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CROWN 

In October 2016, 17 current ~nd two former e·mployees o the 
Crown Re·sorts Limited group were detained in China. 

. . 

On 26· June 2017, each of the 19 detainees was convicted by the 
Shanghai Baoshan District Court of contraventions . of Artie e 303,, 
Clause 1 and Article 25, Clause 1 of the Criminal La·w of the 
.People's Republic of China. 

• Strictly Comm!! cial In ConfT-dEtnce -
'Provided Jn die COtl . forlhe pi.llpOS~1l i>flhe deli er.ilivtl pj'OQe~ er the Cornm":;:;lon 
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3 of the 

c. ow has een informe that the substantive . ngHsh trans~at~on of: 

~cle . 9 ·. . e , is that anyone who organises gambling 
parties or is engaged ·n gambl"ng as onegs main b siness for t e 
purpose ·of mak~ng profits shaU be sentence to not more t an three -
years of ~xed-term ~ · prisonment, detention., o surve·uance, and 
shan be jolntly fine ; and 

1 -~ ~ ~ ~ ~ use 1 .~ is that a jo~n ~ crime is an i ntent\on.a~ crime 
co m~tted by two o. ore persons joint y. 

l of or for Ill purposes of 
! 

Strlct:ly Commercla 1111 Confi nee -
aellberntive process of !he Cornmfsslon 
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Eleven defen -ans received a custodia sentence of 9 months. 

- T ose 11_ defendants wer,e released on 2 an . 13 July-20· 7 .. 

ROW 

ive defendants received a c~stodia sentence of 1 man s. T ey w re 
released on 12 and 13 August 20 7. Two of them were depor e . 

0 Three defen ants - he most junior staff - did not receive· cust dial 
sen ences. 

· The 16 de endants who r1eceived custodial sentences were also fined. 

C ·awn · atd their fines on an 'ex gratia basis. The total amoun was 
ap rox~mate~y AUD .67m'llion 

0 o judgment/ easons f·or decision have ye been publis ed. 

Crown itself was not prosecuted, convicte or fined. 

Sb1clli; Comm re ::il In Conlidcnc:a -

Prnvided In the coul'5e fo.r th purpg:;es of th _ de eratiw r;arocess of me Commission 
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• 
tn ea iy 2015, Chinese state media· quoted an official of the Chinese 
governmen as saying that there was to ·ea crackdown o car u tion a 
1Hega~ ac ~vities, ~nc~udijng gambhng 

C own a ea many rumours · hat me -al gambling was occurr n ~n 
Ch~na (amongst other crim· · a activities) and un erstoo the c ackdown to 

e targetin such gam . Ung, rather than targeting he provijsio of 
ass'stance o customers to .arrange v~si s to oreign or.Macau casi as. 

mid-2015, Crown staff became aware of the de ·ent1,on of a n mber o · 
sta of two South Korean casinos, Paradise and G~L. - .e-o•~·~e.s:: 

° Crown . sou. -t (p ivile ed) 'ega~ advice ram a ~eading US firm, WHmer 
Hale, w ich had an office i Be'jing wit strong olitical tes. 
(One o e . art ers vvas Ambassador BB!_rshefsk1, who was he US rade 
e resen ative o Ch~na in relatio· to WTO nego iations and was 

- . derstood to be wet con acted in Beijing.) 

u ctly Comm rcia.1 In Conn cc -
Pro111 ·n 1h c· or or for the. p rpo .. ~ _ fthc d b raHve pro ... o the CcmmJssion 

I , 



<O 
0 
0 
0 
NI 
0 
0 
~ 

0 
0 
0 

0 
0 
0 

0 
u 
> 

,.' . ~ . 

0 d 

n October 2015, Crown staff heard that the e ained Para ise an GKL 
sta had een orma 'Ya reste - Crown sought urther (pr~viiege ) lega~ 
adv~ce from Wilmer Hale and also government relations/inte~ igence/risk 
manag,ement advice f_rom the intz Group (speci ica ly, ·he MD for.Asia1 
Randy Phillips, who spent 28 yea s with the CIA and was its c ief 
rep esentat~ve in China). 

Mintz advised Crown that: 
o acco ding to .sources wo king in the Public Security Bureau (PSB) on 

China, most provincial ~evels of he SB had intelligence units hat 
routinely monitored· · eople e gaged in g1ambling; -

a the S ad a network of informants, incl ding representatives o 
oreign casinos and were routinely develop~ng new contac s to help in 
par icular with information about laundering of signifi.cant amoun s of 
money; 

~- Strictly Commercial n Co lid1mce-

Provicled in the CW of or fnr the purposes or !he delibemtlve process ot I a Commlss n 
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CROW 

o atsa acco i to SB sourcest the Ministry of State Secu ity (MSS)· 
and the Cent al Disci line ~nspection Commi.ssio ( isc~p ine 
Commission) were also een to have som,e contacts wjth foreign cas~ o · 
ape a.tars. The, iscipline Commission was the ·dominant force i · 
leading the anti-corrup ion crack own in c·- ina an ga ·hered 
·nformatton from he PSB and MSS which were generally coo erathie, 

a e Discipline -Commission and the PSS and MSS could be harsh on 
sources i·nvolved in speci ic cases and in some circumstances sources 
mig t e detained; 

a there was no reason -to believe tha smaU private dinners of 5-6 eo ie 
and coffee meet" ngs with customers would present any material nsk; 

o Crown staffs a_ctivit:ies s ouid not be oo ove·rt but it was ine to proceed 
wi _ 'ow ey ma 

1

keting efforts w~th small groups, avoiding publici y, cen 
p ·one and-text messaging w ~lst in-country or providing business cards 
o . ersons o her tha_n known customers; 

Strlctly CDmmen: In Conlidence -
Provided 'n e er . or Cir for t~e p rp es of lhe deliberative process Clf ll'IB Comm . Oil 
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a he detention and arrest -of he _ c;lradise and GKL staff was a targe ed 
effort, not art of broa -based _ac' ion. agai st oreign casinos; 

o the reason that Para ise and GK_ were targeted was eca se 9 their 
,overt romo ional act1vi ies, including use o - colla ·era~ which refe · ed to 
gam Ung and promotional offers, a d the moveme t of mo ey involving 
iocal ave! agen s an 1mules', coupled wi ei htened sens tiv~ty 
abou casinos in neig bouring countries; 

a Crown s _aff shouid not be concerned beyond the need to take norma~ 
precautions er standard operating protocols; and 

o Mintz would continue to monitor the situation caref lly an would 
advise if anything changed. 

SlricU)' Commerc al ln confidence -
Pro'A l'I e ~ rso of or ror Ill _ purposes orlll beralive process of tile 
.. r.11mmi !<inn 
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• 
CROW 

o Parad~se and GKL were the top two foreigners-a ly casinos in Sou 

Korea and many o hei ·prime players were ram China, 

o because of recent infectio,us disease scares, the Chinese government 

was ~~,couraging Chinese touris s from · ravening o South Korea, an 

a there _ad been some other allegat;ons o b~a ant_ currency exchange 
breaches, incl _ d\ng carrying duffie bagis· stuffed with cash on flights to 
Sout Korea. 

Str ctly Ci:lmm fl;;ial In ConACI nce -
F'ra ·deti in th er , of or fer lh p11111oses ol ltie de ra~ve process oUhe Ce1mm· ·o 
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° Crown's in uiries a e time indicated that: 

o the Chinese government's anti-co~rup ion enforceme. t had -to some 
extent ~verte Chinese gamblers from Macau to ·ne1ghbourin 
co n ries includi Sout Korea, Malaysia and Vietna 1 

o So· th Korea ha ecome one of the most opular estinations for 

C inese to ris s; 

o many new entertainment/casino developmen~s we e being cons ructed . 
in so- h Korea; 

o ara ise an GKL had been penalised previously by South Korean law 

enforcemen agencies in respec o receiving RMB i China in eturn or 

prov1di g gambH g chips at their casinos in South ·Korea, in violation of 

foreign currency control policies both in South Korea and C ina; 
Strim.Uy Commarei:al rn Co fidence -

rovoded in lhe co1.1 for e F>U si:s of ltle d lil:Jeratlvei 1>rooess of .th Cornml~lon 
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° Contrary o media e ortSi, Crown d~d not receive any warning, o 1cia~ o 
a . erwise, o t e effect tha i s staff might be regarded as · reac_ i g rticle 
303 or any at er re~evant laws. 

° Crown s a , Jke the staff of other foreign casinos and acau-license 
· nke o erators, have. been meeting with and e te ainin ac · a, or 

ospective customers in ·Chi a for many years. 

Crown ad o -tained lega~ advice on Article 30;3 and a relate court 
gui eline whic said ha an 1ndivi ua co·mmitted an offence agai st Article 
3 3 ~ft ey: 
o Organised 1 or more Chtnese citizens to e gag,e in roup gambhng; 

an 
o Pe sona 'Y receiv11ng a 'referral fee' or s1mnar ind of ewar 

Strictly Commcrclal In Cecnlidcnc -
Provililed in Ille er ... of or fo e plJ~ses of cl Ii ratJve process f 1111:1 Commr on 
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• ·Crown. instructed its staff to conduct themselves in China in a. manner 
whic it understood woul not involve b eachi g Article 303. 

' . 

Crown staff were instructe to: 

o Re rain rom meeting wit more than a few patrons (or o e tial pat o s) 
at he, same time (given the 10 person guideline); 

o Not hand ou romoUonal materials that referred to gaming facilities or 
term1s of play (C own did not produce such materials _or distributio 1n 
China)~' and 

o Generally keep marketin efforts 'low key' 

Strictly Commercl I in Co d nee -
PrGVided In the oou fg the p rpase:s 111 lhf: deli rative ocess of the Co mii:sio!'I 
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Crown in o med 1ts s _aff in China of the substance of the advice received 
frrom Wilmer ale and Mintz and reminded them· of the importance of 
Um~ -ng 'thei activi ies to low key marke 1ng to sman groups an no 
p ijb~ic~ty. 

C own did ot hear any in - urt er of substance in _elation to he 
ara ise and GKL s aff or the procee _in -s aga~nst r em .before· Crown's 

own staff were detaine . 
0 or did Crown receive any warning from 'Mintz or otherwise tha. he staff 

a Crown o any other fo e.ign casino were under inv~stiga.tion o"r at r~sk of 
be,ng deta1ne . 
Crown dld hear that one US casino group, MG'M, had wlthdrawn its staff 
from its Asian offices, including Ch~na, but understoo that to be part of a 
re·gional reorganis~t10 . (There were aiso rumours that MGM staff had 
_ een detained, but -t ey transpire to be fa~se.) 

Su1ctly Commerel 'I In C~nfidern:e -
Pro,.· 1 in he cou se of e11r for th.e p rposes oft~ deliberative, ?ra.cess ofthe 

C':nmm' o.lri.l'I 
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C ow di at ear of any other foreign casinos or junket operators 
wi h raw~ng their -staff · ro Chi. a or otherwise changing heir operations 
101 China. 

As far as Crown was aware, 1t remained 'business as usual' for oreign 
casinos (inciu ing Echo/Star) and junket operators in C :na th -ou houi 
20 6, until Crown's sta were detained. 

Strictly Commerc:i I In C<>nfideru;e­

Provided in e c. f or for he purposes of Ille d erallve p oess or the C::omm~lan 
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- e C own group's ris management framework is overseen by __ e Board 
o . e lis ed parent corn any, Crown Resorts. 

0 0 e oft e Crown Resorts Board sub ... committees is the Risk 
anagement Committee. 

The Risk Mana ement Committee has, adopted a forma~ charter tha 
outl nes i s duties and responsibBities. One o them ·is the administra ion 
of the Crown group's formal Risk Managemen ohcy. · 

0 The· PoHcy sets ou the proces.s for deveHopm1ent and review of Risk 
Management Pl:a_ s for each of Crown!s controlle us~nesses. 

T e urpose of each such p·lan is to "dentify material business c sks and 
provide the framework or reporUngl, m~ ·gating and monitor·ing s eh isks~ 

Stri c IV ~mmorci al In Confida co -
Proii!Cled i11 tile o iof:or fo l11 pu PfJ5es o !he deliberative proc:esli ortlie Comm· slon 
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Crown's Risk Management Plans did no specmca11y identify the ri'sk of 
staff being deta;ned in a foreign country~ essentially because detention ~s 
a co · sequence of other higher level isks,. · 

S eh h~g her level risks were identified; vis. 

o material breaches of gamin and other rel,evant legislation/regurations; . 

· o fore·gn polJtical policy - inclu ing policy in .oreign -"uris . ic ions 
re a -ding the en orcement of ~ocal 1:aw; 

o legislative/r~gulatory changes - again ~ncluding g1overnment olicy o -
the enforcement of lo.ea~ law . 

• 
Strtcily Commen; In Confirfi!nce ­

Provli:led ln tho eauri.e Of. e puq:iosc~ or the d~'iberalive process or the C~mml ~n 
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1n the imp1ementation of the elevant Risk Managemen Plan, the rtsk of 
breachi g the law 1in China and, speci ically, Article 303 wc;is recognised 
and, in· accordance with .he Plan, ,Crown sought appropriate advice to 
mitigate the . isk, and acted in accor .ance with ·hat advice. 

0 viousl.y the risk mi 1ga ion steps did ot e·l;minate t -e r~sk - the advice 
Crown received did no anticipate that relevant authorlties in China m~g · 
enforce Article 303 against Crown s a -as they did. 

Nevertheiess~ C own continues o believe that its risk management 
famework a d its r"sk management ractices were and remain sound. 

Provl r::lillfh r.1 
StricUy Com erel!!-1 1111 Canfldenco -

of r r r th purposes Gf e deliberative process o the· C<Jmmlsslon , 



..--
0 
0 
0 

0 
u 
> 

0 row _ ~s o _era io s ·1 

ol ow"ng the dimin ion in revenue from ~nternationa~ operations, Cr yv 
as sought to cu costs by restr--cturing .- including by centra~isin its 

Asia - operations in Hong-Kong an _· closing its, Macau office an~ other 
Asian o ices for the ime -et g. 

Crown as also refreshed 1ts o erati g: protoc9 s so as to "tigate e r"sk 
of its s aff being investigated or etained by law enforcement agencies i 
other urisdict1ons for actual or sus ected breaches of' local laws .. 

0 T e refreshed protocols ad ress, amongst othe things,. . 
o the na ure and extent of interactions 'hat s ·aff may ave with patro s 

from mainlan China, antj the juris ict1ons in which interactions may or 
may n·ot occ r; 

o the na ·u -e. and exten of interactions that staff may ave with a rans 
f am other Asian countries a - e junsdictions in which in eractions 
·may or ma.y not occur~, and 

o procedures hat staff must foUow ~n respect of travel to Asia fo 
bUSineSS purpQS8$, and tO Obtain approval for SUC travelStri..UyCcmm n:a In Confidence-

. , _ • Provid!ed in the aiurse forth purposes of the _·berrulve pmcess [)fthe Cammls!lan 
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a ~o altsa._"o of Crow . 's O'perations gn Asia 
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!n undertaki these steps, Crown has been conscious o he ris of 
·offending Chinese author'ities and Chinese· citizens. Crown recognuses . 
that ·chinese .· ourism to Austr I a ~s important forth~ Australian economy 
an . 'fa its own business~ and has sought to avoid unduly disc im1nating 
against mai land Chinese customers. 

Pro e in the °' 
Strictly Comm n:tal in Con Idem: -

of o f1lr ltie pu o:ses of M1e clelilleratlve process. of the co · slon 
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me o se at o -

0 eit er Crown "ts,elf no · any o - ~ts dir~ctors have een accused or 
conv"cte o any aiffe ce in China .. 

T~e cond et of Crown staff for which they were convicted was no~ 
fraudulent, dishonest or ot · erwise reprehensible. T eir co due woul 

ave bee - ~egal in Australia and other western countr~es. 

Pr"or o the ete· tions, neither Crowrn nor the s· aff tho.ught hey were 
infri g1ng the relevan local law ·n 1China. ~n eedj Crow had been 
in _ ,ependeritly advised that the activi1ties of its staff should · ot be regar ed 
as a breach of local 'law. 

Crown has sough to look after the welfare of its staff,, oth uring e 
eriod .off _elr detention and post-release. 

StrtctJ.y Comm1m::lal In Con ~ nee -• Pro'l'ided in Ille cot! for purpcs Dfttle del ratlYe proces~ of lhe Commlssicr. 
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Current. staff remained on full pay during the detention , erio , legal 
. cou sei were proc red o ac or them (at Crown's expense), c nsular an 

family visits were arranged where poss;b\e an their fines were pai ex 
gr tia y Crown. 

Pos -re _ease, 9rown has provided tog istical suppo.r1 (including 
transpo · ation) an arranged medicat, en al and counselling services to 

e rov~ded as require · . 

hroug ra ionalisation of its operations in Asia, Crown has sought to 
mi 1gate the ri.sk o a recurrence. Uhas soug t to do so ·n a way that ·s 
no seen as n uly d!_scrim·natory against 'maintand Chinese customers. 

° Cro ~ n has a robust risk management framework and retains confidence 
~n i notwithstanding this episode. 

_ Strlc:tly commerclm In cannclence -
Prcv . i the C( Qf or for e purpases of lhe deliberative proce.ss of tile Co.mm 

·.. I 



VCG.0001.0001 .9002_0022 


