VCG.0002.0005.0036

Gl . ¥¥

Memorandum
TRIM ID:

To: Tim Bryant, Team Leader
From: Ben Considine, Inspector
Division: Compliance
Subject: Crown Melbourne Limited - China Date: 13 December 2017

INV-2881
Purpose

a

To provide an investigation update into enquiries regarding Crown Melbourne Limited (CML).

Background

° 4

On 16 October 2016, open source Media outlets reported that 19 Crown Resort Limited (CRL)
employees had been detained in mainland China on suspicion of contravening Chinese anti-
gambling regulations’,

Crown Melbourne Limited (CML) holds the Casino licence in Victoria to operate at 8 Whiteman
Street, Southbank. CRL is listed as an associated entity of the licence holder.

On 26 November 2016, open source media outlets reported that the Australian Federal
Government was formally notified by the People’s Republic of China of three Australian Citizens
had been detained on suspicions of contravening Chinese anti-gambling legislation?.

On 5 March 2017, further open source media outlets reported 18 CRL employees had been
formally charged by the People’s Republic of China for contraventions Chinese anti-gambling
legislation®.

On 26 June 2017, CRL released a media release which stated, 16 of the 19 had been convicted
by the Shanghai Baoshan District Court of contraventions of Article 303, Clause 1 and Atticle 25,
Clause 1 of the Criminal Law of the Peoples Republic of China (CLPRC), which states:

Article 303, Clause 1, is that anyone who organises gambling parties or is engaged in
gambling as one’s main business for the purpose of making profits shall be sentenced to not
more than three years of fixed-term imprisonment, detention, or surveillance, and shall be
Jointly fined.

Article 25, Clause 1, is that a joint crime is an intentional crime committed by two or more
persons jointly.

The defendants had been fined the equivalent of AUD 1.67 million which CRL intended to pay ex
gratia, and 11 were sentenced to a period of 9 months incarceration and 5 for a period of 10
months®.

' The Age media article 'Crown employees held in China after late-night raids on homes'.

? The Sydney Daily Telegraph article ‘Crown assembles legal war room in act of 'a--- covering”

3 The Daily Telegraph article ‘Inside Crown's China bust and how Australian Jason O'Connor was arrested’.
4 Crown resorts ASX/Media release dated 26 June 2017.
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& On 10 July 2017, ClL advised the VOGLE four licensed emp!mx’am had besn sonvicted by the
Shanghai Baoshan District Court of contraventions of Article 303, Clause 1 and Article 25, Clause
1 of the CLPRCA,
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9, O 13 July 2017, open source medis outlels reported 10 of the incarcerated CRL employes's has
hesn released by Chingse authorilies®.

Relovant logisistion
10, The following provision of the Casing Confrol Act 2003 {the CUAY apply:
Section 20 of the CCA - Cancelistion suzpension or variation of casiho fvence;
Bection 24 of the TOA - Geners hwestigations;
Section 284 of the COA - Dn-going monituring of associates and others,
Section 45 of the COA - Conditions of ficenos;
Seotion 53 of the CCA ~ Suspension of lvenes;
Section 85 of the COA « Termination of emplovement oo suspension or cancellation of Soence;
Section 56 of the CUA - Casing opsrator fo provide information refating o livensess, and
Section 105 of the CCA - Righis of inspector on casing grenises.

IssuesfComments

11, The Invastigation Teams inftie! assessments surrcunded the fouwr licensed smployess with the
position of ablaining detalled information regarding the internal operation of CML's international
junkast mctivities seen as a priority,

12, The position was Inspesiors would be alile to oblain firsthand knowledge and an in-depth
understanding of CML's position in China which could then be used o cominence disciplinary
antion against ML

13 Inspectors wrode to all employess requesting they altlend an interdew. Unforlunsdely, 8l but Jason
O'Conpor surrendersd their Casine Hoanses meaning they were no longer caplured as regulated
aiiting,

14, To date Inspectors have not hesrd from the thees emplovess who swrerdsred thelr lcerses and
a8 such are unable to make further snguiries of this nature ag there is no regulatory caplure of
these individuals.

185, By Corror who mainiaing bis casing Boanss ﬁaa bean approached by Inspectors but has provided
a medical certificate advising of his unavaliahility {o participste in an interview dus 1o traumea
sxperieance while in detention and therefore is madically unfit. No tmeframe has been provided for
his recovery.

¥ Crown sorespondence to Ms Alsx Fitepatrick, Lisensing Director VOGLR daled 10 July 2017,
¥ Mersid Sun articly ‘Ching reloases Tret of lalled Crown Stalf
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14, Ingpeciurs have requested a nurber of docurments from CRIL and CRL periaining to the
companies dsk mabid's ang infernationa? operatione as follows

A minutes from Srovey Resords Bosrd and sub-commitfes minutes regerding the assessmant
of Crow's business operations within madnfand Chins post 1 Judy 2016,

Al version of the Crown’s Group Bisk Cornmilies’s Charler, Management plan and
Management Polloy post 1 July 3016,

Advive received Frovm Wilmer Hale and Minls ragarding Chins operalions,

Any iedormalion recebead by the Crown grouy addrssing s Ching operalions in parficular
addvice sddressing concems fo miigate Article 303 snd 25 of the Criminal Law of the Peaple's
Fapublin of Ching, ‘

17. CML has since provided all material requested which has been assessed and comprehensively
repored on in an emal to Director Compliance and voursell dated Monday the 11th of December
2017

18, OF particular note was T decision to redact the majority of information pertaining to Chire
operations and legal advice they oblained which alleged thelr activities complied with Chiness law.

18 n a meme address to mysell accompanying the documends Joshua Preston, Chief Legal Officer-
Ausiratian Resors provided the following {n party;

There arg no speciiic minetas of mestings of the Crown Resorls 53@&:65 o Hhie Risk
Manapement Conunittee regarding the asssssment of Crown’s s operations willun
madnland Ching, This is because Crowrt's business o serations within misinland Ching were oot
assessed & lsolalion, separately fram Drown's othar aperations.

Beoawse Crown oid nol ave an offics in mainiarnd Ching, there was less formualilty in
comrrncations with siaff located there thar stelf based in Australls. Briefings on compliance
aspecls evidenlly ocsurred primartly by teleconference, rather than by emais,

Frarthwer, for reasons of i‘(}:ﬁiﬁﬁng‘mﬁ% we understand thal meny weitlen commuonications made
by staff in Ohing were via platforms such az ‘Weohal s ‘mesx%pﬁ rather than by somal
Cosnrmications on sech platforns are not retained on Crovey's canlralized 1T sydlems,

i o provide the VOGLR with coples of legal axhvine that # receivad 3

Cirover is nod i g posific /
v i respect of

from Wil Hate or any ofher firen, as Crown dogs not ms‘&rsd o wakve privitey
that advice. 3

200 In surenary, the bwvestigation has reached 2 oriticsl stage, Crown claiming legal privilegs has
pomplicatad ksues and § iz recommended the following actions be considersd,

21 apectors comtact DEAT o g similar Governmend agency to asceriain the thelihood of oblaining
ﬁmumamarg evidence reganding the CHML smploves’s detendion in Ching and CML Involvement,

22, Gompliance shigages a Chinese based law firm 1o seoure cowt dosiements, and a further officlyl
raquest 1o OML be mads 1o asceriain  they have obiained any such documents.

shratabt into g record of terview with CML 1o pt all
is the logical nexd slage of the investigation.

28 Inspectors gre of e opindon mown
documents and sllegations in ClL

24, Once CHL has respondsd to all sllsgations, itis further recommended & dissiplingry action iz
preparad for the commission 1o consider CMLU continuad sultatility.
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Recommendation

25. For your review, consideration and handover.

el #-

Ben Considine
Inspector

TRIM:
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O Approved
(1 Not approved

Tim Bryant
Team leader
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