of balance date are measured at their nominal amounts.

The nominal amount is calculated with regard to the rates expected to be paid on settlement of the liability.

Other long-term employee benefits are measured as net total of the present value of the defined benefit obligation
at the end of the reporting minus the fair value at the end of the reporting period of plan assets (if any) out of which
the obligations are to be settled directly.

The liability for employee benefits includes provision for annual leave and long service leave. No provision has
been made for sick leave as all sick leave is non-vesting and the average sick leave taken in future years by IBA
employees is estimated to be less than the annual entitlement for sick leave.

The leave liabilities are calculated on the basis of employee remuneration at the estimated salary rates that applied
at the time the leave is taken, including IBA's employer superannuation contribution rates to the extent that the
leave is likely to be taken during service rather than paid out on termination.

The liability for long service leave has been determined by reference to the Australian Government shorthand
method.

Provision is made for separation and redundancy benefit payments. IBA recognises a provision for termination
when it has developed a detailed formal plan for the terminations and has informed those employees affected that
it will carry out the terminations.

Staff of IBA are members of the Commonwealth Superannuation Scheme (CSS), the Public Sector Superannuation
Scheme (PSS), the PSS Accumulation Plan (PSSAP) or other schemes nominated by staff.

The CSS and PSS are defined benefit schemes for the Australian Government. The PSSAP is a defined
contribution scheme.

The liability for defined benefits is recognised in the financial statements of the Australian Government and is
settled by the Australian Government in due course. This liability is reported by the Department of Finance and
Deregulation as an administered item.

IBA makes employer contributions to the Employee Superannuation Scheme at rates determined by an actuary to
be sufficient to meet the cost to the Government of the superannuation entitlements of the Authority's employees.
IBA accounts for the contributions as if they were contributions to defined contribution plans.

From 1 July 2005, new employees are eligible to join the PSS.
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The liability for superannuation recognised as at 30 June represents outstanding contributions for the final fortnight
of the year.

A distinction is made between finance leases and operating leases. Finance leases effectively transfer from

the lessor to the lessee substantially all the risks and rewards incidental to ownership of leased non-current
assets. An operating lease is a lease that is not a finance lease. In operating leases, the lessor effectively retains
substantially all such risks and benefits.

Where an asset is acquired by means of a finance lease, the asset is capitalised at either the fair value of the lease
property or, if lower, the present value of minimum lease payments at the inception of the contract and a liability
recognised at the same time and for the same amount.

The discount rate used is the interest rate implicit in the lease. Leased assets are amortised over the period of the
lease. Lease payments are allocated between the principal component and the interest expense.

Operating lease payments are expensed on a straight-line basis, which is representative of the pattern of benefits
derived from the leased assets.

All borrowing costs are expensed as incurred.

Cash and cash equivalents include notes and coins held and any deposits in bank accounts with an original maturity
of three months or less that are readily convertible to known amounts of cash and subject to insignificant risk of
changes in value. Cash is recognised at its nominal amount.

The initial cost of an asset includes an estimate of the cost of dismantling and removing the item and restoring the
site on which it is located. This is particularly relevant to ‘make good' provisions in property leases taken up by IBA
where there exists an obligation to restore the property to the original condition. These costs are included in the
value of IBA's leasehold improvements with a corresponding provision for the ‘make good’ recognised.

The consolidated financial statements are those of the economic entity, comprising IBA and all the entities it
controls from time to time during the year and at balance date. These include trusts, where IBA is a beneficiary,
and where IBA controls the trustee. The financial statements of the controlled entities are prepared for the period
1 July 2009 to 30 June 2010 using accounting policies which are consistent with those of IBA. The effects of
transactions and balances between the entities, including any unrealised profits or losses, have been eliminated in
full. Subsidiary companies are detailed in Notes 7E and 7F.

IBAs investment in associates and joint venture entities is accounted for using the equity method. Under this
method, IBA's share of profits and losses of associates and joint ventures are recognised as revenue or expense
in the Income Statement and its share of movements in reserves is recognised in reserves. Associates and joint
ventures are those entities over which IBA exercises significant influence, but not control. The associated and joint
venture entities are detailed in Notes 7C and 7D respectively.

During 2009-10, the following entities have been reclassified from Interest in Associates to Interest in Subsidiaries.
* Gagudju Crocodile Hotel Trust

+ Kakadu Tourism (GCH) Pty Ltd

* Gagudju Lodge Cooinda Trust

* Kakadu Tourism (GLC) Pty Ltd.

Under AASB101.10 (f), IBA is required to restate comparative information for the 2008-09 and 2007-08
financial years to reflect the impact of the reclassification of the above entities from an Interest in Associates to
Interest in Subsidiaries. The entities which were previously equity accounted are now fully consolidated within

the financial statements. This has resulted in the requirement to show a restated 2007—08 Balance Sheet and
supporting information at Note 23 to the financial statements. The net effect of the change in classification of
investments is $20.800 million as at 30 June 2009 and $14.517 million as at 30 June 2008. The impact on total

net assets as at 30 June 2009 is $0.919 million and as at 30 June 2008 is $0.619 million. It is not practicable to
restate the impact on every line item as at 30 June 2008 and 2009.

The operating, investing and financing activities coupled with the guiding policy framework exposes the
consolidated entity to credit, liquidity and interest rate risks. These risks are defined as:

* Credit risk: the possibility that a debtor or borrower will not repay or will delay repayment of all or part of a loan,
causing a loss to IBA and the consolidated entity.

* Interest rate risk: a risk that the value of a financial asset such as Home and Business Loans would fluctuate in
terms of fair value or future cash flows as a result of changes in market rates of interest.

Notes to and forming part of the Financial Statements

» Liquidity risk: a risk that the consolidated entity may not have or be able to raise the funds to meet the obligations
associated with financial liabilities. These risks are regularly monitored through a detailed internal management
and Board reporting framework.

These risks are managed in the following ways:

*» IBA manages credit risk on its loans portfolio by undertaking background and credit checks prior to allowing a
debtor relationship. In addition, IBA has policies and procedures that guide employees’ debt-recovery techniques.

* IBA also holds collateral against certain loans to mitigate credit risk.

* Interest rate risk mainly impacts the fair valuation of loans. IBA's risk management focuses on monitoring,
measuring and reporting the impact of interest rate changes.

* |BA liquidity risk arises from borrowings of it subsidiaries and these are monitored regularly to ensure availability
of funding resources to meet these obligations.

IBA is not exposed to currency risk or other price risk.

IBA classifies its financial assets in the following categories:
» financial assets at fair value through profit or loss

* held-to-maturity investments

* available-for-sale financial assets

* loans and receivables.

The classification depends on the nature and purpose of the financial assets and is determined at the time of initial
recognition.

Financial assets are recognised and derecognised upon trade date.

Financial assets are classified as financial assets at fair value through profit or loss where the financial assets:
* have been acquired principally for the purpose of selling in the near future

» are a part of an identified portfolio of financial instruments that IBA manages together and has a recent actual
pattern of short-term profit taking, or

* are derivatives that are not designated and effective as a hedging instrument.
Assets in this category are classified as current assets.

Financia