
Crown Melbourne Limited Compliance Committee 
 
Tuesday, 2 June 2020 – 11.00am 
By videoconference 
 

Attendees:  Professor John Horvath (Chair), Rowena Danziger, Ken Barton 

Also Invited: Barry Felstead, Michelle Fielding, Mary Manos, Joshua Preston 

Apologies: 
 

AGENDA 
  
1. Minutes of Previous Meetings 

1.1. Confirmation of Minutes of the meeting on 30 January 2020 
 

2. Compliance and Regulatory 
2.1. Compliance and Regulatory Update 
2.2. Section 25 Recommendations Update 

 
3. Litigation Report (Subject to Legal Professional Privilege) 
 
4. Anti-Money Laundering/Counter Terrorism Financing Update 
 
5. Media Coverage 

 
6. Other Business 

 
 

 

LEGAL_526351.1 

CRW.502.003.2315



AGENDA ITEM 1:
Minutes of Meeting

1

CRW.502.003.2316



MINUTES
CROWN MELBOURNE LIMITED COMPLIANCE COMMITTEE

HELD AT THE CHAIRMAN’S OFFICE, LEVEL 3, CROWN TOWERS

THURSDAY, 30 JANUARY 2020
11:00AM

IN ATTENDANCE:

Committee: Professor John Horvath (Chairman)
Rowena Danziger (by phone)

Joshua Preston (Co-Company Secretary)
Mary Manos (Co-Company Secretary)

Invitees:

Apologies:

Ken Barton (CEO – Crown Resorts)
Michelle Fielding (GGM Regulatory & Compliance)

Barry Felstead (CEO – Australian Resorts)
John Alexander

Minutes of Meeting The Minutes of the Meeting of the Compliance Committee held on 
20 November 2019 were approved. 

Business Arising There was no business arising.

It was noted that Mr Alexander’s resignation as a director of Crown 
Melbourne Limited took effect from 24 January 2020.

Professor Horvath has requested a review of the formatting of the 
Committee papers, to highlight new material matters for noting and 
new matters for action/decision making, at the outset of the papers.

Compliance and 
Regulatory Update:

Compliance Issues

The Compliance and Regulatory Update was taken as read.

Mr Preston noting the following Compliance matters:

ÿ Crown Melbourne’s writing off of a significant amount of bad 
debts in June 2019.The VCGLR has queried Crown’s treatment 
of the debts. The Casino Control Act requires bad debts above 
$5M in value to be approved by the VCGLR prior to being 
discharged.  Crown did not seek the VCGLR’s prior approval, as 
the debts were not discharged as they remain active in the 
system and Crown retains the right to recover the debts where 
possible (a number of the debts have been recovered since 
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being written off). The VCGLR has escalated the matter and is 
seeking external legal advices. 

)> A letter received from the VCGLR, concerning a le & 2c Poker 
Machine sign was displayed on a pillar outside the boundary of 

REDACffD PRIVll f G! 

REDACTED PRIVILL _ 

)> An incident involving a valet driver, who lost control of a 
vehicle, which had been modified for an amputee. The vehicle 
was accidentally driven at speed through the front window of 
Louis Vuitton and although no one was injured, the driver was 
taken to hospital for observation. Modified vehicles will no 
longer be driven by valet drivers and wi ll instead be parked 
above ground by their owners. 

)> The VCGLR has made further enquiries concerning Junket 
Operators and Premium Players that have been the subject of 
adverse media, which required Crown to provide details on the 
decisions made as to the continuing business relationships with 
these persons. Responses to the requests presented some 
challenges due to the historic nature of the material requested. 

~ An issue was identified with a certain type of Roulette wheel in 
operation on the gaming floor. Approximately 13 years ago, the 
manufacturer of the Roulette wheel delivered a version of the 
product that was different to the version approved by the 
Regulator and ordered by Crown. The difference was not visible 
to the eye and Crown was not aware of being supplied different 
wheels until recently. The Regulator is aware of the version 
issues, which has led to a regulatory review of the versions of 
the Roulette wheels. 

Serious Security & Surveillance Matters 

The Security and Surveillance Matters were taken as read. 

Regulatory Matters 

Mr Preston noted the following Regulatory matters: 

)> The Australian Banking Association published a consultation 
paper for the use of credit cards for gambling transactions, 
calling for submissions by 31 March 2020 on how the banking 
industry can assist in minimising gambling harm. Crown will 
review the consultation paper and prepare discussion points 
with the intention of making a submission (possibly with other 
members of the casino industry). 
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);>- An update was provided to the Committee on the status of the 
s 25 Recommendations, including that 17 of the 20 
Recommendations have been responded to and the remaining 3 
are not yet due. 

);>- Recommendation 20 will be dealt with at a meeting between 
the VCGLR Commission and Crown Directors on 22 April 2020 
(which is past the compliance date of 30 March 2020, as a result 
of the cancellation of the original 12 December 2019 agreed 
date by the VCGLR and further dates by Crown). 

Ms Manos spoke to the appointments of Mr Andrew Demetriou 
(Chair of Crown Melbourne Limited) and Ms Helen Coonan (Chair of 
Crown Resorts Limited) which have been noted to, but not yet 
accepted by, the VCGLR. 

Professor Horvath requested that a table of outstanding matters for 
follow-up from the s 25 Review Recommendations, be tabled at the 
next Responsible Gaming Committee Meeting. Mr Preston spoke to 
the importance of the Responsible Gaming Advisory Panel reviewing 
the work being undertaken for the s 25 Review. 

The Anti-Money Laundering I Counter-Terrorising Financing Update 
was taken as read with Mr Preston noting the following: 

);>- We have not yet received any feedback regarding the Junket 
Assessment undertaken by AUSTRAC. 

);>- The implementation of the Joint AML Program, which has been 
delayed to mid-year, accounting for an effective 
implementation plan and some staffing changes. 

);>- The AML Team's st ructure has been reviewed by Nick Stokes 
(Group General Manager AML) and a number of proposed 
changes will be implemented over the coming months. 

);>- CURA has now been implemented for use by AML, which will be 
used for the effective recording of risk ratings and relevant 
customer information . 

);>- Crown has had further meetings with ANZ, to provide them 
confidence about our AML/CTF Program and policies. Mr 
Barton noted the meeting Crown had with Guy Boyd (ANZ's 
Chief Compliance Officer) w ho supported the bank's continuing 
business relationship with Crown. Mr Barton and Mr Preston 
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noted the valuable exchange of learning between Crown and 
ANZ, regarding the other party’s processes and business 
operation which will continue to evolve. 

Other Business: It was noted that a review of the composition of the Company’s 
committees would be conducted once the appointment of Mr 
Demetriou to the Board of Crown Melbourne Limited becomes 
effective.

There was no other business.

Closure: The meeting closed at 11:45am.

………………………………….
Chairman
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1. Executive Summary

Since the last Committee meeting in January 2020, the following existing and new key matters
have evolved or materialised in the period:

∑ Due to Crown Melbourne ceasing operations (save for minor hotel activity) on 23 March 
2020, compliance surveys have not been completed for March, April and May 2020.  
Further, a number of remedial actions have also been delayed as a result of staff members
being stood down, limited resources and no trading activity.  

∑ On 16 March 2020, the VCGLR advised Crown that their Inspectors would be remaining in 
their office for the duration their shift, as a result of the COVID-19 pandemic. Crown
notified the relevant internal departments to continue to phone the Inspectors with any 
matters that would usually be reported (e.g. breach of Exclusion Order etc.), although the 
Inspectors would be unlikely to attend. Crown closed to the public as a result of the COVID-
19 pandemic on 23 March 2020.  The Inspectors largely left site from early April 2020.

∑ The Minister for Consumer Affairs, Gaming and Liquor Regulation has agreed to support 
two measures to provide relief to Crown in light of the closure of Crown Melbourne casino 
due to COVID-19 being:

1. agreement to waive the $25 million tax guarantee obligation under clause 22.10 of the 
Casino Management Agreement for the 2019-20 financial year; and

2. deferring further action in relation to outstanding poker tax for 12 months, although it 
is expected that this issue will be resolved by 30 June 2021.  It was also noted that the 
State will not be relinquishing the claim.

∑ On 8 August 2019, Crown Resorts issued an ASX Media Release advising that the NSW 
Independent Liquor and Gaming Authority (ILGA) would be conducting an inquiry under 
section 143 of the Casino Control Act 1992 (NSW) into the sale of Crown shares to Melco.  
The investigation (which will include a broader range of matters) commenced on 21 January 
2020.

On 7 February 2020, Crown Resorts reported that it had been informed by CPH that it and 
Melco Resorts had entered into a deed to terminate the obligations under the Share Sale 
Agreement regarding completion of the sale of the second tranche of Crown shares to 
Melco.

On 3 April 2020, ILGA announced that most of the work of the Casino Inquiry will be 
deferred as a result of the COVID-19 pandemic.

On 29 April 2020, Crown Resorts released to the market that The Blackstone Group Inc. and 
its affiliates had purchased 67,675,000 shares in Crown, representing 9.99% of the issued 
capital of Crown, from Melco Resorts & Entertainment Limited.

∑ On 2 April 2020, ACLEI’s Integrity Commissioner, Jaala Hinchcliffe announced that she has 
decided not to conduct public hearings in relation to ACLEI’s Operation Angove, being their 
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investigation into possible corruption issues arising from the 60 Minutes program on 28 July 
2019 and subsequent reporting in the Sydney Morning Herald regarding the Department of 
Home Affairs (Home Affairs) and its interactions with Crown Casino.

ACLEI investigators are currently finalising the last lines of inquiry in relation to Operation 
Angove.  The investigation will then move into the reporting stage, with a report being 
prepared for the Attorney General.  Given the public interest in this matter, the Integrity 
Commissioner will consider the release of a public report under section 209 of the LEIC Act 
once the investigation report has been provided to the Attorney General.

∑ On 7 April 2020, a VCGLR Inspector made enquiries into allegations that a minor was able to 
procure alcohol during government sanctioned quarantine (COVID-19) in a Crown hotel on 1 
April 2020. 

All alcohol was removed from the mini-bar prior to guest arrivals, however alcohol was 
available for purchase through in-room dining. The customer, an unaccompanied minor, 
had requested a bottle of wine and paid for it by credit card. The customer had been 
checked into the hotel by Department of Health and Human Services (DHHS) staff and 
Crown was not told that he was an unaccompanied minor.  Crown had previously informed 
DHHS that the hotels required minors to have a designated guardian for their stay.  It was 
noted that Crown had been provided with a copy of the minor’s identification, however as 
DHHS was processing the check in, it was not reviewed in the normal manner. On 15 April 
2020, the VCGLR emailed Crown seeking further detail of the incident, which Crown 
responded to on 16 April 2020.  There has been no further developments on this matter.

∑ On 13 January 2020, the VCGLR wrote to Crown seeking an explanation as to why the 
publication of a gaming machine advertisement was permitted to be developed outside the 
Casino. The VCGLR noted that a pillar located outside of the Village entry to the Level One 
Sports Casino displayed an electronic advertisement “1c&2c Pokies”.  Crown responded to 
the letter noting that it is permissible for directional signage within the complex to be 
displayed under reg. 30(f) of the Gambling Regulations 2015 (Vic).  The VCGLR has advised 
that it accepts Crown’s position and verbally advised that the matter is closed.

∑ In October 2019, the VCGLR wrote to Crown querying its tax treatment of bad debt write-
offs, for which Crown had not sought the VCGLR’s prior approval (as required by legislation).  
Crown noted that the debts were not written off from a regulatory perspective, as it 
retained the right to recover the debts should the relevant patrons return. To support this 
position, Crown provided examples of debts that had been recovered since being written off
on 30 June 2019.  

On 3 March 2020, the VCGLR wrote to Crown noting that it had concluded its review of this 
matter and advised that it did not object to Crown’s approach. 

2.1
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2. Regulatory Matters

Coronavirus (COVID-19)

On 16 March 2020, Stuart McCleland (Manager, VCGLR Onsite Inspectorate) and Adam Ockwell 
(VCGLR Director Compliance), advised Crown that their Inspectors will be entering the Crown 
building via Whiteman Street and until further notice, will be largely remaining in their office 
for the duration their shift, as a result of the COVID-19 pandemic. Michelle Fielding advised the 
relevant Crown departments to continue to phone the Inspectors with any matters that would 
usually be reported (e.g. breach of Exclusion Order etc.), although the Inspectors would be 
unlikely to attend. The Inspectors largely left site from early April 2020.

Crown will be engaging with the VCGLR at the appropriate time to discuss the casino re-
commissioning program.

ASX/Media Release – COVID - 19

On 23 March 2020, Crown Resorts released an ASX/Media response to COVID-19, following 
changes to Crown’s business operations:

‘Following statements issued by the Commonwealth and relevant State Governments in relation 
to the closure of all non-essential businesses, the Crown Melbourne and Crown Perth 
entertainment complexes have ceased the following operations:

∑ Gaming activities; and 

∑ Food & Beverage, banqueting and conference facilities other than the provision of 
takeaway meals or meal delivery services (where determined).

Hotel accommodation will continue to be provided in a reduced capacity.

Crown Aspinalls in the United Kingdom has also ceased operations.’

As at 27 May 2020, Crown Melbourne remains closed for business (with the exception of minor 
take-away food initiatives and some hotel accommodation activity).

Bad Debt Write-Off

In October 2019, the VCGLR wrote to Crown querying its tax treatment of bad debt write-offs, 
for which Crown had not sought the VCGLR’s prior approval.  Crown noted that the debts were 
not written off for regulatory purposes, as it retained the right to recover the debts should the 
patrons return, Crown also provided examples of debts that had been recovered since the 
write-offs on 30 June 2019.  Crown answered a series of questions regarding the technical 
veracity of Crown’s tax treatment and whether advice had been sought as to Crown’s tax 
treatment.  Crown quoted relevant sections of the GST Act and noted its communication with 
its advisors and the ATO.  

2.1
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On 3 March 2020, the VCGLR wrote to Crown noting: 

… I wish to advise that the VCGLR has concluded its assessment and does not object to Crown’s 
approach that a debt can be written-off for the purposes of s 126-20(2) of the GST Act but not 
“discharged” for the purposes of s 68(2)(e) of the Casino Control Act 1991.

The VCGLR will further refine its audit processes in relation to monitoring debts written off and 
discharged to inform the gaming tax settlement process, and may require further information 
from Crown to inform this process. 

[To be removed from future reports.]

Mercury Wheel

As reported previously, an issue was identified with a certain type of Roulette wheel in 
operation on the gaming floor.  Approximately 13 years ago, the manufacturer of the Roulette 
wheel delivered a version of the product that was different to the version approved by the 
Regulator and the ordered by Crown. The difference was not visible to the eye and Crown was 
not aware of being supplied different wheels until recently.  

The difference between the approved version and the version delivered was the inclusion of an 
additional in-rim sensor, which is not classified as regulated equipment and does not require 
individual approval,  it further does not affect the integrity of the game. 

The 56 affected Roulette wheels have been removed from the floor (the wheels were in the 
process of being removed for upgrade reasons), and additional verification steps are now 
undertaken for all equipment.  The Regulator is aware of the version issues, which has lead to a 
regulatory review of the versions of the Roulette wheels. 

Crown continues to respond to queries on the matter from the VCGLR.

ABA

The Australian Banking Association published a consultation paper for the use of credit cards 
for gambling transactions, calling for submissions by 31 March 2020 on how the banking 
industry can assist in minimising gambling harm.   Credit cards are not permitted to be used for 
gambling in casinos.

After consultation it was determined that Crown’s bankers have separate merchant codes 
applied to the different elements of Crown’s business and accordingly, there was very little risk 
of unintended consequences.  Crown elected not to make a submission.

[To be removed from future reports.]

Technical Requirements – Gaming Machines

Crown Melbourne is currently engaged with the VCGLR on its proposed draft of the Technical 
Requirements Document for Gaming Machines, which has the potential to also capture 
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Electronic Table Games. Crown Melbourne has also received a draft 'Baseline' document from 
the VCGLR, which seeks to amend the gaming and related systems that Crown requires 
approval for. Positive progress has been made on this matter with Crown and the VCGLR being 
close to settling the content of these documents. 

Section 25 Review 

The VCGLR's Section 25 Report contains 20 Recommendations, which Crown has accepted and 
is currently working through internally and is engaging with the VCGLR on. To date, 17 of the 
20 Recommendations have been responded to by Crown (Recommendation 8 is in two parts, 
the first of which fell due and was responded to as required, the second part is due 1 January 
2021). The other two remaining Recommendations are 9 and 20. Attached at Agenda Item 2.2 
is a table detailing the status of Crown's progress and commentary on the Recommendations. 

Meleo/ASX 

On 8 August 2019, Crown Resorts issued an ASX Media Release advising that the NSW 
Independent liquor and Gaming Authority {ILGA) will be conducting an inquiry under section 
143 of the Casino Control Act 1992 (NSW) into the sale of Crown shares to Meleo. The 
investigation (which will include a broader range of matters) commenced on 21 January 2020. 

On 7 February 2020, Crown Resorts released to the market that it had been informed by CPH 
that CPH Crown Holdings Pty limited and Meleo Resorts have entered into a deed to terminate 
the obligations under the Share Sale Agreement regarding completion of the sale of the second 
tranche of Crown shares to Meleo. 

On 3 April 2020, ILGA announced that most of the work of the Casino Inquiry will be deferred in 
the current context of the COVID-19 epidemic, until it is considered safe and practicable for all 
public aspects of the work to resume. 

On 29 April 2020, Crown Resorts released to the market that it had been informed that an 
entity owned by funds managed or advised by The Blackstone Group Inc. and its affiliates has 
purchased 67,675,000 shares in Crown, representing 9.99% of the issued capital of Crown, from 
Meleo Resorts & Entertainment limited. 

Preparation work continues on the Inquiry by Crown, MinterEllison and Counsel. 

China Matter 

As previously reported, the VCGLR has reopened its China investigation as a result of the 
allegations aired by Nine/Fairfax and requested contact details from Crown of its former China 
staff, together with the details of the confidentiality arrangements Crown has with the former 
China staff, which Crown has now provided. Crown and MinterEllison continue to liaise with 
the VCGLR on this issue. Crown has also waived privilege on a number of documents and duly 
provided those documents to the VCGLR. 

Jenny Jiang, through new lawyers, has lodged a Work Safe claim against Crown. REDACTED PRIVIL 

REDACTED PRIVILEGE 
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October 2019 W ilkie Allegations 

Mr Wilkie made fresh allegations of corruption between Victoria Police, the VCGLR and Crown, 
which have been sent to IBAC for investigation, as well as made public whistle-blower 
information from alleged VCGLR Inspectors and a Crown limousine driver around money 
laundering, drugs, sexual abuse and violence against women. 

Investigations by various regulators remain on-going. 

There has been no further updates/progress since the last report. 

Poker Tax 

The VCGLR claims that Crown is required to pay Gross Gaming Revenue {GGR) gaming tax on 
the entry fee component of poker tournaments held at Crown. Crown has disputed that entry 
fees are subject to gaming tax, primarily based on: 

• For a number of years in times past, the Rules for Poker Tournaments, approved by the 
VCGLR, specifically provided that GGR did not apply to the entry fee; 

• The ATO has declared that the entry fee component is 'not a gambling supply' and is 
therefore subject to GST; 

• The fee does not fit the definition of GGR or gambling, in that there is no possibility of a 
return from paying the fee as it is not wagered; and 

• The VCGLR has determined that poker tournaments where the buy-in is returned to players 
as prizes which are permitted outside the casino, are not subject to gambling regulation or 
a casino licence and are not subject to a gaming tax. 

The VCGLR has raised the matter periodically over more than 11 years and on 2 May 2018 
served Crown with a Notice pursuant to s 26 of the Casino Control Act 1991 (Vic) to provide 
certain data for an assessment to be made. Crown responded to the Notice and additional 
ongoing queries. 

The State Government has agreed to defer this matter being progressed in light of the impact 
of the COVID-19 pandemic on the business. 

Page 6 of 39 
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EGM Continuous Play

On 27 September 2018, the VCGLR served Crown with a Notice pursuant to s 26 of the Casino 
Control Act 1991 (Vic) to answer questions and provide data concerning EGM C8308, which the 
VCGLR allege was identified by Government Inspectors as operating in ‘Unrestricted Mode’, 
without YourPlay functionality activated.  Crown investigated the machine with its Approved 
Testing Facility (ATF) (BMM) and the machine’s manufacturer (IGT).  It was identified that the 
machine was not operating in unrestricted mode, however, it had a wiring fault, which meant 
that when a particular button was held down, it performed as if continuous play was in 
operation.  It should be noted that s 62AB of the Casino Control Act 1991 (Vic) provides:

(2) A casino operator must not allow a game to be played on a gaming machine unless each spin can 
be initiated only by a distinct and separate activation of the machine by the player (whether by pushing a 
play button, touching the screen or otherwise).

Crown responded to the Notice, advising that it was as a result of a machine hardware fault and 
also provided a copy of the manufacturer’s report into the machine.  

On 20 December 2018, the VCGLR (on-site Inspectorate) wrote to Crown requesting 
clarification on several matters relating to this incident and an explanation as to why Crown 
breached s 62AB(2) of the Casino Control Act 1991 (Vic) [a casino operator must not allow a 
game to be played on a gaming machine unless each spin can be initiated only by a distinct and 
separate activation of the machine by the player].  On 8 January 2019, Crown responded to the 
letter dated 20 December 2018, reinforcing its position as documented in Crown’s initial 
response dated 11 October 2018.  No reply has yet been received from the VCGLR.

As a consequence of this matter; on 19 November 2018 the VCGLR (Director, Compliance) 
wrote to Crown advising that they are continuing to investigate the circumstances relating to 
the malfunction of EGM C8308.  In this letter, the VCGLR sought further information from 
Crown as to whether regulation 18(6) of the Gambling Regulation (Pre-commitment and Loyalty 
Scheme) Regulations 2014 have been complied with.  On 18 December 2018, Crown responded 
asserting that no breach of Reg. 18(6) had occurred and attaching the VCGLR’s approval of the 
current operating format.  No response has yet been received from the VCGLR.

As a result of this issue, various audits and reviews of similar machines have been undertaken.  

There has been no further updates/progress since the last report.

Allegations

As a result of the various allegations raised by Nine/Fairfax/Wilkie, there are a number of 
regulatory actions taking place including an inquiry by ILGA (as referred to above), an 
investigation by ACLEI, a re-examination of the junket business at Crown Melbourne by the 
VCGLR, a VCGLR inspectorate audit of junkets and premium player programs in accordance with 
the internal controls, and an AUSTRAC assessment focussed on high risk patrons and politically 
exposed persons (although not referenced as specific to the allegations, it is not unrelated).  

2.1
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With respect to the ACLEI investigation, the investigation continues however ACLEI has 
announced that there will no longer be a public hearing for this matter.  Instead, the 
investigation will be carried out on the information gathered by ACLEI Investigators. These 
matters remain on foot.

3. Compliance Framework Status

All intended business units have now been integrated to the business wide compliance 
framework.  In line with the objective of continuous improvement, consideration will be given 
to incorporating further sub-departments, as may be required from time to time. 

All existing departments have prepared and are completing monthly compliance surveys and 
reporting into the Compliance Committee.

The FY20 Annual Compliance Plans for each business unit have been drafted, settled and signed 
off, with the exception of AML.

A planned review of the Requirements Register has been postponed due to the ongoing closure 
resulting from COVID-19. 

An external review of the Compliance Framework will be commissioned during the next 18 
months.

Material and other relevant matters from the Monthly Compliance meetings are reported on in 
Section 4 below.

2.1
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4. Compliance Issues 

Date of issue / 
De pt 

Finance 

New 

The table below represents new and existing alleged compliance breaches and other relevant issues which occurred during the period. These 

include breaches or issues identified either by a regu lator or as reported internally via compliance surveys or other means. Please note that 

due to casino operations ceasing on 23 March 2020, compliance surveys have not been completed for March, April and May 2020. Further, a 

number of remedial actions have also been delayed as a resu lt of staff members being stood down, limited resources and no trading activity. 

Description of issue Relevant legislation/ Status Remedial Actions 
regulation and 
Regulatory Authority 

1. March 2020 On 5 March 2020, Compliance Casino Control Act 1991 The employee, a Revenue Auditor, was Finance were reminded in 
received notification of a Licenced (Vic) seconded to Hotels as a Management writing of Crown's reporting 
Special Employee Termination with a Accountant . At the conclusion of the obligation under the Casino 
cessation date of 14 December 2019, S 56(1)(c) secondment, the employee took parental Control Act 1991 (Vic) . 
although the requirement under (C) leave. 

The VCGLR has not raised any 
legislation is to report terminations to 
the VCGLR with in a week. Finance contacted the employee about her queries regard~ng this matter. 

return, who then confirmed that she would 
not be returning from parental leave. An ECA 
was raised with an incorrect termination date 
back-dated to the secondment expiry date, 
not the date of notificat ion to Crown. 

The employee's cessation, being the date 
Crown was not ified of her not return ing, was 
not ified to the VCGLR. 

LEGAL_526578.2 
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• 
Date of issue / Description of issue Relevant legislation/ Status Remedial Actions 
De pt regulation and 

Regulatory Authority 

Food & Bevenige 

New 

April On 7 April 2020, VCGLR Inspector Rohin Uquor Control Reform All alcohol was removed from the mini-bar Comments and alerts were 
2. 

2020 Barker phoned the Hotel Duty Manager Act 1998 (Vic) prior to guest arrivals, however alcohol was entered by a Front Office 
at Crown Promenade to make enquiries available for purchase through in room Supervisor on S/04/20 once 
into allegations that a minor was able to VCGLR dining. Crown became aware of the 
procure alcohol during government customer being a minor. 
sanctioned quarantine (COVID-19) on 1 (V) The customer, an unaccompanied minor, 
April 2020. requested a bottle of wine and paid for it by Processes were changed to 

credit card. The customer had been checked ensure all Government initiated 

The Duty Manager responded to Mr into the hotel by the Department of Health quarantine patrons were ID 
Barker's questions and emailed him a and Human Services (DHHS) staff and checked and their age verified 
copy of records, including the alcohol Crown was not told that he was an on the day of check-in, by 

purchase receipt, as requested. unaccompanied minor. Crown had Crown. 
previously informed DHHS that the hotels 
required minors to have a designated 
guardian for their stay. It was noted that 
Crown had been provided with a copy of the 
minor's identification, however as DHHS 
was processing the check in, it was not 
reviewed in the normal manner. 

The minor (17 y.o.) was subsequently found 
to have consumed alcohol, by a nurse 
conducting a routine welfare check. 

Page 10 of 39 
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• 
Date of issue / Description of issue Relevant legislation/ Status Remedial Actions 
De pt regulation and 

Regulatory Authority 

On 15 April 2020, the VCGLR emailed Crown 
seeking detail of the incident, which Crown 
responded to on 16 April 2020. As at 15 

May 2020, no further contact from the 
VCGLR has been received on the matter. 

Existing 

3. November On 15 November 2019, a VCGLR Liquor Control Reform Footage was collected by the VCGLR on 16 The statements required 

2019 Inspector requested footage and Act 1988 (Vic) November 2019. further detail and were 
statements relating to three (3) males 

Casino Control Act 1991 Statements have been prepared ( 13 January 
returned to the staff involved 

regarding an RSA matter. and we are awaiting their 
(Vic) 2020) and were reviewed by legal. return. 

Statements were requested from a 
(V) Table Games Area Manager, Dealer and 

two F&B Attendants along with any 
details Crown may hold on the three 
males. The men were observed in the 
vicinity of the Jackpot Bar, Pits 4, 6 & 7 

and EGM F2701 acting in a loud manner 
that drew the VCGLR's attention to RSA 
concerns. 

A Table Games Manager had already 
engaged with the group earlier during 
their visit and did not note any RSA 

issues, and although F&B ceased 
serving the group alcohol at a later 
point in time, F&B did not consider it 
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• 
necessary for Security to remove the 
group. 

Gaming Machines 

New 

4. 

5. 

March 2020 Escrow is not reporting reliably from 
DACOM. The relevant report is not 

correctly dealing with the 
introduction of Funded Startout 
Jackpots (FSTRT) and there is an 
issue with the overflow 

March 2020 

calculation. Gaming Finance are 
unable to reconcile the movements 
and Escrow was not accrued 
correctly for February and March 
2020. 

Gaming Machines identified (during 
internal testing) access to an option 
in the Audit Menu to change the 

LEGAL_526578.2 

VCGLR 

(C) 

Casino Control Act 1991 
(Vic) 

Crown has made the VCGLR aware of the 
issue and its impact on reporting. 

An updated software base change was 
implemented in February 2020, whereby 
changes to the BNA note acceptance settings 

The issue will be partially 
rectified in DACOM release 
(6.24), approved on 16 March 
2020. The installation of this 
version of DACOM has been 
delayed by IT due to the 
COVID-19 shutdown of the 
business. An additional fix has 
been scheduled into the 
development of DACOM 6.25, 
estimated to be completed by 
the end of June (subject to 
VCGLR approval), after which 
the reports for the months of 
February, March, April and 
May will be re-run and 

submitted to the VCGLR. 

Crown is working with STG to 
develop a new software base 
for the remaining product. The 
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• 
Date of issue / Description of issue Relevant legislation/ Status Remedial Actions 
De pt regulation and 

Regulatory Authority 

BNA settings to accept $100 notes S62AB must be completed behind the logic seal update will be applied once 
without breaking logic or applying a 

(C) 
{195 machines). approved and tested in-house. 

power cycle to verify the change. 

This matter relates to the STG/Bally 
Approximating 70 machines were unable to A Splunk Report has been 

product on 265 machines. The Audit be updated using the above method. The developed to monitor $100 

Menu is currently only accessible to 
remaining product have had the $100 note note insertions on these 

authorised staff via a secure key. acceptance disabled manually at the BNA machines as an additional 
level ensuring the EGMs do not accept $100 safeguard. 
notes (even if the BNA configuration is 
changed). 

Existing 

6. January On 13 January 2020, the VCGLR Gambling Regulation Act The matter has been concluded. On 11 February 2020, Crown 
2020 wrote to Crown seeking an 2003 

The VCGLR has accepted Crown's position 
responded to the letter noting 

explanation as to why the that it is permissible for 
publication of a gaming machine 

Section 3.5.34AA(2) and verbally advised that the matter is directional signage within the 
advertisement was permitted to be Gambling Regulation 2015 closed. complex to be displayed under 
displayed outside of the casino (Vic) [To be removed from future reports.] reg. 30{f) of the Gambling 
boundary contrary to the Gaming Reg 30(1) Regulations 2015 (Vic). 
Regulation Act 2003 (Vic) (Act). The 

M VCGLR noted that on 30 December 
2019, a pillar located outside of the 
Village entry to the Level One Sports 
Casino displayed an electronic 
advertisement "1c&2c Pokies'. 

7. September On 27 September 2018, the VCGLR Casino Control Act 1991 On 11 October 2018, Crown responded to A full audit of all machines has 
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• 
Date of issue / Description of issue Relevant legislation/ Status Remedial Actions 
De pt regulation and 

Regulatory Authority 

2018 issued Crown w ith as 26(1) Notice (Vic) s 26{1) and s 62AB(2) the Notice. The cause was a wiring fault, been carried out. 
pursuant to the Casino Control Act 

Gambling Regulation Act 
which permitted the machine to imitate play 

An enhancement to the audit 1991 (Vic), requesting information in continuous mode if a particular button 
pertaining to EGM C8303 operating 

2003 (Vic) 
was held down. 

and checking procedures (EGM 

in continuous play mode (alleged as Ministerial Directions 
Commission Checklist) has now 

'unrestricted mode' in the Notice), 
On 8 January 2019, Crown responded to the been implemented. A specific 

when a Your Play card was not Victorian Commission for second VCGLR letter dated 20 December test is now required for all IGT 

inserted. Gambling and Liquor 2018, reinforcing its position as documented AUl cabinets upon installation, 

Regulation Act 2011 (Vic) in Crown's initial response dated 11 October the result must be recorded 
On 20 December 2018, the VCGLR Part 4 s 32(3) 2018. (and pass) before the machine 
(on-site Inspectorate) wrote to 

On 18 December 2018, Crown also 
is placed into game play. 

Crown requesting a clarification on VCGLR 

several matters relating to this responded to the VCGLR's letter dated 19 

incident and an explanation as to 
(V) November 2018, asserting that no breach of 

why Crown breached s 62AB(2) of Reg. 18{6) had occurred and attaching the 

the Casino Control Act 1991 (Vic). 
VCGLR's approval of the current operating 
format. 

As a consequence of t his matter; on 
On 6 November 2019, the VCGLR verbally 19 November 2018 the VCGLR 

(Director, Compliance) again wrote noted that this matter has moved from the 

to Crown seeking further VCGLR's Legal Team and is now w ith the 

information as to whether regulation 
Commission for its consideration. 

18{6) of the Gambling Regulation As at 27 May 2020, no further contact from 
(Pre-commitment and Loyalty the VCGLR has been received on the matter. 
Scheme) Regulations 2014 had been 
complied w ith. 

Regulatory and Compliance 
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• 
Date of issue I Description of issue Relevant legislation/ Status Remedial Actions 
De pt regulation and 

Regulatory Authority 

New 

8. March 2020 On 12 March 2020, the VCGLR wrote Casino Control Act 1991 On 26 March 2020, Crown complied with the Remedial action is not required 

to Crown request ing information {Vic) request and produced t he requested in t his instance. 
under sect ion 166 of the Casino information to the VCGLR. 
Control Act 1991 (Vic). Crown was 

Crown reminded the VCGLR 

directed to provide information on t hat Victoria Police can (and do) 

financial transactions made by 
frequently request information 

The 
directly from Crown. 

information was to be provided to 

Victoria Pol ice by the VCGLR. 

Existing 

9. August On 9 August 2019, the VCGLR issued Casino Control Act 1991 Crown has responded to the requests as Not required. 

2019 Crown Resorts with a section 26 (Vic) required. 
Notice. The Notice requested 

s 121 Ancillary enquiries have been raised by the 
informat ion regarding the Junket 
Operators' process and procedures s 26 

VCGLR, which have been (and are being) 

undertaken by Crown Resorts (and 
responded to as required. 

its associated corporate entities, s 141 As at 27 May 2020, no outcome from the 
including Crown Melbourne Limited Victorian Commission VCGLR has been received on the matter. 
(Crown)) and the ongoing probity for Gambling and Liquor 
monitoring of j unkets by Crown. Regulation Act 2011 

The VCGLR requested specific s9 
informat ion in relation to: 
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Security 

New 

10. March 
2020 

LEGAL_526578.2 

On 14 February 2020, an RSA 
employee attended an internal 
Crown job interview in possession of 

Crown sensit ive material. 

Internal Control 
Statement - Junket and 

Premium Player 
Programs: clauses 2.5.1 

and 2.5.2 

Employee Code of 
Conduct 

Confidential Information 

(C) 

The incident was reported to Legal. 

The employee was suspended pending an 

interview with HR. 

The employee did not attend 
any of his scheduled meetings 
regarding his conduct due to a 
number of reasons, some being 
medical. 

During this t ime, Crown stood 
down all RSA Officers due to the 
casino closure. The employee 
was an active employee and 

therefore just like all other RSA 
Officers, he was also stood 
down. 
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• 
Date of issue / Description of issue Relevant legislation/ Status Remedial Actions 
De pt regulation and 

Regulatory Authority 

This matter will be progressed 
when Crown resumes normal 
operations. 

Surwillance 

Existing 

11. August On 5 August 2019, Regulatory and Baccarat SOP The matter was raised in a Compliance/Table Regulatory and Compliance 

2019 Compliance became aware that 9.2.3{b)(i) Games meeting, where it was agreed that the finalised a review of all ICSs 
Surveillance may not have been 

(C) 
clause would be reviewed in the next SOP and SOPs for all departments, 

notified (via a page in the system) in all review. where related to Surveillance, 
instances when cards are replaced on 

Regulatory and Compliance have commenced 
on 1 November 2019. The 

Baccarat in accordance with the SOPs. review identified all reporting 
the review process of the Baccarat SOPs with requirements to various 
Table Games. The legitimacy of the clause to 

departments and regulatory 
notify Surveillance has been highlighted bodies. Surveillance has 39 
{Surveillance have also been included into the instances of documented 
process). notifications within Standard 

The notification process is further hindered by Operating Procedures. 

limitations with respect to paging in ATOM Meetings for the sharing of this 

(page for new cards from a Dealer triggers a information were held in 

page to Surveillance. ATOM also has a 'No January/February 2020 (with a 

page' option, used when an Area Manager is at view to remind relevant 

the Table. This option eliminates another Area departments of the matters to 

Manager being called over). be reported). Departments 

Multi-Terminal Baccarat does not have an 
were in the process of 
reviewing the information and 
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• 
Date of issue / Description of issue Relevant legislation/ Status Remedial Actions 
De pt regulation and 

Regulatory Authority 

option on ATOM to page when new cards are are yet to respond due to the 
required. COVID-19 interruptions. 

Table Games advised a change 
in process was communicated 
to staff. The process change is 
to ensure that the system 
activates an alert to 
Surveillance in all instances 

where cards are replaced on 
Baccarat. Mult i-Bet Baccarat 
requires the 'new equipment' 
button to be pressed when 
introducing new cards to the 
table, ensuring Surveillance are 
alerted. 

Table Games 

New 

12. March 2020 On 9 March 2020, an identified patron Crown Table Games A review of the incident identified the offender The Memo updated current 
removed 14 red cards from Blackjack 

Integrity 
presenting a Crown Rewards card. Details processes, directing staff to 

Table0702. were escalated to VicPol who were able to ensure vigilance and to ensure 

(C) retrieve the cards. cards are visually checked 

The retrieved cards also included two (2) 
every two (2) hours or when 
directed by a TG Area 

Baccarat (BA) paper cards (with two (2) of the 
Manager or above. 

plastic Black Jack (BJ) cards missing). A further 
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• 
Date of issue / Description of issue Relevant legislation/ Status Remedial Actions 
De pt regulation and 

Regulatory Authority 

invest igation found the offender as having 
successfully swapped the two BJ cards on BA a 
few days later. All cards were accounted for. 

On 12 March 2020, Table Games issued a 
Memo {2163} regarding card securit y. 

{To be removed from future reports.] 

Existing 

13. November On 14 November 2019, t he VCGLR Casino Control Act 1991 On 27 November 2019, Crown responded to No action required. 

2019 wrote to Crown requesting an (Vic) the letter, stating that it is Crown's view that 
explanation as to why a pat ron was 

(V) 
Table Games staff acted w ithin the Rules of 

permitted by Table Games staff to Baccarat to permit the player to retract their 
move a wager from Banker to Player wager. 
after the Player cards had been 

As at 27 May 2020, no further contact from exposed; and during the same coup, 
the pat ron was permitted to remove the VCGLR has been received on the matter. 

his losing wager. 

14. October On 3 October 2019, Crown received a Casino Control Act 1991 On 9 October 2019, Crown responded to t he The Dealer received the 
2019 letter dated 9 September 2019 from (Vic) VCGLR, accepting t hat the dealer had failed to following action: 

the VCGLR. The VCGLR requested an 
5.3 Roulette Rules 

adhere to t he Rules. Crown reiterated t hat it 
explanation as to why the Dealer on does not tolerate breaches of Rules nor 1. Higher Duties were 

AR3112 disregarded Roulette Rule 5.3 (V) Standard Operating Procedures by its 
removed for a period of 

on two (2) occasions by not signalling employees. Crown noted that the employee three {3) months. 

or announcing 'no more bets' whilst had received appropriate disciplinary action, 2. A verbal warn ing was 

the ball was still rotating around the including placing the Dealer on a performance 
issued. 
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• 
Date of issue / Description of issue Relevant legislation/ Status Remedial Actions 
De pt regulation and 

Regulatory Authority 

wheel. improvement plan and additional tra ining. 3. The Dealer w ill be 

As at 27 May 2020, no further contact from 
monitored by Surveillance 
for closer 

the VCGLR has been received on the matter. 
investigations/auditing. 

4. The Dealer was placed on a 
performance improvement 
plan for three months. The 
Dealer agreed to be audited 
fortnightly w ith immediate 
feedback to be given 
directly to him. 

5. The Dealer w ill undertake 
an SOP refresher on all his 
games, including Poker 
Minors, to e liminate any 
further instances of non-
compliance. 

15. August On 1 August 2019, t he VCGLR Gaming Equipment As at 27 May 2020, no further contact from Table Games have removed 

2019 inspected Pit 7 Storage Cupboards. 
(V) 

the VCGLR has been received on the matter. access to the Pit 7 Storage 
Multiple discrepancies were noted by Cupboard to all Area 
the Inspector. 

[To be removed from future reports.] 
Managers. 

A dedicated Assistant Casino 
Manager is now tasked with 
maintaining the Storage Area. 

16. July 2019 On 25 June 2019, Crown made a Casino Control Act 1991 In July 2019, Crown replaced its Mercury 2 As at 31October 2019, all 
submission to t he VCGLR to approve (Vic) wheels with Mercury 360 wheels, which it was Roulette wheels on the gaming 
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Date of issue/ Description of issue Relevant legislation/ Status Remedial Actions 
Dept regulation and 

Regulatory Authority 

LEGAL_526578.2 

updates to Spreadbet Roulette (an 
electronic side wager system that 
runs off Cammegh screens linked to 
Cammegh Roulette Wheels). During 
this process, it was identified that the 
system was proposed to run off 
Cammegh Mercury 360 and Cammegh 
Mercury 2 Roulette Wheels, however, 
Crown was unable to locate a prior 
specific approval for Mercury 2. It 
was revealed that the term Mercury 
was used interchangeably by 
Cammegh to refer to both the 
Mercury and Mercury 2 products -
only minor differences existed 
between both wheels, neither of 
which impacted in any way on the 
running of the game (primarily, 
components which consisted of 
sensors used to detect the numbers 
and portray them on a display 
screen). This was communicated to 

the VCGLR. 

s 60 

(V) 

s 126 

scheduled to do as the Mercury 2 wheels are 
no longer manufactured. 

The submission was amended and re­
submitted with t he VCGLR on 15 October 2019 
after extensive communication w ith BMM to 
remove reference to the Mercury 2 (amongst 
other changes). 

On 12 November 2019, Mr Roh in Barker of the 
VCGLR requested a list of all Roulette Wheels 
on the floor. Crown complied w ith the 
request. 

On 14 November 2019, Mr Barker further 
emailed Crown to advise that eight {8) 
Mercury 2 Roulette Wheels in Pit 17 had 
different asset and serial numbers than those 
on the report and queried why the previous 
wheels were removed the day prior. Crown 
noted t hat this was a t iming issue between the 
printing of the report and the inspection by 
the VCGLR. The wheels were removed as a 
part of a pre-arranged upgrade. 

Sam Laffy {VCGLR) further requested 
additional information regarding the use of 
Cammegh Gaming Equipment. The request 

included: 

• Detail of Cammegh Roulette Wheels 

floor are Mercury 360, w ith the 
exception of 8 wheels which 
are known as the Mercury 
Special Wheels (covered by an 
approval) located in the Teak 
Room. 

Crown has received approval 
for Spreadbet Roulette from 
the VCGLR. 

Discussions with Table Games 
have been undertaken and 
they will commence a 
catalogue and electronic fi ling 
system for certification and 
commissioning documents. 
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• 
Date of issue / Description of issue Relevant legislation/ Status Remedial Actions 
De pt regulation and 

Regulatory Authority 

operated by Crown (preferably including 
Asset and Serial numbers, locations and 

dates of service). 

• VCGLR approval reference numbers 
relevant to the Cammegh Roulette Wheels 

identified. 

• Detail of Cammegh Roulette Match I Side 
Bet system hardware operated by Crown 

(preferably including Asset and Serial 
numbers, location and dates of service). 

• Table Games Certification Forms I 
Commissioning documents related to the 

movement or deployment of Cammegh 

Roulette Match I Side Bet system 
hardware operated by Crown. 

As of 15 May 2020, Crown is in the process of 
collating the requested information and has 
not yet responded to the request. Crown is 
unable to locate all material related to this 
request, due to a change in Table Games 
administration staff and historical nature of 
this matter. 

17. July 2019 On 4 July 2019, the VCGLR wrote to Casino Control Act 1991 On 23 July 2019, Crown responded to the As the result of a number of 
Crown requesting an explanation in (Vic) letter defending Crown's position that the recent VCGLR letters, audits 
relation to a patron complaint. The Area Managers had made the correct decision are being undertaken for 
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Dept regulation and 

Regulatory Authority 

LEGAL_526578.2 

matter relates to an allegation that on 
14 May 2019, the Dealer on PK3311 
exposed the cards too early on the 

River. 

s 64 

Poker Rules 14.9.5 

(V) 

given the circumstances. Crown relied on 
Poker Rules 1.1, 8.8, 18.11 and the patron's 
behaviour at t he time (refusing to comply with 
a direction to reveal his cards). 

As at 27 May 2020, no further contact from 
the VCGLR has been received on the matter. 

[To be removed from future reports.] 

greater scrutiny of ensuring 
dealers are dealing in line with 
SOPs and Rules. During the 
audits, Area Managers (AMs) 
on the floor are being given 
direct feedback and asked to 
address all issues with the 
dealers in question. AMs are 
expected to have immediate 
coaching conversations (as 
soon as practical) and 
document each interaction. 

The following early signs of 
compliance improvement have 

been seen: 

• Noticeable improvements 
seen in the Maple and 
Mahogany Rooms. 

• Immediate coaching 
discussions are occurring, 
there was more than 80 
coaching conversations 
documented in a week. 

• Staff are also being 
rewarded for their 
positive efforts. 
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• 
Date of issue / Description of issue Relevant legislation/ Status Remedial Actions 
De pt regulation and 

Regulatory Authority 

A full review by Crown Table 
Games of its SOPs is almost 
complete, in order to improve 
education. 

18. March 2019 On 26 March 2019, the VCGLR Casino Control Act 1991 On 4 April 2019, Crown provided the VCGLR Surveillance worked w ith the 
requested that Crown provide (Vic) with the requested footage. manufacturer to identify t he 
footage of a patron who t hey allege 

S 81AAC Gambling or On 3 May 2019, Crown became aware that 
cause of the corrupted file, 

was gambling whilst intoxicated. It is however the matter was 
alleged t hat the patron placed a bet 

betting by intoxicated archived footage of the incident was 
unable to be replicated and the 

on Roulette 3112 at approximately persons prohibited corrupted. The VCGLR is aware that not all 
root cause not identified. 

05:28 hours. The VCGLR has also (V) 
footage was provided. Legal has requested an 

requested a statement from t he investigation into how the footage became Crown has enhanced Dealer 

Dealer and an F&B employee 
corrupted. training regarding RSA matters. 

involved. The VCGLR has been provided with all 
employee statements and available footage 
(inclusive of the corrupted file). 

As at 27 May 2020, no further contact from 
the VCGLR has been received on the matter. 

19. March 2019 On 28 March 2019, the VCGLR wrote Casino Control Act 1991 On 15 April 2019, Crown responded to the The Dealer received 
to Crown seeking an explanation as to (Vic) matter. disciplinary action and t he 
why on 10 March 2019 an alleged 

Poker Rule 17.4.1 and As at 27 May 2020, no further contact has 
Poker team received additional 

breach of Poker Rule 17.4.1 and extensive briefing to ensure 
17.6.1 occurred on PK17 between 17.6.1 been made by the VCGLR on th is matter. adherence w ith Rule 17.4.1 
04:30 and 05:44. It was alleged that (V) [To be removed from future reports.] and 17.6.1. 
the Dealer failed to activate the 
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• 
Date of issue / Description of issue Relevant legislation/ Status Remedial Actions 
De pt regulation and 

Regulatory Authority 

Jackpot Button on multiple occasions Table Games has sent a note to 
and did not alert the TG AM (or all poker staff regarding this 
above) to remedy the situation. issue and has issued fi le notes 

and written warn ings to 
relevant staff. The escalated 
response arose from the 
Compliance Framework 
identifying a negative t rend in 
this area and rectification 
action was initiated to address 

the weakness. 

Automation of the Jackpot is 
being implemented. 

20. January On 29 January 2019, the VCGLR wrote Casino Control Act 1991 On 27 February 2019, Crown responded to the The Dealer received 
2019 to Crown requesting an explanation (Vic) VCGLR noting the seriousness of t he matter. disciplinary action and t he 

as to why on 9 January 2019, Poker 
Poker Rule 17.4.1 & As at 27 May 2020, no further contact has 

Poker team received extensive 
Rule 17.4.1 & 17.6.1 was disregarded briefing to ensure adherence 
by the Dealer on PKlO. The VCGLR 17.6.1 been made by the VCGLR on this matter. 

with Rule 17.4.1and17.6.1. 
alleges that the Dealer did not (V) [To be removed from future reports.] 

Table Games has sent a note to activate t he jackpot button at the 
all poker staff regarding this 

commencement of play, nor notify 
the Area Manager to make the issue and has issued fi le notes 

appropriate adjustment. 
and written warn ings to 
relevant staff. The escalated 
response arose from the 
Compliance Framework 
identifying a negative t rend in 
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• 
Date of issue / Description of issue Relevant legislation/ Status Remedial Actions 
De pt regulation and 

Regulatory Authority 

this area and rectification 
action was initiated to address 
the weakness. 

Area Managers have closely 
monitored Rule adherence and 
ensure that Dealers are 
coached around this on a daily 

basis. 

For Dealers who are identified 
as repeating the behaviour, 
disciplinary action follows in 
the form of verbal warnings 
and written warn ings. 

21. January On 29 January 2019, the VCGLR wrote Casino Control Act 1991 On 27 February 2019, Crown responded The Dealer received 
2019 to Crown requesting an explanation (Vic) noting human error as the cause and that this disciplinary action and t he 

as to why on 8 January 2019, Poker 
Poker Rule 17.4.1 

was not an intentional act to manipulate the Poker team received extensive 
Rule 17.4.1 was disregarded by the jackpot or contravene the Rules. briefing to ensure adherence 
Dealer on PK16. The VCGLR allege (V) 

As at 27 May 2020, no further contact has 
with Rule 17.4.1. 

that the Dealer activated the jackpot 
button multiple times during a single 

been made by the VCGLR on this matter. Table Games has sent a note to 

hand, thus manipulating the jackpot [To be removed from future reports.] 
all poker staff regarding this 
issue and has issued fi le notes system. 
and written warn ings to 
relevant staff. The escalated 
response arose from the 
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Date of issue / Description of issue Relevant legislation/ Status Remedial Actions 
De pt regulation and 

Regulatory Authority 

Compliance Framework 
identifying a negative t rend in 
this area and rectification 
action was initiated to address 
the weakness. 

Area Managers have closely 
monitored this Rule for 
adherence and ensure that 
Dealers are coached around 
this on a daily basis. 

For Dealers who are identified 
as repeating the behaviour, 
disciplinary action follows in 
the form of ver bal warnings 
and written warn ings. 

22. January On 29 January 2019, the VCGLR wrote Casino Control Act 1991 On 18 February 2019, Crown responded to the Crown emphasised that t he 
2019 to Crown requesting an explanation (Vic) matter. Crown noted human error as the Dealer did not intentionally 

as to why on 1 December 2018, Poker 
Poker Rule 7. 7 

cause, with the error being rectified collect additional commission 
Rule 7.7 was disregarded. The VCGLR immediately by the ACM on duty. contrary to Poker Rule 7.7. 
allege that the Dealer on PKl 7 (V) As at 27 May 2020, no further contact has The Dealer received a coaching 
allowed additional commission to be 
collected. 

been made by the VCGLR on this matter. note reiterating the 

[To be removed from future reports.] 
importance of commission 
taking accuracy and received 
additional training. 

Muster notes were focused on 
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• 
Date of issue / Description of issue Relevant legislation/ Status Remedial Actions 
De pt regulation and 

Regulatory Authority 

this accuracy in the short term 
to ensure that the whole team 
were ret rained of the 
importance of the Rule. 

23. January On 15 January 2019, the VCGLR wrote Casino Control Act 1991 On 7 February 2019, Crown responded to the PG Rule 10.2.1 was re-iterated 

2019 to Crown requesting an explanation (Vic) matter. Crown asserted that the game had to the w ider PG dealing group 
as to why on 21 August 2018, multiple 

Pai Gow Rules 
been dealt in accordance w ith the Rules of Pai through team muster notes, 

(alleged) breaches of cl. 10.2.1 of t he Gow, with adequate supervision from the Area AM catch ups and supervisory 
Pai Gow Rules (pat rons talking to each (V) Manager. However, did agree that the Dealer coaching. 
other about their hands) occurred on could and should have been more assertive in 
PG8910 (between 3:00am - 4:00am), ceasing the communication between the 
being a breach s 60{2)(c) of the Casino players. 
Control Act. 

As at 27 May 2020, no further contact has 
been made by the VCGLR on th is matter. 

[To be removed from future reports.] 

24. January On 14 January 2019, the VCGLR wrote Casino Control Act 1991 On 7 February 2019, Crown responded to the The Dealer was issued with the 
2019 to Crown requesting an explanation (Vic) matter. Crown accepted that the Dealer made appropriate disciplinary action 

as to why on 16 October 2018, 
Caribbean Stud Poker 

errors when dealing the game and t hat the and has undergone re-training 
Caribbean Stud Poker Rules 7.5.3 (63 oversights were corrected by t he Area in the Rules and procedures of 
alleged breaches) - including failing to Rules 7.5.3, 7.51(a) and Manager on duty. Caribbean Stub Poker. 

increment the Jackpot amount, 7 .6.2 
7.6.2 

(3 alleged breaches) and 7.5.l{a) (one (V) 
On 6 June 2019, Crown was advised that the 

alleged breach) were not followed by 
matter was before the Commission. 

the Dealer on CS0718. As at 27 May 2020, no further contact has 
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On 6 December 2018, the VCGLR 
wrote to Crown stating that on 20 
October 2018, Inspectors observed an 

alleged breach of Poker Rule 14.2.S by 
the Dealer on PK16. The VCGLR has 
sought an explanation from Crown as 
to why the Dealer did not place the 
'boxed card' in the 'muck'. 

On 13 February 2020, the VCGLR 
wrote to Crown seeking an 

explanation on two anomalies found 
during a Premium Player audit for. 

(i) The Premium Player Settlement 

Sheet for program •••I 
recorded a turnover of $1,217,867 

whereas turnover as calculated 

Casino Control Act 1991 
(Vic) 

Poker Rule 14.2.S 

(V) 

Casino Control Act 
1991 {Vic) 

Junket and Premium 

Player Programs 
Internal Control 
Statement 

Section 4. Commission 

(V) 

been made by the VCGLR on this matter. 

On 18 December 2018, Crown responded to 
the letter citing human error as the cause of 
the incorrect placement of the boxed card. 

The boxed card was isolated and unable to be 
used in play and therefore there was no risk to 

the integrity of the game or any players. 

As at 27 May 2020, no further comment has 

been received from the VCGLR. 

[To be removed from future reports.] 

On 12 March 2020, Crown responded to the 
letter, providing that: 

(i) The Player Rating Transaction Report 

details eight (8) cash ratings (which do 
not form a part of program••• 
These eight (8) ratings total $84,810 in 
turnover, conversely, the Premium 
Player Settlement Sheet accounts for 

turnover calculated on the program 

The Poker management team 
and the Dealer have been 
advised of the importance of 

compliance with the Poker 
Rules and SOPs. 

All staff have been checked for 
understanding. 

No remedial action is requ ired 
as Crown does not consider that 

there were any errors. As to 
point (i i), Crown was also unable 
to ascertain from the VCGLR 

what they considered had been 
breached by the patron 
contributing to his expenses. 
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• 
Date of issue I Description of issue Relevant legislation/ Status Remedial Actions 
De pt regulation and 

Regulatory Authority 

from the Player Rating Transaction only and does not attribute the 
Report for the program period was $84,810. Accordingly, no calcu lation 
$1,302,677 - a difference of errors have occurred; and 
$84,810. 

(ii) remium Player Program 
(ii) The Premium Player Settlement Agreement allows for a 

Sheet for program Complimentary Allowance of .10% of 
recorded "over comps" of $2,000 the Program's total turnover. In this 

whereas expenses recorded for case, - was entitled to 
Ruzi's stay at Crown Towers was $1,217.87 in Complimentary value, 
$2,2S9.45. Crown withheld $2,000 from -

commission to cover the excess 
expenditure in excess of the 
allowance, as per clause (4)(b) of the 
Agreement. 

As a consequence of 

accommodation expenditure, he was asked 
to contribute $2,000 towards his expenses, 
which he did. 

As of 27 May 2020, no further comment has 
been received from the VCGLR. 

27. February On 13 February 2020, the VCGLR Casino Control Act On 24 March 2020, Crown responded to t he The staff member who entered 

2020 wrote to Crown alleging a breach of s 1991 (Vic) let ter noting that Crown was not in breach of Alan McGregor's name in error 

2.1 of the Cheque Cashing and Credit the ICS or SOP on the grounds that - is was counselled. 
Facilities Internal Control Statement. s 121 approved for AUD7.SM, with the approval is 
The VCGLR noted anomalies found Cheque Cashing and dated September 2016. 
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LEGAL_526578.2 

Operator audit 

(i) There was no application for a 
Cheque Cashing Facility or Credit 

Facility Limit Change to increase 
- credit facility form $3M to 
$SM, required by Section 2.4 of 
the Current Standard Operating 

Procedures for Cheque Cashing 
and Credit Facilities. 

(ii) There was no correspondence 

between Crown Melbourne 
Limited and Law with respect to 
the credit limit change. 

(iii) The Junket Program Agreement 
signed on 21 December 2019, 
recorded front money of $3M. 
However, four days earlier on 18 
December 2019, Authorisers 
seemingly approved the credit 
limit change. The Junket Program 
Agreement did not record front 

money of $SM. 

(iv) The authorisers, according to the 

Control Statement 

S 2.1 The application of 
structured documented 
processes for: 

2.1.1 The initial 
establishment, 
amendment, 

suspension and/or re­
instatement and 
cancellation of patrons' 

cheque cashing and/or 
credit facilities (as well 
as restricted facilities); 
and 

2.1.2 The monitoring 

and follow-up of patron 
indebtedness and the 
collection of discharge 
(either wholly or partly) 
of patron debts. 

(V) 

. 
Front Money, but was approved for a TIO of 
up to AUDSM (the AUD3M meets the Front 
Money requirements even though AUDSM 
was drawn at the time, therefore Crown has 
met the Front Money requirements). 

Crown can confirm the authorisers as Roland 
Theiler, Barry Felstead and Jacinta Maguire. 
A team member with in Crown's Cage entered 

the incorrect authoriser (Alan McGregor) into 
Syco, Credit Control advised the Cage the 
following day of the entry error. The 
Maintenance Report still reflects the error as 

it cannot be amended in Syco, it can only be 
recorded manually on the report for future 
reference (which it is). 

No Credit limit increase has occurred in this 

instance. 

As of 27 May 2020, no further comment has 

been received from the VCGLR. 
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De pt regulation and 

Regulatory Authority 

include Jacinta Maguire. Whereas, 
the Cheque Cashing Maintenance 
report for the credit limit increase 
does not include Maguire as an 
Authoriser but Alan McGregor 
instead. 

(v) There was no correspondence 
between Credit Control and the 
Authorisers with respect to the 

credit limit increase. 

Existing 

28. November On 14 November 2019, the VCGLR Casino Control Act The three players were listed on a 'Junket Chip No action requ ired. 

2019 wrote to Crown alleging a breach of s 1991 (Vic) Cash-outs' document (an internal document 
121(4) of the Casino Control Act 1991 

s 121 
used by the Cage to monitor the overall cash 

(Vic), as the names of three (3) Key paid from the Operator's deposit account 
Players were not listed on a (VJ against the outstanding CCF limit). All three 
~rogram. The VCGLR noted that players were playing on a Hong Kong Dollar 

during the course of the audit, the Program and were therefore rated under a 
three (3) players had received cash separate junket of 
outs for various amounts. 

On 9 December 2019, Crown responded to the 
VCGLR submitting that no breach had occurred. 
The three Key Players had played under a HKD 
Program and were listed on that Program 
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Regulatory Authority 

accordingly. 

As at 27 May 2020, no further contact has been 
received from the VCGLR. 

29. November On 14 November 2019, the VCGLR Casino Control Act On 18 December 2019, Crown responded to No action required. 
2019 wrote to Crown requesting an 1991 (Vic) the letter, setting out the consideration it had 

explanation as to what consideration s 121 
given and its on-going due diligence processes. 

the Casino Operator gave to the Further queries have since been received and 
'adverse media reports' (allegation of ICS2.5.1 were responded to. 
criminal activity) and a Patron Risk 

As at 27 May 2020, no outcome has been 
Rating report as 'significant' when (VJ 

deciding to engage with-
received from the VCGLR. 

as a Junket Operator. 

30. October On 16 October 2019, the VCGLR (VJ On 16 October 2019, Crown responded to the Crown understands t hat at the 

2019 emailed Crown to enquire if the VCGLR enquiry with the following response: time was not 
United Nations Security Council 

Crown uses a reputable third party provider 
matched via t he screening 

Consolidated List is checked as a part • process with World Check 
of ongoing probity checks (following to review a range of relevant lists, including prior to 201S because the 

media reports that Crown had Sanction Lists. entries on t he Sanctions List 
permitted a sanctioned person to • Crown is not aware of any current did not have a year or date of 
gamble at its casinos). The VCGLR also premium, VIP, junket operators or junket birth. 
enquired as to whether Crown had player on any current United Nations 

identified any current premium, VIP, Security Council lists. Furthermore, there appears to 

Junket Operators or participants on 
be some question as to when 

the list. On 17 October 2019, the VCGLR emailed t he name was 

Crown noting that the previous enquiry re lated added as an AKA to the 

to and requested advice 
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on interactions with him. Crown also received sanction alert at that time. 
a call from t he VCGLR requesting information 

WOL was in relation to 
rown complied wit h this rescinded in 2017. 

request and provided gaming records and a No further action is required. 
copy of his WOL letter. 

The VCGLR verbally noted that it had reviewed 

this matter in 2015. 

As at 27 May 2020, no further contact from the 
VCGLR has been received on the matter. 

31. October The VCGLR is investigating the Casino Control Act Investigation remains in progress. No current action is required. 
2016 detention of 19 Crown employees in 1991 (Vic) 

China, charged and found guilty of 
VCGLR offences relating to the promot ion of 

gambling in the region. (C) 
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• 
5. Serious Security & Surveillance Matters 

Note: In relation to the period post casino closure (from 23 March to Moy 2020), Security and Surveillance operations continue. No significant matters have 
been identified during the period of closure to date. 

Date Reported Background: Details of Serious Incident Comments: Including follow-up action, potential for media 

interest, litigation, etc. 

1. 09/01/2020 SELF HARM INCDENT Security Officers attempted to communicate with the male before he 

Security Officers witnessed a male scale and then jump off the Eastern jumped, however he did not respond. Victoria Police and Ambulance 

ledge of the King's Way Bridge. The patron was found by Security in an Victoria were also contacted immediately in relation to the possible 

unconscious state at the river bank under the bridge, but was self-harm attempt. 

breathing normally and later regained consciousness. The male was Police arrived after the male was found on the riverbank, and took 
conveyed to hospital by ambulance, with a possible leg injury and over the incident, with the Crown First Aid officer in support. 
minor facial bleeding. Paramedics arrived shortly after and transferred the male to the 

ambulance with the use of ladders. Melbourne Fire Brigade also 
attended at the request of AV, but were not required. 

Security crowd control was in place around King's Way and the Baci 
Riverside area. Access to the King's Way entry ramp was restricted to 
Emergency Services only. Patrons at Pit 12 Smoking Balcony were also 

moved out of the area overlooking the scene. 

There was no media attention or disruption to business operations 
relating to this incident. 

2. 26/01/2020 SERIOUS ASSAULT- GLASSING Security Officers attended in response to a duress alarm that was 

A patron is alleged to have struck another patron in his head with a 
activated by staff at the time of the incident. Both patrons were 

drinking glass in the Mahogany Room, following a dispute which 
observed to have sustained cuts, and there was also broken glass on 

escalated to a physical altercation, in relation to the use of an EGM. 
the floor, and blood on several EGM chairs in the vicinity. Crown First 
Aid Officers attended and provided treatment to both injured patrons. 

An ambulance was not requested/deemed necessary. 
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Date Reported Background: Details of Serious Incident Comments: Including follow-up action, potential for media 

interest, litigation, etc. 

Victoria Police also attended, and the alleged offender was 
subsequently arrested and taken into Police custody concerning 
another unrelated matter. 

Neither of the males wished to press charges in relation to this 
incident, but both males have been issued with a Withdrawal of 
Licence by Crown. 

There was no media attention or disruption to business operations 
relating to this incident. 

3. 15/02/2020 AmMPTED STAFF ROBBERIES One of the incidents was reported to Police and Security immediately 

Two Food and Beverage staff members were approached by a male on after it occurred. The other incident was reported afterwards and 

Whiteman Street, who is alleged to have attempted to rob them, in passed on to Security and Surveillance for further investigation, at 

two incidents that occurred shortly after each other. which time it was confirmed to have related to the same alleged 
offender. 

The male was observed on Whiteman Street on the following day, and 
was subsequently arrested by Police and taken off-site. He has also 
been issued a WOL by Crown. 

There was no media attention relating to this incident. 

4. 28/02/2020 ELECTRICAL FIRE The MFB were contacted, and Security and Maintenance personnel 

Security observed sparks and smoke coming from Man Tong Kitchen 
attended the location to investigate what had occurred. Man Tong and 

Restaurant, later found to have been caused by an electrical fire. San Antone staff were subsequently evacuated and the immediate 
retail area was cordoned off, including level 3. 

The MFB confirmed there had been an electrical fire, resulting in 
smoke travelling up to Palms through the walls. Alarms had also 
activated in the Palms area, resulting in the evacuation tone being 
sounded, and a second (automatic) call out to the MFB occurring. 
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interest, litigation, etc. 

The MFB gave an all clear for Man Tong approximately 1 1/2 hours 
after the smoke was first sighted by Security, at which time staff were 
allowed to re-enter their venues. Level 3 remained closed to the public 
for a further 2 hours, due to the presence of residual smoke, after 
which staff and the public were allowed to re-enter. Man Tong 
remained closed to the public for the lunch period for cleaning. Access 
to Village Cinemas was also restricted for a short period during the 
incident. 

There was no media attention relating to this incident. 

5. 04/03/2020 BOMB THREATS Victoria Police were contacted and attended after the first call was 

An unknown male called Guest Services, stating that his brother was received. Checks were completed in the Car Parks and around the 

killed by Crown, and was demanding payment. The caller also stated perimeter, and nothing was found. The threat was then deemed not 

that there was a bomb in the Car Park which would be detonated in 20 credible by Victoria Police. 

minutes. The call was then transferred to the Security Communication 
Centre. 

A further call was received by Guest Services from the same number 
several hours later. The caller stated that there were men armed with 
guns in the Car Park, as well as a bomb. The caller also stated that they 
were going to kill everyone, including the CEO, as retribution for an 
alleged incident with Security guards 11 years ago, that involved his 
brother. The call lasted for approximately 5 minutes, after which the 

caller chose to hang up. 
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• 
6. Security and Surveillance Statistics 

Serious 
Security Incident Apr·l9 May-19 Jun-19 Jul-19 Aug-19 Sep·l9 Oct·l9 Nov-19 Dec-19 Jan-20 Feb-20 Mar-201 

Data 

Headcount 
2,911,766 2,757,595 2,863,513 3,007,191 3,060,117 2,839,060 2,960,444 3,046,861 3,874,424 3,252,522 2,606,11311,570,873 

(Complex) 

Serious assaults 

between patrons 
involving injuries 0 0 0 0 
(Medical Officer 
Involved) 

Assaults between 
19 29 29 30 34 30 40 40 50 21 11 15 

patrons 

Assaults on 

Crown 
17 12 15 10 7 

Melbourne 
employees 

Intoxicated 
patrons refused 3,350 3,708 3,481 3,017 4,104 3,363 3,178 4,213 4,143 2,503 2,650 2,006 

entry 

Intoxicated 
1,005 1,073 1,202 1,075 1,285 1,159 l,171 1,290 l,533 794 l,013 812 

patrons removed 

1 Numbers to 23 March 2020, when the Casino closed as a result of the COVID-19 pandemic. 

Page 38 of 39 
LEGAL_526578.2 



CRW.502.003.2360 

Serious 
Security Incident Apr·l9 May-19 Jun-19 Jul-19 Aug-19 Sep·l9 Oct·l9 Nov-19 Dec-19 Jan-20 Feb-20 Mar-201 

Data 

Assisted 

removals 
45 50 69 60 65 82 52 66 65 40 35 31 

Peaceful 
1,824 1,859 1,994 l,917 2,108 2,021 2,012 2,173 2,455 1,845 1,954 1,428 

removals 

Weapons found 
4 3 4 9 2 3 5 6 3 4 2 l 

on site 

Minors on 
l 2 l l l 3 3 2 0 5 

Gaming Floor 
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II Section 25 - Recommendations Table 
At 19 May 2020 

Recommendation 

Recommendation 1 

The VCGLR recommends that, by 1 
January 2019, Crown develop, and 
submit to the VCGLR for approval, a 

change program to fully engage its 
independent directors in proactive 
strategic oversight of the operations of 
the Melbourne Casino. Particular 
consideration should be given to -. formulating a charter for the 

Crown Melbourne board . fully documenting, for visibility to 
the VCGLR, the reporting and 
decision-making relationships 
between all of the boards, 

committees and executive 
meet ings with responsibility for, 
or oversight of, Melbourne Casino 
functions, and . elevation of governance to the 
group board and committees. 

The submission should identify any 
changes to regulatory frameworks and 
how these will be addressed. 

Recommendation 2 

The VCGLR recommends that, by 1 
January 2019, Crown undertake a 

COMPLIANCE_S91678.l 
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Crown's Response Proposed Action/Progress Update 

Recommendation . A submission addressing all points referenced 
Accepted in Recommendation 1 was submitted to the 

VCGLR on 24 December 2018. The 
Crown will, in conjunction 

submission included a Crown Melbourne 
with its parent company, 

Board Charter. 
review its governance 
framework, taking into . Although not specifically related to 
account the matters Recommendation 1, Crown is drafting a new 
recommended by the updated Company Constitution, which will 
Commission for require the approval of the Commission in 
consideration. A new due course. 
framework for reporting 
has already been designed 
and is being worked 
through. Crown will 
continue to review its 
corporate structure moving 
forward with any proposed 
changes brought to the 
attention of the 
Commission. 

We also note that the 
current Crown Melbourne 
Framework has been 
considered by the 
Commission in times past, 
with some of the current 
structures in place as a 
result of regulatory 
obligations. 

Recommendation . Review undertaken and letter outlining 
Accepted actions taken by Crown submitted to the 

VCGLR on 24 December 2018. 

Target/ Action Completed 
Dates Yes/No 

1 January 2019 Yes 

1 January 2019 Yes 

VCGLR Outcome 

The VCGLR noted Crown's 
undertaking of the 
Recommendation by letter dated 
March 2019. 

The VCGLR noted Crown's 
undertaking of the 
Recommendation by letter dated 

Printed as at 27 May 2020 
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Recommendation 

review of the required qualif ications for 
committee chairs set out in the 
charters, and ensure that the 
appointees' actual qualifications match. 

Recommendation 3 

The VCGLR recommends that, by 1 July 
2019, Crown assess the robustness and 
effectiveness of its risk framework and 

systems, including reporting lines in the 
chain of command, and upgrade them 
where required. This assessment should 

be assisted by external advice. 

COMPLIANCE_591678.l 
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Crown's Response 

Recommendation 
Accepted 

It should be noted that the 
risk framework has already 
been reviewed and an 
enhanced framework is 
current ly being 
implemented, which is 
supported by an IT based 
reporting, recording and 
management framework. 

Also, a Group General 
Manager- Risk and Audit 
was appointed in 2017 to 
oversee the group function 
of risk and audit. 
Additional resources have 
also been committed to 

support the enhanced 
framework. 

CRW.502.003.2362 

Section 25 - Timeline - Implementation of Recommendations 

Proposed Action/Progress Update Target/ Action Completed VCGLR Outcome 

Oates Yes/No 

March 2019. It was further 
request ed that Crown should 
undertake the same review for 
Crown Resorts' Committees. 

Although not a requirement of the 
recommendation to carry out a 
review of the Crown Resorts 
Limited Committees, Crown 
responded by sending two letters 
out lining the review of the Crown 
Resorts Committees on 3 June 

2019. 

The VCGLR noted Crown's 
response to the Recommendation 
by letter dat ed 6 August 2019. 

. The Group General Manager Risk & Audit has 1July2019 Yes By letter dat ed 3 September 2019, 
reviewed Crown's risk framework and the VCGLR deferred its 

commenced enhancements to the framework consideration of the 

and systems in early 2018. In this respect the Recommendation until the 
enhanced risk framework has started to be Deloit te Report was provided. 
rolled out across the business and is being 
embedded into work processes and systems. 

Crown sent a copy of the Deloitte 
Report to the VCGLR by letter . A new "Risk Appetite• was presented to, and dated 13 September 2019. 

ultimately approved, in December 2018 by 
On 14 October 2019, t he VCGLR 

the relevant Crown Boards and Committees. 
wrote to Crown making further . The supporting Risk Matrix was revised, enquiries as to the stat us of each 

approved by the business and embedded into recommendation in the Deloitte 

the risk system to ensure the capture of Risk Report. 
Profile data. 

Crown responded to the VCGLR's . Risk reporting has been restructured, and further enquiries by letter dated 

organised around seven risk categories, 28 October 2019. 

including the development of a key risk 
By email on 15 November 2019, 

indicator (KRI) dashboard. the VCGLR queried detail of . An external firm was engaged to carry out a Crown's letter of 28 October 2019, 

review of the risk framework elements. The which Crown responded to on 18 

relevant observations provided by the November 2019. 

external firm have been included in the Risk By letter dat ed 9 January 2020, 
Management Strategy document, which was 
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Recommendation 

Recommendation 4 

The VCGLR recommends that, by 1 July 
2019, Crown undertake a robust review 
of internal controls to ensure that 

Crown's regulatory and compliance 
department is aware of all projects and 
works in progress for which regulatory 
approvals might be relevant. 

COMPLIANCE_591678.l 
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Crown's Response 

Recommendation 
Accepted 

In this respect, a new 
business-wide compliance 

framework has been 
designed and the roll out 
has commenced across the 
business. Further a new 
process has been 
implemented to address 
any proposed changes to 
the regulatory 
environment . 

CRW.502.003.2363 

Section 25 - Timeline - Implementation of Recommendations 

Proposed Action/Progress Update Target/ Action Completed VCGLR Outcome 

Oates Yes/No 

presented to the relevant Crown Boards and the VCGLR noted Crown's 
approved. implementation of 

The risk system has been updated to reflect 
Recommendation 3, also . 
indicating that the VCGLR will 

the updated framework elements, and monitor Crown's implementation 
implemented across Crown Melbourne. of t he three outstanding Deloitte . Letter outlining actions taken by Crown in recommendations. 

accordance with the recommendation 

submitted to the VCGLR on 1 July2019. . A request was made by the VCGLR on 3 
September 2019 for Crown to provide a copy 
of the Deloitte Report, which was provided 
on 13 September 2019. . On 14 October 2014, the VCGLR emailed 

Crown requesting further detail on the status 
of each recommendation in the Deloitte 
Report which Crown responded to on 28 
October 2019. 

. A Gaming Initiatives Form was developed and 1July2019 Yes The VCGLR noted Crown's 
implemented into processes in the business undertaking of the 

and is the key action in satisfying this Recommendation by letter dated 
recommendation; along with the new 3 September 2019. 
Regulatory and Compliance Requirements 
Policy. . A submission was made for an amendment to 
the EGM ICS to provide for the Gaming 
Initiative Form - VCGLR approval has been 
received. . Review was undertaken to determine 
whether additional Internal Controls are 
required or existing controls require 
amendment. . Although not specifically in response to this 
Recommendation, a new business wide 
compliance framework has been developed 
and rolled out to the business (95% of 
relevant departments are now integrated into 
the new framework) . This included the 
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Section 25 - Timeline - Implementation of Recommendations 

Recommendation Crown's Response Proposed Action/Progress Update Target/Action Completed VCGLR Outcome 

COMPLIANCE_591678.l 
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commissioning of a reporting system (known 
as CURA) to support the new compliance 
framework. 

A detailed submission on the Compliance 
Framework was sent to the Chairman of the 
Commission on 24 December 2018, related to 

the Blanking Buttons matter. 

Review undertaken and letter out lining 
actions submitted to the VCGLR on 1 July 
2019. 

Following the review of internal controls, 
Crown will include a reference in relevant 

ICSs to Compliance being consulted prior to 
new initiatives being implemented (this will 
be done in conjunction with the changes 
required for Recommendation 17 once closed 

by the VCGLR). 

Oates Yes/No 
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Recommendation 

Recommendation 5 

The VCGLR recommends that Crown 
convene annual roundtable sessions 

briefing key internal staff on the 
VCGLR's risk-based approach to 
regulation, with a particular focus on 
how that approach relies on the 
integrity of Crown's internal processes. 

Recommendation 6 

The VCGLR recommends that, by 1 
January 2020, Crown Melbourne review 
its allocation of staffing resou rces to 
increase the number of work hours 
actually available to responsible 

gambling and intervention with patrons. 
This might be achieved by t raining more 
gaming staff to undertake assessments 
and then approach patrons identified as 
at risk, without the need to contact a 
RGLO. However, this w ill only be 
effective if those staff have sufficient 
t ime aside from their gaming duties. 
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Crown's Response 

Recommendation 
Accepted 

Recommendation 
Accepted 

Crown has already 
commenced the process of 
employing an additional 
five Responsible Gaming 
staff members. 
Additionally, there w ill be a 
review of training for 

gaming and other related 
staff 

CRW.502.003.2365 

Section 25 - Timeline - Implementation of Recommendations 

Proposed Action/Progress Update Target/ Action Completed VCGLR Outcome 

Oates Yes/No 

. An annual briefing will be provided to Annual, ongoing Yes The VCGLR noted Crown's 

Management at the Crown Melbourne undertaking of the 

Executive Risk and Compliance Committee Recommendation by letter dated 

(ERCC) meeting on the VCGLR's risk-based 29 October 2019. 
approach and its impact on Crown and its 
processes. . On 21 May 2019 the Chairman presented to 
the ERCC the VCGLR's risk-based approach 
and how it relies on the integrity of Crown's 

internal processes. Each member of the 
Committee was also provided with a copy of 
the VCGLR's Regulatory Approach document 
as well as the summary version, for future 
reference. The minutes of the ERCC meeting 
reflect that the VCGLR's Risk Based Approach 
was presented at this meeting (and will be 
annually presented thereafter). . A letter out lining the actions taken by Crown 
was submitted to the VCGLR on 28 June 2019. 

. Crown recruited five additional Responsible 1 January 2020 Yes In response to Crown's submission 

Gaming Liaison Officers (renamed of 23 December 2019, the VCGLR 
Responsible Gaming Advisors (RGAs) and sent Crown some clarifying 
there are now 12 RGAs, which have assisted questions on 7 and 24 February 

in having a greater presence on the gaming 2020 (e.g. how many hours per 
floor. The Gaming Machines and Table week does an RGA work etc.), 
Games staff training framework has also been which Crown responded to on 20 
reviewed - Crown remains of the view that and 26 February 2020. 
the referral to expert RG staff remains a 
corner stone of its RG model. However, 

By letter dat ed 5 May 2020, the 

revised t raining for Gaming Machines staff is 
VCGLR noted that Crown had 

being settled with the VCGLR and additional 
implemented Recommendation 6. 

Senior Manager Training is being provided to 
all (330) Table Games Area Managers (over 
12 months). . A letter out lining the actions taken by Crown 

was submitted to the VCGLR on 23 December 
2019. 
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Recommendation 

Recommendation 7 

The VCGLR further recommends that 
Crown Melbourne use observable signs 
in conjunction with other harm 
minimisation measures such as data 

analytics to identify patrons at risk of 
being harmed from gambling. 

Recommendation 8 

The VCGLR recommends that Crown 
Melbourne proceed with development 

COMPLIANCE_591678.l 
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Crown's Response 

Recommendation 
Accept ed 

A new data analytics trial 
has commenced in relation 
to carded players. 

Recommendation 
Accepted 

As referenced above, 

CRW.502.003.2366 

Section 25 - Timeline - Implementation of Recommendations 

Proposed Action/Progress Update Target/ Action Completed VCGLR Outcome 

Oates Yes/No 

. Crown has continued to use observable signs Ongoing Yes In response to Crown's submission 

as a key element to its responsible gaming of 30 December 2019, the VCGLR 
framework, together with the enhancement sent Crown some clarifying 
of its Play Period monitoring tool and the questions on 18 and 19 February 
Crown Model. 2020 (e.g. how many staff are in 

the Customer Analytics Team etc.), . Crown has developed a data analytics which Crown responded to on 24 
program called the "Crown Model", which and 26 February 2020. 
has been developed from data and 
behaviours of former patrons who have self- A further question was received 

excluded from Crown Melbourne. The Crown from the VCGLR on Friday, 27 

Model is designed as a predictive tool to March 2020, which Crown 

assist in proactively identifying patrons who responded t o on 31 March 2020. 

may be gambling in a manner which could be Crown awarts the VCGLR's 
an indicator of potential harm. 

response to this . The trial of the Crown Model commenced on Recommendation. 
25 June 2018 with operational procedures 

developed to respond to players of interest 
that are identified. . The Crown Model is in its early stages with 
processes being adjusted as we learn from 
outputs. . The fi rst six month review is complete and 
the team is meeting regularly to discuss 
refinements. . The 12 month trial has fi nished with the 
results being considered by the Responsible 
Gaming and Data Analytics team. . Crown is also in the process of obtaining a 

separate external review of the methodology. . A letter (in combination with the response to 
Recommendation 8) outlining the actions 

taken by Crown was submitted to the VCGLR 
on 30 December 2019. 

Rec8(a) Recommendation 8(a) The VCGLR noted Crown's 

Crown Melbourne has commenced its Crown 
8(a) submitted. commencement of the . 

comprehensive study for 
8(b) submitted Recommendation 8(b), by letter 
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Section 25 - Timeline - Implementation of Recommendations 

Recommendation Crown's Response Proposed Action/Progress Update Target/Action Completed VCGLR Outcome 

and implementation of comprehensive 
data analytics tools for all patrons, to 
proactively identify for intervention 

patrons at risk of harm from gambling. 
These tools would ut i lise both historical 
data {with parameters developed from 

the second player model), and real-time 
monitoring of play periods. Crown 
Melbourne should look to models in 
other jurisd ictions, and consu lt with 
external data analytics experts, w ith a 
view to implementing world-class, 
proactive approaches with real-t ime (or 
near-real time) operationa l 
effectiveness. In particular-

(a) for ca rded play (that is, player 
activity which can be systematically 
t racked), Crown Melbourne will have in 
operation a comprehensive real-time 

player data analytics tool by 1 January 
2020, and 

(b) for uncarded play (that is, all ot her 
player activity), Crown Melbourne will, 
by 1 January 2019, commence a 
comprehensive study of all the practical 
options for a real t ime player data 
analytics tool, with a view to reporting 
in detail (including legal, technical and 
methodological issues) to the VCGLR by 
1 January 2020 and the tool being in 
operation by 1 July 2022. 

COMPLIANCE_591678.l 
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Crown has commenced a 
data analytics t rial in 
relation to carded players. 

Further, work will be 
undertaken on systems to 
explore and implement 
real-time concepts by 1 
January 2020. 

Crown also supports 
reviewing the extent to 
which further data analytics 

tools might enhance the 
framework into the future. 
In this respect, the use and 
reliability of data from 
uncarded play is new 
ground for the land based 
gaming industry which is 
not yet supported by 
reliable research and 
evidence. 

Crown will commit to 
carrying out a study of t he 
options available and 

assess and analyse the 
research and expert 
evidence available with a 

view to exploring 
appropriate tools and 
options available to it for 

uncarded play. 

Model trial (refer Recommendation 7) . 

Crown has commenced its review of relevant 
literature and other jurisdictional 

exper iences. 

The "real t ime monitoring" of play per iods is 
cu rrent ly under consideration and 
development including the recent adjustment 
of Crown' s own "Play Periods" whereby RG, 
in conjunction with IT, is developing a 
reporting system, that identifies if a ca rded 
patron has been on t he property for 12 hours 
or more and play has been recorded. 

A tool for monitoring Play Per iods has been 
developed. 

A phone alert has been developed. 

Rec8(b) 

On 24 December 2018 Crown w rote to the 
VCGLR noting that it had commenced a 
comprehensive study of all the practica l 
options for a rea l t ime player data analytics 
tool. 

Undertaking re.gular meetings with Gaming 
senior management to d iscuss possible 
approaches for monitoring uncarded play. 

Crown has held discussions w ith external 

parties regarding possible solutions. 

A let ter (in combination with the response to 
Recommendation 7) outlining the actions 

taken by Crown for Recommendations 8{a) 
and 8(b) was submitted to the VCGLR on 30 
December 2019. No solution for 8(b) has yet 
been identified. 

Oates Yes/No 
1 January 2020 

Recommendation 
8(b) 

Commence study 
by 1 January 
2019 

Report to the 
VCGLR byl 
January 2020 

Commence 
operation by 1 
July2022 

for 1 January 
2019 and 1 
January 2020 
requirements. 
1July 2022 
requirement 
in progress. 

dated Marc'1 2019. 

In response to Crown's submission 
of 30 December 2019, the VCGLR 

sent Crown some cla rifying 
questions on 18 February 2020 
(e.g. how many Customer 
Analytics Teams does Crown have 
etc.), which Crown responded to 
on 24 February 2020. A further 
question was received from the 
VCGLR on 31 March 2020, which 
Crown responded to in April. 

On 27 April 2020, the VCGLR asked 
Crown if it would agree to the 
information and data from 
Recommendation 8 being 
provided to the VRGF Crown 

responded on 30 April 2020 that is 
not comfortable with the 
information and data from 
Recommendation 8 being 
provided to the VRGF, as: 

1. It was not a requirement of 
Recommendation 8 to liaise 
with o r involve the VRG F in 
this Recommendation, as it 
was for others; 

2. It was therefore not part of 
what Crown had agreed to 
in accepting the 
Recommendation; and 

3. The information is 
commercially sensit ive to 
Crown and its 
confidentiality should 
therefore be protected. 
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Recommendation 

Recommendation 9 

The VCGLR recommends that Crown 
Melbourne arrange, at its expense, for 
an independent assessment of the real-
t ime player data analytics tool for 
carded play (see Recommendation 8(a)), 
to be completed 12 months after 
implementation of the tool. The 
independent assessment is to be 

undertaken by a person approved by 
the VCGLR, after consultation with 
Crown. 

Recommendation 10 

The VCGLR recommends that, by 1 July 
2019, Crown Melbourne undertake a 
comprehensive review of its policy for 
the making and revocation of voluntary 
exclusion orders under section 72(2A) of 

the Casino Control Act. The 
comprehensive review should be 
undertaken in conjunction with the 
VCGLR, VRGF and other relevant 
external stakeholders. The review 
should be undertaken with a view to 
implementing policies that facilitate: . Crown Melbourne issuing short 

term exclusion orders for 3, 6, 12 
or 24 mont hs under section 72 of 
the Cosino Control Act, 

considering the specific 
circumstances of the person and 
their preferred time period for 
exclusion, and conditional on the 
person undertaking to comply 
with the order and with other 

matters (such as obtaining 
treatment), and 
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Crown's Response 

Recommendation 
Accepted 

Recommendation 
Accept ed 

CRW.502.003.2368 

Section 25 - Timeline - Implementation of Recommendations 

Proposed Action/Progress Update Target/ Action Completed VCGLR Outcome 

Oates Yes/No . Will be progressed in due course 1 December 2020 No 

. Literature review completed. 1July2019 Yes On 16 September 2019, the VCGLR . The VCGLR, VRGF and Crown had their first 
wrote to Crown in response to its 
submission, asking for further 

meeting on 29 November 2018 t o commence clarifying information. 
discussions on this recommendation. 

The VCGLR, VRGF and Crown held six 
Crown responded to the VCGLR's . 
request s on 26 September 2019. 

tripartite meetings to discuss 
Recommendation 10. By letter dat ed 13 November 

2019, the VCGLR noted Crown's . Crown has obtained external opinion on its undertaking of the 
proposals for recommendation 10. Recommendation. The letter . Crown considered voluntary exclusion orders, further requested data from 

which are more than 10 years old and Crown's 12 month tr ial of the 

determined not to revoke them. Time Out Program. 

. Crown has amended it s Self-Exclusion On 15 January 2020, the VCGLR 

Program to allow patrons to determine the wrote to Crown setting out its 

number of years they will be Self-Excluded for requirements for the provision of 

(minimum of 12 months) and has amended data, which Crown provided as 

its Time-Out Program to include a 3 and 6 required on 24 February 2020. 

month Agreement. No further communication has . A letter out lining the actions taken by Crown 
been received from the VCGLR on 

was submitted to the VCGLR on 28 June 2019. 
this Recommendation. 

. Further inquiries were made by the VCGLR on 
16 September 2019 in relation to the benefits 
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Recommendation 

. Crown Melbourne reviewing 

voluntary exclusion orders which 
are more than 10 years old to 
consider whether the continued 
operation of these orders serves a 
useful purpose, with a view t o 
retaining only those orders that 
are beneficial t o the persons who 
are subject to them, and can be 
adequately enforced. The VCGLR 
further recommends that the 
review of such orders occurs in an 

orderly manner between 1 July 
2019 and 30 June 2020. 

Recommendation 11 

The VCGLR recommends that, by 1 July 
2019, Crown Melbourne develop and 
implement a policy and procedure to 
facilitate Crown Melbourne issuing 
involuntary exclusion orders under 

section 72(1) of t he casino Control Act 
at the request of family members and 
friends in appropriate cases. The policy 

and procedure should be developed in 
conjunction with the VCGLR, VRGF and 
other external stakeholders. Crown 
Melbourne should include information 
about this option in all its responsible 

gambling publications, website and 
regularly provide information to 
relevant stakeholders, such as 
Gambler's Help and other similar 
organisations, about this option. 

COMPLIANCE_591678.l 
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Crown's Response 

Recommendation 
Accept ed 

CRW.502.003.2369 

Section 25 - Timeline - Implementation of Recommendations 

Proposed Action/Progress Update Target/ Action Completed VCGLR Outcome 

Oates Yes/No 

of the Time Out program and its comparison 
to the Exclusion Program, which were 
answered by Crown on 26 September 2019. 

. The Crown Perth Third Party Exclusion (TPE) 1July2019 Yes On 16 September 2019, the VCGLR 
Policy and Procedure was reviewed and wrote to Crown in response to its 

adjusted, in draft, to suit Crown Melbourne. submission, asking for further . The VCGLR, VRGF and Crown at their 
clarifying information. 

tripartite meetings (refer Recommendation Crown responded to the VCGLR's 

10) considered the draft TPE Policy and request s on 26 September 2019. 
Procedure. 

By letter dat ed 13 November . At the second tripartit e meeting on 18 2019, the VCGLR noted Crown's 

December 2018 the VCGLR requested further undertaking of the 

material for the literature review and t hat Recommendation. 

Crown Melbourne provide Third Party 
Exclusion statistics from Crown Perth. . The VCGLR also indicated that it proposed to 

meet with the South Australian Regulator to 
discuss its processes. . Various versions of the TPE Program were 
reviewed, amended and settled by the 
Tripartite group. . A letter out lining the actions taken by Crown 
was submitted to the VCGLR on 28 June 2019. . Further inquiries were made by the VCGLR on 
16 September 2019 in relation t o the 
methods of contact w ith Crown regarding 
Third Partv Exclusions, which were answered 
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Recommendation 

Recommendation 12 

The VCGLR recommends that, by 1 July 
2019, Crown Melbourne expand facial 
recognition technology to cameras on 
all entrances to the casino and that 
Crown Melbourne provide written 

updates on a quarterly basis on its 
effectiveness to the VCGLR. 

Recommendation 13 

The VCGLR recommends that, as part of 
developing a new responsible gambling 
strategy, by 1 July2019, Crown 
Melbourne rebrand or refresh its 
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Crown's Response 

Recommendation 
Accepted 

Crown notes that it has 
already expanded its facial 
recognition capabilities and 
proposes to continue to do 
so in FY20. 

Recommendation 
Accept ed 

CRW.502.003.2370 

Section 25 - Timeline - Implementation of Recommendations 

Proposed Action/Progress Update Target/ Action Completed VCGLR Outcome 

Oates Yes/No 

by Crown on 26 September 2019. 

. Facial recognition cameras are now operating 1 July2019 (and Yes On 24 June 2019 the VCGLR 

on all entrances to the casino. ongoing quarterly emailed Crown to arrange an 
reports) inspection o f the cameras at each . A letter to the VCGLR confirming that all 

entrance to ensure compliance. 
entrances to the Casino (including salons) are The audit was arranged for 
covered by facial recognition cameras was Wednesday 3 July 2019 and 
sent to the VCGLR on 28 May 2019 to close proceeded as scheduled. 
out the Recommendation. 

The VCGLR noted Crown's . Crown commenced providing quarterly undertaking of the 
updates from October 2019 (which covered Recommendation by letter dated 
the period 1 July 2019 to 30 September 2019) 6 August 2019. 
on the effectiveness of its Facial Recognition 

Technology. By email dat ed 22 November 

2019, the VCGLR sought clarifying 
information regarding Crown's 

first provision of the Quarterly 
Update. The queries largely 
concerned whether an over-
reliance on Neoface could reduce 
Crown's regular efforts at 
detecting breaches or attempted 
breaches. Crown responded no, 
as no existing processes were 
altered as a result of the 
implementation of Neoface. 

By letter dat ed 9 January 2020, 
the VCGLR noted Crown's 
provision of the fi rst quarterly 

updat e, in line with 
Recommendation 12. 

. To be progressed upon finalisation of the RG 1July2019 Yes The VCGLR noted Crown's 

Strat egy (see recommendation 14). undertaking of the 
Recommendation by letter dated . Initial drafts of new logo being developed • 
3 September 2019. . Marketing has been briefed regarding a 
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Recommendation 

responsible gambling messaging and 
publish new responsible gambling 
messages throughout the casino, in all 
Crown Melbourne publications, 
including on line and social media 
platforms. 

Recommendation 14 
The VCGLR recommends that, by 1 July 
2019, Crown Melbourne develop and 
implement a responsible gambling 
strategy focusing on the minimisation of 
gambling related harm to persons 
attending the casino. The strategy 
should address: 

(a) early proactive intervention 
initiatives 

(b) player data analytics 

(c) proactive engagement with pre-
commitment 

(d) intervening with local players 
with continuous play based on 
shorter timeframes which are 
more reflective of responsible 
gambling 

(e) the role of all staff in minimising 
harm 

(f) the effective use and monitoring 
of exclusion orders 

(g) internal reporting arrangements 

(h) integrating responsible gambling 
into orooosals for t rialine: or 
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Crown's Response 

Recommendation 
Accepted 

CRW.502.003.2371 

Section 25 - Timeline - Implementation of Recommendations 

Proposed Action/Progress Update Target/ Action Completed VCGLR Outcome 

Oates Yes/No 

refresh and a new logo has been developed -
ready for internal review/approval. Strategy 
will be set by 1 July 2019 and roll-out will 
commence at that t ime. . Crown finalised the new marketing design 
and refresh (including logo). Nomenclature 
changed from Responsible Gambling Support 
Centre to Responsible Gaming Centre and 
Responsible Gambling liaison Officer t o 
Responsible Gaming Advisors. Brochures and 
on-line material have been refreshed. . A letter out lining the actions taken by Crown 
was submitted to the VCGLR on 29 June 2019. 

. A draft strategy was prepared and ratif ied by July2019 Yes On 20 August 2019, the VCGLR 
the Crown Resorts limited Responsible wrote to Crown in response to its 

Gaming Committee and is being submission, asking for further 

implemented. clarifying information. . A letter out lining the actions taken by Crown Crown responded to the VCGLR's 

was submitted to the VCGLR on 29 June 2019. request on 26 August 2019. 

By letter dat ed 13 November 

2019, the VCGLR noted Crown's 
undertaking of the 
Recommendation. 
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Recommendation 

introduction of new products 
and equipment 

(i) performance measures to assess 
the performance of the RGLOs, 
RGSC and casino staff in relation 
to harm minimisation 

m the roles of the Crown Resorts 
Responsible Gambling 
Committee and the Responsible 
Gambling Management 
Committee in driving harm 

prevention st rategies based on 
world's best practice 

(k) the objectives of the RGSC in 
relation to minimising harm to 
patrons, and 

(I) the responsible service of 
gambling as a fundamental core 
business consideration when 

making strategic decisions 
regarding casino operations. 

Recommendation 15 

The VCGLR recommends that, within 
three months of implementing the new 
responsible gambling strategy 
(Recommendation 14), there is regular 
reporting to the Crown Resorts 

Responsible Gambling Committee for it 
to maintain oversight of Crown 
Melbourne's harm minimisation 

strategy for responsible gambling. 
Regular reports every two months 
should include numbers and types of 
interventions and other harm 
minimisation activities of RGSC and 

other staff, details of the number and 
nature of referrals to external service 
providers, exclusion orders, breaches, 
revocation and appeals, as well as 
results from claver data analvtics and 
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Crown's Response 

Recommendation 
Accepted 

CRW.502.003.2372 

Section 25 - Timeline - Implementation of Recommendations 

Proposed Action/Progress Update Target/ Action Completed VCGLR Outcome 

Oates Yes/No 

. Revised reporting developed. 1 October 2019 Yes By email on 12 November 2019, . A letter was sent to t he VCGLR to close the 
the VCGLR requested a copy of the 
RG Report that was provided to 

Recommendation on 1 October 2019, the Crown Resorts limited RG 
notifying that reporting would commence at 
the next meeting of the Crown Resorts 

Committee on 9 October 2019. 

Responsible Gaming Committee, dated 9 Crown prov'ided the Report w ith a 

October 2019. covering letter concerning its 

New reporting on statistics provided to CRL 
confidential ity, on 26 November . 
2019. 

Responsible Gaming Committee. 
By letter dat ed 9 January 2020, 
the VCGLR noted Crown's 
undertaking of the 

Recommendation, additionally 
requiri ng that each report to the 
CRRGC be provided to the VCGLR 
after each meeting and that each 
report include 'results from player 
analytics' post completion of 
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Recommendation 

other initiatives to minimise gambling 
related harm. These reports should also 
be made available to t he VCGLR for 

monitoring purposes. (The VCGLR 
intends to share this information, as 
appropriate, with the VRGF). 

Recommendation 16 

The VCGLR recommends that within 
three months of implementing the 
strategy, a charter is developed for the 
Crown Melbourne Responsible 
Gambling Management Committee 
(staff committee) which includes 
reference to the role and responsibility 
of driving a harm minimisation culture. 

Recommendation 17 

The VCGLR recommends that, by 1 July 
2019, Crown undertake a robust review 
(wit h external assistance) of relevant 

internal control statements, including 
input from AUSTRAC, to ensure that 
anti-money laundering risks are 
appropriately addressed. 
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Crown's Response 

Recommendation 
Accepted 

Recommendation 
Accepted 

CRW.502.003.2373 

Section 25 - Timeline - Implementation of Recommendations 

Proposed Action/Progress Update Target/ Action Completed VCGLR Outcome 

Oates Yes/No 

Recommendation 8. 

. Management is currently reviewing all 1 October 2019 Yes By letter dat ed 20 December 
Australian Resorts RG Committees to align 2019, the VCGLR noted Crown's 
processes where appropriate. undertaking of the . A Charter has been developed . 

Recommendation. 

. A letter was sent to t he VCGLR attaching the 
Charter to close the Recommendation off on 
1October 2019. 

. Crown met wit h AUSTRAC to discuss this 1July2019 Yes On 21 August 2019, the VCGLR 
recommendation. A new joint AML Program wrote to Crown noting its 

across Crown's Australian Resorts is being intention to conduct its own 

developed and will be reviewed by an independent review of the ICSs for 

external party. AUSTRAC is being kept risk mitigation opportunities with 

informed of progress. regard to AML (was not part of the 
Recommendation). . Internal Controls have been reviewed, 

preliminary discussions with AUSTRAC have The VCGLR noted Crown's 

taken place and draft changes have been undertaking of the 

made for management review. Recommendation by letter dated 
29 October 2019. The letter . In addition to a review of the ICSs, Crown also further noted again, the VCGLR's 

reviewed the primary tool to manage the intention to conduct its own 
risks associated with anti-money laundering, independent review of the ICSs, 
being the AML/CTF Program; with external assistance. . Crown has performed an extensive review of 

its corporate risk management framework, 

ensuring its relevance and effectiveness to 

Crown. An extensive alignment effort was 

also undertaken, to ensure consistency across 

all key areas of the business, including the 

AML program. 
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Section 25 - Timeline - Implementation of Recommendations 

Recommendation Crown's Response Proposed Action/Progress Update Target/Action Completed VCGLR Outcome 

COM PLIANCE_ S91678.1 

LEGAL_526352.l 

In March - May 2019, Crown conducted its 
annual Ml/TF Risi< Assessment of the 
designated services It provides, its delivery 
methods, the technology used and its 
customers. The ML/TF Risk Assessment 
includes a consideration of Junket Operators 
and Junket Players, and potential ML/TF risks 
arising in respect thereof. 

Crown examined all relevant Internal Control 
Statements and Standard Operating 
Procedures, In light of the ML/TF Risk 
Assessment above, to ensure that we reflect 
in the relevant ICSs, the seriousness with 
which Crown focuses upon, and addresses, 
potential ML/TF risks that might be presented 
by its business. 

We have also had regard to the language 
adopted for the Internal Control Manuals in 
NSW, which were accepted and approved by 
Liquor & Gaming NSW. 

We further examined ancillary 

documentation (policies, procedures, 

training) to ensure that AML risks are 

appropriately addressed by Crown. 

Since the last update, Crown has had further 
conversations with AUSTRAC regarding 
Recommendation 17. 

Crown has pac.kaged the extensive work it has 
undertaken over the past 6 months and sent 
it to AUSTRAC during the week commencing 
27 May 2019, seeking Its input. 

Crown also sent the packaged to an external 
AML expert during the week commencing 27 
May 2019, seeking Its Input. 

Crown received Input/responses from both 
AUSTRAC and the Independent expert, which 
it incoroorated Into orooosed ICS chan~es, 

Dates Yes/No 
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Recommendation 

Recommendation 18 

The VCGLR recommends, in all future 
submissions by Crown Melbourne to t he 
VCGLR for approvals under the casino 
Control Act or Gambling Regulation Act, 
that Crown document: . the purpose . obligations under relevant 

provisions of legislation, the 
Transaction Documents, and 
existing approvals . what changes the grant of the 
approval would make to products, 
rules and procedures, etc . risks associated with the approval 
and how they will be t reated . how responsible gambling 
considerations have been taken 
into account in the process and 
the measures Crown will 
implement to mitigate the risk of 
gambling related harm, and 

which areas of Crown will be 
responsible for managing 
implementation. 
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CRW.502.003.2375 

Section 25 - Timeline - Implementation of Recommendations 

Crown's Response Proposed Action/Progress Update Target/ Action Completed VCGLR Outcome 

Oates Yes/No 

which will be submitted to the VCGLR for 
approval once their letter closing the 
Recommendation is received. . A letter out lining the actions taken by Crown 
was submitted to the VCGLR on 1 July 2019. . On 21 August 2019 the VCGLR wrot e to 
Crown requesting a copy of the expert report 
from lnitialism l>ty Ltd. Additionally, the 
letter noted that t he VCGLR would conduct its 
own review of the relevant ICSs. Crown 
provided the Initial ism Report on 28 August 
2019. 

Recommendation . A new template for submissions to the VCG LR Immediate effect Yes By letter dat ed 20 December 
Accepted for seeking approvals was drafted and has 2019, the VCGLR noted Crown's 

been in use since July 2018. undertaking of the 
Recommendation. . A letter was sent to the VCGLR to close the 

Recommendation off on 11 October 2019. 
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Recommendation 

Recommendation 19 

The VCGLR recommends that, by 1 July 
2019, Crown Melbourne implement a 
policy to make an exclusion order under 
section 72 of the Casino Control Act in 

appropriate cases where a person has 
engaged in significant unacceptable 
conduct in the casino or is the subject of 
serious criminal charges. 

Recommendation 20 

The VCGLR recommends that, between 
November 2019 and March 2020, 
VCGLR Commissioners and directors of 
the Crown Resorts Board meet to 
review the implementation of t he 
recommendations set out in this report. 
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Crown's Response 

Recommendation 
Accepted 

Crown notes that it has had 

a policy in place to issue 
Exclusion Orders for 

unacceptable behaviour for 
over ten years and does 
issue Exclusion Orders for 
this purpose in appropriate 
circumstances. Crown also 
notes that it issues 
withdrawal of l icence 
notices to persons in 
appropriate circumstances, 
as it is entitled to do as a 
common law right, as those 
notices cover broader areas 

of the Crown property than 
the more limited area 

covered by Exclusion 
Orders. 

Recommendation 
Accepted 

CRW.502.003.2376 

Section 25 - Timeline - Implementation of Recommendations 

Proposed Action/Progress Update Target/ Action Completed VCGLR Outcome 

Oates Yes/No 

. The existing 'Unacceptable Behaviour' 1July2019 Yes On 11 June 2019 the VCGLR wrote 
policy statement has been reviewed and to Crown asking for further 
amended to strengthen the use of amendment s, including explaining 
exclusion orders eit her instead of or as to staff when to issue each type of 
well as withdrawal of licences (in ban order (not a requirement of 

appropriate cases). Policy is currently the Recommendation). 

under review by management. 
A number of meetings and 

Management feedback has been 
correspondence on the matter . 
have since transpired. Crown last 

received and the policy has been 
met with the VCGLR to discuss this 

updated. A letter to the VCGLR to close matter on 24 October 2019. 
out the Recommendation was sent on 

27 May 2019. The VCGLR made further queries 
of Crown and Crown provided . On 11 June 2019 the VCGLR wrote to amended versions of the Policies 

Crown asking for further amendments, on 9 January 2020. 
including explaining to staff when to 

By letter dat ed 20 February 2020, 
issue each type of ban order (was not a 

the VCGLR noted Crown's 
requirement of the Recommendation). 

undertaking of the 

Various discussions and meetings were 
Recommendation. . 

held between Crown and the VCGLR, Crown published the amended 
including on the difficulty of amending a Policies on rt s intranet on 20 
non-Regulated document, which February 2020. 
operates effectively and will be 
amended annually. . A further letter outlining Crown's 

policies was submitted to the VCGLR on 
3 December 2019. The VCGLR made 
further queries of Crown and it provided 
amended versions of the Policies on 9 
January 2020. 

. On 21 October 2019, MF called Alex Between In progress On 28 October 2019 the VCGLR 

Fitzpatrick (Director) requesting guidance on November 2019 w rote to Crown asking for further 

suitable Crown Resorts Direct ors to attend the and March 2020 clarifying information as to dat e 

meeting. Ms Fitzpatr ick w ill consider and and attendee proposals. 
revert. 

Crown responded to the VCGLR on . Meeting dat es and attendees have been 
30 October 2019 advising that it is 

proposed by Crown and are beinl! reviewed by 
open to any dates whereby the 
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the Commission. 

The meeting has now been scheduled for 22 

April 2020. 

Oates Yes/No 

Commissioners and Crown 
Directors are available (the VCGLR 
proposed three dates in March) 

and possible Directors, which was 
put to the Commission, however 
the dates were unavailable. 

Further dates were proposed and 
agreed, however, Crown had late 
unavailability. 

The VCGLR w rote t o Crown by 
email on 22 January 2020 
expressing t hat the meeting now 
won' t occur w ithin the timeframe 
required by the recommendation, 

because of t he unavailability of 
Crown Directors and proposing 
two new dates for the meeting, 
noting that t he Commission w ill 
not consider an extension beyond 
the proposed dates. Crown 
confirmed 22 April 2020, which 
was one of t he two proposed 
dates. 

The 22 April 2020 meeting has 
been postpo ned as a consequence 
of t he COVID-19 pandemic. 
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I • I ANNEXURE A- DEBTORS 

Local Debtors 

Patron details 

Interstate Debtors 

Patron details 

Amount Last 
Owing Receipt 

-

Amount Last 
Owing Receipt 

$180,000 
(Crown 
Melbourne) 
$94,300 
(Crown 

Perth) 

International Debtors 

Patron details I Amount 
Owing I 

Last 
Receipt 

History Summary 

None currently the subject of litigation. 

History Summary 

Crown Melbourne has issued proceedings against the debtor for 

the Melbourne debt. 

Crown Perth has also issued proceedings against debtor for Perth 
debt. 

I History Summary 

There are currently no internat ional debtors greater than $100,000 which are in litigation. 

Subject to Legal Professional Privilege 

Progress Since Last Report 

Progress Since Last Report 

Crown Melbourne writ has been t served. 
Crown Perth writ has been served. 

I Progress Since Last Report 

Page 4 of 4 

LEGAL_526353.1 

CRW.502.003.2382 



AGENDA ITEM 4:
Anti-Money Laundering / Counter Terrorism 

Financing – Update

4

CRW.502.003.2383



Crown Melbourne Compliance Committee
Agenda Item 4:  AML/CTF Update
May 2020

1. ACTIVITIES DURING COVID-19 CASINO CLOSURE

With the closure of Crown Melbourne, the vast majority of AUSTRAC reporting ceased due 
to no gaming and gaming related activity, noting that the AML Team continues to monitor 
any activity in order to report and comply with our AML/CTF legislative obligations.

The majority of the AML Team has continued to work during the period of closure to 
progress a number of key projects related to the Joint AML/CTF Program, various enhanced 
initiatives to support the AML framework and engagement with AUSTRAC on its industry 
wide Junket Risk Assessment. 

2. AUSTRAC 

(a) AUSTRAC Compliance Assessments

As previously noted, AUSTRAC commenced its AML/CTF Program Compliance Assessment in 
September 2019 on Crown Melbourne in the form of a s167 Notice which focused on 
Politically Exposed Persons and High Risk Customers active during FY16 and FY19.  Crown 
Melbourne responded to the Notice on 19 October 2019, receiving a follow up Notice on 30 
October 2019, with Crown’s response completed on 12 December 2019.

In late March 2020, AUSTRAC advised of its intention to conduct an onsite visit as a follow up 
to the 2019 Compliance Assessment.  Dates were agreed and accepted by the Crown AML 
Team, however AUSTRAC then advised that due to COVID-19 the visit would have to be 
postponed indefinitely.  

AUSTRAC enquired as to whether the Crown AML Team would be available remotely to 
answer questions or further assist the AUSTRAC Assessment team in the interim period to 
which this undertaking was given.  Crown confirmed that the AML Team would continue to
be available remotely.

Further, as previously noted, AUSTRAC has advised that the Perth Compliance Assessment 
has been postponed until 2020.  Crown has yet to receive any further information as to the 
timing of this Assessment.

(b) Section 167 Notices – Risk Assessment of Junkets

As previously noted, Crown Melbourne and Crown Perth has been working with AUSTRAC 
regarding its industry wide Risk Assessment of Junkets providing a range of information and 
meeting with AUSTRAC to discuss Junkets generally and specifically with respect to Crown.

On 6 April 2020, Anna Lewkowicz, Director of Risk Assessments at AUSTRAC provided the 
Draft Risk Assessment for review and comment by the relevant stakeholders.  

Crown prepared a response which was considered and endorsed by the Crown Resorts 
Limited Risk Management Committee and submitted to AUSTRAC on 13 May 2020. A copy 
of Crown’s response dated 13 May 2020 annexing AUSTRAC’s Confidential draft Risk 
Assessment (incorporating Crown’s comments on the draft Risk Assessment) is attached as 
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Annexure A for your reference.

3. AUSTRAC Reporting and Program Matters

(a) Joint Program and AML/CTF Framework

As previously reported, operational implementation of the components of the Joint
AML/CTF Program (Joint Program) will be progressively implemented during 2020.  The new 
Group GM-AML has identified certain areas for focus and will table a detailed 
implementation plan, noting any proposed changes to the plan, at the next AML/CTF 
Compliance Committee.

During the current shutdown of the casino, Crown has taken the opportunity to make 
further enhancements to the Joint Program and AML/CTF Framework with a view to having
these operational when Crown’s casinos reopen.

Subject to the progress of the implementation of the Joint Program, Crown was originally 
planning to have an Independent Review of Part A of the Joint AML/CTF Program conducted
in mid-2020 by an international consulting/audit firm.  With the current closure of the 
casinos, this review will likely be delayed until the second half of 2020 at the earliest.

(b) IFTI Reporting and Telegraphic Transfers

The AML Team is undertaking a fresh review of Crown’s Threshold Transactions (TTR) and 
International Funds Transfer Instructions (IFTI) processes, including third party transfers.  A 
number of control enhancements have been identified to add to the existing reporting 
regime and improve Crown’s ability to manage and mitigate ML/TF risk. In this respect, as of 
8 April 2020 Crown implemented a prohibition on third party payments (save for where 
senior management (including approval from the AML Team) approval is obtained).

(c) Training

Crown Melbourne’s compliance rates for the AML Risk Awareness Module currently sit at
89.8%, a drop of approximately 5% since the last meeting.  This drop is likely attributed to 
the casino shutdowns with a significant number of employees currently stood down and 
unable to complete their training.

When Crown re-opens and employees return to work, follow up emails will be sent to the 
relevant department managers of the employees who have not completed their on-line 
courses for actioning.

The AML Team is currently reviewing the online training module with the Learning and 
Development Team and external training consultant PTA.  The AML Team is working towards 
completing the updated module in time for when Crown reopens.   The AML Team will also 
look to use the new functionality within the Crown Learn platform to develop targeted 
periodic refresher training and specific targeted training for employees in high ML/TF risk 
roles.

The AML Team has not provided any targeted training during the period since the last 
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• 
meeting. 

(d} Existing Designated Services - Risk Assessment 

As part of t he enhancements to the AML/CTF Framework, the AML Team is updating the risk 

methodology which w ill be used to conduct the 2020 annual risk assessment of Crown 

Melbourne's M L/TF risks. 

(e) Reporting st atistics (1 January 2020 -18 May 2020) 

The below table details the number of Suspicious M atters Reports (SMR), IFTls and TIRs 

reported to AUSTRAC by Crown Melbourne for ca lendar year 2020 (reported by t ransaction 

date): 

4,500 

4,000 - ---........ 
3,500 

............. 
3,000 

............. 
2,500 

' 2,000 

" 1,500 

" 1,000 

" 500 

" 0 
Jan Feb M ar Apr May 

- nRs 4,145 3,647 2,229 0 0 

- sMRs 6 1 82 109 1 0 

- IFTis 240 50 18 5 9 

4. AML Projects 

(a) Case Management 

As previously reported, in September 2019, the decision was made t o post pone the Case 

Management Proj ect. The responses to t he RFP far exceeded the budget for the project. 

Crown has started addit ional work wit h the AML Sentinel Team to improve t he workflow of 

actioning alerts from AM L Sentinel, which wil l assist with the Transaction Monit oring 

Program in the interim . 

The AM L Team intended to engage t he relevant stakeholders in early 2020 to revis it the case 

management solution, as this project is a critical tool for the AM L Team to manage ML/TF 

r isk under the Program. Due to the casino shutdowns, this project has been delayed. 

However, the AM L Team will review iTrak's case management module wit h Security, 

Surveillance, Compliance and RSG as part of t he Sydney Proj ect to assess if it is suitable. 
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(b) AML Sentinel Project

The AML Team is continuing to work with IT to develop AML Sentinel.  Since the last meeting 
the Sentinel Team has developed a Risk Metrics Dashboard to capture:

∑ Threshold transactions broken down by customer segment and value;
∑ Melbourne SMRs by customer segment;
∑ Third party transactions; and 
∑ Certain transactions by customers from heightened ML/TF risk jurisdictions.

The Sentinel and AML Teams will continue to test the Risk Metrics Dashboard when 
customers return, and data is ingested into the system.

The Sentinel and AML Teams have also started discovery and development work on some 
additional rules that combine multiple factors to create a notification to be investigated by 
the AML Team.

Live testing of AML Sentinel, alongside our existing Transaction Monitoring Program system 
(being largely a manual system) will continue when customers return to Crown, and data is 
ingested into Sentinel, to further refine the triggers for automated reports and create new 
appropriate triggers. When Crown becomes satisfied with the triggers, and the performance 
of the automation functionality, we will look to phase out the manual review of reports.

(c) Crown Program Play

Following the Crown Program Play (CPP) unification that occurred in November 2019, issues 
arose in relation to ID syncing between CC2 and SYCO which had a potential impact to the 
integrity of data being uploaded to AUSTRAC. IT worked with the relevant business units to 
fix issues as they arose and are also working on permanent fixes.

Once the integration issues are fixed, the AML Team expects that in the long term, the CPP
unification will improve data quality and integrity.  

(d) CURA – AML/CTF Customer Risk Register

The Melbourne element of CURA for AML is now operational, and the AML Team and IT
department are working together to further develop CURA so that more information can be 
captured in the database, such as Unusual Activity Reports, ECDD materials and Law 
Enforcement Requests.

Further, Crown will continue investigating the integration of the CURA Customer Risk 
Register with Crown’s source system Crown Connect allowing automated updates on KYC, 
replacing the existing manual process.  This model will also be used for Crown Sydney in due 
course.

The Group GM – AML is also reviewing the current risk rating methodology.
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(e) eKYC Project

The AML Team is currently working with the Sydney project team on the digital onboarding 
journey in advance of Crown Sydney opening.  Whilst as part of this process, Crown will 
collect KYC information via the digital process and utilise DVS checks to confirm Australian 
and New Zealand identification documents as genuine, Crown will still rely on the face to 
face verification of identification documents.

(f) Bankruptcy Screening

An agreement was signed with Equifax on 24 September 2019 to screen certain segments of 
Crown’s customer database for bankruptcy.  

The results from the first tranche of searches have all been actioned in accordance with 
Crown’s Bankruptcy Policy since the last meeting.

Crown still has capacity under the original budget to conduct further Bankruptcy screening, 
however due the reduced capacity of the AML and Compliance teams during the casino 
shutdowns and the potential change in the circumstances of customers during this time, the 
next round of bankruptcy screening has been delayed.

5. Customer Due Diligence

Dow Jones Risk and Compliance Screening

Another issue that has arisen in relation to the CPP unification (and related merge project) 
was in relation to Dow Jones Risk and Compliance Screening.  Each customer who was 
unified or merged became “active” in Crown’s system regardless of whether they had been 
on site or not.  This resulted in a significant number of additional customers being screened 
through Dow Jones.  

Whilst the majority of the new alerts created in the Dow Jones Risk and Compliance 
Screening tool are false positives, dispositioning of the alerts takes a considerable amount of 
time.  The majority of confirmed matches of these new alerts are for customers who have 
not been active in the business for some time, some in over 10 years.

The AML Team, taking a risk-based approach, has prioritised the clearing of any potential 
matches in the PEP, Sanctions and Other Exclusion List categories which has been completed 
with any matches actioned. 

As part of the enhancements to the AML Framework, the AML Team has developed a 
detailed procedure on how Crown Entities conduct name screening and watch list filtering 
using the Dow Jones Risk and Compliance tool.

6. New Designated Services (or new methods of delivery of existing) – Risk Assessment

A number of Gaming Initiative Forms were reviewed during the period, none of which 
required an update to the ML/TF Risk Register.
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7. Employee Due Diligence

There have been no issues raised to the AML Team in relation to Employee Due Diligence 
issues.

8. ANZ Relationship update

As noted at the previous meeting, ANZ is requesting Crown to provide the identity details of 
junket operators and high value customers transacting through junket operators. ANZ is also 
requesting Crown provide underlying details of junket customers as part of a junket. ANZ 
has stated that they have requested this information from other remittance providers and 
correspondent banks that use the ANZ to facilitate payments.  ANZ has cited the recent 
issues Westpac had encountered and wanted to work with Crown in a closer manner so it 
can meet its own enhanced due diligence requirements in relation to IFTIs. 

There are a number of privacy considerations Crown will need to work through prior to 
providing this information to ANZ.  In the short term, Crown is assessing a process to request 
customers to include their full name along with their SYCO number when transferring money 
into Crown, enabling ANZ to conduct its own due diligence on the origin of funds being 
transferred through its bank.

Travis Costin is leading this project and discussions with ANZ are ongoing.

9. Countries 

During the period no new countries have been added to the following lists:

∑ Department of Foreign Affairs (DFAT) – Australia’s Implementation of UN Security 
Council sanctions (https://dfat.gov.au/international-
relations/security/sanctions/pages/sanctions.aspx);

∑ DFAT – Autonomous Sanctions; or

∑ FATF – High-Risk Jurisdictions subject to a Call for Action (http://www.fatf-
gafi.org/publications/high-risk-and-other-monitored-jurisdictions/.

10. Compliance Breaches

AML/CTF Program compliance breaches are reported:

∑ on the monthly Legal Compliance Certificates to the Crown Melbourne Property 
Compliance Committee by the AML Team and by each individual Business Unit (as 
applicable); and 

∑ directly to the Group General Manager – AML, which is then escalated to the AML/CTF 
Compliance Officer.

There were no compliance breaches during the reporting period 1 January to 23 March 
2020.
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• 
Type of Breach Jan Feb Mar Apr May Jun Jui Aug Sep Oct Nov Dec YTO 

Failure to obtain residential 

address for a Threshold 

Transaction from a Customer 

Expired 10 obtained from 
Customer at time of Threshold 
Tra nsaction 

Crown Melbourne w ill continue to address non-compliance matters in the form of training 

'Alerts' to t he relevant Business Units. 

11. Legislative Changes and other relevant information 

(a) Updates to the AML/ CTF Act 

There has been no update to the AML/CTF Act since the last meeting of the Committee. 

On 14 November 2019 the Senate referred the provisions of t he Anti-Money Laundering and 

Counter-Terrorism Financing and Other Legislation Amendment Bi ll 2019 to the Legal and 

Constitutional Affairs Legislation Committee for inquiry and report by 10 March 2020. A 

report has not yet been released. 

The Bil l was considered by the Parl iamentary Joint Committee on Human Rights and a 

Human rights scrutiny report was released on 9 April 2020. The report considers 

"entrapment" as it relates to t he Bill, which should not affect Crown. 

We will continue to monitor the progress of the Bil l. 

(b} Updates to the AML/ CTF Rules 

There have been a number of COVID-19 Pandemic amendments to the AML/CTF Rules since 

the last meeting of the Committee. These changes do not adversely impact Crown. 
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Annexure A 

Contact: 
Direct Line: 
E-mail: 

Document No: 

13 May 2020 

Ms Anna lewkowicz 
Director 
Risk Assessments 

·.-prw· 
CROWN 

Joshua Preston I Nick Stokes 
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Australian Transaction Reports and Analysis Centre 
PO Box 5516 
WEST CHATSWOOD NSW 1515 

By email: 

Dear Ms Lewkowicz 

Junket Tour Operations in Australia - Money laundering and terrorism financing risk assessment 

(Junket Review) 

We refer to: 

> your email dated 6 April 2020, providing a copy of AUSTRAC's draft Junket Risk Assessment 
(draft Junket Risk Assessment) requesting further collaboration with Crown Melbourne limited 
and Burswood Nominees limited {Crown) during AUSTRAC's development of its Ml/TF risk 
assessment of junket tour operations in Australia (Junket Risk Assessment); and 

> your teleconference with Nick Stokes, Crown's Group General Manager Anti-Money 
Laundering, on 21 April 2020. 

We thank you for granting Crown an extension of time to provide comment on the draft Junket Risk 
Assessment. 

Crown welcomes, and is grateful for, the opportunity to continue to participate in the consultation 
phase in respect of AUSTRAC's draft Junket Risk Assessment. Crown recognises the importance of the 
Junket Risk Assessment for all casino operators and other businesses (such as banks) which interface 
regularly with junkets. 

This letter has two parts. The first part sets out Crown's key high level comments on the draft Junket 
Risk Assessment, which are set out under the headings "Junket operations in Australia" and "Junket risk 
profiles and Ml/TF controls". Crown has also provided specific comments directly into a copy of the 
draft Junket Risk Assessment, which is enclosed with this letter. Crown would be happy to provide any 
further detail or context that AUSTRAC or its partner agencies require in relation to these high level and 
specific comments. 

Crown Melbourne Limited ABN 46 006 973 262 
8 Whiteman Street Southbank Victoria 3006 Australia Telephone +61 3 9292 8888 Facsimlle +61 3 9292 6600 

erownmelbourne.com.au 



 
 

The second part of this letter concerns further engagement that Crown seeks to have with AUSTRAC in 
light of aspects of the draft Junket Risk Assessment, to assist Crown with identifying and implementing 
further strategies to mitigate ML/TF risks within its operations. 
 
Part 1 
 
Junket operations in Australia 
 
Crown raises for AUSTRAC's consideration whether the draft Junket Risk Assessment might be assisted 
by the inclusion of the following contextual information: 
 

 junket tour operations are an element of international tourism business for Australia, 
generating both gaming revenue (and associated taxes), employment and indirect revenue in 
the economy; 

 junket tour operations are a significant, regulated aspect of the casino industry both in Australia 
and other jurisdictions (and have been for decades); 

 junket tour operations, and the wagering which takes place during junket programs, are subject 
to detailed regulation and oversight; and 

 recent media allegations have focussed on a small number of junket tour operators, being a 
small proportion of the junket operators which conduct business in Australia.  

 
Junket risk profiles and ML/TF controls  
 
As AUSTRAC is aware as a result of the presentations and information provided by Crown during the 
course of the Junket Risk Assessment project, Crown has a range of detailed processes and measures in 
place that are specifically directed towards mitigating ML/TF risks associated with the conduct of junket 
activity, including detailed initial and ongoing due diligence and probity checks in relation to all junket 
operators and ongoing daily due diligence screenings through third party external providers in relation 
to all active junket operators, representatives and players, as well as ongoing review of all junket activity 
through Crown's Transaction Monitoring Program. 
 
The draft Junket Risk Assessment notes that the risk mitigation strategies listed on pages 34 and 35 (or a 
combination of these measures) contribute to mitigating and managing the ML/TF risk associated with 
the conduct of junket activity, particularly in the areas of transaction monitoring and suspicious matter 
reporting.   
 
In Crown's view, the measures which Crown and other industry participants have in place to mitigate 
these risks are important context for the Junket Risk Assessment, and should be factored into junket risk 
profiles.    
 
However, on page 41 AUSTRAC concludes that ‘at a sector level, limited systems and controls have been 
implemented to mitigate vulnerabilities.’   
 
It is not clear to Crown whether AUSTRAC intends for a distinction to be made between the inherent or 
unadjusted risk profile attaching to junkets and junket activity, and the risk profile after the application 
of risk mitigants and control measures.   
 
Accordingly, Crown queries AUSTRAC's conclusion at page 41 that there are limited systems and controls 
in the casino industry to mitigate vulnerabilities in respect of junket activity.     
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Moreover, Crown is currently in the process of reviewing its due diligence procedures for junket 
operators, representatives and players in order to identify opportunities for further enhancements to 
existing risk mitigation measures.  These further enhancements will build upon a range of measures that 
have been implemented in recent years.   
 
Crown will ensure that any insights and recommendations from the Junket Risk Assessment and any 
other aspects of AUSTRAC's consultation process are considered and implemented as appropriate.    
 
Part 2 
 
Reporting and information sharing 
 
Crown welcomes the observation by AUSTRAC in the draft Junket Risk Assessment that 'SMRs submitted 
by reporting entities provide valuable intelligence to AUSTRAC'.  This aligns with other recent 
observations AUSTRAC has made about Crown and other industry participants being very good at 
complying with their reporting obligations.   
 
For its part, Crown takes its reporting obligations very seriously and is keen to enhance and explore 
other ways in which Crown can assist AUSTRAC and other law enforcement agencies in discharging their 
functions. 
 
As a commercial operator, Crown does not have the same level of access to information that AUSTRAC 
(or its partner agencies) do in respect of junket operators, representatives and players.  Crown would 
welcome a discussion around any measures which would allow for increased information sharing and 
collaboration with AUSTRAC and other law enforcement agencies, in order to allow commercial 
operators to have a more complete understanding of the criminal threat environment.  
 
For instance, Crown notes that AUSTRAC's conclusions about the level of involvement of significant 
organised crime groups and high risk entities do not accord with Crown's own experience and 
understanding, including through its own engagement with law enforcement agencies.  Accordingly, 
Crown would welcome the opportunity to discuss AUSTRAC's conclusions in this area (and the basis for 
those conclusions) to the fullest extent possible.  Indeed, if this was the fact, Crown is surprised that law 
enforcement and/or regulatory agencies have not brought this to the attention of Crown (or the 
industry), particularly in light of the extensive reporting that Crown (and we expect the industry) 
undertakes and engagement that Crown has with those government agencies. 
 
Crown also notes that the draft Junket Risk Assessment considers information gathered from various 
industries and includes typologies relevant to the casino industry and to the banking industry.  Crown 
considers that there is an opportunity for casinos to work more closely with related industries (such as 
banks) in order to collectively enhance controls to reduce money laundering risks faced by all industries.  
Crown remains keen to play a continuing role in sharing its industry knowledge with other sectors. 
 
Development of industry-leading practices  
 
Crown notes AUSTRAC's encouragement in the draft Junket Risk Assessment for 'casinos to develop 
industry-leading practices.' 
 
Crown is of course committed to continuous improvement and enhancement to its ML/TF risk 
management strategies and welcomes any suggestions from AUSTRAC about any other ML/TF risk 
mitigation practices it could consider.  
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Crown would welcome any guidance that AUSTRAC can provide on risk mitigation strategies and 
measures that AUSTRAC considers to be the most effective in practice in addressing vulnerabilities 
associated with junket activity.  Provision of this information will assist Crown in enhancing its own risk 
mitigation strategies.  
 
Money laundering typologies  
 
Crown has reviewed the specific typologies set out in the draft Junket Risk Assessment and would be 
grateful for the opportunity to discuss and engage further with AUSTRAC in relation to these typologies, 
some of which Crown has not directly identified in its operations.   These are set out in greater detail 
below. 
 
Offsetting 
 
Crown has had limited visibility of these issues and has not identified offsetting conduct through its 
usual reporting and information gathering processes. 1  To the extent AUSTRAC has identified this as an 
emerging typology within the Australian casino sector,2 Crown would welcome the opportunity to 
obtain further information that AUSTRAC and/or its partner agencies can provide about this typology so 
that Crown can fully appreciate the risk associated with this issue and consider the manner in which 
Crown can put in place measures and controls to mitigate this risk.   
 
Crown is open to considering the introduction of further controls to address the risk of illegitimate 
offsetting, and would welcome any insights AUSTRAC can provide on these issues.   
 
Acquiring shares in foreign companies 
 
Crown has not encountered this type of transaction (and if a transaction of this nature has occurred, the 
information that Crown collates and reviews in order to comply with its reporting obligations has not 
brought the issue to Crown's attention).  
 
As such, Crown would appreciate any further intelligence that AUSTRAC can provide, to assist Crown to 
assess whether it is exposed to this risk and, if it is, to implement relevant controls.  
 
Visa Controls  
 
Under its assessment of the Criminal Threat Environment, the draft Junket Risk Assessment on page 6 
states ‘Actions that may contravene visa controls to facilitate junket tour operations undermines the 
integrity of Australia’s migration system.’   
 
Crown welcomes any additional detail that AUSTRAC can provide about this matter, as it is not aware of 
any such actions in connection with its junket processes.  
 

1 This concept of offsetting or offsetting arrangements appears to Crown to be a new typology referenced by AUSTRAC in the context of the 
casino sector (in contrast with remittance service providers who are also reporting entities under the AML/CTF Act).  
2 AUSTRAC’s 2014 Typology Report does not reference offsetting as a typology. 
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Infiltration by SOCGs 
 
Under its assessment of the Criminal Threat Environment, the draft Junket Risk Assessment on page 17 
has a section headed ‘Junkets and domestic and transnational SOCGs’.   
 
Media attention in relation to the infiltration of junket operators has focussed on a small number of 
JTO's and junket players, representing a small proportion of overall junket tour operators, 
representatives and players.  Media allegations aside, AUSTRAC's conclusions about the level of 
involvement of SOCGs and high risk entities do not accord with Crown's experience and understanding.   
 
Crown welcomes the opportunity to discuss AUSTRAC's conclusions and the basis for them to the fullest 
extent possible.  This information would assist Crown to put in place strategies and measures to 
minimise the risk of its operations being exploited by JTOs that have been infiltrated by transnational 
and SOCGs.  
 
Transactions with “high-risk” jurisdictions 
 
In relation to the discussion of transactions with “high-risk” jurisdictions on page 33, Crown is interested 
to understand whether AUSTRAC is referring to a particular index when concluding that certain 
countries pose a high risk.   
 
Crown's understanding is that: 
 

 there are no defined 'high risk' countries identified by AUSTRAC; 
 

 according to FATF, some countries are designated 'prohibited' (Iran / North Korea) or high risk 
(Bahamas, Botswana, Cambodia, Ghana, Iceland, Mongolia, Pakistan, Panama, Syria, Trinidad & 
Tobago, Yemen, Zimbabwe); and 
 

 reporting entities taking a risk-based approach either subscribe to a vendor’s country risk 
methodology (e.g. Promontory’s AML Atlas) or develop their own methodology based on 
international standard setters like FATF, Basel, Transparency International etc. 

 
Crown would also welcome any detail about why AUSTRAC considers that a risk is posed by a significant 
volume of funds being sourced from jurisdictions in which gambling restrictions apply. 
 
Appendix A of the draft Junket Risk Assessment 
 
In relation to Appendix A of the draft Junket Risk Assessment, in addition to the matter on page 41 
identified above: 
 

 Crown would welcome any further specificity AUSTRAC can provide about the levels of high risk 
customer activity that AUSTRAC has observed (as this does not accord with Crown's experience 
and understanding).  Crown would welcome the opportunity to discuss AUSTRAC's conclusions 
in this area (and the basis for those conclusions) to the fullest extent possible. 
 

 Crown is interested to understand what is meant by the term 'remote services'.  From Crown's 
point of view, all gambling services in the casino sector are provided face to face. 

 
 Similar to the above, Crown is interested to understand what is meant by 'complex delivery 
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arrangements' (and would welcome further detail about AUSTRAC's observations in this area). 

Next steps 

Crown welcomes AUSTRAC's openness to engaging with the casino sector in order to understand the 
complexity of casino operations and to enhance the collective understanding of Ml/TF risks. Crown 
looks forward to a continued constructive dialogue with AUSTRAC regarding these matters. If a meeting 
with Crown would be of assistance to AUSTRAC in discussing any of the matters above, we are of course 
more than happy to participate in such a meeting. 

Please do not hesitate to contact me or Nick Stokes to discuss any of the issues set out above or in the 
attached version of the draft Junket Risk Assessment. 

Joshua Preston 
Chief Legal Officer - Australian Resorts 

Encl 

Page 6 of 6 
LEGAL_525173.l 



 

 
 

  

JUNKET TOUR OPERATIONS IN 
AUSTRALIA 

 
Money laundering and 

terrorism financing  
risk assessment 

 
 

  

1 

LEGAL_525172.1 

4

CRW.502.003.2397



CRW.502.003.2398 

INSIDE COVER: INFOGRAPHICS 

JUNKET TOUR OPERATIONS IN AUSTRALIA 

From 1 April 2018 - 31 March 2019: 

Eight out of the thirteen licensed casinos in Austra lia conducted junket programs during the 

assessment period.
1 

Over two-thirds of junket programs were held at two casinos. Over 500 

individual junket tour operators/representatives (JTOs/JTRs) are responsible for in excess of 1,000 
junket programs at Austral ian casinos each year. 

Reporting 

During the reporting period, Casinos submitted 387 suspicious matter reports (SMRs) w ith a value of 

$130.4 mi llion, 651 international funds transfer instructions (IFTls) ($352.9 m illion incoming and 
$104.5 mi llion outgoing) and 4,638 threshold transaction reports (TTRs) ($81.1 mil lion incoming and 

$165.2 mi llion outgoing) that they identified as re lating to activity on JTOs' accounts at casinos. 

AUSTRAC identified a further 153 SMRs with a value of $107.1 mill ion, 31 IFTls ($15.6 m illion 

incoming and $760,886 outgoing) and 1,401 TTRs ($29.7 m illion incoming and $38.5 m illion 
outgoing) submitted by casinos that related to activity by JTOs or JTRs. These reports are likely to 

re late to activity JTOs and JTRs conducted at casinos outside of junket play. 

AUSTRAC also identified 95 SMRs w ith a value of $125.6 mi ll ion, 880 IFTls ($164.5 m illion incoming 

and $46.3 mil lion outgoing) and 321 TTRs ($5.0 million incoming and $5.1 mil lion outgoing) 
submitted by other reporting entities that related to f inancial activity of JTOs or JTRs outside of the 
casino sector. 

This risk assessment is intended to provide a summary and general overview; it does not assess 

every risk re levant to junket tour operations. It does not set out the comprehensive obligations 

under the Anti-Money Laundering and Counter-Terrorism Financing {AML/CTF) Act 2006, AML/CTF 
Regulations and AML/CTF Rules. It does not constitute nor should it be treated as legal advice or 
opinions. The Commonwealth accepts no liabi li ty for any loss suffered as a result of re liance on 

this publ ication. AUSTRAC recommends that independent professional advice be sought. 

1 
One casino that offered junkets over the time period has ceased its junket operations. 
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EXECUTIVE SUMMARY 

Overall risk rating 

Low Medium 

AUSTRAC assesses the overall money launder ing and terrorism financing {ML/TF) risk associated w ith the junket tour 

operations sector to be h igh. This rating is based on assessments of t he criminal t hreat environment, t he vulnerabilit ies 

present in t he sector, and the consequences associated wit h the cr iminal t hreats. 

CRW.502.003.2400 

Not all junket tour operations are t he same, and t he level of r isk associated with each operation varies depending on many 

factors, including but not limited to the domicile of JTOs and players, and the effect iveness of the risk mitigation systems 

applied by casinos. 

This assessment draw s upon a range of information and intelligence held by Aust ralian government agencies. While efforts 

have been made to convey t he classified findings for a public audience where t he intelligence has been classified as 

sensitive, me of the infonmation relied u~n to sup~rt AUSTRAC's conclusions cannot be released J!Ublically: 

Crown comments 

Crown considers an express acknowledgement that casinos do not have access to the same level 
of information in relation to individuals involved in junket activity would be appropriate in this 
context. 

Criminal Threat Environment 

Low Medium 

AUSTRAC assesses that junket tour operations are associated with a high level of crimina l threat. 

Some junket tour operat ions have been exploited, and in some instances infiltrated by serious and transnational cr iminal 
entit ies, including by individuals reported to be engaged in activit ies t hat could possibly be regarded as foreign 
interference. 

The use of offsetting arrangements used by some junket tour operators to facilitate junket-related funds flows is ... i~ly1 
[!lie!~ to be exploited by criminal entities, and in being conducted can circumvent international funds transfer reporting 
requirements and facilitate the laundering of domest ically-generated proceeds of crime. 

Some junket tour operators have been identified as having been associated wit h a range of i ll icit act ivit ies including 
instances of tax evasion, visa misuse, possible corruption and unregulated prostitut ion. 2 

AUSTRAC did not identify any links between junket tour operations and terrorism financing. 

Crown comments 

Crown queries the basis for the statement that the use of oflsettinq arranqements is 'hiqhly likely' to be 
exploited by criminal entities. 

AUSTRAC may wish to consider whether further clarity would be provided by explaining more fully the 
vulnerability associated with offsettinq and assessinq the controls that casinos have available to them to 
mitiaate aaainst this risk. 

2 
Unregulated prost itution refers to prost it ut ion services that do not comply with criteria in state and territory laws legalising some 

prostit ut ion activit ies. 
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Vulnerabilities 

Low Medium 

AUSTRAC assesses that junket tour operations are exposed to a high level of Ml/TF vulnerability. 

At a sector level, t he junket model ~has a number of money laundering vulnerabilities. A key vulnerability is 

t he lack of t ransparency and level of anonymity created by the pooling of all players' funds and t ransactions under the 

name of t he JTO, and that t he financial arrangements between the JTO and junket players are not disclosed to the casino. 

There is also a Ion and corn lex value chain associated w ith ·unkets' funds flows that makes it difficult for a sin e 

~rting enti~ to understand the J>UrJ!ose of transactions or the beneficial owner ultimat e beneficial}' of value moved 

A number of JTOs and JTRs have been identified as having cr iminal or foreign political associations. 

JTOs' casino accounts are being used to facilitate the storage and movement of significant amounts of money, both 

domest ically and internationally. On a per-transaction and per-customer basis, the junket tour operations sector is also 

significantly exposed to t he risks associated w ith high-value cash activity. The destination of large cash w ithdrawals from 

JTO accounts remains a key intelligence gap. 

Inherent to the junket tour operations sector is exposure to some higher Ml/TF risk jurisdictions with ninety-five per cent 

of junket players over the reporting period being foreign nationals. 

Collectively, t hese element s can undermine t he robustness of due diligence and enhanced due diligence efforts. In 

accordance with existing regulatory obligations and good practise, casinos have implemented a range of measures to help 

mitigate t he risks posed by junket tour operations, including: 

systems and controls to monitor transactions, lodge suspicious matter and other transaction reports, 

conducting due diligence on persons applying to be JTOs, and 

collaboration wit h state-based regulatory and law enforcement agencies. 

It is recognised t hat Australian casinos compete in a highly competitive junket market, both locally and internationally. 

AUSTRAC encourages casinos t o review t he robustness of t heir risk mit igation and management processes, having regard 

to the t hreats and vulnerabil it ies ident ified as being associated w it h junket tour operat ions, in order to better protect t heir 

businesses from crimina l exploitat ion. 

Crown comments 
AUSTRAC may wish to consider the use of the phrase 'used by casinos'. Casinos interact with and enter into 
arrangements with JTO's, but they do not themselves use junket model. 

Crown agrees that it can be difficult for reporting entities to understand the beneficial ownership of value 
moved, not only in connection with JTOs. 

Crown notes that it retains detailed records in connection with the gaming activity of junkets, which Crown 
remains willing to share with AUSTRAC and/or its partner agencies. This information comprises all 
individual iunket olaver aamina activitv. and includes individual wins and losses. 

LEGAL_525172.1 
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Consequences 

• 
Minor Moderate 

AUSTRAC assesses the consequences of criminal abuse and exploitation of t he junket tour operations sector to be 

moderate. 

CRW.502.003.2402 

Individuals are likely to be affected by some cr imes associated with the sector, such as persons suffer ing from dependence 

on illicit drugs. 

The casino sect or has recently been the subject of adverse media relating to alleged criminal activit ies associated with 

junket tour operations. As has been observed to date, wides read criminal e loitation of ·unket tour o rations may 

decrease VIP patronage, increase regulatory scrutiny and heighten public expectations concern ing the operations of the 

casinos sector. 

The Australian community and economy is also impacted by criminality in this sector. Money launder ing perpet uates the 

profitability of crime and can enable further cr imes to be committed. Further, any decline in the operation of junket 

activi ty will have implications for the taxation revenue of the st ates that host junkets. Actions that may contravene visa 

controls to facilitate junket t our operations undermines the integrity of Australia's migration mtem. 

Widespread criminality t hrough the junket sector wou ld also be likely to impact on Austra lia's international AML/CTF 

reputation and attractiveness as a place to do business. 

The exploitation of junkets by foreign interference entit ies can undermine and compromise Aust ralia' s national security 

and broader public confidence in our institutions. 

Crown comments 
• Crown queries the reference to 'widespread criminal exploitation' of JTOs. Whilst Crown acknowledges that 

there have been media reports of alleged criminal associations of a small number of JTOs and junket 
players, Crown is not aware of evidence of 'widespread criminal exploitation' of JTOs. Crown welcomes any 
additional detail that AUSTRAC can provide about this matter, as it is not aware of any such actions in 
connection with its junket processes. 

• To the extent that AUSTRACs comments in the report are based on media allegations, Crown considers that 
this should be referenced explicitly. 
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PURPOSE  
This assessment provides sector-specific information on the ML/TF risks associated with junket tour operations at the 
national level. Its primary aim is to assist casinos to identify, mitigate and manage the risks of ML/TF enabled through the 
conduct of junket tour activity. It will also assist JTOs, law enforcement and regulatory agencies to better understand the 
ML/TF risk associated with junkets, in order to consider potential responses.  

 

METHODOLOGY  
The methodology used for this risk assessment draws on Financial Action Task Force (FATF) guidance that states that 
ML/TF risk can be seen as a function of criminal threat, vulnerability to exploitation, and consequences of exploitation. 
According to this methodology:  

• Criminal threat environment refers to the nature and extent of ML, national security and relevant predicate 
offences in a sector.3 

• Vulnerability refers to the characteristics of a sector that make it attractive for ML/TF purposes, including 
features of the sector that can be exploited, such as customer types, products and services, delivery channels and 
the foreign jurisdictions with which the sector deals. Vulnerability is also influenced, and in certain circumstances 
minimised, by the risk mitigation strategies the sector has implemented. 

• Consequence refers to the impact or harm that ML/TF activity through the sector may cause. 

This assessment considered 19 risk factors across the above three categories. An average risk rating was determined for 
each category, and the average of each category determined an overall risk rating for the sector.  

Further information on the methodology and how it was applied to the sector is in Appendix A.  

Four main intelligence inputs informed the risk ratings within this assessment: 

• analysis of transaction reports submitted during the reporting period, as well as other AUSTRAC information and 
intelligence, 

• reports and intelligence from a variety of state and Commonwealth government agencies, including intelligence, 
law enforcement and regulatory agencies, 

• feedback and professional insights offered during interviews and consultations with a range of casinos, banks and 
regulatory and law enforcement bodies at the state and Commonwealth levels, and 

• qualitative and quantitative information about the scale and nature of junket operations carried out in Australian 
casinos between 1 April 2018 and 31 March 2019. Casinos provided this information voluntarily and in response 
to two notices issued to them under section 167 of the AML/CTF Act.  

The information and intelligence held by AUSTRAC or partner agencies used to inform this assessment was for the period 
up to 19 November 2019.4  

 

  

3 For ML/TF Risk Assessments, predicate offence refers to an offence which generates proceeds of crime, or other related crimes such as 
identity fraud.  
4 AUSTRAC acknowledges various adverse allegations about the activities of junkets have been reported in the public domain. AUSTRAC 
has not in this risk assessment and cannot comment on the nature or extent of any investigations into these allegations. 
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BACKGROUND 
What is a junket? 

For the purpose of t his report, a junket is an arrangement between a casino and a JTO to facilitate a period of gambling by 

one, or a group, of high wealth player(s) at t he casino. In return for bringing the player(s) to the casino, t he casino pays the 

JTO a commission based on t he collective gambling activity of player(s) on t he junket . casinos have ne otiated with Stat 

in order to attract 11layers from interstate and foreig 

Players, who are often persons of high-net worth, may prefer to participate in junkets over individual play for several 

reasons: 

junket s are often organised as holiday entertainment for tourists, and can involve complimentary t ransport, 

accommodation, food and beverages provided by t he casino, 

junket players will generally be accompanied by a JTO or JTR who may be able to see to their needs in a manner 

beyond that w hich could be facilitated by the casino, 

t he JTO or JTR is responsible for conducting all financial transactions wit h the casino, enabling players to focus on 

t heir gambling activity 

JTOs often offer financial incentives to players, such as a portion of the commission t he casino pays the JTO, and 

players can play in a group of t heir peers and pool t heir funds which may be more enjoyable. 

Junket s are also attractive to casinos for several reasons: 

JTOs are often foreign nationals who have greater capacity to identify and attract players from foreign 

jurisdictions, and pursue them for gaming debt s, 

t he JTO is the primary customer of the casino, therefore, it is logistically more convenient to administer a 

financial arrangement with one person than it is to administer several arrangements wit h several people, 

JTOs' business models rely on repeat access to the same casinos, making t hem more likely to repay their debts, 

and 

concessional tax rat es offered by st ates increase t he profitability of junket operations. 

Austra lian casinos operate in a highly competit ive global environment in terms of junket tour operations, predominantly 
from sout h-east Asian casinos. Eight out of the t hirteen licensed casinos in Australia conducted junket programs during t he 
reporting period, with over two-thirds of junket programs being conducted by two casinos. There were in excess of 1,000 

junket programs at Australian casinos in t he assessment period w ith estimat es of gambling activit ies associated with t hose 
junket tours in the multi-b illion dollars. 

Crown comments 
Crown notes that lower gaming tax rates were negotiated by casino operators in order to ensure that casinos 
could remain competitive in the Qlobal market, particularly in liQht of Crown's understandinQ that junkets 
operate with relativelv low profit marains. 
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How do junkets operate? 

The operation of junkets is different between State jurisdictions and can vary further depend ing on the casino, the JTO, 

and the arrangement made between the two in respect of each individual junket program. Operations may also differ 

based on the regulatory requirements in the state in which the casino is located. Broadly speaking, however, junkets worlc 

in the following way: 

Step 1: 

The casino conducts due diligence on a prospective JTO (and their nominated representatives) and, if deemed suitable, 

the casino and the JTO enter into a written agreement setting out the terms of the arrangement between the two 

parties. 

Step 2: 

The JTO will Identify prospective junket players who will generally be residents of a foreign country. The junket players 

enter Into an arrangement directly with the JTO to either provide an amount of front money to, or enter into a private 

funding arrangement with the JTO which may include borrowing front money from the JTO. The casino is not privy to 

any financial arrangement between the players and the JTO. 

Step 3: 

Once the JTO has identified all the players who will participate in a specific junket program, and the total amount of 

front money for gambling purposes, the JTO will enter into an agreement with the casino for that specific program. The 

agreement will set out whether the JTO will provide the front money for all the players from their casino account, or 

whether the casino will provide the front money to the JTO as a line of credit or via cheque cashing facility. The 

agreement will also set out: 

the relevant terms of any credit or cheque cashing facility negotiated with the casino (If applicable). 

the amount of front money/turnover expected of the players, 

the amount of commission payable to the JTO by the casino (having regard to the amount of front monies 
and/or turnover of the junket). and 

what, if any, •complimentaries"5 will be provided by the casino as part of the agreement. 

The casino does not enter into an arrangement or agreement with the junket players. 

Step 4: 

Players arrive at the casino and their identities are verified by casino staff. The casino provides the JTO or JTR with 

specialised chips up to the equivalent dollar amount of the front money provided. 6 The JTO then distributes these chips 

amongst the players as privately agreed by the JTO and the players. The amount of funds available for gambling 

purposes can be increased by agreement between the JTO/JTR and the casino as the program progresses, and this may 

result In revisions to the agreement . The JTO (or their JTR) is responsible for all gaming and financial transactions with 

the casino. 

Step S: 

Players gamble using the specialised chips for the duration of the junket. These chips cannot be exchanged for cash or 

the equivalent value. In some circumstances, individual junket players may leave the program before it ends, settling 

privately with the JTO, and new players may be added to a program while it is progressing. 

Step 6: 

5 "CompOm~tari•s" r•f•rs to incentives such as food and drinks packages a nd fr..,/subsidised accommodation, transport and/or 
entertainment~ 
6 

These chips are only for junkets and are used to help calculate the amount of mte i aminc taxes and the commission payable to the JTO. 
These chips cannot be used on the main gaming floor or redeem ed at the cage for cash and must be return~ to the casino for junket 
.. ttl•m•nt. 
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At the end of the program, players return all chips either won or not used to the JTO. The casino calculates turnover, to 

determine whether the junket won or lost, in turn determining the amount of tax payable to the state government, the 

commission payable to the JTO and any liability the JTO may have to the casino (in the event of a loss where front 

money was advanced to the JTO via a line of credit or a cheque cashing facility, for example). 

The casino pays out any winnings and commission as instructed by the JTO. 
7 

This may be by paying all monies to the 

JTO, who will then distribute the funds as privately agreed to the players. This d istribution will often occur offshore. In 

other circumstances, the JTO may instruct the casino to disburse funds d irectly to the players, or, in some cases, to third 

parties. If the junket loses, the JTO is liable for paying the amount of the loss to the casino, irrespective of which players' 

bets contributed to the loss. 

Crown comments 
In relation to 'Step 4', whilst junket operators are responsible for the financial transactions with the casino, 
the junket players are responsible for their own gaming transactions and ultimately control how they bet 
The financial transactions that take o lace are a function of individual olaver activitv. 

7 
The JTO or their agent must formalty sign the settlement arrangements with the casino. 
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CRIMINAL THREAT ENVIRONMENT 

Low Medium 

The criminal threat environment refers to the nature and extent of Ml, TF, other national security and predicate offences 

t hat are associated with junket tour operations in Australia. AUSTRAC assesses t hat junket tour operations are associated 

w ith a high level of criminal t hreat. Th is assessment is based on SMRs submitted by reporting entities in relation to junket 

tour operations and service providers, 8 as well as an analysis of intelligence and information collect ed from Australian 

Commonwealth and state-based government agencies, banks and casinos. 

Suspicious matter reporting relating to JTOs and JTRs from 1 April 2018 to 31 March 2019. 
9 

635 SMRs were submitted by 15 reporting entit ies in the casino, banking and remittance sectors. The total value of 

t ransactions reported in SMRs was $363.1 million, including a cash component of $64.7 million. 

Seven casinos subm itted 540 SMRs. 10 

Seven banks submitted 94 SMRs. 

One remittance provider submitted one SMR. 

Two casinos accounted for over two-thirds of the SMRs submitted. 

60% 
Suspected threat t ypes reported in SMRs 

50% 

40% 

~ 

~0% -0 

"' "° ~0% 
c: 

"' ~ 
~10% 

0% 
Money laundering 

2.40% 

Other threat types No threat type identified 

Percentage amounts sum ta mare than 100 because same SMRs were assigned more than one threat type. 

8 
Service providers refers to JTO and JTRs. 

9 
This dataset consists of SMRs identified by casinos as relat ing to activity on junket accounts, SMRs lodged by any reporting ent ity that 

involved a junket tour operator or representative identified by casinos as operating from 1April 2018 to 31 March 2019, SMRs in which 
the industry/ occupation of a party referred to "junket", and SMRs that had "junket•, •n o• and/or "JTR" in the grounds for suspicion field 
of the SMR. False positives were manually exduded from the dataset . 
10 

One casino submitted an SMR about a JTR despite the casino not offering j unket programs during the reporting period. Two in-scope 
casinos did not submit any SMRs during the sample period. 
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Potential money laundering was the key threat indicated in SMRs, w ith 47 per cent of SMRs observing pqssible mone 

i'iii;!i.j15jti]~mi;E .. A small number of SMRs were in the "other threat type" category, and included suspicions relating to 

corruption, counterfeit currency and money lending. 
11 

Fifty-two per cent of SMRs were not assigned a threat type. This is because activity descri bed in t he SMRs, while unusual, 

was not indicative of a specific cr iminal or related offence. For example, 32 per cent of SMRs in the dataset were reported 

as a resu lt of domestic electron ic funds transfers to/from third parties whom t he casino noted were not players 

participating in the relevant junket, and 11 per cent were reported because players had large or frequent gambling losses. 

SMRs play a crucial role in supporting law enforcement 

Under the AML/CTF Act, reporting entities have an obligation to report suspicious matters to AUSTRAC. A reporting entity 

must submit an SMR if they form a suspicion on reasonable grounds that a transaction they have facilitated or been asked 

to facilitate may be relevant to the investigation or prosecution of a crime. The full range of circumstances in which an SMR 

must be submitted is set out in section 41 of t he AML/CTF Act. 

SMRs submitted by reporting entities provide valuable intelligence to AUSTRAC. Working with its partner agencies, 

AUSTRAC pieces together intelligence from a range of sources to develop a picture of criminal activities and networks. 

Many of AUSTRAC's partner agencies - including the Australian Federal Police (AFP), Australian Criminal Intelligence 

Commission (ACIC) and the Australian Taxation Office (ATO) - have access to SMRs in order to generate leads and conduct 

further analysis and investigation. 

Crown comments 

11 

'possible money laundering attempts' might be more accurately described as a suspicion in relation to 
oossible monev launderina. 

Counterfeit currency and money lending are not assessed a.s being significant threats and are not discussed further in this risk 
assessment. 
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Money laundering  

AUSTRAC considered the nature and extent of the money laundering threats associated with junket tour operations, and 
assesses the risk to be high. Money laundering through junket tour operations has been identified as being associated 
with:  

• the use of offsetting, often relating to the evasion of international funds transfer instruction (IFTI) reporting and 
laundering of domestically-generated proceeds of crime, 

• the onshore supply of large volumes of cash for unknown purposes, 

• extensive cash, remittance and gambling-related transactions by JTO/JTRs through bank accounts, indicating use 
of banks to further layer funds and obscure financial activity, and 

• involvement of international criminals and organised crime groups. 

 

Offsetting 

The assessment found that many junket tour operations use offsetting arrangements, including through third parties, as a 
means of transferring value between jurisdictions. AUSTRAC assesses these arrangements have, in some circumstances, 
been targeted and exploited for the purpose of money laundering. Offsetting enables the international transfer of value 
without actually transferring money and is attractive to money launderers who want to move money undetected. This is 
possible because the arrangement involves a financial credit and debit (offsetting) relationship between two or more 
persons in different countries. It also provides an opportunity to co-mingle legitimately-derived funds with illicit cash 
generated onshore. 

 

13 

LEGAL_525172.1 

4

CRW.502.003.2409



How offsetting works 

In relation to junkets, a typical offsetting scenario involves a prospective junket player depositing money into an 

offshore account controlled by the entity providing the offsetting service. That money remains in the offshore location, 

and when the player arrives in Australia to gamble, an agreed amount of value is made available to them from the funds 

the JTO has access to through the casino. In those circumstances where offsetting is used to disguise the movement of 

value, it is likely that no IFTI is reported to AUSTRAC by the provider in relation to the transaction. 
12 

This arrangement 

can also occur in reverse, allowing covert movement of value out of Australia. 

Offsetting prollider's offshore account - JTO's account at an Australian casino -

no money appears to leave the country no money appears to enter the countly 

Offsetting does not necessarily indicate that the money being moved is illegitimately sourced or that Australian laws are 

being broken. However, AUSTRAC and partner agencies consider it highly likely the offsetting activity facilitated in 

relation to junkets is being exploited by some persons in order to circumvent IFTI reporting obligations and launder 

domestically-generated proceeds of crime. Simultaneous demand for inforrnal outgoing and incoming remittances 

means money can be offset in both directions, and illicit funds can flow both into and out of Australia without 

detection. 

Crown comment 

CRW.502.003.2410 

Crown notes that its practice is to report IFTls if Crown is a party to the IFTI, even if the transaction does not 
involve any actual movement of funds, noting that Crown is not in a position to report on transactions that it 
is unaware of. 

12 
AUSTRAC notes the details of offsetting arrangements and activities vary between junket tour operations, and some circumst ances may 

not give rise to IFTI reporting obligations. 
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Acquiring shares in foreign companies rather than depositing monies in a bank account  

One of AUSTRAC’s partners is aware of a potential methodology whereby money to fund players’ junket activity is raised by 
directing the player to purchase shares in a foreign company, rather than simply depositing the money into an offshore 
bank account. While more complex and sophisticated, this is essentially the same process as the offsetting model 
described above. 

Illicit cash 

There is a high likelihood that funds held in some JTOs’ casino accounts to offset against money in accounts held overseas 
is partially derived from onshore individuals known as “cash collectors” moving money from domestic serious organised 
crime groups (SOCGs) to JTO casino accounts. During consultations, partner agencies indicated the proceeds of drug sales 
to be the likely source of illicit cash deposited into JTO accounts. One partner agency indicated cash may also be derived 
from trade at brothels, and entertainment venues - likely as a means to evade tax. 

 

Domestic sources of funding for JTO accounts 

AUSTRAC identified 29 SMRs totalling $6.7 million in the reporting period that related to cash deposits made into 22 JTO 
accounts by persons who were not recorded by the casinos as players on the junket or operating as the JTO/JTR.13 A total 
of 11 SMRs indicated that 13 JTOs were transferring cash domestically between one another. A further 45 SMRs indicated 
28 JTOs were electronically transferring funds domestically between each other, and 187 SMRs indicated funds were being 
deposited into 35 JTOs’ accounts via domestic electronic transfer. 

Further, information provided by casinos demonstrates the majority of front money for junkets is provided to the JTO by 
the casino as a line of credit or via a cheque cashing facility.  

The domestic source of funds or lines of credit used to gamble by predominantly foreign players supports AUSTRAC’s 
finding that some JTOs use offsetting, whereby the funds paid to the JTO by players are collected and remain offshore, and 
the JTO offsets these with domestically sourced funds to meet their financial commitments to the player and/or casino.  

 

Provision of cash 

There is evidence that some junket tour operations provide cash to players and third parties while they are onshore.  

AUSTRAC identified 64 SMRs concerning 33 JTOs during the reporting period that related to large cash withdrawals from 
junket accounts with a total value of $23.6 million. These SMRs described JTOs providing large cash amounts under a range 
of circumstances, such as persons who were losing, persons withdrawing large amounts of cash and then immediately 
leaving the gaming floor, and junket staff providing cash to individuals who were not players on the junket. 

The ultimate use of much of the cash provided by junkets remains an intelligence gap, though there is some indication it 
may be used to pay for goods and services (including illicit goods and services) supplied onshore. JTOs and JTRs may also be 
retaining the cash themselves, in order to avoid having to pay income tax on commissions paid by the casino. 

 

Activity of JTOs/JTRs on bank accounts 

The assessment identified SMRs lodged by banks in relation to JTOs and JTRs that describe extensive gambling-related 
transactions. These SMRs suggest that a number of JTOs/JTRs use a personal Australian bank account to conduct their 
junket business activities. It is also recognised, however, that given the account and remittance facilities offered by casinos, 
extensive gambling transactions on personal bank accounts can likely indicate efforts to layer or further obfuscate financial 
activity. Such activity can also indicate attempts to disguise the origins of funds by spreading activity across several 
reporting entities. One partner agency emphasised the difficulty for banks and law enforcement when customers make 
deposits of monies that originated at a casino, because source of funds can often be justified as winnings even if it was not 
actually won.  

13 These transactions may be indirect. For example, cash deposits may have been made by a third party into their own casino account and 
then transferred to a junket account even though they were not playing on the junket. In other reports, casino staff observed a third party 
giving cash to a JTO/JTR, who made the actual deposit into the account. 

15 
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Crown comments 

Crown maintains detailed records of junket program play, induding junket gaming play together with 
individual junket player gaming play. This information comprises all individual junket player gaming activity 
and includes individual wins and losses, which Crown considers presents AUSTRAC and its partner 
a~encies with an opportunity for s~nificant visibility on the transactions of individual junket players. 

Crown regularly provides intelligence to law enforcement and other regulatory agencies on whether funds 
claimed to be winnings from the casino can be confirmed as winnings. 

This information can be made available to agencies who are looking to ascertain the source of funds in 
connection with a oarticular transaction unnn reauest. 

JTOs' and JTRs' bank accounts are also used by JTOs and JTRs to receive incoming funds transfers, and SMRs demonstrate 

significant cash activity, including st ructuring and possible cuckoo smurfing.
14 

Accounts are also used to send internationa l 

funds transfers and purchase high-value assets such as rea l estate and luxury vehicles. 

Purchase of high-value assets 

involving 4 JTO/JTRs 

reported the purchase of luxury vehicles 

and had a total value of over $500,000 

4SMRs 
&&&& 

involving 4 JTO/JTRs 

reported property development related 

transactions and had a total value of over 

$3.0 million 

The purchase of high-value assets is an established money laundering method. High-value assets may be the final 

destination of the proceeds of crime, or may be on-sold by the money launderer, inserting another transaction between 

the wealth and its illicit origins. 

SMRs reported by banks in relation to JTO and JTR activity describe trade in high-value assets in Australia. A key 

indicator of this activity was the purchase of large bank cheques issued in favour of lawyers, real estate agents, property 

developers and luxury car dealers. Activity on the personal bank accounts of the JTO/JTR in these SMRs also often 

included incoming and outgoing transactions with casinos, and large cash deposits. 

AUSTRAC identified that one of the JTRs operating in Australian casinos is also a real estate agent, magnifying the 

money laundering risk associated with that particular JTR. 

14 
As d efined in the Glossary in Appendix 8 ,. cuckoo smurfing is money laundering process in w hich non-complicit beneficiary customers of 

international remitta nces have proceed s of crime deposited in their bank accounts,. in consideration for the legitimate funds sent to them 

from offshore. 

16 
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Occupation of JTOs and JTRs 

In submitting SMRs relating to junket activity, casinos regularly report the occupation of the /TO and/or JTR 

accordingly, however, it is not uncommon for ITOs/ITRs to have additional employment which serves as their primary or 

secondary income, and which is unrelated to junket play. Suspicious matter reporting from banks about these entities 

Indicates they are supplying these other occupations as their source of funds when dealing with the banks. 
15 

Consultations w ith banks indicated that customers employed in junket provision may be considered higher risk, or even 

entirely outside the bank's risk appetite. Common transaction patterns observed In SMRs that may assist banks to 

Identify JTOs or JTRs are: 

Incoming IFTls followed by transfers or bank cheques to casinos 

Incoming t ransfers from casinos, the value of which is then transferred to multiple third parties, including 
third parties located offshore 

incoming transfers from one casino, followed by transfers to another casino 

large and frequent transfers between casinos and individuals who do not appear to have occupations that 

support their financial activity (e g. student, retired, unemployed, home duties) 

• lower value cash deposits, possibly indicating remuneration for services being paid In cash. 

Junkets and domestic and transnational SOCGs 

AUSTRAC assesses the junket tour operations sector is exposed to infiltration by transnational and SOCGs, with partner 

agency intelligence indicating that: 

several international JTOs are or were linked to organised crime groups 

CRW.502.003.241 3 

Overseas-based transnational serious and organised crime (TSOC) groups exploit junkets in order to move money 

to Australia and launder the proceeds of crime through Australian casinos. Given the use of offsetting practices 

to transfer value into Australia for use by a number of junkets, overseas TSOC groups are effectively creating an 

opportunity for domestic SOCGs to launder illicit cash by arranging for It to be deposited into junket accounts at 

casinos as a means to balance the domestic side of the offsetting ledger. 

Some junket tour operations have links to South-East Asian crime groups. 

17 

LEGAL_S2Sl72.l 



National Secunty 

AUSTRAC assesses that junket t our operations present a medium threat from a national security perspective. 

Terrorism financing 

AUSTRAC did not identify any links between junket activity and the financing o f terrorism. AUSTRAC notes one partner 

agency observed that the anonymity facilitated by the junket business model makes It Impossible to assess whether 

junkets pose a risk in relation to terrorism financing because the source and beneficiary of transactions is obscured, and 

the transactions of individual targets cannot be assessed against actual gaming. 

Foreign interference 

For the purposes of this assessment, foreign interference includes covert, deceptive and ooercive activities intended to 

affect an Australian political or governmental prooess that are directed, subsidised or undertaken by (or on behalf of) 

foreign actors to advance their interests or objectives. In contrast, foreign influence, Is commonly practioed by 

governments and is lawful when conducted in an open and transparent manner. 

The junket business model facilit ates the transfer of large amounts of foreign funds or value into Australia, often outside 

the formal banking system and with the potential t o obscure the purpose of, and beneflclal ow nership of the source of 

funds. Further, and as described in the Vulnerabilit ies section below, junkets are facilitated and may involve play by 

Individuals w ho may also be classified as foreign politically-exposed persons (PEPs). The involvement of foreign PEPs in 

junket tour operations increases the risk and vulnerability of this sector to e.Kploitatlon for the purposes of foreign 

interferenoe. 

CRW.502.003.2414 

AUSTRAC has identified a small number of links between junket tour operations and posslble foreign interferenoe 

activities. Transactions indicate that entities who may be of concern from a foreign lnterferenoe perspective could be using 

money held in caslno accounts t o make political donations with a link to foreign Interference. The provision of political 

donations in itself is not illegal, however the unusual souroe of the funds, involving potentially covert international money 

movement, raises concerns for potential foreign interference. 

Independent Commission Agai nst Corruption {ICAC) Inquiry into Political Donations 

Open source information indicates that a $100,000 cash wit hdrawal from a junket funded by an entity who is: 

one of the key figures in the 2019 ICAC inquiry into political donations 

the subject of eJCtensive suspicious matter reporting by banks and casinos 

heavily involved in Australian property development 

noted in open souroe information as being involved in corruption In both Australia and his country of origin, 

may have donated to a NSW political party in a manner contrary to political donation laws. 10 Open source information 

further indicates this entity has been excluded from re-entering Australia due to concerns over his association with 

foreign influence activi ties, 
17 

and that his assets have been frozen at the request of the ATO, which is pursuing him for 
over $100 million in unpaid tax. 18 

16 
Australian Broadcasting Corporation - 'ICAC hears $100,000 cash withdrawn from The Star casino days before same amount banked by 

NSW Labor' lhttps:llmobile a be.net auf newsl2019-U-12ficac-cash-withdrawal-from-star=gslno-before-labor-banked-money/11794496! 
17 

The Sydney Morning Herald - 'Dodgy donations and influence peddling: explosive allecatlons to be investigated by ICAC' 

fhttps•/fwww smh.com.au/oolitics/nsw/dodgy=donations-and-influence=oecfdling~xpkM!vtaUnations-to:be=·investigated-bv=icac-

20190802-p52d9c html! (O); The Guardian - ' Packer sold share of Crown Resorts to tycoon who was director of 'banned' company 
fhttos·/lwww thfguardian com/australia-news/2019/aug/08/packer-sold-share-of-crown,.to=tvcoon·who:wa~ir«tor~f-banned-

~(O) 
The Sydney Morning Herald - 'ATO seeks to bankrupt Huang Xiangmo over $140 million bllr (https:llwww smh com.aulnationalfato­

$!!eks-to=bankrupt-huang-xiangmo-over-140-million-bill-20191017-p53111.htmll (0) 
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Predicate Offences 

AUSTRAC assesses that some junket tour operations are linked to a range of predicate offences, perpetrated at both the 

player and JTO/JTR levels. 

Tax evasion 

CRW.502.003.2415 

Partner agency information indicates a level of non-compliance w ith Australian taxation laws by some JTO/ JTRs, including 

failure to declare income earnt through junkets on income tax returns. 

There is a correlat ion between t he foreign domicile of many JTO and JTRs and the sector's vulnerability to tax evasion, 

because: 

given t he international reach of many junket tour operat ions, personal income/commissions paid t o JTOs/JTRs in 

relation to work done in Australia may be said to have been derived in another jurisdiction for the purposes of 

taxation law. This may have implications for Australia's ability t o tax that income. 

Further, the taxab le income of JTOs/JTRs may be in cash or "in-kind" - such as in accommodation, tra nsport or 

entertainment - making it easier to conceal from the ATO. 

One of AUSTRAC's partner agencies assessed that a resident JTOs had set up complex arrangement s to avoid their taxation 

obligat ions, including using their junket accounts to anonymously purchase assets, and distribute profits from t he junket to 

family and friends. 

Working against visa conditions 

It is highly likely some JTOs and JTRs are working in contravention of visa conditions. Data matching with partner agency 

holdings indicates a large number of the JTOs and JTRs on junkets that occurred over t he reporting period were on tourist 

or bridging visas, which are unlikely to allow the holder to work except in some cases of financial hardship. 

Corruption 

AUSTRAC identified SMRs f rom a bank in relation t o a customer who acted as a JTR for a casino over 2017-2018. The bank 

reported the cust omer for mult iple cash deposits, collectively in excess of $150,000. Bank records indicated t he customer 

was unemployed, but open source information led the bank to ident ify t hat the customer was in fact a polit ically exposed 

person who had been implicated in a corruption probe in their home country. 

Further review of the customer's transaction reports in AUSTRAC's database revealed significant TTR activity w it h casinos, 

SMRs f rom casinos in relation to significant losses on junkets, as well as a resident ial property purchase which is likely to 

have been funded at least in part wit h a significant amount of cash. 

Sanctions 

AUSTRAC has received intell igence t hat a person who was t he subject of a United Nations travel ban participated in junkets 

in Australia, both during and subsequent to the ban. AUSTRAC is aware that t he junket tour operation w ith which the 

t ravel ban subject played was still operating in Australian casinos as at 2018. One partner agency assessed t hat it was likely 

t hat the subject of t he ban was laundering the proceeds of crime as a junket participant in Austra lia. 

Crown comment 
Crown notes that while the residency status of the junket operator may vary, Crown's practice is to requi re 
junket operators to obtain and provide an ABN before commencing as a junket operator at Crown. 
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Non-gambling activities of junket participants 

AUSTRAC is aware of informat ion indicating t hat some junket participants engage in i llegal recreational activities while 
in Australia, such as t he purchase and consumption of illicit drugs and unregulated sexua l services. AUSTRAC is also 
aware that one of the JTRs operating in Australian casinos is alleged to have been associated w ith a brothel operation, 
itself implicated wit h exploiting vulnerable women by forcing t hem into sexual servit ude. 

AUSTRAC recognises t he harms that t hese activities cause in t he Australian community, however, they are outside of 
t he scooe of this reoort as t hev do not involve the orovision of eambline services bv casinos. 

LEGAL_525172.1 
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VULNERABILITIES 

Low Medium 

Vulnerability refers to the characterist ics of a sector that make it susceptible to criminal exploitation. AUSTRAC's 

assessment of vulnerabilit ies falls int o five categories: customers, products and services, delivery channels, exposure to 

foreign jurisdictions and level of implementation of risk mitigation strategies. 

OVerall AUSTRAC assesses the junket o~rations sector is subject to a hit!!! level of M vulnerabili!\f. 

Customers 

AUSTRAC assesses that the customer base associated w ith junket tour operations poses a medium level of vulnerability. 

The size of the customer base is very small compared to other sectors assessed by AUSTRAC, but the average t ransaction 

value is relatively high, and the customer base is associated w ith several higher-risk attributes t hat increase vulnerability. 

Size of t he customer base 

AUSTRAC assesses the size of the junket tour operations sector's customer base to present a low level of vulnerability. 

Information provided by casinos indicates that t he numbers of JTOs, JTRs and players combined amount a very low 

exposure in terms of numbers. 

However, the t ransactional activity relating to junkets is sign ificantly high. In relat ion to junket activity alone, casinos had 

approximately two customers per t hreshold transaction report {TTR) per yea r, and $55,000 per TTR. 

AUSTRAC recognises junket tour operations may be unique in some of t he services they offer, and t he types of customers 

t hey have, as well as the fact it is not unusual for junkets (or casinos more broadly) to be associated with higher levels of 

cash transactions t han may be typically observed in other sectors, as stated in t he Products and Services section below. 

However, the relatively high transactional activity associated w ith junket tour operations increases the vulnerability level 

above what would generally be assessed for a customer base of its size. 

High risk customers 

AUSTRAC assesses the risk roftle of ersons involved in ·unkets t o be hi • Under current arrangements, it is not possible 

to clearly determine beneficial ownership and control of the funds while the use of cash increases anonymity. Under the 

junket arrangement s, t he primary customer of the casino is t he JTO while the relationship between the casino and the 

junket players is more opaque. 19 

Crown comments 

Crown notes that there are various persons involved in junket programs, including the junket operator, junket 
representatives and junket players. Crown believes that: 

o there are different levels of risk associated with junket operators, representatives and players; 

o within these categories, each patron will have a different risk rating depending on various factors 
such as country of origin, PEP status and any other matters identified during due diligence 
processes; and 

o the risk level ascr bed to a particular patron may vary after the application of controls that casinos 
put in place to mitigate against risk. 

Crown therefore queries the statement that persons involved in junkets are inherently high risk. Crown 
obtains the same KYC information for iunket nl;overs as that obtained for non-iunket nl;overs. However 
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Crown also retains detailed gaming records for junket players, which results in Crown having more 
information about junket players than Crown is able to obtain from patrons who participate in casual gaming 
without having registered with Crown as a customer. 

The "customer" of the casino and beneficial ownership 

Consultat ion wit h AUSTRAC's partner agencies highlighted oncerns arising from the obscuri i:.ig of the ultimate beneftciarv 

~_qgjunkeS.aq;gwrts, identifying it as a key vulnerability associated wit h the sector, in terms of cr iminal 

exploitation of the casino as well as t he intelligence gaps faced by law enforcement . 

Under the AM L/CTF Act, a reporting entity is required to conduct due diligence on its customers proportionate t o the level 

of ML/TF r isks they pose. When a t ransaction occurs on a casino junket account, the customer of the casino is the JTO (or 

any JTRs who may be act ing as agents of t he JTO). However, t he funds being deposit ed in, stored in or wit hdrawn from the 

ITO's account may not be beneficially owned or cont rolled by t he ITO. In fact, it would be assumed that for the UfPOSes o 

the junket that much of the money stored in the JTO's account would be beneficially owned by ~layers 

This arrangement causes two significant vulnerabilities. First, the ooled nature of the funds in ·unket accounts makes it 

ore difficult for the casino and law enforcement t o link transactions made the JTO/ JTR to s ·11c ·unket la rs. 

Second, transaction reports submitted to AUSTRAC about t ransactions requested by players are likely t o be reported under 

t he JTO's name (with t he JTR as agent) rather than under the player's name. This obscures the true actor and makes it 

difficult for AUSTRAC and its partners to understand who is causing what transact ions to occur, who or where t he funds 

come from, and where they go. 

To add a further layer of complexity, SMRs assessed by AUSTRAC reveal that junket accounts are also used by persons who 

do not appear to have any direct associat ion wit h the conduct of t he junket. 

AUSTRAC identified 200 SMRs in the dataset t hat reported that a third party was depositing money into a junket account. 

Some of these SMRs indicated indirect deposits - for example, cash deposits may have been made by a third party into 

t heir own casino account and t hen t ransferred to a junket account even though t hey were not participating in t he junket. 

In ot her reports, casino staff observed a third party giving cash to a JTO/JTR, who made the actual deposit int o the account. 

Of t he 200 SM Rs indicating third party deposits, 

167 SMRs indicated that $39.6 million was deposited by domestic electronic funds transfer (EFT) int o 32 ITO 

accounts, 

29 SMRs indicated t hat $6.7 million was deposited in cash into 22 JTO accounts, 

17 SMRs indicated t hat $6.4 million was deposited by int ra-casino transfers into 15 JTO accounts, 

nine SMRs indicated that $6.2 million was deposit ed by IFTI into eight JTO accounts, and 

four SMRs indicated that $570,000 was deposited in chips into four JTO accounts. 
20 

A further 63 SMRs described funds in junket accounts being disbursed to third parties. Some of t hese SM Rs indicated 

indirect withdrawals or disbursements - or exam~le cash withdraw als from a junket account may have been made !Jy a 

JTO/JTR and then handed t o a third !!'l· 

Of t he 63 SMRs indicating disbursements to third parties, 

35 SMRs indicated t hat $24.5 million was disbursed via domestic elect ronic funds transfer from 38 JTO 

accounts, 21 

24 SMRs indicated t hat $5.4 million was disbursed in cash from 18 JTO accounts, 

11 SMRs indicated t hat $8.8 million was disbursed by intra-casino t ransfers from ten JTO accounts, 

two SMRs indicated that $639,200 was disbursed by IFTI into t hree JTO accounts, 22 and 

20These figures amount to 226 SMRs because some reports invotve third parties deposit ing funds using more than one method e.g. a third 
party depositing funds via cash and domest ic t ransfer. 
21 

Some SMRs described activity on more than one JTO account. 

22 
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• two SMRs indicated that $214 OOO in chi~ was disbursed from two JTO accounts to third 

This level of transacting on junket accounts by persons identified by the casino as not being related to the junket is 

consistent with our finding that junket accounts can be used for purposes other than junket activity. One partner agency 

Indicated its concern that transactions from junket accounts to third parties may be going towards the purchase of 

Australian real estate. 

Multiple parties depositing cash into a JTO casino account 

AUSTRAC identified a JTO whose account received over $14 million in cash deposits of $10,000 or more from 32 

Individuals over the reporting period. However, only 15 of these depositors were registered JTRs - over $1.5 million 

dollars In cash was deposited into this JTO's account over the relevant period by persons who were not the JTO or a JTR. 

One $100,000 cash deposit was made by a second JTO. 

This demonstrates that the casinos' practice of only allowing JTRs or the relevant JTO to transact on JTO accounts is 

Inconsistently applied. Further, this JTO has 80 separate JTRs listed over the time period, presenting potential 

challenges in managing and understanding the scale of transactions on the JTO account. 

Crown comments 

CRW.502.003.241 9 

Crown notes AUSTRAC's comment that 'it would be assumed that for the purposes of the junket that much 
of the money stored in the JTO's account would be beneficially owned by players.' In relation to this issue, 
Crown notes that 

o junket operators often have credit provided by casino operators (or they finance the junket 
themselves); 

o junket players repay the junket operator based on their jlaminQ activity and any commercial 
arrangement that they agreed with the junket operator. 

While the financial relationship is between the junket operator and the casino, Crown retains detailed records 
in connection with the gaminQ activity of junkets, comprisinQ all individual junket player gaminQ activity. 
Crown believes that this information presents AUSTRAC and its partner agencies with an opportunity for 
significant visibility on the transactions of individual junket players. 

Further, only the JTO and JTR are authorised to perform transactions on a JTO account Where a JTR 
carries out a reportable transaction on the JTO account, the identity details of the JTR are added to the 
relevant report for transparency. 

22 
ibid. 
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These ficures amount to 74 SMRs because some reports involve JTO/ITRs disbursin& funds usin& more than one method e g. a JTO 

dlsbursinc funds via cash and domestic transfer. 
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Treating JTOs as individuals rather than corporate entities 

Consultations with casinos indicate that casinos often consider JTOs to be individuals and transact with them on that basis. 

However, it is clear some JTOs operate as part of large commercial operations that are often international businesses. 

Differences in treatment between a JTO as an individual or a business wou ld likely lead to t he d ifferent application of due 

diligence which would increase the vulnerability associated with understanding of beneficial ownership and control. 

The diversification of junket tour operations into a range of different business lines increases opportunities for comingling, 

and presents difficulties for banks in understanding the origin of f unds. One partner agency assessed as a vulnerability, the 

financial significance of large corporate junket operations to casinos and the likelihood they may exert add itional influence 

over casinos' operations. 

Foreign nationals 

Information provided by casinos indicates that 95 per cent of players on junkets over the relevant period were foreign 

nationals, w hich is consistent w ith the expected demographic breakdown of junket tour operations. However, at a general 

level, a cust omer base composed predominantly of foreign nationals can increase a sector's vulnerability in several ways. 

For example, it can: 

increase the sector's attractiveness and accessibility to TSOC groups because it increases t he global reach of the 

sector 

obscure the source and destination of funds, because entit ies and government s have more limited visibil ity of 

financial activity in other jurisdictions, and 

make information relating to customers' criminal and financial hist ory and associations d ifficult to access, 

because it is held by foreign governments. 

Partner agencies indicated that these vulnerability factors have been exploited or observed in the junket tour operations 

sector. 

Consultations with casinos highlighted that as part of their customer due diligence processes, some casinos were of the 

view t hat the granting of a short term t ourist visa to enter Australia and participate in a junket tour includes an assessment 

of a person's probity. Partner agencies confirmed that the granting of these short term visas does not include 

consideration of t he criteria relevant t o the customer due diligence obligations. 

Foreign politically-exposed persons (PEPs) 

Consistent with the nature of the activity, high net worth foreign nationals are the primary target market for junkets, which 

exposes junkets to patronage by foreign PEPs. Use of a service by PEPs can increase a reporting entity's vulnerability to 

dealing in the proceeds of corruption or exposing the business to foreign influence or interference. As a reflection of t he 

risks posed by foreign PEPs, under the AML/CTF framework, reporting entities are required to conduct enhanced customer 

due diligence {ECDD) whenever they provide a designat ed service to a foreign PEP, including seeking senior management 

approval to establish and continue a business relationship. 

AUSTRAC has identified circumstances where a foreign PEP not on participated in junket activities, but also operated a 

JTOs and JTRs. 

AUSTRAC also notes a target market of foreign nationals also increases junket tour operations' exposure to internationally 

sanctioned entities. 

Crown comments 

While Crown notes that foreign PEPs can and do participate in junket activities, Crown believes that not all 
foreign PEPs pose the same level of risk. For instance, many Chinese business people are members of 
political orQanisations, but do have the same level of influence as an elected official, and do not have access 
to government funds. 

24 
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Criminal associations 

As described in the Criminal Threat Environment section, some junkets have been infiltrated by criminals including Sout h­

East Asian crime group members and transnational money launder ing operations. Data-matching with partner agencies 

identified 16 per cent of JTOs and JTRs that operated over t he reporting period were associated w ith entities known to be 

partner agency ta rgets, even i f not actual targets themselves. 

Adverse m atches on open source databases 

AUSTRAC undertook data matching between t he names of the JTOs and JTRs that operated over t he twelve month 
period

24 
and a publicly available database t hat many reporting entities use when conducting due diligence on their 

customers. This publicly available database uses three broad categories as reflected below Results revealed:25 

Sixty-three matches under the category that broadly includes: 

o persons accused, investigated, arrested, charged, indicted, detained, questioned, or on trial for 

crimes, but not yet convicted, 

o individuals appointed to a PEP position (as opposed to elected), 

o individuals appearing on regulatory, law enforcement, or global sanctions watch lists such as Office 
of Foreign Assets Control (OFAC), disqualified directors or Interpol, and 

o immediate relatives or close associates of primary PEPs. 

Forty-six matches under the second category indicating the subject had been convicted of, pleaded guilty to 
or been sentenced for crimes including financial crime, organised crime and narcotics-related crime. 

Four matches under the th ird category that includes: 

o persons currently holding or having held a political position, 

o persons who have been elected to a government or PEP position, 

o individuals in a country where cabinet ministers, state secretaries and the like are appointed and not 

elected (e.g. kingdom or military state), and 

o leaders of a polit ical party. 

The JTO that was the subject of the greatest number of SMRs over the period matched under two of the above three 

subcategories, and appears to have been sentenced to a period of imprisonment in a foreign country for illegal 

gambling activit ies. 

High-risk customer example 

AUSTRAC identified a JTR who is a close business associate of a former junket player recently arrested and who has 

been the subject of extensive adverse media attention in relation to international crime, support of a foreign 

government as well as links to domestic government officials. 

AUSTRAC received an SMR descri bing a large cash deposit made by this JTR into an account held for a law firm. The SMR 

indicated the cash deposited by the JTR was converted by the law firm into a bank cheque to a construction company ­

possibly indicating the purchase of Australian property. An SMR lodged by a casino the day after the deposit was made 

into the law firm's account indicated the cash may have originated from a JTO's casino account . 

24 

25 
There are over SOO JTOs/JTRs engaging in junket programs each year. 

The total number of individuals matched with open source databases was 76, however several individuals returned matches for more 
than one category. 
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Crown comments 

Crown notes that there may be material differences between media reporting of allegations and a fonnal 
criminal conviction. This issue, coupled with the incomplete infonnation that casino operators often have in 
relation to an individual, adds to the difficulty faced by operators in assessing the probity of an individual for 
the purposes of participating in junket programs. As these persons were able to get a visa to travel to 
Australia we can only assume Border Force experience similar difficulties. 

On this issue, Crown reiterates the importance of the continuing discussion about information sharing 
between regulators, law enforcement agencies and casino industry participants, to improve the knowtedge 
base upon which casino operators can make decisions about who should and should not have access to 
designated services. 

Crown sur:mests that AUSTRAC consider the appropriateness of the word 'yet' in the phrase 'but not yet 
convicted' (given that an individual might be investigated or questioned but never charged or convicted). 

Products and Services 

AUSTRAC assesses the products and services associated with junket tour operations to present a high ML/TF vulnerability. 

Gambling activity is recognised globally as being intrinsically vulnerable to the placement and layeri ng of proceeds of 

crime. There are several reasons for this: 

money deposited and then withdrawn with minimal gaming activity will appear to have a legitimate origin, even 
though very l ittle money was actually risked. Further, any losses sustained can give the incorrect appearance that 

the customer is engaging in genuine gaming activity, 

value washed through gambling services is highly liquid, and can be easily transferred between fiat currency and 

gaming chips, or transferred to another player, another gambling establishment, or a domestic or foreign bank, 

recreational gambling winnings are not taxable in Australia, and 

It Is possible to win very large amounts of money from a relatively small outlay, so it Is difficult for banks that 

hold the accounts of gamblers to form a suspicion based on transactions being inconsistent with their claimed 

income source. 

Given the much higher average t ransaction value and the higher personal wealth of most players (making illegitimately 

obtained wealth harder to identify), AUSTRAC considers t he gambling services associated with junkets to be relatively high 

risk. 

Front money provided by casinos 

A key harm minimisation measure in Aust ralian casinos is t he prohibition of the use of credit (in particular the use of 

credit cards) for gambling purposes. This prohibition is generally restricted to local residents. Some State and territories 

have, however, provided exemptions to t his obligation by allowing high net worth gamblers who are domiciled in a 

foreign jurisdiction access to casino credit o r cheque cashing facilities under specified terms and conditions. 

Casinos consulted for this risk assessment indicated the vast majority of front money used for junkets is provided to the 

JTO by the casino as a loan or via a cheque cashing facility in accordance with the terms and conditions relevant to that 

jurisdiction. The money is gambled by junket players, and at the end of the junket, the JTO directs the disbursement of 

any winnings, or pays the casino for any losses. 

The nature of this funding model for junket tour operations reinforces the approach of offsetting previously described 

and significantly diminishes the amount of money JTOs need to have onshore to balance front money provided offshore 

by players. Without access to credit or cheque-cashing facilities offered by casinos, AUSTRAC considers it would be 

more difficult for JTOs to source sufficient front money without involving the financial services sector. 

A further vulnerability caused by casinos' provision of front money is that it diminishes the opportunity for the casino to 

understand which players contributed what amount of front money. Hypothetically, if casinos w ere to require front 
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money to be directly credited to the casino by individual players, they would likely be better able to understand source 

of funds, and compare front money amounts w ith betting activity and settlement inst ructions. 

Crown comments 

CRW.502.003.2423 

Crown queries the statement that the provision of front money results in a vulnerability that is 'caused' by 
casino operators: Conversely, Crown considers that the provision of credit from the casino to the junket 
operator is in itself a risk mitiQation measure, because it reduces the opportunity for a junket operator to pool 
funds that may have been illegally obtained as 'front money'. 

Crown maintains detailed records of junket prOQram play, ind udinQ junket QaminQ play tOQether with 
individual junket player gaming play. This information comprises all individual junket player gaming activity 
and includes individual wins and losses, which Crown considers presents AUSTRAC and its partner 
a encies with an o rtuni for si nificant visibili on the transactions of individual ·unket la ers. 

Use of cash 

From a money laundering perspective, t he underlying characteristics of cash ensure that it is inherently high r isk because it 

is anonymous, readily exchangeable, and untraceable. 

cash exposure in casinos is typically higher t han in other sectors regulated under the AML/CTF framework because state 

regulations impose harm minimisation standards prohibiting t he use of some non-cash means (such as credit cards) to fund 

gambling activity. 

The incidence of cash transactions associated with the junket tour operations sector is high, with over 85 per cent of the 

JTOs that operated over the period studied being the subject of TIRs submitted by casinos. While many of these 

t ransactions are likely to be legitimate, and simply indicative of the convenience of using cash to transact or move value 

between casinos while on holiday, t hey make illegitimate cash transactions less conspicuous and harder to identify. 

AUSTRAC assesses the high incidence of large cash transactions in t he junket t our operations sector increases its 

vulnerability to money laundering, in particular to a known money laundering methodology of co mingling illicit and 

legitimate funds. 

TIRs relating to junket activity submitted by casinos during the period 1 April 2018 - 31 March 2019: 

4,638 TTRs involving a total cash value of $246.3 million and an average cash value of $53,107 

o 1,160 incoming TTRs with a total cash value of $81.1 million in relation to 78 JTOs 

o 3,477 outgoing TIRs with a total cash value of $165.2 million in relation to 116 JTOs26 

All in-scope casinos submitted at least one TIR, and one casino accounted for over half of the TIRs submitted. 

Incoming versus outgoing TTRs 

The intelligence and suspicious matter reporting studied by AUSTRAC for this risk assessment focussed predominantly 

on suspicious cash deposits. casinos indicated t hey held less concern about cash withdrawals than deposits, because 

the source of funds for withdrawals was clearer to t hem, and because players may request large cash wit hdrawals as a 

way of moving funds between casinos. 

This approach is reflected in SMRs, in that casinos lodged 129 SMRs that described $37.5 million in cash deposits, but 

only 87 SMRs describing $28.3 million in cash withdrawals. SMRs indicate a key concern held by casinos in relation to 

cash deposits was the way large cash deposits were presented, rather t han the large cash deposits t hemselves. In 

particular, casinos are less likely to find cash deposits suspicious if t he cash appears to have been issued by a casino 

(with casino straps), than if the cash were presented in loose notes and/ or varying denominations. 

However, t hreshold transaction report data demonstrates t hat, both in number and value, large cash activity in the 

junkets sector is actually heavily skewed towards w ithdrawals, not deposits. As described in t he Criminal Threat 

Environment section, the ultimate destination of these large cash withdrawals is an intelligence gap. One bank 

consulted for t his risk assessment indicated large cash withdrawals would likely end up being deposited into bank 

26 
Total incoming and outgoing TTRs sum to 4,637 because the direction of one TTR was unspecified. 
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accounts, increasing banks' exposure to risks associated with junket activity. 

To illustrate the relatively high exposure of junket tour operations to large cash transactions, AUSTRAC has compared 

t hreshold t ransact ion reporting percentages for t hese higher va lue t ransact ions from casinos that do not relate to junket 

activity, and TTRs from the four major domestic banks for the purposes of i llustrat ing t he cash intensive nature of junket 

activity. Whilst acknowledging the typically higher use of cash in the gambling sector, major banks facilitate significantly 

more cash t ransactions, as do casinos outside of t heir junket activates, the below figures highlight that junkets have a 

substantially higher exposure to singularly large cash transactions, t han casinos or t he major domestic banks. 
27 

erce!J!.age of TTRs over $50, 

Casinos - junket related casinos - non-junket M ajor domestic banks 

••• 

CRW .502.003.2424 

31% of 4,638 TTRs 
submitted by casinos 

about junkets 

5% of 131,533 TTRs 3% of 2.3 million TTRs 

submitted by casinos not 

about junkets 

submitted by major 

domestic banks 

27 
TTR figures from the major domestic banks ind ude all TTRs, not just TTRs relating to transactions by ind ividuals. 
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casinos - junket 

14% of 4,638 TTRs 

submitted by casinos 

about junkets 

Crown comments 

casinos - non-junket 

1% of 131,533 TTRs 

submitted by casinos not 

about junkets 

CRW .502.003.2425 

M ajor domest ic banks 

< 1% of 2.3 million 

TTRs 

submitted by major 

rlomP.stic: brinks 

• Crown queries whether the infographics above may create confusion as to whether the piles of notes 
represent the percentage of TTRs or the percentage of the absolute value (which is not stated). 

Ability to store and move f unds or value 

AUSTRAC assesses junket tour operations to be highly exposed to the risks posed by the ability to store and move funds. 

Gaming accounts 

Casinos reported 419 junket-related SMRs over the reporting period that related to the use of gaming accounts. Casino 

gaming accounts operate much like an account held with a financial institution, offering a safe place to store large amounts 

of money and the ability to deposit and withdraw funds using various means, including cash, chips, personal and bank 

cheque, Intra-casino transfers and domest ic electronic transfer. 28 Combined with the high degree of anonymity associated 

with transactions on junket accounts described above, t ogether wit h risks associated with the depositing of funds by third 

parties with no association to the conduct of the junket, AUSTRAC considers junket accounts at casinos to be highly 

vulnerable to the storage and movement of potentia lly illicit funds. 

Delivery channel 

Level of customer contact 

AUSTRAC assesses that the level of customer contact involved in the provision of junket tour operations creates a medium 

level of vulnerability. Junket tour operations generally require the physical presence of all players and at least one JTO or 

JTR In an Australian casino, which all have sophisticated security and monitoring systems. casinos therefore have 

significant scope and means to observe players' and JTOs'/JTRs' behaviour for suspicious activity. 

However, the account through which junket transactions are made is registered under the name of the JTO, who is the 

casino's primary customer in relation to transactions on their accounts. Yet, the JTO Is frequently not present in person, 

particularly in circumstances in which the JTO is an international operation, thereby leaving all engagements to be 

facilitated by their authorised JTRs. In many ways, JTO accounts operate as an intermediary between the casino and the 

participants. This increases the distance between the casino and the underlying customer, In turn increasing the obscurity 

of the source and purpose of transactions on the account. 

Ja Ability to transfer funds internationally is considered in the foreign jurisdktion section below. 
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Further, casinos allow gaming accounts, including JTO accounts, to receive funds via international and domestic electronic 

t ransfers, which allows for third parties, wit h whom the casino has no face-to-face contact, to transact. 

Complexity of service delivery arrangements 

AUSTRAC assesses the complexity of the service delivery arrangements associated with the provision of junket tour 

operations to create a high level of vulnerability. 

As described throughout t his assessment, the traditional casino gaming model involving the interposed position of t he JTO 

between the casino and t he p layer, and t he further interposed involvement of JTRs, complicates casinos' service delivery in 

a manner that increases vulnerability. In particular, it increases the distance between the reporting entity and the 

underlying customer, making it difficult to assign beneficial ownership to transacted funds, or to assess t he rationality of 

particular transactions. Moreover, the extent to which casinos are able or willing to influence the procedures or risk 

appetite of JTOs is likely to vary across casinos and JTOs. JTOs are often not in the country when a junket is progressing, 

reducing their ability to manage the procedures of the onshore JTRs. Partner agency intelligence indicates t hat 

exploitation of junket operations may be conducted by JTRs without the knowledge and/or support of the overarching ITO. 

casino accounts with banks 

casinos also hold accounts w ith banks (sometimes several accounts across multiple banks), which receive incoming transfers 
or cash deposits relating to both j unket customers and non-junket customers. It is noted t hat in some States and Territories, 
the casino requires t he approval of t he regulator to open and operate a bank account. 

Banks consulted for this risk assessment indicated the junket business model made it more difficult to assess the purpose and 

legitimacy of transactions on the casino accounts they held. They also noted the inability to isolate junket-related transactions 

from other casino transactions presented obvious challenges in terms of transaction monitoring and analysis. 

30 
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An example of the junket value chain 

The length of the value chain and pooling of various parties' money in the same accounts causes difficulties for casinos' due 
diligence and for banks' transaction monitoring activities. 

it t i 
Ordering customer 

1 1 1 J 
[;;] [;]I Domestic EFT I ~1-Ba_n_k-ch_e_q_u-es~I 
~~I/ 

Bank A 

Banke 

Casino 

t t t t t t 
Beneficiary customer/junket player t t t t 
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Foreign jurisdiction 

AUSTRAC assesses junket tour operations to be subject to a high level of vulnerability in relation to foreign jurisdiction 

exposure. The ability to move funds between Aust ralia and other jurisdictions increases Australia's vulnerability to 

t ransnational money launderers, terrorism financiers, foreign interference entities, transnationa l tax evaders and the 

purchase or sale of i llicit goods internationally. 

Movement of funds or value internationally 

Difficulty in obtaining a reliable /FT/ dataset 

CRW.502.003.2428 

This assessment has found that much of the movement of value associated w ith junket activity is unlikely to have been 

reported as IFTls to AUSTRAC due in part to the nature of some of t he offsetting processes described above, or because 

there is no obligation to report an IFTI. Further, casinos' IFTI data is unable to provide a quantitative representation of the 

foreign jurisdiction exposure associated w ith the junket tour operations sector fo r various reasons, including but not 

limited to: 

use of loans or cheque cashing facilities as f ront money, meaning 

o front money to be gambled may not have actually crossed t he border, and 

o repayments to t he casino for losses incurred during t he junket paid from offshore do not attract an IFTl 

obligation for the casino, and 

much of the IFTI activity that relates to junkets appears to be facilitated through JTOs' and JTRs' persona l bank 

accounts, rather than t hrough casino accounts. 

However, given that 95 per cent of junket players over the reporting period were foreign nationals gambling money in 

Australia, AUSTRAC assesses t here is a high exposure to t he r isk posed by international funds flows. These r isks are likely to 

be exacerbated in situations where: 

the JTO has operations in several countries, increasing the risk of offsetting between accounts held at casinos in 

different jurisdictions, and 

where the casino itself is part of a group that operates casinos int ernationally. 

IFTls reported by banks 

In order to provide a qualitative representation of the sector's exposure to foreign jurisdictions, AUSTRAC extracted the 
IFTls reported by banks in relation to transactions on t he casino bank accounts in which junket monies are received into 
and disbursed out of. These accounts are not used exclusively for junkets, so not all reports will relate to junket activity. 

Incoming IFT/s l April 2018 to 31 March 2019 - top five source countries (by$ amount) 

Source country Tot al amount (AUD) No. oflms Average amount per IFTI (AUD) 

Hong Kong $201,349,353 326 $617,636 

Macau $172,782,695 90 $1,919,808 

Indonesia $130,172,769 525 
)247,948 

Singapore $129,364,007 331 
)390,828 

Taiwan $30,225,925 59 
)512,304 

Total $663,894,749 1331 $498,794 

Out oin IFT/s l A ril 2018 to 31 March 2019 - to 1ve destination countries b $amount 
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Destination country Tot al amount (AUD) No. of lms Average amount per IHI {AUD) 

Macau $34,496,300 3 ~11,498,767 

Singapore $26,415,331 57 ~463,427 

Hong Kong $12,541,891 28 ~447,925 

United Kingdom $5,351,210 12 ~445,934 

Philippines $3,280,527 1 ~3,280,527 

Total $82,085,258 101 ~12,725 

Transactions with high-risk jurisdictions 

AUSTRAC assesses the jurisdictions w ith which the junket tour operations sector transacts pose a high level of ML/TF 

vulnerability. 

CRW.502.003.2429 

AUSTRAC and several of its partner agencies assess it likely that a significant proportion of junket funds are ultimately 

sourced f rom jurisdictions in which gambling restrictions apply. Various other jurisdictions - which may act as conduits for 

such funds flows - may themselves, be deemed as higher risk for money launderi ng, corruption or other serious crimes. 
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Features of junket operations that make them higher risk 

Not all junket tour operations have the same risk profile. Each casino may implement different controls to mitigate and 

manage t he ML/TF r isks of their junket operations, and they may also implement different procedures wit h respect to 

different JTOs that operate in the same casino. 

Generally speaking, AUSTRAC considers t hat the more of the following features that apply to a specific junket tour 

operation, t he higher it s risk in terms of its vulnerability to money laundering and related financial crime: 

• JTOs/players are from high-r isk jurisdictions 

• casinos accept large cash deposits to make up front money or repay debts 

• casinos allow large cash wit hdraw als 

• casinos allow movement of funds between casino account s 

• JTOs are PEPs or have criminal association 

• casinos extending credit/cheque cashing facilities to JTOs for front money 

• casinos allowing non-junket related t ransactions on JTO accounts, including: 

o exchange of cash/" negotiable" chips 

o allowing any deposits or withdrawals during a junket 

CRW.502.003.2430 

o allowing any non-winnings funds stored in junket accounts to be used for purposes other than gaming 

o allowing transactions to or from third parties. 

Crown comments 

Crown notes that a person's status as a PEP does not mean that the person is or may be involved in criminal 
activities. Not all foreign PEPs pose the same level of risk (a person, while affiliated politically with a 
particular group, may not have the same level of influence as an elected official. and may not have access to 
government funds). 

Further, Crown notes that significant media attention has focussed on a small number of JTOs and junket 
players. 

Implementation of risk mitigation strategies 

AUSTRAC assesses the level of imJ!!ementation of risk mitigation strategies in the junket tour o~rations sector ~ses a 

i h level of vulnerabir • Risk miti ation strat ies include both measures that are mandatorv under AML/CTF legislatio 

risks 

AUSTRAC consulted all of the casinos that offered junkets over the relevant period. Casinos outlined a range of practices 

used to mitigate t he r isk of criminal exploitation of junkets, including a combination of the following: 

Implement ing an AML/CTF program and framework which includes policies and processes concerning employee 

due diligence, transaction monitoring, systems to report suspicious matters, threshold transactions and IFTls, and 

AML training for staff members. 

Conducting due diligence on JTOs, generally including an application process, identity verification procedures, 

sanctions and PEPs screening, obtaining international police clearance certificates, credit checks and open source 

database screening. Due diligence may also be informed by activities conducted by third parties such as law 

enforcement and regulatory agencies (for example, the approval or refusal of visas). 
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Notifying state gaming regulators of JTOs/JTRs and junket participant names. In Queensland, JTOs/JTRs are 

required to undergo an approval process administ ered by the gaming regulator. 

Requiri ng t hat JTOs enter the country at least once per year, to ensure t hey are still deemed suitable for the 

grant of a visa. 

CRW.502.003.2431 

Authorising t hat only JTOs/JTRs can transact on t he relevant junket account . As described above, SMRs 

demonstrate this expectation can be compromised when unknown third parties hand cash t o the JTO/JTR, who 

deposits it on t heir behalf, and when unknown third parties deposit money electronically. 

Attempting to establish a link between a JTO/JTR/player and t he beneficiary of any requests for outgoing funds 

t ransfers. 

Recording all gambling activit ies 

Using CCTV surveillance footage to identify t he context behind suspicious transactions. 

Screening higher-risk cust omers daily, t o ensure any adverse changes are noted. 

Conducting ECDD on higher risk customers including JTOs/JTRs. 

AUSTRAC considers t hat t hese measures (or a combination of t hese measures) contribute to mitigating and managing t he 

M l/TF r isk associated w ith the conduct of junket activity, particularly in terms of the transaction and suspicious matter 

reporting casinos undertake. Overa ll, however, AUSTRAC encourages casinos to develop industry-leading practices in the 

application of t heir Ml/TF risk mitigation policies, systems and processes, with emphasis on the robustness of these efforts 

in order to better protect their businesses from criminal exploitation. 

AUSTRAC will continue to engage w it h the casinos sect or, to understand the complexities of their operat ions, assess 

compliance with t heir obligations under t he AML/CTF Act, enhance the collective understanding of Ml/TF risks and 

vulnerabilities of the sector, and provide casinos wit h information to support best -practice approaches to identifying and 

mitigat ing Ml/TF r isk. 

Crown comments 

Crown queries whether some further clarity may be appropriate in this section. Is AUSTRAC suggesting that 
risk mitigation strategies exist, but the 1evel of implementation' of those strategies is low, thereby contributing 
to a high level of vulnerability? 

As AUSTRAC is aware as a result of the presentations and information provided by Crown during the 
course of the Junket Risk Assessment project, Crown has a range of detailed processes and measures in 
place that are specifically directed towards mitigating ML!TF risks associated with the conduct of junket 
activity. including detailed initial and ongoing due diligence and probity checks in relation to all junket 
operators and ongoing daily due diligence screenings through third party external providers in relation to all 
active junket operators, representatives and players, as well as ongoing review of all junket activity through 
Crown's Transaction Monitoring Program. 
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CONSEQUENCES 

• 
M inor Moderate 

The consequences of Ml/Tf activity in the junket operations sector are assessed as moderate. Consequence refers to the 

potential impact or harm that Ml/Tf and other financial crimes may cause. f inancial crime in the junket tour operations 

sector has consequences for a range of stakeholders. 

Individuals 

AUSTRAC considers t he consequences of t he criminal exploitation of junket t our operations for individuals to be moderate. 

The individual victims of the money laundering offences associated w ith junket tour operat ions, such as persons suffering 

from drug addiction, can suffer extreme harm as a result of criminality associated with junkets. Unlike ot her sectors 

AUSTRAC regulates t hat are subject to offences against individuals like f raud and scams, the junket sector is unlikely to 

perpetrate predicate offences it self - it is more likely to be used to launder t he resultant proceeds. 

Junket tour operations sector 

AUSTRAC considers t he consequences of systemic criminal exploitat ion of junket tour operat ions for t he sector t o be 

major . 

Gambling services are recognised globally as being vulnerable to criminals and criminal exploitation, and the casinos which 

are providing the services are subject to a high level of public and media scrutiny. Casinos operate in a highly competitive 

globa l market and competit ion to attract junkets is intense. Sustained actual or perceived cr iminal exploitation of junkets 

may cause reputational damage which w ithout remedy is highly likely to extend to include competitive disadvantages 

effecting the casino licence or loss of revenues t hrough decreased patronage. By extension junket tour operations could 

face exclusion from a particular market undermining legitimate business operat ions. 

casinos are subject to significant oversight at the State and Commonwealth levels in terms of ensuring t he integrity of 

casino operat ions and any failure to effectively manage and mitigate against criminal exploitat ion may expose a business to 

regu latory action. 

Australian financial system and community 

AUSTRAC assesses the consequences of criminal exploitation of junket tour operations on Australia's financial systems and 

community to be moderat e. 

Some junkets are used by SOCGs to move and ot herwise launder money, supporting t he cont inued profitability of 

underlying offences t hat affect the Australian community. 

Where junkets are used to facilitate income tax evasion, they erode Australia's revenue base. 

Where JTOs and JTRs may contravene visa conditions, t hey undermine the integrity of Australia's migrat ion system. 

Were criminality through junkets to be widespread, there would also be an impact on Austra lia's international AML/CTf 

reputation, which may in turn affect Australia's attractiveness as a place to invest and otherwise do business. 

f inally, if widespread criminality in t he junkets sector were to result in significant ly decreased patronage of Australian 

junkets, this would have consequences for int ernational and domestic tourism, the taxation revenue of states and 

territories, and t he share price of ASX-listed compan ies. 

National security and international consequences 

AUSTRAC assesses the potential consequences of foreign int erference activit ies facilitated t hough junket tour operations to 

be moderate. Not only does foreign interference have the capacity to influence decision makers to act in a manner 

inconsistent with, or even contrary to, Australia's national interest, but it is also likely to undermine confidence in 

government and Australia's polit ical process. 
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Feedback 

AUSTRAC is committed to continual improvement and values your feedback on its products. We would appreciate 
notification of any outcomes associated with this report by contacting AUSTRAC via the contact form at 
https://www.austrac.gov.au/contact-us/form.   
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APPENDIX A: Risk assessment methodology 

The methodology used for this risk assessment follows Financial Action Task Force guidance, which 

states that M L/ TF risk at the national level should be assessed as a function of criminal threat, 

vu lnerabil ity and consequence. 

This risk assessment considered 19 risk factors across the above three categories and each risk factor 

was assessed as low, medium or high, as per the table below. These assessments were based on 

quantitative and qualitative intell igence inputs, including analysis of SMR and other reporting data, 

intell igence assessments from partner agencies, and feedback from industry. The average scores of 

the criteria provides the total risk score for each category, and the average of the three risk scores 

for each category provides the overall risk rating for the sector. 

Minimal variety of money 

laundering 
methodologies. There is a 
low level of involvement 
by SOCGs and other high-
risk entit ies. 

Low amount of money 

laundering intelligence, 
investigations and cases 
involving the sector, and 
low associated values. 

Methodologies for 
nat ional security offences 
are relat ively invariable, 
or are easy to detect . 
None or a very small 
number of actors, 
financiers, associates and 
facilitators utilising the 

sector. 
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CRIMINAL THREAT 
ENVIRONMENT 

MEDIUM 

Money laundering 
methodologies are 
moderately varied. There is 
a medium level of 

involvement by SOCGs and 
other high-risk entit ies. 

Moderate amount of money 
laundering intelligence, 
investigat ions and cases 
involving the sector, and 
moderate associated values. 

Met hodologies for national 
security offences are 
somewhat varied, or can 
sometimes be difficult to 
detect. There is a small 
number of actors, financiers, 
associat es and facilitators 
utilising the sector. 

Crown comments 

Money laundering As explained on our 

methodologies are highly 
covering letter, 
AUSTRAC's conclusions 

varied. There is a high level about the level of 
of involvement by SOCGs invotvement of SOCGs 

and other high-risk entit ies. and high r isk ent ities 
does not accord wit h 
Crown's experience and 

understanding. Crown 
would welcome the 
opportunity to discuss 
AUSTRAC's conclusions 

in this area (and the 
basis for those 
conclusions) to the 

fullest extent possible. 

High amount of money As above 
laundering intelligence, 
invest igations and cases 
involving the sector, and 
high associated values. 

Methodologies for nat ional 
security offences are highly 
varied, or are often difficult 
to detect. There are several 
actors, financiers, 
associates and facilitators 
utilising the sector. 
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Very few instances of Some instances of national 
nat ional security offences security offences in the 
in the sector, with sector, with low associated 
negligible or very low values. 
associated va lues. 

Minimal variety of Predicate offences are 
predicate offences that moderately varied and may 
are easily detected. There sometimes be difficult to 
is a low level of detect. There is a medium 
involvement by SOCGs level of involvement by 
and other high-risk actors. SOCG and other high-risk 

actors. 

Low number of predicate Moderate number of 
offences in the sector, and predicate offences in the 

low associated values. sector, and moderate 
associated values. 

VULNERABILITIES 

MEDIUM 

Few higher risk customers A moderate number of 
higher risk customers 

Sector has a small 
customer base. 

Provision of 

product/service rarely 
involves cash, or involves 
cash in small amounts 

Funds and/or value are 
not easily stored or 
transferred 

LEGAL_525172.1 

Sector has a medium 
customer base. 

Provision of product/service 
sometimes involves cash, or 
involves cash in moderate 
amounts 

Funds and/or value can be 
stored or t ransferred with a 
small amount of difficulty 

Multiple instances of 
national security offences 
in the sector, with 
moderate or high 
associated va lues. 

Predicate offences are 
highly varied and are often 
difficult to detect. There is 
a high level of involvement 
by SOCG and other high-
risk actors. 

High number of predicate 
offences in the sector, and 
high associated values. 

A high number of higher 

risk customers 

Sector has a large 

customer base. 

Provision of 
product/service often 
involves cash, or involves 
cash in large amounts 

Funds and/or value are 
easily stored or t ransferred 

CRW.502.003.2435 

Crown comments 

As explained on our 
covering letter, Crown 

would welcome any 
further specificity 
AUSTRAC can provide 
about the levels of high 
risk customer activity 

that AUSTRAC has 
observed (as it does not 
accord with Crown's 
experience and 

understanding). Crown 

would welcome the 
opportunity to d iscuss 

AUSTRAC's conclusions 
in this area (and the 
basis for those 
conclusions) to the 
fullest extent possible 
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Product/service is 
provided predominantly 

through direct contact, 
with minimal remote 

services 

Sector tends t o have 
simple and d irect delivery 

arrangements 

Funds and/or value are 
generally not transferred 

internationally 

Transactions rarely or 

never involve high-risk 
jurisdictions 

At a sector level, 

significant systems and 
controls have been 

implemented t o mitigate 
vulnerabilities 

Criminal activity enabled 
through the sector results 

in minimal personal loss 

LEGAL_S25172.l 

Mix of direct and remote 

services 

Sector tends to utilise some 

complex delivery 
arrangements 

Moderate amount of funds 

and/or value can be 
t ransferred internationally 

Transactions sometimes 

involve high-risk 
jurisdictions 

At a sector level, moderate 

systems and controls have 

been implemented to 
mit igate vulnerabilities 

CONSEQUENCES 

MODERATE 

Criminal activity enabled 
through the sector results in 

moderate personal loss 

Predominantly remote 
services, with minimal 

direct contact 

Sector tends to utilise 
many complex delivery 

arrangements 

Significant amounts of 
funds and/or value are 

easily t ransferred 
internationally 

Transactions often involve 

high-risk jurisdictions 

At a sector level, limited 
systems and controls have 
been implemented to 
mitigate wlnerabilities 

Criminal activity enabled 
through the sector results 

in significant personal loss 

CRW.502.003.2436 

As explained on our 
coverill!I letter, Crown 
is interested to 
understand what is 
meant by the term 
·remote services·. 
From Crown's point of 
view, all gambling 
services in the casino 
sector are provided 
face to face. 

Similar to the above, 
Crown is interested to 
understand what is 
meant by 'complex 
delivery arrangements' 
(and would welcome 
further detail about 
AUSTRAC's 
observations in this 
area). 

This conclusion does 
not appear to be 
consistent with the 
more detailed 
discussion of this 
subject AUSTRAC 
has noted a range of 
risk mitigation 
measures that are in 
place on pages 34 and 
35 of the draft risk 
assessment, but has 
indicated here hat ~ 
considers that 'limited 
systems and controls' 
have been 
implemented. 

Crown comments 
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Criminal activity enabled Criminal act ivity enabled Criminal activity enabled As above. 

t hrough the sector does through t he sector t hrough the sector 
not significantly erode t he moderately erodes t he significantly erodes the 
sector's financial sector's financial sector's financial 
performa nee or performance or reputation performance or reputation 
reputation 

Criminal activity enabled Criminal activity enabled Criminal activity enabled 

t hrough the sector does through the sector t hrough the sector 
not significantly affect the moderately affects the significantly affects the 
broader Australian broader Australian financial broader Austra lian 
financial system and system and community financial system and 
community community 

Criminal activity enabled Criminal activity enabled Criminal activity enabled Crown notes that it 

t hrough the sector has through the sector has the t hrough the sector has the 
may be AUSTRAC's 
intention to shade the 

minimal potential to potential to moderately potential to significantly middle box yellow, 
impact on nat ional impact on national security impact on nat ional security ra her than red. 

security and/or and/ or international security and/or internat ional 
international security security 

41 
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APPENDIX B: Glossary of terms  
AML/CTF  Anti-money laundering and counter-terrorism financing. 

AML/CTF program A document that sets out how a reporting entity meets its AML/CTF 
compliance obligations. 

Beneficial owner An individual who owns 25 per cent or more of, or otherwise controls the 
business of, an entity.  

Casino account An account held by an individual (for example a JTO) with a casino. Funds 
can be deposited and withdrawn from these accounts can be funded in 
many ways including by domestic electronic funds transfer, international 
funds transfer, cash deposit, and exchange of chips. 

Cheque cashing facility An arrangement whereby the casino accepts a cheque from the JTO as a 
substitute for front money. The cheque will only be cashed after settlement 
if the junket program loses, so the JTO does not need to actually provide the 
front money amount to the casino. 

Cuckoo smurfing A money laundering process in which non-complicit beneficiary customers of 
international remittances have proceeds of crime deposited in their bank 
accounts, in consideration for the legitimate funds sent to them from 
offshore. 

ECDD Enhanced customer due diligence. This is the process of undertaking 
additional customer identification and verification measures in certain 
circumstances deemed to be high risk. 

FATF The Financial Action Task Force is an inter-governmental body focused on 
fighting money laundering, terrorism financing and other related threats to 
the integrity of the international financial system, by ensuring the effective 
implementation of legal, regulatory and operational measures. 

Front money The amount of money available to the junket players in a program to bet. 
This is likely to be extended via credit or cheque cashing facility by the 
casino, but is sometimes raised by the JTO and deposited into their casino 
account. The front money amount for a specific junket program can be 
increased during the program. 

IFTI An instruction to transfer funds or property to either: 

• Australia from another country 

• Another country from Australia 

Integration The final stage of the money laundering cycle, in which illicit funds or assets 
are invested in further criminal activity, ‘legitimate’ business or used to 
purchase assets or goods.  At this stage, the funds are in the mainstream 
financial system and appear to be legitimate. 

Junket program A discreet junket “tour” – a group of players with a set arrival and departure 
date and pre-determined front money amount, at the conclusion of which 
settlement occurs between the casino and the JTO. Junket programs differ 
from “rolling junkets” which are ongoing 24/7 and have players arriving and 
leaving without pre-determined dates. 

JTO Junket tour operator. This is the person with whom the casino enters into an 
arrangement to provide junket services to the JTO’s customers. 

JTR Junket tour representative. An agent of a junket tour operator, who has 
authority to transact on the JTO’s casino account. 

42 

LEGAL_525172.1 

4

CRW.502.003.2438



 

Layering The second stage of the money laundering cycle, which involves moving, 
dispersing or disguising illegal funds or assets to conceal their true origin. 

ML/TF Money laundering/terrorism financing 

MLO Money laundering organisation 

Offsetting A practice which enables the international transfer of value without actually 
transferring money. This is possible because the arrangement involves a 
financial credit and debit (offsetting) relationship between two or more 
entities operating in different countries. 

PEP Politically exposed person 

Placement The first stage of the money laundering cycle, in which illicit funds first enter 
the formal financial system. 

Predicate offence For the purpose of this risk assessment, predicate offence is any offence 
which generates proceeds of crime. 

SMR A report that must be submitted by a reporting entity under the AML/CTF 
Act if they have reasonable grounds to suspect that a transaction may be 
related to money laundering, terrorism financing, tax evasion, proceeds of 
crime or any other serious crimes under Australian law. An SMR must also 
be submitted if the reporting entity has reasonable grounds to suspect the 
customer or an agent of the customer is not who they say they are. 

SOCG Serious and organised crime group 

Structuring Structuring is where a person deliberately: 
• splits cash transactions to avoid a single large transaction being 

reported in threshold transaction reports 
• travels with cash amounts in a way that avoids declaring cross 

border movements of the cash. 

Structuring can be a money laundering technique and is against the law 
under the AML/CTF Act.  

TMP Part A of a reporting entity’s AML/CTF program must include a risk-based 
transaction monitoring program (TMP) that comprises of appropriate 
systems and controls to monitor the transactions of customers and identify 
suspicious transactions. 

TSOC Transnational serious and organised crime 

TTR A threshold transaction report, submitted to AUSTRAC about a designated 
service provided to a customer by a reporting entity that involves a transfer 
of physical or digital currency of A$10,000 or more or the foreign currency 
equivalent. 

Unregistered remittance The provision of money remittance services in a manner that is captured by 
the AML/CTF Act, but without being registered with AUSTRAC. Unregistered 
remittance is a criminal offence. 
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Coonan to keep Meleo lobby role 
EXCLUSIVE 

I \HH> I \"-1( 11 

Helen Coonan has no intention of 
stepping down as chair of the 
public affairs and lobby group that 
has been hired to represent 
Macau gambling tycoon Law­
rence Ho in his bid to buy a 20 per 
cent stake in Crown Resorts, de­
~-pite her appointment as chair of 
the ASX-listed Crown. 

Ms Coonan replaced John 
Alexander as Crown Resorts 
chair last month, as an inquiry was 
getting under way in Sydney that 
is examining whether the planned 
buyout of the Crown stake by Mr 

Ho's Meko group raises probity 
i~'Ues. 

The former federal communi­
cations minister told The Austra­
lian at the weekend that she 
would be reviewing all of her 
commitments and would adjust 
some roles and step back from 

others following her Crown ap 
pointment. But The Australian 
can reveal that her chairman~hip 
of prominent lobbyist firm, GRA­
Cosway, will not be among her 
roles to be culled. 

"Ms Coonan is a non execu­
tive chair of GRACosway and has 
no role in the day-to-day opera­
tion of the business. Appro1>riate 
disclosures of interesl are made in 
accordance with her obligations 
as a director of Crown," a Crown 
spokeswoman said. 

Mr Ho, the son of Stanley Ho 
-one of the founders ofMacau's 
casino industry - recruited 
GRAC06way in August last year. 

The appointment came three 
Continued on Page 21 

Coonan 
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Coonan hangs on to Meleo role 
Conlinut'tl from Page 17 

weeks aller the NSW lndef)<'n· 
dent Liquor and Gaming Author­
ity announced an inquiry into 
Melro's intention to buy a 19.9 
per cent stake in Crown from 
James Packer's private invest­
ment vehicle Consolida1ed Press 
Holdings for about $1.76bn. 

Ms Coonan was a director of 
Crown as well as GRA's archair 
al the time. She becamesolechair 
of GRA in November last year 
after her fonner co-chair John 
Dawkins was banned from hold­
ing a directorship for two years 
ovc;r his involvement in collapsed 
trammg college Vocation. 
. .G RA has been assisting Meleo 
111 its prctJarations ahead of the 
investigation, which was estab­
lished lo examine the allegL-d 
"criminal infiltration" of Crown 
R esort~· q1sino operations, both 
in Australia and abroad. 

The authority said it was re 

quired by law to ensure the "man­
agement and operation of a 
casino remain free from criminal 
inOuence or exploitation, that 
gaming in a casino is conduLted 
honest ly anrl controlling the po­
tential of a casino to cause harm 
to the public interest and to indi­
viduals and families". 

The Australian is not suggest­
ing that Ms Coonan has engaged 

in any wrongdoing. She told The 
AuslTalianshewouldacljust some 
roles aml.>tepbatk from others to 
focus on lhe inquiry and ensure 
Crown's $2.4bn Barangaroo pro­
ject in Sydney finishes on time 
and on budget 

At Crown's annual meeting 
la;t year, shareholders criticised 
her many directorships, which in· 
elude chairing the Mmerdls 
Council of Austr.1lia, the federal 
government's Australian Finan­
cial Complaints Authonty. and 
P.lace Managemen1 NSW, pre-
1•1ously known as the Sydney 
Harbour Foreshore Authority. 

"Some roles I have require 
four meetings a year and are eas­
ily accommodated. Others may 
require some acljustments or 
steppingback,"shesaid 

'1 will review all roles but the 
important point is lbat Crown 
will receive the attention from me 
that it needs." 

Ms Coonan said at the time of 
her elevation to chair that the 

move aligned with "contempor­
ary governance practices". 

"The Crown board bas been 
working for some time to con­
sider and to implement a govern­
ance struct\lre that is more in line 
with the traditional model, with a 

non-execuuve chair - a position 
that I am very honoured and 
nrivileged to have been asked to 
hold- and a sepa1 ate CEO. 

"This new structure is in line 
with feedback we have received 
from a number of nroxy advisers 
and shareholders and better 
ahgns with contemporary 
governance practices." 

Mr Packer, Lawrence f lo and 
Mr Alexander arc all due to give 
evidence at the NSW inquiry. 

The first hearing is scheduled 
for February24 and will focus on 
the "vulnerabilities of casinos to 
money laundering". 

Melco's deal to acquire almost 
20 percent of Mr Packer's Crown 
shares Wall to be done in two 
tranches, with the first parcel of 
67.7 million shares, worth about 
$880m, completed after the deal 
was announced in May. 

The sale requires approval 
from regulators in Victoria and 
Western Australia as well as 
NSW'. and 1f tl is given the green 
hght, 11 will leave the Australian 
billionaire with a 26 per cent in­
terest in Crown. 

'The important 
point is Crown 
will receive the 
attention it needs' 

H F.l .F V COONAN 

CROW ... RF.SOllll S CHAIR 

CRW.502.003.2442 

PAGE 2 of 2 



~isentia 

L cer1sod by Cop yr ght Aqency 
You moy only r.n1lY or 

The Australian, Australia 
06 Feb 2020, by Deborah Cornwall 

Business News. page 20 - 235.00 cm' 
National - circulation 94,448 (MTWTF) 

co nniur r..at lhlS hC>rk ,\11th ;) 

I ccncc ID 1231869824 BRIEF CRWNILGA INDEX 1. 1 

Melcoin 
challenge 
to casino 
• • 1nqu1ry 

EXCLUSIVE 

IJLBOR.\11 ((JI{'\\\ \l.L 

Meleo Resorts, the casino empire 
owned by Macau gaming tycoon 
Lawrence Ho, has launched an 
llth-hour legal challenge to the 
NSW gaming regulator, claiming 
the regulator is attempting to 
overstep its powers in its upcom­
ing NSW casino inquiry. 

The highly unusual legal 
action - set down for an urgent 
hearing in the NSW Supreme 
Court on Thursday - comes less 
thanthreeweeks before the Inde­
pendent Liquor and Gaming 
Authority begins the first hearing 
of its no-holds-barred inquiry. 

The inquiry was initially ti·ig­
gered by Ja mes Packer's decision 
to sell 19.9 per cent of his Crown 
shares, potentially worth $1.75bn, 
to Meleo Resorts. 

At stake is Crown Resorts' 
fitness to hold its high-rollers 
casino licence at Sydney's Bar­
angaroo, due to open its doors 
next year. 

But in tbe court notice of 
motion filed by Meleo Resorts, 
the casino company claims the 
inquiry's legal team has misinter­
preted its powers by insisting it 
can compel Meleo to produce 
documents that breach the legal 
professional privilege between 
lawyers and their client~. 

Meleo argues that while the 
company has been co-operating 
with the inquiry, it should beenti­
Ued to refuse to produce certain 
documents, or parts of docu­
ments, on the ground ofl egal pro­
fessional privilege. 

Meleo also disputes that sec­
tion 17(1) of the Royal Commis-

sions Act, which would give the 
inquiry the power to breach legal 
privilege, e\•en comes "into effett 
for the purposes ofthe inquiry". 

T he legal challenge by Meleo 
tlags the deep unease among sen­
ior operatives at both M elco Re­
sorts and Australian billionaire 
Mr Packer's Crown Resorts 
ca.~ino operations. 

At the opening of the inquiry 
last month, t·otinsel assisting 
Adam Bell SC alluded to some of 
the behind-the-scenes wrangling 
with Melco's lawyers over the 
issue of its powers since at least 
September. 

But Mr Bell told the inquiry 
that despite Melco's "issues", the 
inquiry would proceed on the 
basis that it had the power to 
compel witnesses to produce 
documents on demand and there 
would be no grounds, including 
legal privilege, on which they 
could refuse the order oflhe com­
missioner. 

"A witness summonsed to ap­
pear before the inquiry or to pro-

duce documents to the inquiry is 
not excused from answering a 
question or producing docu­
ments on the ground oflcgal pro­
fessional or· other privilege or 
self-incrimination or a duty of 
secrecy or other restrktion or dis­
closure or any other ground," Mr 
Bell said. 

The unprecedented gaming 
inquisition will be run as five sep­
arate hearings investigating the 
alleged "criminal infiltration" of 
Crown Re.sorts' casino opera­
tions in Australia and abroad. 

Both Mr Packer and Mr Ho 
have been ordered to appear as 
star witnesses at the inquiry, 
along with a rollcall of Mr Pack­
er's most trusted insiders. 

CRW.502.003.2443 
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Bitter row over Crown inquiry's powers spills over to the Supreme Court 
m.llOK \I I COK:\~\ ·\l.L acting for Meleo Resorts, told the court ... to do it~ dirty work (re-

NSW Supreme Court on Thurs- garding the abrogation of privi-
The "clumsy" wording of NSWs 
royal commission laws had led the 
state's gaming authority to wrong­
ly claim it had all the "draconian 
powe1~" of a royal commission in 
its upcoming inquir)' into Cmwn 
Resorts' gaming operations, a 
NSW court has been told. 

Meleo Resorts, the casino em­
pire owned by Macau gi1ming 
tycoon Law1·ence Ho. has 
launched an exlnordinary I Ith­
hour legal challenge to the NSW 
gaming regulator, accusing it or 
overstepping its powers. 

The gaming inquiry was in­
itially triggered by James Packer's 
decision to sell 19.9 per t-ent of his 
Crown shares, potentially worth 
$l.7Shn, to Meleo Resorts. 

At stake is Crown Resorts' 

fitness to hold its high-rollers 
casino licence at Sydney's Bar­
angaroo, which is due to open its 
doors in 2021. 

Launching the inquiry in Janu­
ary, commissioner Paddy Bergin 
SC said it would be conducting a 
forensic inquiry into the alleged 
"criminal infiltration" or Crown's 
casino operations using the full 
powersofa royal commission. 

Barrister Stephen f inch SC, 

day that the NSW Independent lege) ... when it didn't have the 
Llquor and Gaming Authority's fortitudetohavethedebateinpar-
Crown Resorts inquiry-which is liament?" Justice Adamson said. 
due tobegin hearings on February Mr Finch replied: "The (NSW 

Royal Commission Act) makes it 
clear that these hurdles (under 
sectio11 17) have to be spedfically 
addressed ... even under lhc royal 
commis.~ion rules ... 

24- "is not and never was a royal 
commis.~ion". 

1\>lr Pinch said under section 17 
(4) and 17 (5) of the NSW Ruyal 
Commission Act. the state's gam­
ing authority inquiries were "ex-

plicilly excluded '. from forci ng 
witnesses to give ~vidence or hand 
over doc11mcnts that were in 
breach of the professional lawyer­
client privilege. 

He said after four months of 

"extremely polite" negotiations, 
the TLGA's refusal to concede it 
did not have the power to impose 
"this dreadful incui-sion ... into civ­
ilian rights" had left Meleo Resorts 
no option but to head to court. 

Mr Finch told Supreme Court 
judge Christine Adamson if the 
NSW parliament hacl wanted to 
give gaming inquiries the power to 
breach legal professional privi­
lege, it could have done so. 

"You say, in effect, the (NSW 
Attomey-Genenll) is asking this 

Stephen fo~e SC, on behalf of 
the I I.GA, told the court Meleo 
had "misread" the legislation. 

Justice Adamson reserved her 
decision. 

Lawrence Ho 
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Probe into Crown in 
'breach of authority' 
Hannah Wootton 

International gambling giant Meleo 
has accused the gaming regulator of 
overstepping its powers by ordering 
wicnesses in the Crown casino 
inquiry to hand over evidence that 
breaches legal professional privilege, 
the NSW Supreme Court has heard. 

Jn a last-minute hearing yesterday, 
Meleo Resorts said the inquiry could 
not make such orders as ic did not 
have the powers of a royal commis­
sion. The challenge from the casino 
operator to the Independent Liquor 
and Gaming Authority's (ILGA) 
power comes less than 20 days 
before inquiry hea1ings staat. 

James Packer's arrempced sale ofa 
19.99 percent stake in Crown Resorts 
ac a knockdown price of $1.76 billion 
to billionaire Lawrence Ho's Meleo 
will come under the inquiry's SCJ1J­
tiny as ic may give Mr Ho's father an 
indirect stake in the casino. 

Stanley Ho is banned from any 
involvement in Australian - and sev­
eral foreign - gambling operations 
because of his alleged connections 
with organised crime, the existence 
of which he denies and have never 
been proven. 

The inquiry, which will hear c'Vid­
ence from both Mr Packer and the 
junior Mr Ho, has already ordered 
Meleo to produce documents that 
the company claims are privileged. 

But Steven Finch. SC, appearing 
for Meleo, questioned whether the 
rules chat may allow the inqui1y to 
ignore legal privilege - secrion 17(1) 
of the Royal Commissions Act - even 
apply to the Inquiry. 

While the Casino Control Act 
enables the ILGA to hold inquiries, 
he said it "does not mention che 
Royal Commissions Act or priv­
ilege". The barrister said there were 

Meleo CEO Lawrence Ho, lef t, with Jamie Packer. PHOTO: BLOOMBERG 

several "hurdles" to clear to en liven 
the provis ions of the Royal Commis­
sions Act, including receiving letters 
patent from the governor. which had 
not occurred. 

He also defended his clients' right 
to refuse such orders under the priv­
ilege, which he said was "essen tially 
about witnesses and their protection 
when giving evidence". 

"We are in the tenitory of the 
removal of people's rights," Mr Finch 
told the court 

"If an incursion is going to be 
made into civil rights in tenns of the 
abrogacioo of civil rights ... tl1en it 
underlines the importance of recog· 
nising that the inquiry that is cur· 
rently underway is not and never 
was a royal commission." 

Any decisions that compromised 
wimesses' rights required "cle-ar 
words" to do so. the barrister said. 

"ls there anything that we have 
seen so far that makes it clear 
through clear words chat section 
17(1) should apply to ch is inquily? 
The answer is no, no it should not." 

But Stephen Free, SC, appearing 

for the !LGA, said Melco's under­
standing of how the Royal Commis­
sions Act and casino Control Act 
interacted with each 0U1er was 
wrong and the inquiry was properly 
empowered to order legal privilege 
be breached. 

"It's the wrong starting point to go 
through the Royal Commission Act 
in isolation ... The Casino Control Act 
~stablisbes an entirely distinct 
regime by which inquilies are estab­
lished," he said. 'They are estab­
lished by the inquiry itself, and that 
inquiry has the power to decide how 
that person (the Commissioner] is 
appointed ... and co decide if they wtll 
engage the special powers of pait 
two of the Royal Commissions Act" 

Meleo already unsuccessfully 
objected to the inquiry's intention to 
require witnesses produce evidence 
despite "legal, professional or other 
privileges" in a preliminary hearing 
in January. 

Justice Christine Adamson 
reserved her judgment but acknowl· 
edged there was "some urgency" to 
reach a decision. 
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Meleo shelves $880m Crown deal on virus fears 
LJ '\IO'\ " ''n 
I long Kong c.c.ino magnate 
Lawimcc Ho's Meko Group has 
abandonl'd its plan to double its 
stake in thcJames Packe.--backed 
Crown Resorts, blaming the 
impact or the coronavirus epi­
demic. 

In an announcement late on 
Thursday night. Meleo said that it 
was rc\llcwing all non-core invest­
ments in 2020 because of the 
severe drop in tourism in Asia and 
the recent decision by the Macau 
government to close all casinos in 
M11cau. This h<1s put on hold its 

plan to spend another $880m to 
lin its sll1kc in Crown to 19.9 per 
cent. 

"This dt'Cision reflecls Melco's 
commitment towards its employ­
ees, cu,lomers, business partners 
and other stakeholders and 
Observance or the highest degree 
of responsibility until such time as 
the global health emergenq1 and 

the related travel restnctions that 
affect a significant part of its 
customer base are lifted." Meleo 
said. 

"Meleo considers its core oper­
ations to be those businesses 
where it is the managing and 
majo1ity shareholder. 

"This includes operations in 
Macau, The Philippines, and 
Cyprus and its efforts lo obtain a 
licence to operate a Meleo-owned 
(integrated resort) in Japan''. 

Meleo said that it intended to 
continue its operations in these 
jurisdktions. 

It would also carry out key 
investments currently earmarked 
for th ose countries, including the 
construction of Studio City phase 
2 in Macau and City of Orcams 
Mediterranean in Cyprus. 

"Management attention will 
remain focused on these critical 
areas of Melco's business until 
such time as operations and busi-

ness throughout Asia have 
returned to normal," the casmo 
operdlorsa1d. 

Meleo s.;1id ot would not pursue 
•ls plans to mtTe'.IS<! its stake in 
Crown Rt!SOrts to 19.9 pcn-enl 

That transaction is subject to 
an inqrnry by the NSW gaming 
regulator, the Independent 
Liquor and Gaming Authority. 
which is due to begin later this 
month. 

In June last yeal', Mr Packer's 
private company CPH received 
$880m in cash from Mr Ho's 
Mt!ICO Group, the first trancht: of 
the I long Kong billionaire's 

Continued to Page 26 
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chips off 
the table 

Ho axes plan to double Crown stake 
DAMON KITNEY 
DEALS 

CASINO group Meleo has 
abandoned plans to double its 
stake in the James Packer­
backed Crown Resorts, blam­
ing the impact of the 
coronavirus outbreak. 

Meleo, backed by Hong 
Kong gambling magnate Law­
rence Ho, has declared it is re­
viewing "all non-<core 
investments" it was due to 
make this year. 

It cited "a severe drop in 
tourism in Asia" and the deci­
sion by the government or 
Macau - the Chinese region 
that has become a gambling 
hub - to close all casinos. 

As a result, Meleo has put 
on hold its plan to spend an­
other $880 million lifting il~ 
stake in Crown from 10 per 
cent to 19.99 per cent. 

Crown investors reacted 
calmly to the revelation: shares 
in the Melbourne-based group 

dipped in early trade before 
bouncing and eventually 
closed steady at $11.61. 

M elco was to buy shares 
from Mr Packer's private fam­
ily company. Consolidated 
Press Holding.;;. 

In a statement, Meleo said 
the decision to pull back from 
non-core investments reflect­
ed its commitment to · employ­
ees, customers, business 
partners and other stake-

holders". The company said it 
also reflected its "observance 
of the highest degree or re­
sponsibi lity until such time as 
the global health emergency 
and the related travel restric­
tions that affect a significant 
part of its customer base are 
lifted". 

"Meleo considers its core 
operations to be those busi­
nesses where it is the manag-

ing and majority shareholder," 
it said. 

"Th is includes operations in 
Macau, the Philippines and 
Cyprus, and its efforts to obtain 
a licence to operate a Melco­
owned (integrated resort) in 
Japan." 

Meleo said it intended to 
proceed with key investments 
earmarked for Macau, Manila, 
Cyprus and Japan. 

"Management attention 
will remain focused on these 
critical areas of Melco's busi-

ness until such time as opera­
tions and business throughout 
Asia have returned to normal," 
the casino operator said. 

Crown yesterday confirmed 
Meleo was no longer buying 
more shares. The Hong Kong­
based company had also 
scrapped plans to seek a scat 
on the Crown board. 

CRW.502.003.2448 
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"Meleo does not currently 
intend to increase its existing 
shareholding in Crown from 
its current position," it said. 

Its plans to take a bigger 
stake in Crown is the subject of 
an inquiry by the New South 
Wales gambling regulator, the 
Independent Liquor and Gam­
ing Authority, which is due to 
begin this month. 

Last June, Consolidated 
Press received $880 million in 
cash from Meleo for a 10 per 
cent stake. 

Crown faces inquiries b 
Victorian gaming regulators 
and thl! Commonwealth Aus­
tralian Cl'iminal Intelligence 
Commission following reports 
last year making allegations 
which are contested by the ca­
sino group - about links to or­
g~niscd crime. 

Mdco's bid to increase its 
stake in Crown was also doud-
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eel after the Tokyo prosecutor's 
office executed search war­
rants at Meleo offices in the 
city as part of an investigation I 
into casino operators. 
THE AUSTRALIAN 

Lawrence Ho 
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Regulators to keep pressure on Crown, Ho 
J.I RED l.YN(ll 
D \ \ION Kll\11 Y 

The NSW gaming regulator is 
pressing ahead with its inquiry 
into Crown Resorts despite 
Macau billionaire Lawrence Ho 
walking away from his planned 
$880m buyout of the casino group 
and launching a legal challenge to 
the probe. 

Two weeks before the NSW 
Independent Liquor and Gaming 
Authority was set to begin its in­
quiry into Mr Ho's bicl to buy a 20 
per cent ~'take in Crown from fel­
low billionaire James Packer, he 
ahandoned his plan, blaming the 

coronavirus epidemic which has 
caused the Macau casino industry 
to grind to a halt. 

The move leaves Mr Ho's 
Meleo with a 9.9 per cent stake in 
Crown Resorts and opens up the 
share register of the Australian 
gaming group, nine months after 
it was in tal ks with US gaming 
group Wynn Resorts about a po­
tential takeover bid. 

The Weekend Australian un­
derstands that last year Crown 
also engaged in detailed talks with 
Galaxy Entertainment, which bas 
a stated desire to explore interna­
tional development opportunit­
ies. However, all of Galaxy's assets 
are in the Chinese gaming Mecca 

of Macau, which has been hit hard 
by the coronavirus. 

The deadlv virus, which has 
killed more than 600 people and 
infected thousands mo1·e, has shut 
down China and the entire gam­
ing operations of Mr Ho's Meleo 
Resorts in Macau, costing billions 
of dollars in lost income. 

fn a statement issued on 
Thursday night to the Nasdaq ex­
change, where Meleo has its pri­
mary listing, Mr Ho said he was 
withdrawing his p lan to spend an­
other$880m to double his stake in 
Crown to 19.9per centto focus on 
his core markets in Macau, The 
Philippines and Cyprus as well as 
Melco's efforts to win a Japanese 

gaming licence. "Due to the im-

pact of the coronavirus epidemic, 
including the severe drop in tour­
ism in Asia to Integrated Resort 
(IR) facilities in the region, and the 
recent decision by the Macau SAR 
government to close all casinos in 
Macau, Meleo has taken the deci­
sion to reassess aJJ non-core in­
vestments to be made in 2020." 
MrHosaid. 

His decision came a day alter 
he issued an 11th hour challenge to 
the NSW gaming regulator in an 
attempt to derail the inquiry, 
claiming the regulator was 

Continued on Page 29 

Regulators to keep 
up pressure despite 
legal challenge 
Continued from Page 25 

overstepping its powers. 
But a spokeswoman for the 

NSW gaming regulator said the 
inquiry would still proceed. 

"The inquiry will be 
proceeding and the NSW 
Independent Liquor and 
Gaming Authority is nol in a 
position to make any fu11her 
comment at this stage;· the 
spokeswoman said. 

Meleo Resorts claims the 
inquiry's legal team 
misinterpreted its powers by 
insisting it could compel Meleo 
lo produce documents that 
b1-eached U1e legal profes.sional 
privilege between lawyers and 
their clients. 

Mr Packer, Lawrence Ho and 
Mr Alexander are a ll due lo give 
evidence at Lhe inquiry, which 
will begin on February 24. It was 
established to examine the 
alleged "criminal inliltration" of 
Crown Resorts' casino 
operations, both in Austr<11ia 
and abroad. 

At stake is the suitability of 

Crown told hold a licence for the 
$2.4bn Crown Sydney 
development in Barangaroo. 

The authority said it was 
required by law to ensm-e the 
"manauement and oueration of 

a casino remain fn .. -e from 
criminal influence or 
exploitation, that gaming in a 
casino is conducted honestly 
and controlling the potential of 
a casino to cause hann to the 
public interest and to 
individuals and families". 

Mr Ho had planned to buy a 
19.9 per ('Cnt stake in Crown 
from Mr Packer in two 
tranches, totalling $1.76bn. The 

first parcel of67.7million 
shares, worth about $880m, was 
completed in May last year. 

Shares in Crown ended 
steady on Friday at $ll.61. 

Analysts are now expecting 
Mr Ho to sell that parcel of 
shares as part of his re­
evaluation of non-<'Ore 
investments. 

"We originally viewed the 
share acquisition as a first step 
in Meleo fully acquiring Crown 
in the future and were generally 
positive on the transaction. 
However, the transaction has 
been bogged down with 
regu latory scrutiny of' Crown's 

VIP business practices and 
probity of Meleo," said 
Berns tein analyst Vitaly 
Umansky. 

"Meleo has stated it does not 
intend to increase its stake in 
Crown further and will no 
longer seek board 
representation. We believe 
Meleo will likely look to divest 
its holdings over time as the 
mal'ket allows." 

However, Mr Umansky said 
Mr Ho's decision did not 
necessa rily grant him a free pass 
at the NSW inquiry. 

"We have some questions 
about whether the probity 
review issue in Australia may 
come back to haunt the 
company. It is too early to tell at 
this stage. 

"Sutnce it to say, with what is 
happening in Asia now with the 
coronavirus and with Meleo 
seemingly fully engaged on 
.Japan, any furthc1· a c quktilion of 
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l:rown would have likely been a 
bigger bite than Meleo could 
reasonably handle." 

Mr Ho's withdrawal from the 
Crown deal came as the 
Australian Shareholders 
Association expressed concern 
about the independence of 
Crown chair Helen Coonan. 

Macau's casino industry has ground to a halt 
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An ambulance outside a casino in Macau, China. where the industry has been hit hard by the coronavirus 
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Melco's move to ditch plans to up its Crown stake won't worry Packer 
I>\ \10' """ \ Ho's .group ~as alre~dy got m~1·e nothing to stop Meleo selling out 

tha:i1tbargamedfor111theprob1ty of Crown completely if it needs 

l 

James Packer may have missed 
out on a cool S880m in ca~h, hut as 
the billionaire sits at home in 

Aspen this afternoon, he's un­
likely to be smarting too much. 

Yes he will be fel)ling for his 
good friend and "brother· Law­
rence Ho, who is under siege hat 
tling the coronavirus epidemic, a 
Japanese bribery inv~tigation 
and what Ho's Meleo Group 
clearly perceives is a heavy-hand­
ed NSW gaming regulator. 

But Packer would he relieved 
he no longer has any assets in the 
Chinese gaming mecca of Macau, 
where some estimates suAAest the 
operators will lose $25bn over the 
15-day shutdown of the casino 
industry there following the coro­
navirus outbreak. 

All the Macau operato~ in­

cluding Meleo, are set to post loss­
es for the month of February, but 
there are concerns the shutdown 
could extend for many more 
weeks or months, which could 
have far-reaching implications for 
all the players in the mai·ket 

So it was hardly sul'prising 
when Meleo announced late on 
Thursday it would not pursue its 
plans to increase its stake in Pack 
er's Crown Resorts to 19.9 percent 
a transaction that is subject to an 
inquiry by the NSW gaming regu­
lator, the Independent Liquor and 
Gaming Authority, due to begm 
later this month. It ha~ also 
stTapped plans to seek a seat on 
the board. 

Melco's pulling out of the deal 
is understood nol to have hap­
pened off the cuff and had hwn 

under consideration since last 
weekend. Of cour'Se, many will see 
the coronavirus as a smokescreen 
lo give Meleo the opportunity to 
abandon its Australian expansion 
ambitions. given it is apparent 

review process. cash, especially if' the coronavirus 
On Thul'sday, Meleo launched epidemic starts to weigh heavily 

a bold legal bid to prevent 1hc 
NSW inquiry from forcing wit­
nesses lo hand over privileged evi­
dence. The question now is how 
the lLGA inquiry proc~tls and 
how much will Meleo co-operate. 
Will Ho still be asked to appear? 

Will the Hong Kong-based group 
still be happy to go through the 
probity process to sec\ll'e a star of 
approval that could assist its inter­
national ambitions in the future. 
especially in Japan? 

Five rounds of hearings have 
be.!n scheduled, and are likely to 
last about two weeks each, starting 
in a fortnight's time. 

Several of those l'ounds will 
t'Onsider broader issues for the 
casino industry and the murky 
operations of' junket opcrator.oo, 
whose links to organised cnme -
and Crown's involvement with 
them-werehighlightedinasen-

sational series of media reports 
last year. Only one of the inc1u11y 
rounds is considering Packer's 
sale of his stake in Crown to Meleo 
and the latter's links to Ho's father 
Stanley, which appears somewhat 
redundant now given Mclco's 
move and the likelihood that it will 
withdraw it~ application for 
approval to move beyond its 
9.9percentstake in the Australian 
casino group. 

It remains to be seen if ILGA 
still may seek to reverse the sale or 
the first tranche to Melooby Pack 
er if it finds Ho or Crown ·~ not 
suitable to hold a licence for the 

$2.4bn Crown Sydney develop· 
ment. But such an outcome ap­
pears unlikely given Hong Kong 
leisure conglomerate Chow Tai 
Fook and developer Far East Con­
sortium holdjust under IO per cent 
of Crown's rival, The Star. 

The Sydney-based group alS-O 
has shareholder caps in place to 
prevent any investor buying more 
than 10 per cent of the company 
without going through the probity 
process. Of course. there is also 

upon its balance sheet. Which 
could be good news for Packer, 
who now retains a 36 per cent 
share in Crown following Thurs­
daynight's move by Meleo. 

And even if Ho remains on the 
Crown share register, other inter­
national players keen on looking 
at a potential takeover of Crown 
would probably now be more 
mterested given his interest is 
stuck at less than 10 per cent. They 
would also know there is plenty of 
time to move given the length or 
time to secure probity approvals 
and the fact Crown is locked in a 
holding pattern for the time being 
with tht: promise of its Barangaroo 
project to come on line next year. 

Crown held merger talks with 
US casino group Wynn Resorts 
last year, when Wynn was pre­
pared to value Crown at $14.75 a 
share. Its shares arenowtradingar 
$11.62. 

Crown will also suffer from the 
coronavirus epidemic and its 
htgb-rollerl> business is already 
reeling from the various in<1uirics 
under way into the company's 
operations, including by Victorian 
gaming regulators and the Com­
monwealth Australian Criminal 
I ntelligcnce Commission. 

But it is a business Packer 
knows can produce S400m ol' divi ­
dends each year. even without il' 
high-rollers business firing 

On a flying visit to Australia in 
January, Packer told me his life 
was in a "holding• pattern until 
the Crown Sydney project opens 
fully next year and while the vari­
ous inquiries take their course. 

But despite the uncertainty or 
the coming months, Ho's move on 
Thursday night won't do anything 
lo detract from his improving 
mental state after the horrors of 
recent years. 

Damon Kit11ey's biography o( 
James Packer, The Price of 
Fortune, is now available in 
paperback 
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Inquiry to go on as deal folds 
Patrick Hatch 

Hong Kong casino group Meleo Re­
sorts' decision to tear up a deal with 
James Packer to increase its stake in 
Crown Resorts will not stop a power­
ful public inquiry that is preparing to 
rake through the inner workings of the 
two companies. 

Late on Thursday night, Meleo said 
it had terminated a deal to buy another 
10 per cent stake in Crown from Mr 
Packer, which would have increased its 
stake in the casion operator to 20 per 
cent, because it needed to focus on its 
core Asian business that is being rav­
aged by the coronavirus crisis. 

When Meleo agreed to buy Mr Pack­
er's Crown stake for $1.76 billion in 
May last year, it said it wanted a seat on 
Crown's board and would "welcome 
the opportunity" to increase its owner­
ship further. 

The second tranche of the deal was 
put on hold when the NSW Independent 
Liquor and Gaming Authority launched 
an unprecedented inquiry into probity 
issues at Crown and Meleo, including 
whether the share sale breached 
Crown's Barangaroo casino licence. 

The licence bans Meleo boss Law­
rence Ho's father, Stanley Ho, and his 
associates from being involved in the 
Barangaroo casino, which is due to 
open early next year, because of his 
alleged links to organised crime. 

The inquiry will also look into the 
Herald and The Age's revelations that 
Crown went into business with "jun­
ket" tour operators linked to Asian or­
ganised crime. 

A spokesman for the NSW gaming 
authority yesterday confirmed "the in­
quiry will be proceeding" but was not 
in a position to comment further. 

On Thursday, Meleo took the regu­
lator to the Supreme Court to chal­
lenge the inquiry's authority to order 
witnesses to handover information 
that breaches legal professional priv­
ilege, and are waiting on a judgement. 

The deal's collapse will leave Mr Pack­
er with a 86 per cent stake in Crown and 
Meleo with 10 per cent. However, Meleo 
could be forced to sell down those re­
maining shares if the inquiry finds it is 
not allowed to own them. 

Independent NSW MP Justin Field 
said Melco's retreat could be seen as a 
"vote of no confidence in Crown, but 
also a recognition of the risks closer 
regulatory scrutiny presents for the 
casino business". 

"The inquiry made clear it will look 
closely at Melco's business structure 
and relationships and Meleo may be 
hoping to avoid some of that by backing 
out of this transaction," he said. 

Meleo offices in Japan, where it is 
trying to obtain a lucrative casino li­
cence, were raided by police last month 
as part of a political corruption probe. 

The first day of the inquiry, held last 
month, heard Mr Packer and Mr Ho 
would be called to give evidence in pub­
lic hearings. The inquiry will resume on 
February 24 to examine issues includ­
ing money laundering at casinos, the 
use of "junkets" to lure Asian high rol­
lers to Australian casinos and their vul­
nerabilities to organised crime. 



~isentia 

l n::eni:.et !::ly Copynqht Aqency 
Yo1,; .n.1y only coµy O< 
c.0111TL1r1i..:a1e dus wotk v.11h ;.i 

hc;cncc 

*' ' . 

Sydney Morning Herald, Sydney 
08 Feb 2020, by Patrick Hatch 

General News. page 12 - 371.00 cm2 

Capital City Daily - circulation 145,231 (MTWTFS-) 

10 1232403077 BRIEF CRWNILGA INDEX 1.7 

CRW.502.003.2455 

PAGE 2 of2 

Troubled waters: Meleo boss Lawrence Ho. left, with Crown Resorts' James Packer In 2015. Photo: Bloomberg 
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Crown probe powers stymied 
The inquisitors of NSW's Crown 
Resorts casino inquiry have been 
left scrambling on the eve of the 
investigation's first hearing after 
a Supreme Court judgment 
found it did not have the powers 
of a royal commi:.sion. 

Thejudgment, handed down 
by NSW Supreme Court judge 
Christine Adamwn on Tuesday, 
is a major setback for what was 

failed share deal between Mr 
Packer and Mr Ho 

The inquiry had proposed to 
investigate whelher Meleo Re­
sorts' ties to Mr Ho's 98-year-old 
father, Stanley Ho, could be in 
breach of Crown Resorts' licence 
for the $2.4bn high-roller casino 
that Mr Packer has been building 
at Sydney's new harbourfront 
prednc.t, Bar.:mgaroo. 

CPH and Crown Resorts both 
face scrutiny on why Crown failed 
to inform the Crown Resorts 
board of the proposed share sale 
to Meleo, doi>ite the fact that 
Stanley Ho was on the list of enti­
ties banned from having any in-

volvement with the Barangaroo 
casino licence. 

Meleo last week announced it 
was abandoning its planned pur­
chase of the secoml trdnche of 
CPH Crown shares because of the 
devastating impact of the corona­
virus on its gambling operations 
inMac-.i\L 

That has raised questions as to 
whether Meko's fitness as an 
associate of a casino licence hold­
er is any longer relevant to the 
inquiry, given it no longer plans 
to expand on its 9.9 per cent stake 
in Crown. 
seen as a no-holds-barred in­
quiry into Crown's casino opera­
tions, including alleged "tTiminal 
infiltrdtion" by money launder­
ers. The blow for the NSW gov­
ernment follows a legal chal­
lenge by Macau gaming tycoon 
Lawrence Ho's Meleo Resorts 

FUUREPORT P6 
COMM£NT P6 

The judge ... 
pointed out the 
NSW parliament 
appeared to have 
left it to the 
courts to do their 
'dirty work' 

James Packer a nd gaming 
tycoon LaWTence Ho 

Court unplugs 
Crown casino 
probe powers 
l>I KOIC\11 < 01{1\ \\.\I I 

The inquisitors of NSWs Crown 
Resorts casino inquiry have been 
left scrambling on the eve of the 
investigation's first hearing, after 
a landmark Supreme Courtjudg­
ment found il did not have the 
powers of a royal commission. 

The judgment, which was 
handed down hy NSW Supreme 

Court judge Christine Adamson 
on Tuesday morning, is a major 
setback for whal was heralded to 
be a no-holds-barred inquiry into 
Crown's casino operations, in­
cluding its alk'!lcd "criminal infil­
tration• by money launderers. 

The humiliating blow for the 
NSW government follows an 
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llth-hour legal challenge by 
Meleo Resorts, the casino empire 
owned by Macau gaming tycoon 
1.awrence Ho. which argued !hat 
the inquilj' "isn't and never was a 
royal commission•. 

Meleo told the court the in­
quiry by the NSW Independent 
Uquor and Gaming Authority 
had wildly overstepped its powers 
by insisting Meleo hand over nine 
doc:uments that would breach 
their professional lawyer-client 
privilege. 

Justice Adamson agreed, rul­
ing there was a lack of dear 
language in NSW's Casino Con­
trol Act and it could not be inter­
prett:tl to give the inquiry the 
power to breach such a funda­
mental common law right 

The judge went a step further, 
pointing out that lhe NSW parlia­
ment appeared to have left it to 
the courts to do their "dirty work" 
in identifying the actual powers of 
NSW gaming inquiries. 

She found the court "should 
not he left to guess" about what 
powers the inquiry's commis­
sioner had. 

It was not the role of the court, 
she said, to help "parliament to 
avoid confronting the inevitably 
controversial questio!' w~eth-

er, m mqume. neJCJ t>y \ILvAJ •. 1t 
is desirable to abrogate funda­
mental privileges and rights of 
witnesses and persons required to 
produce documents". 

'"If parliament intended that •. 
1t was obliged to make its inten­
tion clear," she said. 

Launching the inquiry in 
January, commissioner Paddy 
Bergin SC said the inquiry 
would conduct a forensic inquiry 
into the alleged "criminal infil­
tration" of Cro1~n·s casino opera­
tions, using the full powers of a 
royal commission. 

The NSW Attorney-General, 
Mark Speakman, is now "con­
sidering the prospects of an 
appeal" against the decision. 

The I LGA is also assessing the 
impact of the Supreme Court's 
decision on the running of the 
inquiry, which is clue to start on 
February 24. 

Meleo Resorts refused to com­
ment on Tuesday, along with 

Crown Reso1ts and billionaire 
James Packer's private company, 
Consolidated Press Holdings, 
which holds the majority share in 
Crown Resorts. 

Mr Packer 1s expected to ap­
pear as a star witness at the wide­
ranging inquiry, which will look 
into everything from alleged 
aiminal links to Crown Resorts' 
casino operations in Australia 
and abroad, as well as the now 
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Watchdog cops a 
mauling as judge 
pulls no punches 

YO~I H.\:>11.\ \ 
NSW POllTI CAl. 
CORHESl'ONDENT 

Thanks to a bliste1ingjudgment 
delivered in the NSW Supreme 
Court on Tuesday, we now 
know !hat even the gambling 
regulator likes to try on a hustle 
from time to time. 

Within judge Christine 
Adamson's legal w1·angling was 
a burn so searing that it 
exposed not just tl•e overreach 
of the Independent Liquor and 
Gaming Authority, but slovenly 
politi cians who len its powers 
so ambiguous to begin with. 

In the end, il was a case of 
watchdog versus not-quite-an­
underdog - Meleo Resorts and 
Entertainment, a foreign­
owned corporation and a 
veritable whale on the global 
gambling circuit, with 
operations in Macau, Hong 
Kong, Cyprus and The 
Philippines. Its foes, one might 
say, are arguably much larger 
and toothier than the freshly 
neutered ILGA. 

four months out from a 
much-vaunted casino inquiry, 
the company began receiving 
the first o f nine summonses 
from the regulator to hand over 
legally privileged documents. 
Believing ii had the powers of a 
royal commission, U1e ILGA 
demanded this paperwork 
using an obscure set of sub­
clauses that were squirrelled 
away in a piece of its own 
fossilised legislation. 

And the watchdog would 
have got away with it, too, if 
Meleo hadn't ,.,d ied Its bluff. 

BRIEF CRWNILGA INDEX 1.4 

These powers never existed, but 
ILGA tried to make a go of it 
anyway. 

The company's success in 
court is, yes, someth ing of a 
short-tern1 win, a bubble­
burster for the ILGA on the one 
hand and, on the other, a 
mortar nmnd launched at t he 
politicians whose clumsily 
worded Casino Control Act 
paved the way for this 
showdown. 

For Crown Resorts, which is 
on track to open the casino at 
the centre of a ll this hy 2021, 
this is neither a win nor a loss. 
Crown knows tl1at the cardinal 
rule of the casino game is to 
maintain smooth relations with 
the regulator and accept its 
necessary evils ofregula tory 
chidings and pesky statutory 
reviews. 

If Crown has been open with 
the inquiry - and there is no 
question it hasn't - then 
Melco's win will be largely 
irrelevant. It will continue to 
co-operdte, and the company 
knows that the government 
may very well decide tomom>w 
- figuratively - to ramp up 
the authority's legislation in 
response to the gaps exposed in 
the law (the more likely course 
ol' action would be to do so later 
in February during the next 
sitting of parliament). 

So this is no lime for 
crowing. Melco's win, while 
technically a victory, really 
confers no tangible benefit on 
any party except perhaps 
Meleo, a high-rolle r that's 
a lready playing much bigger 
hands e lsewhere. 

The question now, though, is 
whether the NSW government 
will heed Justice Adamson's 
hosing down, and hastily 
amend its legislation to give the 
ILGA the royal commission 
powers it so smugly thought ii 
possessed. 

Or perhaps it will abide by 
the wisdom of Kenny Rogers, in 
his song devoted to the vice at 
the heart of this legal fight. 

I don't need lo mention 
which one. 

CRW.502.003.2458 
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Casino 
l<ingwins 
files fight 
Patrick Hatch 

Hong Kong casino giant Meleo 
Resorts has won a battle to keep 
legally privileged documents 
secret from a public inquiry that is 
probing its purchase of a 20 per 
cent stake in Crown Resorts from 
James Packer. 

The NSW Independent Liquor 
and Gaming Authority's unpreced­
ented inquiry will, in the coming 
months, dig through Melco's inner 
workings to decide whether it is a 
suitable company to be involved in 
Crown's new casino, which is due 
to open at Sydney's Barangaroo 
early next year. 

The inquiry, led by former NSW 
Supreme Court judge Patricia 
Bergin, will also consider whether 
Mr Packer's sale of a $1.76 billion 
stake in Crown to Meleo in May 
2019 breached Crown's Sydney 
casino Licence. 

The licence bans involvement in 
Crown by Meleo boss Lawrence 
Ho's father, Stanley, and a number 
of associates because of alleged 
links to organised crime. 

The inquiry was to have the 
same powers of a royal commis­
sion, including the ability to com­
pel parties to give evidence and 
produce documents. 

However, as revealed by The Age 
on January 30, Meleo took the reg­
ulator to the NSW Supreme Court 
last week to challenge its right to 
demand nine documents covered 
by legal privilege. 

Yesterday, Justice Christine 
Adamson !'Uled in Melco's favour, 
meaning the gaming authority will 
not be able to access the docu­
ments. 

The case hinged on how a sec­
tion of the Royal Commissions Act 

BRIEF CRWNILGA INDEX 1.5 

applied in the Casino Control Act. 
Meleo last week tore up its deal 

with Mr Packer for the transfer of 
the second 10 per cent tranche of 
Crown shares, worth $880 million, 
saying it needed to focus on its core 
Asian businesses that are being af­
fected by the coronavirus crisis. 

CRW.502.003.2459 
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Meleo wins 
legal privilege 
fight in probe 

James Thomson 

Asian casino giant Meleo Resorts will 
not have to produce certain documents 
to the NSW Independent Liquor and 
Gaming Authority's (TLGA) inquiry 
into its purchase of a stake in Crown 
Resorts, after the NSW Supreme Court 
found the probe does not have the 
power of a royal commission. 

correlative powers and authorities. to 
enable Parliament to avoid confronting 
!he inevitably controversial question 
whether. in lnqulr1es held by the 
authority under the Casino ConlrOI Ac.t. 
it is desirable to abrogate fundamental 
privileges and r1ghts of wimesses and 
persons required to produce docu· 
ments:· she said. 

The decision could mean further 
changes to the direction of the Inquiry, 
which is headed by ~dtrfcla Bergin SC. 

CRW.502.003.2460 
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Meleo. which last week said It would 
not proceed with buying a second 
tranche of shares In Crown from bil· 
llonaire James Packer, took the ILGA to 
court after the author1ty rejected 
Melco's contention it did not have to 
produce certain documents it said 
were protected by legal professional 
privilege. 

Melco's decision to abandon its S900 
million purchase of a second tranche of 
Crown shares and abandon its push for 
seats on Crown's board will mean that 
some of its executives, who it put for­
ward as potential Crown directors. will 
no longer n<.'Cd to be cleared by the 
probe. 

Lawrence Ho has been hit hard by the 
Macau casino shutdown. 

The Il.GA probe ls examining 
whether it is appropr1ate that Meleo, 
which is run by billionaire Lawrence 
Ho, becomes n close associate of 
Crown. 

Mr Ho's father, Stunicy. who indir· 
ectly owns a stake In Meleo, is elTect· 
ively blackballed from NSW because of 
his alleged links to organised crime. 
Stanley has always denied those links 
and Lawrence has long argued he is 
completely independent of his father. 

Supreme Court judge Justice Chris· 
tine Adamson found the NSW Royal 
Commission Act "has not come into 
effect for the purposes of the inquief 
and Melco's "privileges, Including legal 

professional privilege, are not abrog­
ated for the purposes of an inquiry". 

Justice Adamson found the NSW 
Parliament had not made It clear 
enough that the inquiry, constituted 
under the Casino Control Act, was 
entitkcl to engage the special powers of 
parts of the Royal Commission Act that 
would have entitled the probe to order 
legal privikgc be br<.oached. 

"Tt is not for this court, bya process of 
construction which relics on implied 

An ILGA spok<.'Sman said it was 
"considering today's court judgment 
and how it may impact the running of 
the inquiry. Any decision on whether to 
appeal against the judgmcnt would be 
a matter for the NSW Attorney· 
General." 

While the court's decision Is a wtn for 
Meleo. Mr Ho's attention is firmly 
focused on the company's biggest 
marke\, the gambling hotspot of 
Macau, where It runs two giant casino 
resorts. 

But Macau's entire casino industry­
a tOCll of 41 properties - has been shut 
by government official~ because of the 
coronavirus outbreak for 15 days until 
February 20. 

Meleo said last week the shutdown 
and resultant hlt to Its earnings means 
that all non-core investment had been 
suspended. 

It will retain its existing 9.9 per cent 
stake in Crown, but any further share 
purchases are on hold. 

PHOTO. BLOOMBERG 
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Meleo papers to 
remain private 
after legal win 
Patrick Hatch 

Hong Kong casino giant Meleo Re­
sorts has won a battle to keep legally 
privileged documents secret from a 
public inquiry that is probing its 
purchase of a 20 per cent stake in 
Crown Resorts from James Packer. 

The NSW Independent Liquor 
and Gaming Authority's unpreced­
ented inquiry will in the coming 
months dig through the inner­
workings of Meleo to decide 
whether it is a suitable company to 
be involved in Crown's new casino, 
which is due to open at Sydney's 
Barangaroo early next year. 

The ILGA inquiry led by former 
NSW Supreme Court judge Patricia 
Bergin will also consider whether 
Mr Packer's sale of a $1. 76 biUion 
stake in Crown to Meleo breached 
Crown's Sydney casino licence. 

The licence bans involvement in 
Crown by Meleo boss Lawrence 
Ho's father, Stanley, and a number 
of associates because of alleged 
links to organised crime. 

The inquiry was to have the 
same powers of a royal commis­
sion, including the ability to com­
pel parties to give evidence and 
produce documents. 

However, as revealed by the 
Herald's CBD column, Meleo took 
the regulator to the NSW Supreme 
Court last week to challenge its 
right to demand nine documents 
covered by legal privilege. 

Yesterday, Justice Christine 
Adamson ruled in Meleo's favour, 
meaning ILGA will not be able to 
have access to the documents. 

The case hinged on how a sec­
tion of the Royal Commission Act, 
relating to witnesses not being able 
to use legal privilege to excuse 
themselves from giving evidence 
or producing documents, applied 
in the Casino Control Act. 

Melco's legal team, led by 
Steven Finch, SC, argued the 
casino legislation failed to clearly 
express that its intention was to 
abrogate what was a fundamental 
common law right. 

Justice Adamson ruled that the 
court "ought not be left to guess" 
about what powers were intended 
to be given to a commissioner ap· 
pointed to run an ILGA inquiry. 

"If Parliament intended that . .. 
it was obliged lo make its intention 
clear," she said. But instead, the 
wording of the casino legis lation 
meant there was "substantial risk 
that the full implications" of the 
law would go unnoticed as it pas­
sed through Parliament. 

Justice Adamson said it was not 
for the court to "enable Parliament 
to avoid confronting the inevitably 
controversial question whether, in 
inquiries held by (ILGAJ ... it is 
desirable to abrogate fundamental 
privileges and rights of witnesses 
and persons required to produce 
documents". 

An ILGA spokesman said the au­
thority was "considering today's 
court judgment and how it may 
impact the running of the inquiry". 

Attorney General Mark Speak­
man is considering the prospects 
of an appeal, a NSW government 

spokesman said. 
Meleo last week tore up its deal 

with Mr Packer for the transfer of 
the second 10 per cent tranche of 
Crown shares, worth $880 million, 
saying it needed to focus on its core 
Asian businesses which are being 
negatively affected by the coron­
avirus outbreak. 

Meleo said it did not intend to 
increase its stake in Crown above 
the 10 per cent it had already bought 
from Mr Packer and would no 
longer seek seats on Crown's board. 

'If Parliament 
intended [to revoke 
legal privilege] ... it 
was obliged to make 
its intention clear.' 

Justice Christine Ad~mson 
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Cro\vn probe powers stymied 
The inquisitors of NSW's Crown 
Resorts casino inquiry have been 
left scr.imbling on the eve of the 
investigation's first hearing afier 
a Supreme Court judgment 
found it <lid not have the powers 
of a royal commission. 

Thejudgment, handed down 
by NSW Supreme Court judge 
Christine Adamson on Tuesday, 
is a major setback for what was 

seen as a no-holds-barred in­
quiry into Crown's casino opera­
tions, including alleged "criminal 
infiltration" by money launder­
ers. The blow for the NSW gov­
ernment follows a legal chal­
lenge by Macau gaming tycoon 
Lawrence Ho's Meleo Resorts 

FUU.REPORTP6 
COMMENT P6 

James Packer and gaming 
tycoon Lawrence Ho 

CRW.502.003.2462 

PAGE 1 or 2 



~isentia (JI I I I I I ...,\i. The Australia n, Australia 

.• 

17 Feb 2020, by Christine Lacy 

General News, page 6 - 248.00 cm' 
:J National - circulation 94,448 (MTWTF) 

r 

10 1235168735 BRIEF CRWNILGA INDCX 1 1 

CRW.502.003.2463 

PAGE 1or1 

New chief takes on Crown probe 
EXCLUSIVE 

CllHhll" I.\(\ 

A stalled federal investigation into 
the relationship between James 
Packer's Crown Resorts and Peter 
Outton's Depa1tment of 1 lome 
Affai rs is back on the boil alter the 
Morril;on government quietly 
appointed a new head of its integ­
rity commis~ion. 

The newchiefofthe Australian 
Commission for l.1w Enforce­
ment Integrity, Ja.1la Hinchcliffe. 
was last week briefed by members 
of her executive on the Crown 
investigation, which had first 

been announced last October. 
The mvcstigation, known mtcm­
ally as Operation Angove, con­
cerns allegations of co1T11ption 
between the $8bn listed casino 
company's VIP high-roller pro­
gram and Home Affairs. 

The renewed regulatory focus 
on the Packer-controlled casino 
group comes as it prepares to 
reveal its results for the first half 
on Wednesday. 

Crown will face public hearings 
next week in a separate inquiry in 
NSW into whether it is fit to hold 
the licence to run the casino it is 
building ot Barangaroo in Sydney. 

The NSW Independent Lk1uor 
& Gmning Authority inquiry, run 

by former judge Patrida Bergin, 
will i11vestigate issue.s including 
whether Mr Packer's dt!(;ision to 
sell a largest.ake in Cruwnto Hong 
Kong bill ionaire uwrcncc Ho's 
Mek1> empire breached the Bar­
angaroolicence. 

\lfr Ho's father, Stanley, is 
banned from involvement in Bar­
angaroo over allegations he has 
links to triad organised crime. 
Stanley Ho has always denied the 
allegations 

Witnesses to the NSW inquiry 
arc expected to include Mr Pack­
er, former Crown executive chair· 
man John Alexander and Crown 
directors Mike Johnston and Guy 
Jalland, who helped to broker the 

Meleo deal. The Hong Kong com­
pany earlier this month said it 
would drop plans to buy 20 per 
cent of Crown from Mr Packer for 
$1.76bn in favou r or.iust the 10 per 
cent stake already transferred. 

Meleo blamed the coronavirus 
epidemic fort he decision. 

Last October, former Austra­
lian Commission for Law Enfor<.-e­
ment Integrity boss Michael 
Griffin announced public corrup­
tion hearings as part ofits investi­
gation would be held in 
Melbourne over four days from 
October 29. but a week later the 
commission announced the hear­
ing> had been delayed. 

The commission has been 

silent since, until Attomey­
General Christian Porter revealed 
on February 7 that Ms Hinchcliffe 
would replace Mr Griffin. Ms 
Hinchcliffe, who has the job for 
five years, was the former deputy 
commonwealth ombudsman. 

The commission is responsible 
for detecting, investigating and 
preventing criminality and cor­
ruption in federal law enforce­
ment agencies. 

The Australian has learned 
that since her appointment, Ms 
Hinchcliffe has been comprehen­
sively briefed on the Crown mat­
ter by her senio1· staff towards 
reigniting what has been the 
stalled high-profile investigation. 

The Morrison government 
referred allegations that Crown 
Resorts had partnered with tour 
companies backed by organised 
crime syndicates implicated in 
drug running, money laundering 
and human trafficking in order 
to attract high·roller Chinese 
gamblers. 

Executives from Crown and 
Home Affair.; officials are expect­
ed at the hearings. 

The inquiry into their working 
relationship will be led by NSW 
barrister David McClure SC, who 
has previously worked on some of 
the Australian Federal Police's 
and Australian Taxation Office's 
high-profile cases. 
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Crown revenue tumbles 34pc 
I \It rn 1.Y\I{ ~I 

Crown Resorts is pressing ahead 
with targeting cashed-up Chinese 
gamblers at its $2.2bn Sydney ea· 
sino currently under construction 
at Bar-•ngaroo despite high-roll­
ers tightening their belts ahead of 
an inQuiry into the .la mes Packer­
backcd group and concerns over 
the deadly coronavirus epidemic 
in the region. 

Crown's high-roller revenue 
tumbled34.2 percentto$13.1bn in 
the six months to December 30 as 
the company battled a series of 
negative headlines around the 
NSW Independent Liquor and 
Gaming Authority's inquiry, 
which resumes next week and will 
examine whether the gambling 
giant can keep its Sydney licence. 

The high-roller exodus has 
continued into the second half of 
the financial year after the federal 
government banned travel from 
China to limit the spread of the 
coronavirus, slowing the tlow of 

Crown's cashed-up north Asian 
customers. 

Crown chief executive Ken 
Barton said il was difficult to say 
when the high-roller market. 
which accounts for about 13 per 
cent of the company's revenue, 
would rebound. 

But he said it wouldn't affect 
how the company configured its 
Crown Sydney resort, which has 
been designed to cater for the 
local and international VIP mar-

ket and L~set to open in 12 months, 
in time for Chinese New Year. 

"1 don't think we would make a 
long-term decision about the con­
figuration of the property based 
on a six-month time frame," Mr 
Barton said. "It's hazardous to 
look al what we've seen in the last 
six months ... and say does that 
signal a mental shift in VIP. 

"It (the market) has shown an 
ability to adapt It's shown an abil­
ity to grow when regulatory set­
tings arc left in neutral, and 
Au~tralia historically has been 
able lo get a reasonable market 
shareoftheoverall VIP market." 

Fears over the virus. which has 
killed more than 1700 people and 
infected tens of thousands more. 
have also spilled over to Crown's 
main gaming tloor. which delivcr­
etl fl at revenue at $872.9m in the 
six months to December. 

Overall, no1malisetl nel profit, 
which removes variance in win 

Continued on Page 12 

Crown Resorts' 
interim net profit 
Sm 
.150 

1-00 

=1 100 

so 
0 

201.) 20!6 2017 ZOU! 2019 ~ 
HI HI Ill Ill H I HI 

s..>1.1rtt Tilit company 

CRW.502.003.2464 

PAGE 1of3 



~isentia 

LocerisOO <>y Co;iyni;n AIJenGY 
Y '-' may nn y totJV Of 
com1nur JCa e 1s wo k w9lt\ a 
hCC•UL 

• .... \ 1' ... · t· I ::i.._ 
,,_ ... :-:!: .• . . : . .I The Australian, Australia 

o 20 Feb 2020, by Jared Lynch 

Business News. page 17 - 463.00 cm• 
National - circulation 94,448 (MTWTF) 

10 1236614243 BRIEF CRWNILGA l'IOEX 1.1 

CRW.502.003.2465 

PAGE 2of 3 

Crown revenue tumbles after high-roller exodus 
Continued from Page 17 

rate.~. sank LI percentto$172.7m. 
Still, investors looked through 

the short-term hit to earnings 
with Crown shares ending down 
4cat$11.76. 

Mr Barton said people were 
avoiding crowdt!d areas, fearing 
they would catch the virus, 
promrting him to Install hand 
sanititers around gaming ftoors as 
well a.s sc-.iling back shifts for em· 
ployces. 

"There is no proficuous time 
for something like that. Rut ob­
viously from our perspective (the 
coronavirus) coming in when it 
did nght at the pointy end of Chi­
nese New Y car ... has been unfor­
tunate from a business 
pers[lCCtive." 

He said before the corona virus 
outbreak, the VlP market in 
Macau had shown some signs of 
recovery, with turnover rising 11 
per cent in January. But for the 
past 16 days, Macau's entire ca­
sinooperations have shut down to 
limit the spread of the coronavi­
rus, costing billions of dollars in 
lo~t income. 

The virus triggered M elco -
backt'llby Macau billionaire Law­
rence Ho - to walk away from 
3C(JUiring a further 10 per cent 
slice in Crown on top of his 9.9 per 

cent slake. Mr Ho cited a desire to 
focus on Melco's core markets 
rather than proceed with the deal, 
which involved Meleo acquiring 
$880m of Crown shares from Mr 
Packer. The NSW inquiry was 
also set to examine the buyout for 
probity issues. 

Mr Barton declined to com­
ment on whether Crown has had 
any discussions with Meleo about 
its intentions for its remaining 9.9 
pi!r Cl!llt stake, which it bought 
from Mr Packer for $880m last 
May. 

Mr Barton did $3Y that Crown 
rcmamed reliant on junkets to 
tlrive high-roller revenue, despite 
allegatioru of money laundering, 
which the NSW inquiry will 
examine at its first hearing, sched-

uled for Monday. 
He said the company had 

stepped up it~ due diligence on 
junket operators and continued 
to improve its business. 

"As a reflection of what's hap­
pening more broadly in the VIP 
market around the region, jun· 
kets have become a more signifi-

cant part of the busine.~~. They 
have become a big rart of the 
Macau business and in our own 
operation we ... were predomi­
nantly a premium direct business 
now we are predominantly a pre­
miwn junket business because 
they have done a very effedivejob 
in becoming an intermediary be­
tween the casinos and play~." 

Crown chair I lelen Coonan, a 
former federal communic-.itions 
minister, welcomed the oppor­
tunity to participate in the NSW 
inquiry. 

· Another important point is 
some of the allegatiom the in­
quiry's looking at are really pretty 
old."MsCoonansaid. 

"We have been al pains to 
point out and to do a lot of due 
diligence around continuous self 
improvement because we are all 
about looking at 'that was then 
whatever that was' and ... we are 
focused on the future with signifi­
cantly improved scrutiny and due 
diligence around all our business 
operations. 

"Sometimes I think these in­
quiries can be beneficial because 
in effect you can come out the end 
of it and be the better for it. 

"We certainly are very encour­
aged by the notion that the whole 
regulatory setting can be exam· 
ined in this inquiry." 

Ratings agency Moody's said a 
strong balance sheet and good 
cash generation should underpin 
Crown's resilience through "a pe­
riod of significant volatility and 
development activity". 

·we anticipate weaker earn· 
ings for the year ending June 30, 
2020, due to lower inbound Chi­
nese tourism and weak global Vl P 
activity from the new coronaviru~ 
outbreak. Webelievethis isaone-

off event and ~hould subside with 
VIP growth recovering," Moody's 
said. 

"We view Crown's Australian 
casinos as largely long-term in­
vestments that are well posi­
tinned to capitalise on the likely 
favourable economic and demo­
graphic trends within the Asia­
Pacilic region. 

"In addition, the l'On1[llelion of 
Crown Sydney over the next two 
years is likely to benefit the 
group's scale and operational di­
ver;ity in Aw.tralia." 

Crown will pay an interim divi -
dend of30c a share on April 3. 

'Some of the 
allegations are 
really pretty old' 

llt:U :'I t,,OONi\N 
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Crown braces for bigger virus hit as VIPs desert business 
James Thomson 

casino giant Crown Resorts is bracing 
for a hit to its full-year earnings from the 
coronavirus. as the outbreak com­
pounds a big drop in it~ VlP business 
caused in part by the barrage of negative 
media reports surrounding the group. 

Turnover from Crown's VIP program 
play plunged 34.2 percent in the Decem­
ber half, and almost 40 per cent in 
Crown's biggest casino in Melbourne. 

New chief executive Ken Balton said 
a 23 per cent fall in VIP turnover in 
Macau underscored the struggles 
C'osino operators throughout the region 
were having aro·acting wealthy punters. 

But he conceded Crown also had 
been hurt by a series of media reports 
alleging links between organised crime 
and the so-t(l)lcd junket operators that 
bring VIP punters from Asia to Crown's 
properties in Melbourne and Perth. 

The coronavirus outbreak has com­
pounded the pain for Crown, particu­
larly given it arrived at the start or the 
Lunar New Year period. 

While declining to provide specific 
guidan~-e. Mr Barton said Crown's VIP 
business had been hit by the suspension 
of flights from China to Australia. There 
had also been a decline in activity 
among local gamblers concerned about 
the potential spread of the disease. 

Crown has reduced the opening 
hours ofits table games in order to tnm 
wage costs, and wound back food and 
beverage staff. But Mr Barton said 
there were limits on how Crown could 
dull the impact of thecoronavirus hit. 

"You can't replace Jost revenue," he 
said blu ntly. 

The flow of news around the virus 
would likely determine when custom­
ers returned to Crown's casinos. 'We 
will do what we can, but I th ink the 

reality is that what people are reading 
about the risk of contamination, people 
will be cautious of coming back to 
crowded places." 

Crown's normalised net profit fell 11 

per cent to $172.7 million in the sLx 
months ended December 31, below 
market consensus of$196 million. Nor­
malised numbers remove the impatt 
of luck on the results; a partlcularly 
lucky streak during the period actually 
saw statutory profit rise 251 per cent to 
S219.3 million. 

Wh ile Crown Melbourne's total 
earnings before interest, tax, depreci­
ation and amortisation fell 14.7 per cent 
to $268. 7 million on a nom1alised basis, 
there was an improved performance 
from Crown Perth, where a strong per­
formance from gaming machines, and 
the popularity of stage show The Book 
of Monnori, helped boost EBITDA by 
3.4 percent to $121.7 million. 

Mr Barton said Crown was on track 
with construction of its new casino at 
Sydney's Barangaroo prednc1. A soft 
opening is Likely in December 2020, 
before a fom1al launch in early 2021, 
timed for Lunar New Year. 

He said despite the recent wealmes5 in 
the VIP murkct, Crown had no concerns 
about the outlook for the property, 
which will only cater to VIP punters. 

The release of the December-half 
numbers comes after a dramatic few 
weeks for Crown. 

After replacing executive chairman 
John Nexander with Mr Barton and 
Helen Coonan as chairman in late Jan­
uary, Crown was rocked on February 6 
by news that Hong Kong casino oper­
ator Meleo Resorts was aba11doning its 
plan to double its stake in Crown to 
19.99 per cent through a share deal 
with major shareholder James Packer. 

On Monday, Crown and Meleo will 
be back in the spotlight as the first 
round of public hearings in an inquiry 
being held by the NSW Independent 
Liquor and Gaming Authority kicks off. 

The probe is examining whether it is 
appropriate that Meleo becomes a close 
associate of Crown. It wUI also look into 
the alleged links between organised 
crime and the junket operators. 

Mr Barton said he was e ncouraged 

d1at the lLGA probe would examine 
the regulatory settings in the casino 
sector. 

Half year 
Rl!llt?nue($m) 
Pretax($m) 
Net profit ($m) 
Interim div. 

Payable' 

2010 

1523.3 
306.3 
213.2 

304 

Apr113 

2019 

1462.7 
242.8 
167 .2 

304 
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Star ready for fight against Packer's Crown 
I \RED l.\ v ·11 

Star Entertainment is bracing it­
self for strong competition from 
its soon-to-be neighbour in Syd­
ney, Crown Resorts, and is confi­
dent there will be one loser in 
what chief executive Matt Bekier 
says will be a QantasNirgin-style 
war. 

Crown is on track to open its 
$22bn casino currently under 
construction at Barangaroo, say­
ing it will target the high-end local 
table and international high-roll­
er market. 

But Mr Bekier said while the 
international VIP market would 
find Sydney a more attractive 
gaming destination, at the ex­
pense of Crown's 26-year-old ca­
sino in Melbourne, the domestic 
market would heat up signifi­
cantly - and he's prepared for 
the fight. 

"Crown's table limit is $30, so 
we barely have tables open like 
that on a Saturday night. 

"So they will definitely go after 
all of the table game customers in 
Sydney," Mr Bekiertold The Aus­
trali an. 

"For the international VIP 
business it is true Sydney will be­
come a more attractive desti­
nation with two casinos, but for 
the domestic business it's absol­
utely not true because Australia is 
the highest per capita spend on 
gaming already. 

"In a way it's no different to 
Qantas and Virgin." 

Mr Bekier was speaking as Star 
delivered an 8.5 per cent increase 
in underlying net profit to $206m 
in the six months to December 31. 
Mr Bekiersaidan "unusually low" 
win rate of 0.73 per cent hi t the 
company's statutory net profit, 
which crumbled 48.5 per cent to 
$77m. 

He said tt·ading conditions re­
mainecl challenging so far in the 
second half of the year, citi ng cau­
tious consumer sentiment from 
the bushfires and the deadly coro-

navirus. 
But Star was able to achieve a 2 

per cent inlTease in VJP turnover, 
something Crown had failed to 
achieve, with its high-roller rev-

enue plunging 34.2 per cent to 
$13.lbn, which the James Packer­
backed group attributed to nega­
t ive headlines around the NSW 
Independent Liquor and Gaming 
Authority's inquiry, which re­
sumes next week. 

Mr Bekier while the inquiry 
had not directly hit Star, the nega· 
tive publicity had infected its 
international high-roll er busi­
ness. 

"Forty to 50 per cent of the 
VIPs that come to Australia play 
in Melbourne as well as Sydney. 

"So if they are not going to 
Melbourne, they are not coming 
up to Sydney as well, so that has 
been a little bit harder for us.'' 

Mr Bekiersaid the slight rise in 
VIP turnover was a cred ible result 
in challenging conditions but Star 
had been moving away from 
chasing whales in recent years to 
combat volatility in the high-roll­
er market 

He said Star's Future was tar­
geting the premium mass market, 
which he said looked more like a 
high-end tourism Cll\iomer. 

"So that paradigm shift is there 
away from chasing whales to hav­
ing a much more sustainable 
tourism-type business." 

Star's shares closed 4.6 per 
cent higher at $4.33 on Thursday. 

JPMorgan analyst Donald 
Carducci said the company had 
done well managing what was in 
its control. He said the main un­
certainty was the impaLt of the 
corona virus. 

"I don't think it will recover as 
elastically as most think. This 
could really impact both the Bar­
angaroo business case and earn­
ings for the foreseeable future, 
which is why we're neutral on 
both casinos." 

Star will pay an interim divi­
dend of IQ.Sc a share on April I, 
unchanged from last year. 

4.80 
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Star Entertainment chief' executive Malt Bekier says international VIPs will find Sydney a more attractive destination with two big casino.• 
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Crown 
partner 
high on 
watch list 
Nick McKenzie 

In 2017, Cheng'l'ing Kong was 
riding high. He co-owned a 
mullimillion-dollar business 
bringing high-roller gamblers 
from China into casinos around the 
country and he was busy building a 
$75 million dollar stake in 
Australia's horse racing industry. 

But behind the 11cenes, 
Australia's national criminal 
intelligence agency was watching 
clo~ely. So seriously were they 
taking the Hong Kong-based 
Cheng that, according to multiple 
sources who spoke to The Age, The 
Sydney Morning Herald and 60 
Minutes, his name was on the list 
that includes "elite actors'', the 
"tran11national, serious and 
organised crime targets that pose 
the greatest threat to Australia's 
interests". 

The Australian Priority 
Organisation Target List, or 
APOT, includes, according to 
comments by the Australian 
Criminal Cntelligence Agency chief 
Mike Phelan in 2018, the "top tier 
or groups involved in serious and 
organised criminal activity 
causing barm to the Australian 
community". It includes alleged 
money launderers and drug 
traffickers. 

Mr Cheng has never been 
charged with or convicted of an 
offence, but he continues to be a 

Continued Page 12 
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Crown partner high on watch list 
From Page l 

target of money laundering 
investigations by Australian 
police. 

So bow was Cheng able to 
quietly build a business empire 
across Australia's most regulated 
industries- casinos and horse 
racing - despite the suspicions 
held by authorities·? And what due 
diligence were Crown, The Star 
and Australia's casino regulators 
doing over his years operating in 
Australia? 

SUN CITY 
Despite his 2017 APOT listing, 
Crown Resorts worked so closely 
with Mr Chcng's Suncity junket that 
it became the casino's main 
recruitment partner for Chinese 
high rollers. Until late fast year, 
Sun city ran an e:xclusive gaming 
suite within Crown's Melbourne 
casino. Suncity has also managed a 

VIP club at Sydney's The Star, 
which, like Crown, paid Sun city 
millions to recruit high roUers. 

Records sighted by The Age, The 
Sydney Momirrg Herald and 60 
Minutes reveal Suncity-linked 
accounts in Macau have transferred 
at least half a billion dollars in and 
out of Australia, much of it passing 
through Crown's Melbourne and 
Perth casinos. 

Horse racing and fiuancial 
records suggest Mr Cheng also 
spent up to $75 million in Australia: 

h'~-bought the Eliza P111·k stud's 
operations in Victoria and 
Queensland in 2013 for $17.8 million, 
and dozens ofracehorses across the 
nation. At the time he bought the 
stud, Cheng told a horse racing 
magazine Lhal lhe "iuvestment in 
Australia will be significant both in 
terms of stallions and other 
bloodstock". The launch of Mr 
Cheng's stud business was hcld in 
Crown casino in 2013 and was 
attended by 300 of Australia's top 
breeders, horse owners and trainers 

who celebrated with champagne. 
Last year, ~fr Cheug was also 

involved in the purchase of the 
upmarket SUll Kitchen restaurant 
on Albert Park lake, one or 
Melbourne's most exclusive 
locations. The restaurant serves 
W agyu with black truffle, lob.5ter, 
and an abalone claypot that costs 
$398. 

A SENSITIVE TIME 
Despite his growing portfolio of 
Australian business interests, Mr 
Cbeng's story has remained 
hidden from public view until now. 

But industry sources said he had 
already emerged as a key figure in 
the ongoing state and federal 
inquiric11 into bow Australia's 
casino industry, and Crown in 
particular, partnered with 
suspected regional organised 
crime entities. 

The anti-money-laundering 
body Austnic, the Australian 

Federal Police and the AClC have 
all probed Mr Cheng's financial 
activities- ongoing assessments 
which led to his elevation t.o the 
APOTlistafterNovember2016. 

Mr Cheng is one onwo 
businessmen who run the Suncity 
business empire out of Hong Kong 
and Macau. The second is the 
dashing and high-profile Alvin 
Chau, who The Age reported bas 
been banned from entering 
Australia due to his organised 
crime links. Mr Chau and Mr 
Cheng exercise cont!'ol over 
various private and listed Sun city 
businesses via companies in the 
offshore tax haven, the British 
Virgin Islands. 

lu 2018, Asia's leading gaming 
regulators, the Hong Kong Jockey 
Club, circulated a report to other 
sports belting aud gaming 
regulators describing Suncity as 
having deep organised crime links 
and stating the club would ban 
Suncitv fi2Ures. lt said Mr Chenl! 

was "suspected to have a Triad 
background and maintain links to 
organised crime ... and may be of 
interest to Australian law 
enforcement authorities in 
relation to suspected large scale 
money laundering nctivitic11". 

The former intelligence director 
of anti-money laundering agency 
Austrac, Todd Harland, said 
Crown's decision to partner with 
Suncity suggesled the "Hong Kong 
Jockey Club is more risk averse 

than Crown casino (or) maybe 
they've just made a better 
decision". 

The revelations are acutely 
sensitive for Crown as it builds the 
Barangaroo high-roller casino in 
Sydney, with various inquiries now 
probing its links to businesses with 
suspected organised crime ties. 
The liuks were first exposed by The 
Age, the Herald and 60 Minutes in 
July2019. 

IfSuncity's dealings with Crown 
in Melbourne were replicated at 
Barangaroo, then Mr Cheng's 
linked business would be paid 
significant commissions by Crown 
to bring high roller,; to Sydney. 

Despite the risk it was 
facilitating au organised crime 
enterprise, no one from Crown 
sought to cut ties with Sun city, 
which continues to work as a high­
roller agent. However, Sun city has 
drastically scaled back its 
Australian operations, pulling 
staff out of Crown, nil.er facing 
intense media and law 
enforcement scrutiny. 

Suncity's media representative 
said the firm had struck a deal with 
Crown in 2014 to direclits high-

rollergaming clients from China to 
Crown's VIP gambling rooms. 

AL around the same time, 
Suncity set up an Australian 
company directed by Sydney 
accountant Stanley Brogan. In 
2018, Mr Brogan was also 
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appoint.ed as the director of Sun 
Kitchen, the company running 
Suncity's new restaurant. It is not 
suggested that Brogan was 
personally involved in any 
wrongdoing or criminal activity, 
only that he is involved with 
Suncity. 

It is not Mr Brogan's fi rst 
dealing with a controversial Asian 
business venture. In 2015, the 
former PWC account.ante merged 
as the director of the company 
whose purchase of the $40 million 
Villa Del Mare mansion in Point 
Piper, Sydney, was blocked by lhen 
treasurer Joe Hockey. 

In a statement, Cr·own said it 
took the allegations seriously and 
had referred them to relevant 
agencies. 

JUNKETS AND 
ORGANISED CRIME 

Suncity, while acknowledging other 
agencies also had jurisdiction. 
Austrac said last year it "conducts 
rigorous compliance assessments of 
casinos" but declined to comment 
on specific cases. 

Overseas corporate records 
analysed by Tire Age, the Herald and 
60 Minutes also raise sc1ious doubts 
about a claim by the Crown Resorts 
board in 2019, that "the parent of the 
Suncity junket is a large company 
listed on the Hong Kong Stock 
Exchange, which operates globally". 

The Suncity junket is a private 
operation run out of Macau and 
controlled by Mr Chau via the Sun 
City Gaming Promotion Company 
Limited. It is not, as stated by the 
Crown board, connected to the 
Suncity companies on the Hong 
Kong Stock Exchange. 

Watch Nick McKenzie's story on Nine·s 
60 Minutes at 8.JOpm tomorrow. 

Crown said it took 
the allegations 

seriously. 

CRW.502.003.2472 
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It's notoriously well known that high 
roller agents- known asjunkets­
have historic ties to organised 
crime. A Google search by Crown 
would have uncovered multiple 
media reports detailing Suncity's 
links to organised crime and the 
Triads. The Hong Kong Jockey Club 
report said Mr Cheng posed 

"tangible criminal 1111 well as 
reputational risks to the Club and 
indeed racing integrity in Hong 
Kong". 

'Hong Kong Jockey Club is more risk averse 
than Crown casino (or) maybe they've just 

made a better decision.' 
"If Crown had said that they 

didn't know that a junket organiser 
(such as Suncity) was involved in 
organised crime, I think they're 
pulling your leg," former Northern 
Terril.ory gaming regulator Alan 
Pedley said. 

Crov.'Tl'sown anti-money 
laundering staff have repeatedly 
raised red Hags about Suncity, 
sending multiple reports to anti­
money laundering agency Austrac 
about suspicious money 
movements. Crown is likely to rely 
on these reports in defence ofits 
partnership with Suncity. 

Serving and former officials who 
worked for or with Austrac have 
queried why the money laundering 
agency had failed to do more to 
investigate Crown's denlings with 
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ZO'l9 
rmrm 
Former Crown China 
employee .letlny 
Jl•nt1 revealed what 
Crown had long denied 
- that it was illegally 
selling gambling 
trips to mainland Chinese customers, 
endangering local staff by offering luxury 
gifts. free gambling cash known as "lucky 
money" and free use of private jets. 
Financial adviser Roy M-, a licensed 
Crown junket representative, in 2013 
used Crown to transfer $969.000 in drug 
money to Hong Kong. He was just one 
of those who helped international crfme 
syndicate The Company exploit Crown to 
launder funds. 
Crown Resorts paid brothel owner and 
alleged human trafficker Simon Pan to 
lure high rollers to its Australian casinos. 
Asian sex workers had been flown into 
Australia on private jets organised by 
Crown "junket" operators. 

mrm 
Crown junket 
partner and Toorak 
resident Tom "Mr 
Chinatown" Zhou 
was an International 
criminal fugitive. the 
subject of an Interpol 
red notice for financial crime. 
Ming Chai, the cousin of Chinese 
president XI Jinping, was a Crown VVIP, 
implicated in crime and an associate of 
Zhou. 
A number of serving police and border 
force officials including Andrew Ure and 
Greg Leather were moonlighting doing 
security work for Crown junket operators. 

mm 
Huang XJangmo. the political donor 
ASIO expelled from Australia over his 
foreign influence activities. was an 
$800·mlllion·a·year Crown high roller 
and such a big punter that Crown used 
him as a case study of the benefits of 
uber·wealthy Chinese gamblers moving 

to live In Australia. 
Australia's peak crlmlnal intelligence 
agency, the Au1trallanCrlmlnal 
Intelligence Commlnlon, announced 
a sweeping Investigation into organised 
crime In Australian 
casinos. 

(;illdltjll 
Alvin Chau. the chief executive and 
co-owner of Crown Resorts' major junket 
partner Sunclty, had been blocked by 
Home Affairs from entering Australia over 
alleged llnks to organised crime. 
Victorian gaming minister M•rlene 
Kalrouz announced an investigation 
into the "serious allegations that must be 
investigated" relating to Crown. 

f .\lldlfiii 
Crown's high-roller agent partner, Song 
Zezhal, had been named in a Chinese 
court as running a large illegal gambling 
syndicate In eastern China that engaged 
in extortion. 

,.\i[difili 
Drug traffickers used two private 
companies. Southbank lnve1tments 
Ply Ltd and Riverbank Investments 
Pty Ltd, both set up by Crown Resorts 
with Crown executives as directors, 
to bank suspected proceeds of crime 
Including drug trafficking and money 
laundering. 

'·'''d1ti 1:1 
NSW Independent Liquor and Gaming 
Authority announces a public inquiry 
with royal commission powers into the 
casino giant and "its close associates·. 

i·"'d'tillj 
Jo1eph Wontt. a businessman 
blacklisted by the UN and Australia 
because he funded a war criminal. was a 
Crown Resorts high roller who gambled 
millions In Its VIP rooms even though he 
was subject to international sanctions. 

CRW.502.003.2473 
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''·U"'·';i'E' 
An inquiry by the NSW 
Independent Liquor 
and Gaming Authortty 
began with an outline 
of multiple probity and 
legal issues. James 
Packer was slated to give evidence. 

''·U'it·•·tlZ' 
Crown Resorts' most senior board 
member John Alexander stepped 
down as executive chairman as part of a 
sweeping governance overhaul. 

ljj:j;ilf.i;Jjj 
Hong Kong gambling giant Meleo 
Resorts, run by L-renceHo. bailed on 
its plan to build up a large stake in James 
Packer's casino group Crown Resorts. 

ijj:i;Jif.i;W 
Tom Zhou had been arrested in January 
and extradited to China for suspected 
money laundering and corruption. 

•i+h'''·'4i'·' 
Freedom·of·lnfomatlon documents 
revealed Crown casino's "special 
arrangement" with the Australian 
government gave Chinese high rollers 
access to fast-tracked visas and allowed 
Crown itself to vouch for people's 
character. 

'4ll;ilf.j;£ifi 
Tom Zhou In 2017 had been Involved in 
a plan to buy the Vanuatu casino resort 
using a company that Involved Zhou's 
child as a director, along with the former 
chief lawyer (or Sydney's The Star casino, 
Midi• .. Anderson. There is no evidence 
that Mr Anderson has been involved in or 
knew about any wrongdoing. 

.. 
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•i!:hlif·i;iipi 
Crown announced a 34 per cent dive in VIP turnover in the six 
months to December 31, which drove a sharper than expected 
fall In underlying prof its. It blamed "weak high·roller market 
conditions and negative publicity". 

lji:l;iif·hif}j 
Chene Tln1 Kong, co-owner 
of Crown and The Star"s 
junket partner Suncity. was 
on the Australian Priority 
Organisation Target list in 
around 2017. putting him 
among a select group of 
suspected regional crime 
bosses that the Australian 
Criminal Intelligence 
Commission has assessed 
"represent the top t ier of 
groups Involved In serious 
and organised criminal 
activity". 



~is€ntia 

1 01; 1st•'1 t;'/ Co1nt ·;r•I 1\qd't< ·t 
i;') J fl''111 0 oly· i.VfJ'j 0 
t-4) /l I 111 · C.lf"' ·.1, '/(f);\( '.'; l 'I' } 

'"~;,:···-'-' 

The Saturday Age, Melbourne 
22 Feb 2020, by Nick Mckenzie 

General News, page 1 - 1,676.00 cm• 
Capital City Daily - circulation 241 ,029 (-----S-) 

8R1Ef CRWNILGA INDCX 1.3 

Photo: Jason South 

HUANG XIANG MO 
I 

CRW.502.003.2475 

PAGE 6 of 7 



~isentia 

D 

The Saturday Age, Melbourne 
22 Feb 2020, by Nick Mckenzie 

General News, page 1 - 1 ,676.00 cm• 

Capital City D<iily - circulation 241,029 (-----S-) 

kl.!llbJ ID 1237686804 BR1~:1 CRWNILGA INO;:x 1.3 

CRW.502.003.2476 

PAGE 7 of 7 



~isentia 
11•¥1\ ~' 1 • .r. .......... .... Ll 

Crown's Meleo deal 
draws ASIC scrutiny 
Exclusive I Crown Resons is facing 
scrutiny from the oorporaie regulator 
over che $1.8 bilUon deal by Lawrence 
Ho's Meleo lnt~rnational group last 
May to buy a 20 per cent slake from 
James Packer's Consolidaled Press 
Holdings. The Australian Securities 
and Investments Commission has 
made preliminary moves to seek docu­
ments. as Crown faces the firsl week of 
witness hearings In che NSW govern· 
ment inquiry headed by Patricia 
Bergin, SC. beginning today. 
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ASIC zooms in on Crown deal 
Exclusive 
Neil Chenoweth 

Crown Resons 1s facing scrutiny from 
the oorporate regulator over the 
$1.8 billion deal by Lawrence Ho's 
Meleo International group last May to 
buy a 20 per cent stake from James 
Packer's Consolidated Press Holdings. 

The Australian Securities and Invest· 
ments Commission has made prelim· 
inary moves to seek documents. as 
Crown face.~ rhe first week of wimcss 
hearings in the NSW government 
inquiry headed by Patricia Bergin, SC, 
beginning today. 

The ASIC move to take what is 
bcliL'ved to be a watching brief on the 
inquiry is part or vigorous action behind 
the scenes as Crown and Meleo prepare 
for the first or three government invest­
igations chat w111 scrutinise the Meleo 
deal and medin reports thnt Crown 
junkets were linked to crime figures. 

On Febn1ary 6. Meleo announced 
that it had cancelled the 5880 million 
second tranche or the de-.11 with Mr 
Pacl<er's Cons Press. nine months 
before the stalled sale contrnct would 
have lapsed. 

Last Friday. on an earnings call, 
Meleo president Evan Winkler raised 
chc proopec.1 that the Macau based 
ta~ino operator could sell its remaining 
9.99 per cent of Crown to raise liquidity. 

The NSW government meanwhile 
will appeal against a ruling that Meleo 
won in the Supreme Court on February 
II barring the Bergin inquiry from 
demanding documents covered by 
legal privilege. 

Lawrence Ho controls 55 per cent of 
Meleo International chro1.1gh a series of 
companies in che British Virgin Islands 
and elsewhere, which are OJ>l'rdted by 
local legal firms. 

MrHow111 be able to claim legal priv­
ilege on the wmpany documents, lim­
iUng the inquiry's attempts to identify 
associations w1th Mr Ho's father, Stan· 
Icy Ho. 

Crown will also be able to claim legal 
privilege over advice that the board 
received about the Meleo investment 

ASIC requested documents relating 
to the Meleo deal after counsel assist· 
Ing the Bergin inquiry, Adam Bell. SC. 
said in his opening submission on Jan­
uary 21 that Crown may have breached 
the conditions ofits Barangaroo licence 
agreement with the transaction. 

Among the documents sought by 
ASIC was a copy of the unredacted 2014 
VIP Gaming Management Agreement. 
In which Crown agreed to prevent 
Stanley Ho or a Stanley Ho ~ate 
from taking a direct or indirect share­
holding in Crown. 

ASlC and Crown declined to c,-om· 
ment. 

The agreement was released In 2014 
but at Crown's insistence. the govern· 
ment redacted the list of 59 companies 
and individua.ls who were defined as 
Stanley Ho as~iates in the agreement. 

These included a Brithh Virgin 
Islands company. Great ReSpe<.1. which 
now holds a 20.4 per cent stake in 
Meleo Internariona.l. 

The Meleo-Cons Press sale raised 
potential governance issues for Crown 
dire<:tors. wirh Michael Johnson, a dir· 

ector of both Crown and Cons Press. 
signing the sale contract With Meleo on 
May 30 lase year. 

A second Cons Press director, Guy 
Jalland, who is also on the Crown 
board, has been reported as one of the 
brokers of' the share sale. 

Crown is required to notify the NSW 
Independent Liquor and Gaming 
Authority as soon as it is awdre of a 
change in shareholding involving a 
Stanley Ho associate. 

The responslblUties of d I rectors of 
two companies facing conllicting 
interestsisagrcyareaofcorporategoor 
~~~~ce. Many directors have a stand· 

Ing notification of a conflicl or interest 
In relation ID commercial issues. 

Mr Bell sald on January 21 that 
Crown had told the inquiry that it was 
not aware of lhe proposed deal "until 
after it had been executed, and in any 
event it was not within rhc power of 
Crown Reson:s to prevent the execu· 
lion ofthat agreement". 

Whro the deal was announced. it 
was not publicly known that Meleo 
lntemational's largest shareholder, 
Great Respect was listed in the secret 
appendix ro the Barangaroo llrence 
agreement as a Stanley Ho associate 
and thus could not hold shares indir· 
eclly in Crown. Crown did not infonn 
shareholders of this. and the company 

opposed a request by NSW state inde­
pendent Justin Field for the appendix 
to be released. claiming that the 
Information was commercially sensit· 
ive and commercial in confidence. 

Crown ha, told the inquiry that alter 
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it sold out ofa joint venture with Meleo 
in Macau, it reached "in-principle 
agreement" with officials in Liquor and 
Gaming NSW to drop the restriction in 
the Barangaroo casino licence on Stan· 
Icy Ho associates. 

Mr Field eventually tabled the list of 
Stanley Ho associates in the NSW Par­
liament on August 8, and the TLGA 
announced an inquiry hours later. 
More than $1.1 billion was wiped off 
from Crown's market value by the deci-

sion and by earlier reports by The Age. 
The Sydney Morning Herald and 
60 Minutes of money-laundering by 
junket operators. 

Witnesses in the first week will 
provide an industry-wide view of gam­
ing law and money laundering issues. 
and gaming consultant Paul Bromberg 
will be the first witness today, testifying 
by video-link from Bangkok. 

Mr Bromberg is investigations man· 
ager for Spectrum Gaming Group. 

Professor Anthony Cabot, a fomier 
gaming attorney who is now a law pro­
fessor at the University of Nevada, is due 
to appear tomo1T0w, also by video-link, 
as well as Professor I. Nelson Rose, of 
Whittier Law School in (alifomia 

BRIEF CRWNILGA INDEX 1.1 

Meleo boss Lawrence Ho, left, and James Packer are expected to be called to the NSW government inquiry. 
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James Thomson 
j.thomson@afr.com 

VIP probe for Crown's VIP business 

C 
rown Resorts' ntwdynamic 
duo arc determined to put on 
a brave face ahead ohhe first 
public hearings of the NSW 
Independent Liquor and 
Gaming Authority's inquiry 

into dle state's casinost-ctor, which starts 
today. 

Chairman Helen Coonan, who replaced 
executive chairman John Alexander just a 
few weeks ago, says the casino giant has 
been ·'very encouraged by the notion that 
the whole regulatory scalng.scin be 
examined during this inquiry". 

New chief executive Km Barton was 
similarly pleased that inquiry head Patricia 
Bergin.SC, won't just be digging into Crown 
affairs in NSW, whcreitplanstoopcn its 
newSydneycasinoin the Barangnroo 
precinct in December. 

"I think we will work co-operatively with 
them on looking at the rt'glllacion as it 
currently stands and looking at does it 
actually need to be moreL'Ontemporaryto 
deal wim a change of circumstances," 
Barton said last week after rckasing 
Crown's December-half pl'Olit numbers. 

ButCrown'sattemptatasmull target 
strategy is probably wishful thmking. 

While the probe will take a broad look at 
the regulatory settings of the casino 
industry, it's importam 10 remember it was 
called to lookspcdficallyat two things: the 
purchaseofa SUlke in Crown bY Lawrence 
Ho's Meleo Resort.~. and allegations of the 
links benveen organised crime and the 
junket operators that br1ngVIPgamblcrs to 
Crown'scaslnos in Melbourne and Perth. 

Along with news that ASIC is now also 
examining the Meleo deal, me public has 
also been given a fresh reminder of these 
links via a new join! invcs1igatlon by Tile 
Age[The Sydney Moming Herald and 60 
Minutes over the weekend. 

The inve.'>ligation probed Crown's 
relationship with a Hong Kong-listed junket 
operator called Suncity, which has been 

accused oflinkswith Asion crime gangs. Up 
until late lascycar, Suncf!y's VIPs had a 
special gaming room in Crown's Melbourne 
casino. Suncity has denied all allegations of 
probity problems. 

(The newspapers and television program 
arepropcrtlesof Nine Entertainment Co, 
the publlsher of The Australian Finandal 
Review.) 

Junket~will beccntrcsmgeat the ILGA 
inquiry today. Last month. oounsel assisting 
the inquiry. Adam Bell.said the first round of 
hearings would examine "the vulnerabilities 
of casinos co money taundcrtng and with 
anti-moncylaunderingstratcgies. We will 
also explain whatjunkCIS are, the roles they 
perform with respect co casinos and identify 
theirvulnerabl1ities to org;mlsed crime". 

Theonlywicness listed fonoday's 
hearings is Paul Bromberg, who will appear 
viavideolinkfrom Bangkok. Bromberg is 
the senior vice-president of investigations at 
Asian gaming consultanq Spectrum Asia. 
Presumably he'll be providing the big 
picture as to why regulators are so wary 
about the use of'junkets. 

Whileitmustbepofnted out Chat Crown 
has strcnuou~ly dclendcd its rcronl on 
probily maners and its systems and 
processes, the casino group's "'latlonships 
\\ith junket operaCOf'S are potentially Oicky 
tenitcxy. 

Barton admitted last week's profit 
numbers, which showed an ll percent fall in 
normalised profit for the December half 
(normalised numbers strip out tl1e impact of 
luck). were affected by the negative publicity 
surrounding Crown due to the pl'Obe. 

\"lhile the entire A$iOn market for massive 
VlP gambtcrs - orwhales as tht'Y're 
colloquially known in the Industry-was 
do\'m more than 20percentduting me 
period according 10 data for the region·s 

1.:'.QCM llf'Ul"I 

casino capital of Macau, turnover from 
Crown ·s VIP program play plunged 34.2 per 
cent in the Oecembcr half, and almost 40 per 

cent in Crown's biggest casino in Melbourne. 
By comparison. VIP turnover at The Star 

Entertainment Group rose 17 per cent 
during the period. although as Citi analyst 
Bryan Raymond point~out, The Star was 
flattered bY the fuct the whales had an 
unusually lucky streak. meaning they kept 
playing for longer than they would have if 
the cards and dice had gone against them. 

Crown didn't provide guidance ror full-year 
eamings- itnewrdoes- butsaid trading had 
been sol! due to lhccoronavirus and the 
oogoing weakness in the VIP business. 

Depending on how the next few months 
unfold, its even possible Crown might need to 
issue a profit downgrade. As Morg;in Slanley 
points out. for Crown to hit consensus 
expcctalions for earnings befOf'C interest, tax, 
depreciation and amortisation (EBITDA) for 
the 2020 full year, the casino group will need 
co achieve 4 per cent growth in the June balf. 

With tl1e corona virus scare still not over, 
and lhc ILGA rt'Vicw sc1 to roll out over the 
coming months across five separate rounds 
of hearings. il's hard to see the trends of the 
December half suddenly turning around 
and Crown hitting mat growth target. 

or course. noneof'thiswlllcome asa 
surprise to Crown investors, who are 
resigned co an extremely difficult June half. 

Their eyes an: lirmlyfocused on December, 
when Crown is due co open the doors on ilS 
Crown Sydney hotel and casino at 
Barangaroo, ahead of a big-bang launch event 
in January 2021, timed foc Chinese New Year. 

The bull thesis around Crown is that 
when this property is fully ramped up, 
Crown's prospectsan:transt'ormed. ltwill 
have a new source of earnings and cash 
Oow, three world class casinos in Sydney, 
Melbourne and Perth and an extremely 
strongbatanccshcc1 with next to no debt 

ltwill bea cash machine and a prime 
takeover target for an international player 
with deep pocketS-and patient investors 
will gee their reward. 

But there arc cwo shadows over this rosy 
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vision. Tiie first is the ouicomcofthe 11.GA 
inquiry.and the second is the state of the 
VIP marker.given Crown Sydney is a VIP­
only property. 

The very worst case scenario for Crown is 

that the inquiry findssomclhingso 
extraordinary that lt forces the NSW 
government to take away its llcence. 

But this seems extremely unlikely. First. 
Crown isa heavily scrutinised business 
operating in a heavily regulated industry. so 
findingsomethlngoFthat magnitude that 
regularorsdon'talreaciYknowaboutwould 
seem hjghly unlikely. And second. as several 
observers have pointed ouL with more than 
40storeys of the Barangnroocasino out of 
the ground, and the tax revenue from the 
casino already baked Imo future NSW 
budgets, the state government Is likely to 
remain highly pragmatic about a project of 
this magnitude. 

What's more likely arc recommendations 
that require Crown to submitjunket 
operators it works with to more rigorous 
screening and approval processes. Crown 
employees working in particularly sensitive 
areas- dealingwithjunketoperators or 
anti· money laundering, forexample­
might also face a new probity regime. 

Measures like this will make domg 
business with Vll"s harder. and slowcr. 

This maners for Crown Sydney given Citi's 
Raymond estimates about V per a:nt of the 
newcasino'srevenue wiU come front foreign 
VIPs. But that business l~ tough andgettmg 
tougher; EBITDA from this market across 
Crown and The Star has fallen by about 40 
pera:ntsina:its recent peak In 2018. 

The nvo operators have argued this is 
actually a positive given !l1e foreign VlP 
market operates at lower margins than 
their domestic businesses, mainly because 
of all the rebates and freebies given to the 
gamblers, and the commissions that must 
be paid to the junket operators. 

And there's no doubt the VIP business is 
inherently volatile; not only can it be knocked 
around by factors such as u-Jde tensions. 
corruption crackdowns in China and now 
the coronav!rus. but the pool ofbiggamblers 
issosman-around 1500 people- that one or 
two more or less visits during a half can 
make turnover figures bounce around. 

Still, Crown will be hoping the VIP trade 
does rise again as CrownSydnl'YO(>ens it 
doors. Having a big pool of domestic VIPs is 
important, but getting those whales down 
from north Asia will a.lso be crucial. 

Another interesting QUl'SliOn ror Crown is 
where the table games segment I~ headed. 
Crown Sydney will be exclusively table 
games-thatis,noslormachlnes-which 
means Banon will have watched the drop in 

table g'.tme play at Crown and the flat 
activity at Scar in the December half closely. 

One thing in Crown's favour is that the 
table games' share of the casino marka is 
about 20 per cent lower in Sydney than in 
the more mature Melbourne market. That 
should mean room for Crown Sydney to 
grow into. 

Depending on how the 
next few months unfold, 
its even possible Crown 
might need to issue a 
profit downgrade. 
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Crown transfer to drug trafficl<er 
Nick McKenzie 

A Crown Resorts vice-president 
authorised a junior casino staff 
member to wire $500,000 to a Mel­
bourne dn1g trafficker, while Crown 
withheld details of the transaction 
from authorities for a year. 

The revelation marks the first 

time since the Crown scandal erup­
ted last year that a senior casino 
executive has been exposed facilitat-

ing the activities of serious organ­
ised crime. 

Crown's vice-president of inter­
national operations, Veng Anh, au­
thorised the transfer of money to 
drug trafficker and nightclub oper· 
ator Nan Hu in January 2017. Mr 
Anh likely knew Mr Hu through his 

Continued Page 8 

CROWN 
UNMASKED 

CRW.502.003.2481 
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Crown's $500,000 transfer to trafficker 
From Pagel 

Melbourne nightclub, Heaven, 
which was popular with Crown 
high rollers. There is no suggestion 
Mr Anh knew Mr Hu was a drug 
trafficker. 

However, the ultimate 
beneficiary of the $500,000 was the 
Ma heroin !lylldicate, an Australian­
Chinc;;c organised crime group 
operating out of Melbourne. 

Banking and casino records also 
reveal that Grown Resorts failed to 
alert anti-money laundering agency 
Austrac about the transaction. 

The casino is legally obliged to tell 
authorities about suspicious 
t ransactions or any movement of 
funds over $10,000 within three 
days, but Cro"WTI only alerted 
Austrac a year after the transaction 
and only after West Australian 
gaming authorities began making 
inquiries about it. 

TheAge, Sydney Morning Hl!Ta/d 
and 60 Minutes have spent months 
tracking the transaction after being 
tipped off by a casino insider. 

The former director of 
intelligence at Austrac, Todd 
Harland, said the $500,000 transfer 

displayed clear indicators of money 
laundering.However, that might not 
have been immediately clear lo Mr 
Anh when he authoiised lhe 
transaction. 

SOFTENING APPROACH 
The money transfer goes to the 
heart of the allegations facing the 
casino giant: that it had a reckless 
and aggressive approach to 
cultivating super-wealthy Chinese 
high rollers which encouraged 
money launderera and serious 
organis<.'<I criminals. 

Leaked emails from inside Crown 
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show Mr Anh was also part of a 
trusted team of senior managers 
who were sent to China to recruit 
high rollers, an activity that 
contributed to the October 2016 
arrest and imprisonment of Crown's 
China staff. 

The revelations about the 
$500,000 transaction also raise 
questions for Austrac, the anti­
money laundering agency which 
helps uphold money laundering laws 
but which has failed to take any 
meaningful action against Crown. 

Law enforcement officials from 
multiple agencies along with former 
Austrac staff said the small agency 
had not done enough to act on the 
multiple indicators that Crown was 
enabling money launderers, with 
Austrac instead directing its 
litigation resources to high-profile 

actions against banks. But sources 
also said the agency had alerted 
partner policing agencies about 
suspicious activity at Crown and, at 
lcai:.i u.ntil recently, this bad led to 
little tangible action. Austrac 
previously declined t.o comment on 
its dealings with Crown, but has 
insisted it closely scrutinises all 
casinos. 

Crown's initial reaction to 
allegations last year that it had failed 
in it8 corporate and social 
responsibility t.o counter money 
laundering was to ll'b'tle (including 
with full page media 
advertisements) that the media 
expose that sparked a raft of 
inquiries was inaccurate. 

One of those inquiries, an 
investigation by the NSW 
Independent Liquor and Gaming 
Authority and former judge Patricia 
Bergin to probe Crown's fitness to 
run its proposed high roller casino in 
Barangaroo, Sydney, opened last 
month. Since then, Crown executive 
chairmanJohnAlexanderhasstood 
down and Crown appears to have 
softened its public response. The 
Australian Criminal Intelligence 
Commission is also probing money 
laundering at Crown and other 
casinos. 

In response to allegations relating 
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to the Nan Hu money t1·ansfer, 
Crown said: "Crown takes these 
allegations very seriously and has 

notified these issues to the relevant 
federal and state regulators and the 
ILGA (Bergin) inquiry set up to 
examine such matters and will a~ist 
any investigations." 

DEAL MADE: IN HEAVEN 
The $500,000 transaction involving 
Crown vice-president Veng Anh and 
Nan Hu leads to a worldofbig 
gamblers, nightclubs and crime 
bosses. 

Hu was convicted in 2015 for 
trafficking cocaine, possessing ice 
and money laundering. Mr Anh 
likely knew Hu through Chinese 
nightclubs in Melbourne'sCBD, 
which Mr Anh attended with Crown 
high rollers andjunket.agents 
though it is not clear if he knew of his 
criminal past. Among the clubs was 
the now defunct Heaven club. 

Casino records sighted by The 
Age, Herald and 60 Minutes reveal 
that in January 2017, Anh 
authorised Crown staff at its 
Burswood Casino to transfer 
$500,000 to Hu from a Crown 
Resorts-<:ontrolled accounl Hu was 
notanapprovedCrowngrunbleror 
agent, and sending him funds 
breached the casino's own policies 
which wore created to prevent 
money laundering. 

The funds came from an account 
linked to Crown high-roller agent 
Tom "Mr Chinatown" Zhou, who 
was expot;ed last year as an 

inlernational criminal fugitive 
wanted by Interpol. Mr Zhou 
worked with Mr Anh to lure Chinese 
high rollers to Crown. 

Mr Zhou regularly attended 
Heaven, often 'vith prostitutes, 
drugs and Crown high rollers. He 
told associates he wanted to invest 
in the club. 

A source who worked with 
Crown's security team said he had 
seen Mr Anh at Heaven, while other 
sources with knowledge of Mr Anh's 
activities said he encouraged high 
rollers to attend. 

It is unclear if.Mr Anh knew that 

Hu was a convicLed drug trafficker 
and criminal when he directed 
Crown's Perth staff to send him the 
$500,000 in January 2017. 

Bank records show Hu collected 
the $500,000 from his 
Commonwealth Bank account as 
bank cheques. He then gave these 
cheques to a company controlled by 
Timothy Ma, a notorious organised 
crime figure who was jailed for 
heroin trafficking in the eal'ly 2000s 
and who works with the Italian 
malia and bikies trafficking drugs. 

Mr Anh declined to answer 
questions when confronted at bis 
mother's suburban home; Hu has 
flown t.o China and could not be 
contacted. 

BELATED DISCLOSURE: 
The $500,000 transaction should 

have been reported by Crown to 
Austrac within three days but 
waited almost a year until West 
Australian money laundering 
authorities contacted the company 
about it. 

This meant the cash bad 
disappeared into a criminal 
syndicate before it could be traced 
and seized. 

Former gaming regulator and 
counter money laundering expert 
Alan Pedley said the delay 
suggested Crown priotitised 
pleasing high rollers over its 
reporting duties. 

"The customers were of such high 
value that (Crown was) .. . perhaps 
prepared to overlook their normal 
money laundering controls," he said. 

By acceRSing Crown internal 
records and other financial 
transaction data, The Age, Herald 
and 60 Minutes have uncovered a 
pattern of serioui> organised 
criminals u~ing the casino as a hub 
for their money laundering nnd 
criminal operations. 

The Ma syndicate and Hu appear 
to have used Crown's high rollers 
and agents to fund their Melbourne 
operations. 

Casino records show the Ma 
syndicate has multiple financial ties 
to Crown, and the syndicate's 
members had gambled millions of 
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dollars at, and received large money 
transfers from, Crown's casinos. 
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Casino executive authorised 
transfer to drug trafficker 

CROWN 
UNMASKED 
EXCLUSIVE 
Nick McKenzie 

A Crown Resorts vice-president 
authorised a junior casino staff 
member to wire $500,000 to a 
drug trafficker, while Crown 
withheld details of the transaction 
from :iuthorities for a year. 

The revelation marks the first 
time since the Crown scandal 
erupted last year that a senior 
casino executive has been exposed 
facilitating the activities of serious 
organised crime. 

Banking and casino records also 

reveal that Crown Resorts failed to 
alert anti-money laundering 
agency Austrac about the 
transaction. The casino is legaUy 
obliged to tell authorities about 
suspicious transactions or any 
movement offunds over $10,000 
within three days. 
FULL STORY PAGE 8 
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Casino executive 
authorises transfer 
to drug trafficker 

~~ 
CROWN 
UNMASKED 
EXCLUSIVE 

Nick McKenzie 

A Crown Resorts vice-president 
authorised a junior casino staff 
member to wire $500,000 to a Mel­
bourne drug trafficker, while 
Crown withheld details of the 
transaction from authorities for a 
year. 

The revelation marks the lil'st 
time since the Crown scandal 
erupted last year that a senior 
casino executive h01s been exposed 
facilitating the activities of serious 
organised crime. 

Crown's vice-president of inter­
national operations, Veng Anh, au­
thorised the transfer of money to 
drug trafficker and nightclub oper­
ator Nan Hu in Januarv 2017. 

Mr Anh likely knew Mr Hu 
through his Melbourne nightclub, 
Heaven, which was popular with 
Crown high rollers. There is no 
suggc:>tion Mr Anh knew Mr Hu 
was a drug trafficker. 

However, the ultimate benefi­
ciary of the $500,000 was the Ma 
heroin syndicate, an Australian­
Chinese organised crime group 
operating out of Melbourne. 

Ranking and casino records also 
reveal that Crown Resorts failed to 
alel't anti-money laundering agency 
Austrac about the transaction. 

The casino is legally obliged to 
tell authorities about suspicious 
transactions or any movement of 
funds over $10,000 within three 
days, but Crown only alerted Aus­
truc a year after the transaction 
and only after Western Australian 
gaming authorities began making 
inquiries about it. 

The Herald and 60 Minutes have 
spent months tracking the trans­
action after being tipped off about 
it by a casino insider. 

The former director of intelli­
gence at Austrac, Todd Harland, 
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said the $500,000 transfer dis­
played clear indicators of money 
laundering - taking dirty money 
and making it look clean. However, 
that might not have been immedi­
ately clear to Mr Ahn when he au­
thorised the tt·ansaction. 

"Taking cash and putting il 
through a casino and hopefully 
turning that into some level of win­
nings or at least the ability to make 
it look like it was winnings ... that's 
money laundering lOL" 

The money transfer goes to the 
heart of the allegations facing the 
casino giant: that it had a reckless 
and aggressive approach to cultiv­
ating super-wealthy Chinese high 
rollers which encouraged money 
launderers and serious organised 
criminals. 

Leaked emails from inside 
Crown show Mr Anh was also part 
of a trusted team of senior man­
agen; who were sent to China to 
recruit high rollers, an activity 
that contributed to the October 
2016 arrest and imprisonment of 
Crown's China staff. 

The revelations abQut the 
$500,000 transaction also raise 
questions for Austrac, which helps 
uphold money laundering laws but 
which has failed to take any mean­
ingful action against Crown. 

Law enforcement officials from 
multiple agencies along with for­
mer A uslrac staff said the small 
agency had not done enough to act 
on the multiple indicators that 
Crown was enabling laundering. 

Crown's initial reaction to alleg­
ations lust year that it had failed in 
its corporate and social responsi­
bility to counter money laundering 
was to argue that media reports 
were inaccurate. 

An investigation by the NSW 
Independent Liquor and Gaming 
Authority and former judge Patri­
cia Bergin to probe Crown's fi tness 
to run ita proposed high roller 
casino in Barangaroo opened last 
month. Since then, Crown execut­
ive chairman John Alexander has 
stood down and Crown appears to 

have softened its public response. 

BRIEF CRWNILGA INDEX 1.4 

The Australian Criminal Intelli­
gence CommiRsion is also probing 
money laundering at Crown and 
other casinos. 

In response to allegations relat· 
ing to the Nan Hu money transfer, 
Crown said it "takes these allega­
tions very seriously and has noti­
fied these issues to the relevant 
federal and state regulators". 

The $500,000 transaction leads 
to a world of big gamblers, night­
clubs and crime bosses. 

Hu is a criminal who was con· 
victed in 2015 for trafficking co­
caine, possessing ice and money 
laundering offences. Mr Anh likely 
knew Hu through Chinese night­
clubs in Melbourne's CBD, which 
Mr Anh attended with Crown high 
rollers and junket agents though it 
is not clear if he knew of his crimin­
al past. 

Casino records sighted by the 
Herald and 60 Minutes reveal that in 
January 2017, Mr Anh authorised 
Crown staff at its Burswood Casino 
to transfer $500,000 to Hu from a 
Crown Resorts.controlled account. 
Hu was not an approved Crown 

gambler or agent, and sending him 
funds breached the casino's own 
policies which were created to pre­
vent money laundering. 

The funds came from an account 
linked to Crown high-l'oller agent 
Tom "Mr Chinatown" Zhou, who 
was exposed last year as an inter­
national criminal fugitive wanted 
by Interpol. Mr Zhou worked with 
Mr Anh to lure Chinese high rol­
lers to Crown. 

Mr Zhou was a regular attendee 
of the now defunct Heaven night­
club in Melbourne, often going 
with prostitutes, drugs and Crown 
high rollers. He told associates he 
wanted to invest in the club. 

A source who worked with 
Crown's security team said he bad 
seen Mr Anh at Heaven, while 
other sources with knowledge of 
Mr Anh's activities said he encour­
aged high rollers to attend. 

It is unclear if Mr Anh knew that 
Hu was a convicted dl'Ug trafficker 
and organised criminal when he 
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directed Crown's Perth staff to 
send him the $500,000 in January 
2017. But the transaction should 
have raised red flags, and there 
was no legitimate reason for the 
funds to be sent to Hu. 

Bank records show Hu collected 
the $500,000 sent from Crown 
from his Commonwealth Bank ac­
count in the form of bank cheques. 
He then gave these cheques to a 
company controlled by Timothy 
Ma, a notorious organised crime 
figure who was jailed for heroin 
trafficking in the early 2000s and 
who works with the Italian mafia 
and bikies trafficking drugs. 

Mr Anh declined to answer ques­
tions when confronted at his moth­
er's house, and Hu has flown to 
China and could not be contacted. 

'l'he $500,000 transaction 
should have been reported by 
Crown to Austrac within three 
days but waited almost a year until 
West Australian money launder­
ing authorities contacted the com­
pany about it. This meant the cash 
had disappeared into a criminal 
syndicate before it could be traced 
and seized. 

Former gaming regulator and 
counter money laundering expert 
Alan Pedley said the delay sugges­
ted Crown prioritised pleasing 
high rollers over its duties. 

"The customers were of such 
high value that [Crown was) ... 
perhaps prepared to overlook their 
normal money laundering con­
trols," he said. 

By accessing Crown internal 
records and other financial ti·ans­
action data, the Herald and 60 
Minutes have uncovered a pattern 
of serious organised criminals us­
ing the casino as a huh for their 
money laundering. 

Casino records show that the 
Ma syndicate has multiple finan­
cial ties to Crown, and the syndi­
cate's members had gambled 
millions of dollars. 

BRIEF CRWNILGA INDEX 1.4 

Crown vice-president Veng Anh. 
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JUNKET 'LICENCE' NEEDED 
A BANGKOK-based casino 
regulatory expert says 
Australia should introduc.-e a 
lkensing scheme forjunket 
operators -companies 
which bring high rolle~ and 
VIPs from Asia. 

Spectrum Gaming Group 
senior vice president of 
investigation Paul Bromberg 
yeste.rday told an inquiry it 
would be preferable for 
gam ing authorities to license 
junket operators, particularly 
in the wake of practit:es in 
Macau. 

The NSW Independent 
Liquor and Gaming 
Authority is examining the 
fitness of Crown Resorts lo 
hold a VlP casino licence in 
NSW. 11 is also looking into 
last year's sale of9.9 per cent 
of Crown shares by James 
Packer's personal company 

GLENDA KORPORAL 
GAMING 

to his former business 
associate in Macau, 
Lawrence Ho. 

Mr Bromberg said most 
VIP casino players came 
from mainland China. 

He said lighter regulations 
in Macau had prompted them 
to look lo other markds to 
gamble, including Australia. 

"There has heen a huge 
wave of black money which 
has come out of China over 
the last JO years which has 
led to the increase in the VIP 
gambling market," he sa id. 

In his evidence Mr 
Bromberg said Chinese 
organised crime groups were 
often involved with j unket 
ope111tors in Macau. 
THE AUSTRALIAN 
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High roller junket 
licence 'needed' 
6lENDA KORPORAL 
6AMING 

A BANGKOK-based casino 
regulatory expert says 
Australia should introduce a 
licensing scheme for 
junket operators -
companies which 
bring high rollers and 
VIPs from Asia. 

Spectrum Gaming 
Group senior vice 
president or 
investigation Paul 
Bromberg (pictured) 
yesterday told an 
inquiry it would be preferable 
for gaming authorit ies to 
license junket operators, 
particularly in the wake of 
practices in Macau. 

The NSW Independent 
Llquor and Gaming Authority 
is examining the fitness of 
Crown Resorts to hold a VIP 
casino licence in NSW. It is 
also looking into last year's 

sale or 9.9 per cent of Crown 
shares by James Packer's 
personal company to his 
former business associate in 
Macau, Lawrence Ho. 

Mr Bromberg said most 
VIP casino players 
came from mainland 
China. 

He said tighte r 
regulations in Macau 
had prompted them 
to look to other 
markets to gamble, 
including Australia. 

"There has been a 
huge wave of black 

money which has come out of 
China over fhe last 10 years 
which has led to the increase 
in the VIP gambling market," 
he said. 

In his evidence Mr 
Bromberg said Chinese 
organised crime groups were 
often involved with junket 
opera tors in Macau. 
THE AUSTRAUAN 
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'No comfort' in casino's 
claims on junket licences 
Patrick Hatch 

A powerful inquiry into James Pack­
er's Crown Resorts has been told the 
casino giant 's insistence its "junket" 
tour pa1tners were regulated and 
licensed in Macau pl'ovided no reas­
surance against revelations of links 
to drug syndicates, money laun­
derers and Chinese gangsters. 

The NSW Independent Liquor 
and Gaming authority yesterday 
began public hearings into revela­
tions by The Age, Sydney Morning 
Herald, and 60 Minutes that Crown 
went into business with junket oper­
ators, who bring wealthy Chinese 
gamblers to its Australian casinos, 
with links to Asian crime gangs. 

Paul Bromberg, a Bangkok-based 
casino regulation expert with Spec­
trum Gaming Group, told the in­
quiry it was "essential" for Macau­
based junkets to have some relation­
ship with criminal Triad gangsters. 

"It's for the security of cash dur­
ing transportations, it's bodyguards 

for their VIP clients ... it's the provi­
sion of prostitution to their clients, 
it's for narcotics and other \~ce ser­
vices, and the cross·border trans­
portation of cash from China as well 
as ... debt collection,'' he said. 

Mr Bromberg said junkets en­
abled gamblers to move large 
amounts of money in and out of 
China, skirting around capital con­
trol laws, and extended their clients' 
gambling credit that could be collec­
ted - \vith the help of criminal enfor­
cers - once they return home. 

In July last year Crown ran full­
page newspaper advertisements in 
response to this masthead's report­
ing on its junkets operation, signed 
off by all members of its board of 
directors, including recently appoin­
ted chairwoman Helen Coonan. 

The advertisements claimed that Junkets do not need licences in I 
its Macau-based junkets partners Victoria or NSW. 
such as Suncity are licensed and The inquiry continues today. 
"subject to regulatory oversight and 
probity checks". 

Counsel assisting Naomi Sharp 

asked Mr Bromberg if the board's 
claims should provide any comfort 
that they were fit and proper to be 
involved in Australian casinos. 

"I don't believe so," Mr Bromberg 
said. "It is fair to say that one could 
be sceptical of licensing in Macau of 
the junket operators." 

Likewise the Crown board's reas­
surance that Suncity was a "global 
company listed on the Hong Kong 
Stock Exchange" was of"very little" 
comfort, Mr Bromberg said, having 
investigating several Hong Kong­
listed gambling companies and 
finding the regulators there did not 
have the resources or power to in-

vestigate their overseas activities. 
Mr Bromberg said that up until 

very recently the junket licensing 
regime in Macau had "very, very 
minimal requirements", with oper­
ators only having to provide crimin­
al checks for individuals and details 
of some company shareholders. 

And when implemented in 2004 
those rules did not apply to existing 
operators, which received licences 
without any detailed probity invest­
igation, he said. Licences were also 
frequently bought and sold. 

Rules had tightened since 2015 
and junkets now must disclose the 
names of all shareholders, and were 
banned from selling their licence. 

With greater scrutiny of their 
business and clients in Macau, Mr 
Bromberg said junkets were target­
ing casinos in places where they felt 
there was lessscrutiny,such as Aus­
tralia, Vietnam and Las Vegas. 

'It is fair to say that 
one could be 
sceptical.' 

Paul Bromberg 
Spectrum Gaming Group 
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Crown shares dive as probe resumes 
SHARES in Crown Resorts 
have sunk to a more than 
two-year low amid more 
poor press and the resump­
tion of a public inquiry into 
NSW's casinos. 

The probe initiated by the 
NSW Independent Liquor 
and Gaming Authority is in­
vestigating the multi-billion­
dollar industry's vulnerabil­
ity to money laundering and 
organised crime. 

Former Supreme Court 
judge Patricia Bergin has 
been tasked with reporting 
on whether Crown and its 
Barangaroo casino licensee 
are fit to hold a gaming li­
cence in NSW. 

The latest round of hear­
ings kicked off in Sydney 
with witness Paul Bromberg, 
from consultancy firm Spec­
trum Gaming Group, who 
appeared by video-link from 
Bangkok Lo advise on jun­
kets for high rollers. 

Mr Bromberg said casinos 
had left themselves open to 
alleged money laundering 
by hosting junkets for mega­
rich VIP players, 96 per cent 
of whom were from main­
land China and Hong Kong. 

"There's been a huge wave 
of hot money coming out of 
China over the past 10 years, 
leading to a huge increase in 
the VIP market:' he told the 
inquiry on Monday. 

In China's gambling 
capital Macau, junkets 
were traditionally run by 
Triad-backed groups in­
dependent of the casinos, 
which were unaware or •too 
scared" to stop the gang 
making backroom deals with 
players, Mr Bromberg said. 

However since China's 

corruption crackdown in 
late 2012, high rollers have 
shifted further abroad 
to places where despile 
tighter regulation they can 
still access crime-linked 
credits and funnel them 
through casinos. 

And unlike Macau, "in 
Australia the casino main­

tains control over most VIP 
rooms'; Mr Bromberg said. 

His appearance follows a 
report in Nine newspapers 
on Sunday that a Crown 
Resorts vice-president au­
thorised a junior casino staff 
member to transfer $500,000 
co a Melbourne drug traf­
ficker in January 2017. 

Meanwhile, the Australian 
Securities and Investments 
Commission is casting its 
eye over a now-halted $1.8 
billion deal to sell a 20 per 
cent stake in the company to 
Lawrence Ho's Meleo Inter­
national last May. 

Mr Ho's father, Stanley 
Ho> has been allegedly 
linked to organised crime 
and is banned from being 
an associate of Crown's 
Barangaroo casino - though 
he has never been convicted 
and has always rejected 
such accusations. 

Crown Resort board 
members Michael Johnston 
and John Alexander, as well 
as Crown's general counsel 
and company secretary 
Mary Manos and Melco's 
Geoffrey Davis, will be called 
before the inquiry. 

Major Crown Resorts 
shareholder James Packer 
and Lawrence Ho are set to 

appear at a later date. 
Crown shares were 6.21 

per cent lower at $11.03 at 
the close on Monday, hav­
ing slipped to $10.975 in 
earlier trade. 

The shares fell to $10.BO 
in October 2017, following 
accusations by independent 
federal MP Andrew Wilkie 
the company had deliber­
ately tampered with poker 
machines. 
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The NSW Independent Liquor and Gaming Authority Is investigating Crown Resorts to 
determine If it is fit to hold a gaming licence In the state. Picture: AAP 
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'Stop treating casinos 
like adult Disneyland' 
CROWN RESORTS 
Patrick Hatch 

An internationally renowned gam­
bling expert has told Aust.ralian gov­
ernments to stop regulating casinos 
as if they were an "adult Disneyland" 
given their vu.lnerability to being in­
filtrated by organised crime. 

The NSW Independent Liquor 
and Gaming Authority's public in­
quiry into revelations Crown Re­
sorts went into business with junket 
tour operators linked to Asian crime 
syndicates spent its second day of 
heatings further picking apart gaps 
in how casinos are regulated in Aus­
tralia compared to other jurisdic­
tions. 

Nelson Rose, an expert in gam­
bling law and Ptoressor Emeritus at 
the Whittier Law School in Califor­
nia, told the inqui1-y casinos were 
more vulnerable to criminal infiltra­
tion than "any other business", due 
to the "enormous" amounts of cash 
passing over their tables. 

He took aim at a revfow of NSW's 
casino legislation which the govern­
ment ordered after it granted James 
Packer's Crown Resorts a licence for 
a new casino in Sydney, which is set 
to open its doors early next year. 

The government supported most 
of the 2016 "modernisation" review's 
recommendations, including moving 

am opposed to is people thinking it's 
just an adult Disneyland,'' he said. 

"Self-regulation does not work for 

the casino industry. There's too 
much cash, and there's too much 
opportunity for things to go wrong." 

Victoria has also moved towards 
self or "co-regulation". The gaming 
authority used to regulate junkets, 
for instance, but it is now left up to 
Crown Casino to check the probity 
of its tour business partners. 

Professor Rose agreed with evid­
ence by Asian gambling re(,rulation 
expert Paul Bromberg that the best 
way to regulate junkets - which 
bring wealthy Chinese to gamble at 
casinos - was for regulators to li­
cence and continuously review them. 

CRW.502.003.2492 
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to light-touch "rU!k-based" 1·egula­
tion, rather than firmer "prescript­
ive" regulation, and using casinos' 
own probity checks as the primary 
way to vet its junket pattners. It is 
also reconsidering the need for five.­
yearly probity reviews. 

Experts told the Inquiry self·regulatlon does not work. Photo: Phil Carrick 

Professor Rose said the review set 
out with the objective of making casi­
nos profitable and treated casinos 
"as if it were any other industry" in 
spite of the risks they carried. "I'm 
not an anti-gambling person - what I 
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'Stop treating casinos 
lil<e adult Disneyland' 
CROWN RESORTS 
Patrick Hatch 

An internationally renowned gam­
bling expert has told Australian gov­
ernments to stop regulating casinos 
as if they were an "adult Disneyland" 
given their vulnerability to being in­
filtrated by organised crime. 

The NSW Independent Liquor 
and Gaming Authority's public in­
quiry into revelations Crown Re­
sorts went into business with junket 
tour operators linked to Asian crime 
syndicates spent it.s second day of 
hearings further picking apart gaps 
in how casinos are regulated in Aus­
tralia compared to other jurisdic­
tions. 

Nelson Rose, an expert in gam­
bling law and Professor Emeritus at 
the Whittier Law School in Califor­
nia, told the inquiry casinos were 
more vulnerable to criminal infiltra­
tion than "any other business'', due 
to the "enormous" amount.s of cash 
passing over their tables. 

He took aim at a review of NSW's 

Experts told the Inquiry self· 
regulation does not work. 

casino legislation which the govern­
ment ordered after it granted James 
Packer's Crown Resorts a licence for 
a new casino in Sydney, which is set 
to open its doors early next year. 

The government supported most 
of the 2016 "modernisation" review's 
recommendations, including moving 
to light-touch "risk-based" regula­
tion, rather than firmer "prescript­
ive" regulation, and using casinos' 
own probity checks as the primary 

way to vet its junket partners. It is 
also reconsidering the need for five­
yearly probity reviews. 

Professor Rose said the review set 
out with the objective of making casi­
nos profitable and treated casinos 
"as if it were any other industry" in 
spite of the iisks they cai·ried. "I'm 
not an ant i-gambling person - what I 
am opposed to is people thinking it's 
just an adult Disneyland," he said. 

"Self-regulation does not work for 
the casino industry. There's too 
much cash, and there's too much 
opportunity for things to go wrong." 

Victoria has also moved towards 
self or "co-regulation". The gaming 
authority used to regulate junkets, 
for instance, but it is now left up to 
Crown Casino to check the probity 
of its tour business partners. 

Professor Rose agreed with evid­
ence by Asian gambling regulation 
expert Paul Bromberg that the best 
way to regulate junkets - which 
bring wealthy Chinese to gamble at 
casinos - was for regulators to li­
cence and continuously review them. 
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Casinos aren't 'adult Disneyland' 
IJEBOIUI I l'lll<N\\' \I.I. 

Allowing Australian casinos to 
take control of high-roller 
junkets had been a dangerous 
misstep, treating casinos as if they 
were "just an adult Disneyland" 
and making them even more 
vulnerable to criminal infiltra­
tion, the NSW casino inquiry has 
heard. 

Giving evidence to the inquiry 
by video link from Los Angeles, 
I. Nelson Rose, one of the world's 
leading gaming law expe1ts, said 
extraordinarily wealthy main­
land Chinese far outnumbered all 
other VIP casino players around 
the world. 

"The rich in China, the 
wealthy class, are very rich," 
Professor Rose told the inquiry. 

"They have enormous 
amounts of cash in vaults which 
they would love to get out of the 
country, and they mostly like to 
gamble too, so high-stakes casino 
gambling is one way to get their 
cash out of the mainland." 

The problem with Chinese 
VIP gamblers, he said, was that 
they had to rely entirely on the 
shadowy services of junket 
operators to help them overcome 
the People's Republic of China's 
strict limits on shifting money out 
of the mainland. 

Junket operators organised 
gambling trips to casinos around 

the world, lining up a credit facil­
ity for high rollers at their casino 
of choice. 

Professor Rose said criminal 
penalties for gambling in China 
were four years' hard labour. 

Laundering money through 
casinos, however, was still a rela­
tively low-risk option for very 
wealthy Chinese to smuggle their 
money out of China. 

Macau casinos had always 

'High-stakes casino 
gambling is one 
way to get their 
cash out of the 
mainland' 

I. Nt>l.SON ROSI; 
t;AMI NG L.A\\f t-;XPl-;R'I' 

been the first destination of 
choice for gamblers from the 
mainland, Professor Rose said. 

Rut after restrictions on travel 
were lifted after 2004, demand 
for junket operators who could 
deliver Chinese "whales" to 
t<1sinos around the world had 
"exploded". 

Professor Rose said that had 
seen the rise of"gaming promot­
ers" who were primarily money 
lenders and a very "different kind 
of animal" to the traditional 
junket operators. 

"We don't know really who 

these people are or who owns the 
junkets ... because it takes place 
behind the wall around mainland 
China," Professor Rose said. 

"The problem with the 
connection with the triads is 
where it really is scary." 

The inquiry's commissioner, 
Paddy Bergin SC, asked: "Do you 
think casinos are inherently 
vulnerable to criminal infiltra­
tion?" 

Professor Rose replied: "I 
think there is a greater danger in 
that regard with casinos than any 
other business. 

"First of all, the casino's only 
product is cash ... what organised 
crime is interested in is the skim." 

The inquiry heard that the 
Casino Modernisation Review of 
NSWs Casino Control Act in 
2017 recommended a less pre­
scriptive approach to casino 
rei,>ulation - prompting the con­
trol of junket operators to move 
from the state's gaming regulator 
to the casino operators. 

"I think the biggest problem 
with this report is that it is treat­
ing the casino industry as if it 
were any other industry and the 
goal of the legislation is to make 
the casinos profitable," Professor 
Rose said. 

"Jam not anti-casino, I work 
with casinos ... What I am 
opposed to (is) people thinking it 
is just an adult Disneyland." 

The inquiry continues. 

CRW.502.003.2494 
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Crown Resorts casino inquiry put on hold 
IJLl:IOlt \ I I ('0({:\\V;\LL 

A high-stakes inquiry into Crown 
Reso1ts casino operations will be 
temporarily suspended pending 
an appeal by t he NSW Attomey­
General over a recent courtjudg­
ment that found the inquiry did 
not have the powers of a royal 
commission. 

The commissioner heading 
the inquiry, former Supreme 
Court judge Paddy Bergin, told 
the hearing on Wednesday that 
the proceedings, which began this 
week, would be put on pause as of 
Friday. 

The inquiry was left scram­
bling on the eve of the first of five 

hearings after a NSW Supreme 
Court judgment on February 11 
found it did not have the powers 
of a royal commission. 

The decision followed an Uth­
hour legal challenge by Meleo 
Resorts, the casino empire owned 
by Macau gaming tycoon Law­
rence Ho, which argued that the 
inquiry had overstepped its pow­
ers by insisting Meleo hand over 
documents in breach of lawyer­
client privilege. 

Ms Bergin said while the NSW 
Supreme Court decision found 
the inquiry did not have powers 
under section 17 (I) of the state's 
Royal Commission Act, "the 
(NSW) Attorney-General con­
tends otherwise". 

An appeal fi led by Mark 
Speakman is to be heard by the 
NSW Supreme Court of Appeal 
on March 9, with Ms Bergin nag­
ging to the inquiry it was likely the 
court would deliver its decision as 
early as March 16, at which point 
the hearing would resume. 

Ms Bergin said while the in ­
quiry had been able to proceed 
with the first four days of evi ­
dence from expert witnesses this 
week, the next round of witnesses 
would include employee$ of 
Crown Resorts, Meleo Resorts 
and Sydney's The Star casino. 
"The hearing after tomorrow will 
involve evidence pertinent to 
regulation and operation of casi­
nos in this jurisdiction," she said. 

T he February II decision was 
widely regarded as a major set­
back for the inquiry, which had 
been heralded as an inquisition 
into Crown's casino operations, 
including its alleged "criminal in­
filtration" by money launderers 
and high roller junket operators. 

Judge Christine Adamson 
ruled there was a lack of clear 
language in NSW's Casino Con­
trol Act and it could not be inter­
preted to give the inquiry the 
power to breach legal privilege 
that was a fundamental common 
law right. The judge said the NSW 
parliament appeared to have left 
it to the courts to do their "dirty 
work" in identifying the actual 
powers of NSW gaming inquiries. 
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Crown inquiry hears Meleo under scn1tiny on three continents 
Bo Seo 

European regulators have identified 
vulnerabilities tn the antt-money­
laundering and terrorism tinnncing 
measures at Meleo Resorts' casino in 
Cyprus, an inquiry into Crown has 
heard. 

The Q>uncil of Europe's an ll-money­
laundering body, Moncyval, said in 
December 2019 that tl had discovered 
"Weaknesses·· in complianc.'C at the City 
of Dreams Medlrerranean casmo while 
the business was planning an "aggress­
ive expansion". 

The finding suggcscs that Lawrence 
Ho·s Meleo Resorts is under the scru­
tiny of regulators in al least three juris-

dictions, while Japanese authorities 
investigate its potential links to bribe1y 
claims and a powerful NSW probe con­
siders its purchase of a 10 per cent stake 
in Crown la>1 year. 

Macquarie University honorary 
research Fellow .John Langdale told the 
Crown inquiry yesterday that Cyprus 
had high rares of iTiicit financial activity 
tied to Russia and l'VCll Lhe terrorist 
organisation Hczbollah. 

"It's noc for the Faint-hearted, really." 
Dr Langdale said. 

The criminology expert also said 
Australia may be a target for Chinese 

transnational crime netWorks seeking 
a "regional hub", owing to Its relative 
scability as an investment destination 

but also co Its srorus as a significant con­
sumer oflllicit drugs from Asia. 

'We would be in the Lop live destina­
tions for capital flight," Dr Langdale 
said. 

He noted thac premium real estate 
and high-rolling tables at casinos 
offered avenues for both legitimate 
spending and money laundering. 

Money laundering crudely involves 
three steps: placement (introducing 
dirty money to a legitimate financial 
system), layering (actions to conceal 
the source of the original sum) and 
integration (withdrawal of the 
"cleaned'· cash). 

For the third consecutive day, the 
counsel assisting the Inquiry ques-

tioned the proposed $30 mlnJmum for 
a play of baccarat In the VTP section of 
Crown's Barangaroocaslno. 

Jessica Un, fonner director of anti­
money-launderlng operations at US 
casino giant Las Vegas Sands Corpora­
tion. said the minimum was more in 
line wirh the threshold For mass­
market players. 

Ms Un separately explained that a 
key money laundering tactic was "min­
imal gambling", which involved 

exchanging dirty money For chips, only 
playing a few hands. rhen cashing out. 

casino-issued cheques only reflected 
that the amount was ··endorsed win· 
nings" and, if the payouts were spread 
out such that each payment was below 

a pre·defined threshold (SUSI0.000 in 
Nevada). could evade additional report­
ing requirements. 

Patrons could also simply walk out 
with the chips. which could be used as 
infonnal currency outside a casino or 
replaced for the chips of another 
gambling lnscltution. in a practice 
known as a "chip walk". 

The inquiry resumes today with 
testimony by banking expert Aub 
Chapman. 

It will then adjourn until the resolu­
tion of an ongoing appeal Into Melco's 
successful challenge tx!fore the NSW 
Supreme Comt 10 the Crown inquiry's 
claims thal it could claim the powers of 
a royal commission. 
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Casinos aren't 'adult Disneyland' 

Allowing Australian casinos to 
take control of high-roller 
junkets had been a dangerous 
misstep, treating casinos as if they 
were ''.just an adult Disneyland" 
and making them even more 
vulnerable to criminal inftltra­
tion, the NSW casino inquiry has 
heard 

Giving evidence to the inquiry 
by video link from Los Angeles, 
I. Nelson Rose, one of the world's 
leading gaming law experts, said 
extraordinarily wealthy main­
land Chinese far outnumbered all 
other VJP casino players around 
the world. 

'The rich in China, the 
wealthy class, are very rit·h," 
Professor Rose told the inquiry. 

"Thev have enormous 
amounts of cash in vault~ which 
they would love to get out of the 
country, and they mostly like to 
gamble too, so high-stakes casino 
gambling is one way to get their 
cash out ofthe mainland." 

The problem with Chinese 
VlP gamblers, he said, was that 
they had to rely entirely on the 
shadowy services of junket 
operators to help them overcome 
the People's Republic of China's 
strict limits on shifting money out 
of the mainland. 

Junket operators organised 
gambling trips to casinos around 

the world, lining up a credit facil­
ity for high rollers at their casino 
of choice. 

Professor Rose said criminal 
penalties for gambling in China 
were four years' hard labour. 

Laundering money through 
casinos, however, was still a rela ­
tively low-risk option for very 
wealthy Chinese to smuggle their 
money out of China. 

Macau casinos had always 

'High-stakes casino 
gambling is one 
way to get their 
cash out of the 
mainland' 

I . NF.l.SON ROSU, 
VAMI NC; L.AW •:Xl'Elt'I' 

heen the fi rst destination of 
choice for gamblers from the 
mainland, Professor Rose said. 

But after restrictions on travel 
were lifted after 2004, demand 
for junket operators who could 
deliver Chinese "whales" to 
casinos around the world had 
"exploded". 

Professor Rose said that had 
seen the rise of"gaming promot­
ers" who were primarily money 
lenders and a very "different kind 
of animal" to the traditional 
junket operators. 

"We don't know really who 

these people are or who owns the 
junkets ... because it takes place 
behind the wall around mainland 
China," Professor Rose said. 

"The problem with the 
connettion with the triads is 
where it really is scary." 

The inquiry's commissioner, 
Paddy Bergin SC, asked: "Do you 
think casinos are inherently 
vulnerable to criminal infiltra­
tion?" 

Professor Rose replied: "I 
think there is a greater danger in 
that regard with casinos than any 
other business. 

"First of all, the casino's only 
product is cash ... what organised 
crime is interested in is the skim." 

The inquiry heard that the 
Casino Modemisation Review of 
NSW's Casino Control Act in 
2017 recommended a less pre­
scriptive approach to casino 
regulation -prompting the con­
trol of junket operators to move 
from the state's gaming regulator 
to the casino operators. 

"1 think the biggest problem 
with this report is that it is treat­
ing the casino industry as if it 
were any other industry and the 
goal of the legislation is to make 
the casinos profitable:· Professor 
Rose said 

"I am not anti-casino, I work 
with casinos ... What I am 
opposed to (is) people thinking it 
is just an adult Disneyland." 

The inquiry continues. 

CRW.502.003.2497 
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Casinos 'easy prey' for drug kingpins 
DEBORMI CORNH II.I. 

Gamblers washing dirty money 
through casinos usually lost at 
least 20 per cent to the house, 
whether they were high rollers 
betting on the VIP baccarat table 
or drug traffickers feeding the slot 
machines, the NSW casino in­
quiry has heard. 

Aub Chapman, a leading ex­
pert on Australia's anti-money 
laundering regimes, spent the 
entire day in the witness box on 
Thursday explaining the often 

near-impossible cha I lenges of try­
ing to stop the now of illicit money 
being washed through casinos. 

Mr Chapman said money laun­
dering in Australia, as in most 
countries, was a "major problem" 
across the financial services sec­
tor, from mainstream banking to 
the extensive underground bank­
ing networks of developing coun­
tries, called hawalas. 

Cash-intensive casinos and 
gaming businesses, he said, were 
especially attractive to criminals. 
Even with a strong compliant'C 
culture and relentless vetting of 

their mstomers, casinos were easy 
targets for people expert in flying 
under the radar, he said. 

The public inquiry by the NSW 
fndependent Liquor and Gaming 
Authority - which began this 
week - was triggered by a series 
of allegations that Crown Resorts 
casino operations had been "infil­
trated" by junket tour operators 
with direct lin ks to Asian crime 
syndicates and money launderers. 

Mr Chapman said "cleaning" 
dirty money through casinos in­
volved three stages: laying down 
the bets, moving the winnings to 

different accounts and finally "in­
tegrating" the money into other 
mainstream investments where 
there were weak protedions, such 
as the property market. 

He said "structuring" - or 
breaking up the size of the bets -
was critical to the process because 
all transactions above $l0,000 

trigger an automatic report that 
was sent to Austn1lia's anti-money 
laundering and counter-terrorism 
finance regulator, Austrac. 

Mr Chapman said gamblers 
could muddy the waters on the 
size of their bets in a range of ways 

that could be almost impossible 
for front-of-house casino staff to 
pick upon. 

One common practice among 
drug traffickers was to use am1ies 
of so-called "smurfs", low-level 
operators who clean money from 
their drug deals by betting on the 
slot machines. Baccarat tended to 
be the game of choice for VIP high 
rollers, who would have others 
help them place multiple bets in a 
game to avoid the $l0,000 thresh­
old alarm being triggered. 

"So if a person bought three 
lots of $5000 chips over a few 

hours, that wouldn't trigger a 
threshold report, would it?" asked 
counsel assisting the inquiry, 
Nicole Sharp SC. 

"That would never be picked 
up unless there was very observ­
ant staff at the casino ... that, I 
would suggest, would be quite dif­
ficult in many casinos to control," 
Mr Chapman replied. 

Ms Sharp then asked: "If they 
lose some money, how can it be 
money laundering?" 

"That's simple ... if you have 
dirty money, you are going to lose 
some. It's going to cost you 20 per 

cent. It really is about getting your 
betting money back, less a per­
centage," Mr Chapman said. 

Inquiry commissioner Paddy 
Bergin formally suspended the in­
quiry on Thursday after four days 
of evidence in its first week. 

Ms Bergin said the inquity 
would be placed on pause pending 
a Supreme Court appeal over a 
recent courtjudgment that found 
the inqui1y did not have the pow­
ers of a royal commission_ 

She has previously indicated 
that the inquiry was expected to 
resume in March. 
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Crown inquiry focuses 
on inadequate laws 
Bo Seo 

Loose reporting requirements, lack of 
interagency communication. and lag­
ging legislation could make Australia 
more vulnerable to money laundering. 
an inquiry into Crown has heard. 

The Anti-Money Laundering and 
Counter-Terrorism Financing Act 2006 
requires casinos to file a report rorcash 
transactions exceeding $10,000, and. 
separately. for any "suspicious matter" 
on their premises. 

The legislation, though, fails to 
clearly define what ··suspicious" 
means, leaving It to a casino itself to 
decide whether lr has "fom1ed a suspi· 
don·· on reasonable grounds. 

Inquiry ''Ommlssioner Patricia 
Bergin, SC. raised the concern yesterday 
that casinos could choose not to report 
such a suspicion. and Instead submit 
instead a "rather neutral report of a 
transaction over $10,000", even if they 
had taken internal steps to increase the 
scrutiny on a particular d1ent 

'Tm not proposing anything, I'm just 
trying to work out whether there's a 
problem: said Ms Bergin, a former 
NSW Supreme Court justice. 

Aub Chapman. an antl·money laun­
dering expert and a former chief man­
ager for operational control at 
Westpac, said existing laws meant 
"suspicion is in the eye of the beholder". 

Mr Chapman said there was a gen· 
era! expectation of "'defensive report· 
ing: if in doubt, report". and that thjs 
level of discretion relied on rigorous 
training for staff at all levels of casino 
operations. 

But he said money launderers had 
tacdcs to evade reporting ~-quirements 
- such as breaking up a transaction -
and that there was n rtsk or casino 
employees exercising "willful blind­
ness" about suspicious aetivities. or of 
simply being noc sufficiently qualified. 

Money laundering. the process of dis­
guising iUegally sourct'<i funds to make 
them seem legitimate. involves three 
steps: placement (introducing dirty 
money to a legitimate financial system). 
layering (concealing the source of the 
original sum) and integration (with­
drawing of the "cleaned" cash). 

The inquiry heard evidence that there 

are myriad techniques involved such as 
changing smaller denominations of 
cash into larger ones ("refining"), 
spreadlng out payouts co avoid report­
ing requirements ("sn11cturing1, or 
doing a "chip walk". simply walking out 
of a casino with gambling chips. 

In Australia. enfora.ment action 
against money laundering rans under 

the Australian T r.1nsnct1on Reports 
and Analysis Centre (AUSfRAQ, and 
other agencies such as the federal 
police. They are expected to share intel­
ligence. but a 2015 report by the GTs 
Financial Action Task Force and its 
Asia-Pacific counterpart found short· 
comings in infonnation exchange that 
had to be "addressed". 

"Somewhat limited use of AUSTRAC 
information by law enforcement as a 
trigger to commence money laundering 
and cerrortsm financing Investigations. 
presents a weakness." the report said. 

Mr Chapman said Australia was 
unusual. but not unique. In combining 
the functions of a regulator and a finan­
cial intelligence unit In the single body, 
AUSTRAC. 

Australia is still waiting the legisla­
tion of"tranchc rwo·· anti·money laun­
dering laws, which arc endorsed by the 
Financial Action Task Force and com­
pel real estate agents. lawyers and 
accountants to repo11 suspicious crans· 
actions. 

Mr Chapman :igrl'Cd the relatively 
small number of prosL'CUtions for 
money laundering didn't reflect the 
problem's scale, and suggested Jaw 
enforcement may believe it easier to 
prosecute the underlying offence. such 
as a drug deal, than the laundering of 
its proceeds. 

The Crown inquiry, Investigating the 
probity of Crown and its part-owner. 
Meleo Resorts, has adjuumed, await­
ing the results of an :ippeal lo Melco·s 
successful ch~llengc to limit the 
powers of the inquiry. 

There arc myriad 
techniques involved 
such as ... doing a 
'chip walk'. 

The inquiry has taken wide-ranging 
testimony on the strength of Australia's 
anti-money laundering regime. 
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UNSETTLING INQUIRY FOR CROWN 
Casino industry There's extended discomfort in store for Crown Resorts as experts 
shine the spotlight on high rollers and junket operators, writes Neil Chenoweth. 

T 
he s-words began dropping 
on Monday just two hours 
imo the first public hearings 
of chc casino inquiry in 
Sydney. The k-ner stood for 
Stanley Ho. infamous father 

of Macau's casino industry, and for Suncity, 
the junket opcracor chat pulled out of Aus­
tralian casinos last August after reports of 
money laundering by criminal clients. 

Just days in. the investlgation led by Patti· 
cia Bergin, SC. former head of the equities 
division of the NSW Supreme Court, prom­
ises to be an inquiry unlike anything che 
casino industry has faced before. It's already 
pointing a spotlight on the murl<y world 
behind casinos' VIP rooms. 

The week didn't go well for either tl1e Ho 
family or Sunclty. By ThursdBy, after four 

days of cestimony by international gaming 
and money laundering consultants. the jun­
ket business In Macau that now runs much 
of Australia·s gaming turnover appeared 
not so much Hawed as radioactive. 

It makes some of the regulallonofjunkets 
in Australia seem hopelessly nai've at best. 
Or at least outdated. More on that later. 

Meleo International group, controlled by 
Stanley Ho's son Lawrence, ls already look· 
lng lfke a casualty of the Inquiry from collat­
eral damage, if nothing else. Its prospects of 
hanging on to its $880 million shareholding 
in Crown Resorts don·t look b11ght. 

Crown's Sydney casino under construc­
tion at Barang;.rroo on Sydney's Darling Har­
bour is aimed specifically at VIP players. 
The vast majority of thl~ hlgh-rolle.r market 
hails from mainland Oilna. according to 

British consultant Paul Bromberg of Spec­
trum Gaming, who cescifted via video link 
from Bangkok. ln Macau, up ro 97 per cent 
of high rollers are Chinelie. 

It's a vast river of money, but casinos face 
two problems In tapping it. ll's ilkgal for 
Chinese high rollers to take mon~-y out of 
China. where casino gambling Is banned. 
And gambling debts cannot be enforced in 
China. 

In Las Vegas.junket operations ~'Volved to 
provide travel arrangements and concierge 
and personal services for VlP gamblers. fn 
Macau. junket opennors do all that, but 
more importancly they move money out or 
China. extend credit co !heir dients and 
have their own ways or collecting debt 

rrs a recipe that helps explain extensive 
reports about t11e Intimate involvement of 

Chinese organised crime groups in the jun­
ket business in Macau, Bromberg says. 

·1 think the first public reponJng of that 
was the 1992 [US) Senate hearing report on 
organised crime In Asia ... I believe it ca!Jed 
Stanley Ho an associate ofTrlad groups. and 
it named a number of senior Triad officers 
as runningjunkcts in Macau and VIP rooms 
in Macau,'' he says. 

lt was the first of many adverse findings 
against Ho by regulators. Stanley Ho has no 
criminal convlct1ons and has always denied 
any llnks with Triads. 

"I would say that [for] all local junket 
operators in Mac'8u, It's essential to have 
some relationship with a Triad group," 
Bromley says. 

The Triads protect VIP rooms from other 
junkets, provide bodyguards for clients and 
guard cash transfers. 

They also provide prostitutes and narcot­
ics for clients, move funds out of China, and 
collect deb<. he says. 

Emeritus professor I. Nelson Rose, who 
teaches gaming law In Macau and the US. 
points to a study of 99 unexplained deaths 
In China of people with gambling debts. 

'Tm not against the industry, but I don't 

want anyone to have the idea that it's like an 
adult Disneyland," Rose says. 

The largescjunket operator is Alvin Chau 
Cheak Wa's Suncity, which provides credit 
for half the VIP rooms in Macau. 

Bromley points co a report in Hong 
Kong's Apple Daily newspaper 
that described sevmil of Suncity's senior 
officers induding Alvm Chau as leading 

Triad officials. Sunclty denies the claim. 
Last August, in the wake of reports in The 

Age and The Sydney Morning Herald of sus­
pected money laundering ln Australian VIP 
rooms, Crown ResortS hit back with full· 
page advertisements saying the reporcs 
were unfair and Incorrect: "One of the jun­
ket operators facing allegations of organised 
crime links. the Sunctty junket, is a large, 
global company llsted on the Hong Kong 
Stock Exchange." 

Bromley says there is "little comfort" to be 
drawn from this. 

In fact, Crown·sclaim was wrong. The lis· 
ted company Suncity Group Holdings is 
separate from the privately owned junket 

operator Sunclty Group, although both are 
conrrolled by Alvin Chau. 

The difficulty for Lawrence Ho is thac 
while his father, Stanley, has no manage­
meat role ac Meleo. the group's largest 
shareholder. Bntish Virgin Islands com­
pany Great Respect, ls lis<ecl on the Baran­
garoo management agreement as a banned 
associate of Stanley Ho. 

Melco's Macau casinos have Suncity VIP 
rooms. Lawrence Ho developed a casino in 
Vladivostok, Russia, before selling his stake 

in December 2017 to a Taiwanese business· 
man, who a year later was selling to Chau's 
Suncity Group Holdings. 

Meanwhile, Meleo Is under fi re in Cyprus, 
where European regulators two weeks ago 
reported thal staff at Melco's four interim 
casinos had Inadequate knowledge of 
money laundering risks, and urged Cyprus 
to block the opening of a new Meleo branch 

casino next month until it can "responsibly 
manage" the rtsk. 

Macquarie UniVcrslty honorary research 
fellow John Langdale told the inquiry that 
Cyprus had high rates of illicit financial 
activity ded to Russia, and even the 
Lebanon-based terrorist organisation, 
Hezbollah: ·1t's not for the faint-hearted." 

In Japan, Meleo is reported to be assisting 
police in their Inquiries lnto a wider bribery 

scandal, alter the group's Tokyo ollice was 
raided on January 20. 

Bcrg1n·s inquiry Is also starting to look at 
Australian regulators, with oounsel assist­
ing, Naomi Sharp. SC. asking some leadlng 
questions about regulatory capture. 

Rose savaged the 2016 NSW Casino Mod­
ernisation Review by consultant Peter 
Cohen. formerly head of the Victorian Com­
mission for Gambllng Regulation, which 
recommended further relaxing controls. 
adopting Victoria's risk-oosed approach 
and "lighc touch" regulation, citing the 
Braithwaitc's Pyramid model for oversight. 

Braithwaite's model of self-regulation 
might work for a tea house in Japan, Rose 
suggt'Sted, but "I don•t think this works for 
what I call a morally suspect industry, an 
lndusrry that, in fact, was illegal . . . There's 
too much cash." 

The inquiry Is stalled while it awaits a 
Supreme Cowt verdict on whether it can 
demand leg;illy privileged documents from 
Meleo. The issue could end in the High 
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Court, which would put off further inquiry 
hearings for months. But the threat this 
inquiry represents for Crown. and to some 
extent The Star. isn't going away. 

I don't want anyone to 
have the idea that it's 
like an adult Disneyland. 
I. Nelson Rose, gaming law expert 
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Stanley Ho and the ~--=-
Macau junket 
business he helped 
set up has been 
dogged by 
allegations of 
involvement with 
organised crime. 
PHOTO:AP 

Casinos are being 
put under t he 
spotlight in the 
Inquiry led by 
Patricia Bergin, SC. 
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Meleo must release secret files 
Sarah Oanckert 
Patrick Hatch 

Meleo Resorts has lost a legal bat­
tle and will be forced to hand over 
sec1·et company documents to the 
inquh-y into probity and licensing 
issues at James Packer's Crown 
Resorts, which had a partnership 
with the Hong Kong casino group. 

The NSW Court of Appeal yes­
terday allowed an appeal by NSW 
Attorney-General Mark Speak­
man after finding that Meleo could 
not resist the production of docu­
ments to the inquiry on the 
grounds oflegal professional priv­
ilege. 

The Court of Appeal found the 
judge who heard the matte1· in the 
Supreme Court of NSW had erred 

when she found the inquiry did not 
have the powers of a royal commis­
s ion to request documents from 
witnesses or entities of interest to 
the inquiry. 

"The court held that the pri­
mary judge erred in concluding 
that ... the Royal Commission Act 
did not confer a 'power or author­
ity' on a Commissioner, Vl'ith that 
section extending the general 
power t.o compel the production of 
documents to include the power to 
compel the production of legally 
privileged documents." 

The Court of Appeal instead 
found that the act explicitly con­
fin ned that "implicit correlative 
right or power in a commissioner to 
exercise compulsory powers un­
fettered .by claims of privilege". 

The NSW Independent Liquor 
and Gaming Authority (lLGA) 
launched an unprecedented inquiry 
last year to investigate l\llr Packer's 
sale of a 20 per cent stake in Crown 
to Meleo, as well as revelations by 
The Sydney Morning Herald, The Age 
and 60 Minutes that Crown went into 
business with figures linked to or­
ganised crime and money launder-

ing. 
Crown Resorts is building a 

$2.4 billion high-roller casino, hotel 
and luxury apartment tower at 
Sydney's Barangaroo, which is due 
to open early next year. 

The inquiry, by former Supreme 
Court Justice Patricia Bergin, SC, 
was set to begin public hearings on 
February 24 and was to have the 
same powers as a royal commission. 

But it was stalled after Meleo suc­
cessfully challenged this in the Su­
preme Cow1: after it bad refused to 
hand over nine documents reques­
ted as evidence because they were 
covered by legal professional priv­
ilege. 

The Court of Appeal ruling should 
allow the stalled inquiry to restart, 
though Meleo will have the right to 
appeal that ruling to the Higl1 Court. 
Meleo was contacted for comment. 

The inquiry intends to call Mr 
Packer and Meleo boss Lawrence 
Ho to give evidence as well as long­
standing Packer family lieutenants 
Guy JaUand and Michael Johnston. 

Melco's agreement in May last 
year to buy 20 per cent in Crown in 
two tranches of shares attracted the 
gambling regulator's attention be-

cause of a then-secret clause in 
Crown's Sydney casino licence, 
which bans any involvement from 
Meleo boss Lawrence Ho's father, 
Stanley Ho, and a list of associates 
because of alleged links to organised 
crime. 

The group, which has most of its 
business in Macau, last month tore 
up its deal with Mr Packer for the 
transfer of the second 10 per cent 
tranche of Crown shares, worth 
$880 million. Meleo said it needed to 
focus on its core Asian businesses, 
which have been negatively affected 
by the coronavirus outbreak, and 
announced it did not intend to fur­
ther increase its stake and would no 
longer seek seats on Crown's board. 

The hearings are expected to re­
start next week. 
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Show us the docs: New 
twist in Crown inquiry 
COMMENT 
Elizabeth Knight 

J 
usthowdesperateis 
l,awrence Ho to keep legally 
privileged documents 
relating to his company 

Melco's acquisition of Crown 
Resorts shares a secret? We will 
know if Meleo heads for the High 
Court - the only legal avenue 
remaining to keep them away from 
public glare. 

Facing the prospect of a 
commission of inquiry into, among 
other things, Melco's acquisition of 
9.9 per cent of Crown Resorts (and 
its proposed acquisition of another 
10 per cent) from James Packer, 
Meleo last month st.aged and won 
an !Ith hour Supreme Court action 
to prevent the inquir·y into 
demanding nine documents which 
were legally privileged. 

Yesterday, it lost an appeal from 
the NSW government to the full 
bench of the Supreme Court. 

10 per cents take -which is made 
worse by the carnage wrought by 
the corona";rus which has had a 
devastating impact on its casinos 
inMncau. 

Making matters worse, the value 
of Melco's holding in Crown has 
been falling in response lo lhe 
findings of the inquiry, the potential 
for stricter regulation of casinos in 
Australia and the general fall in 
equities markets amid mounting 
fears of a recession. 

Crown shares have fallen by more 
than a third since that deal was inked 
in May2019 at$13 per share. 

One of the most perplexing 
elements to the original deal is that 
neither Packer nor Meleo believed 
that :my regulatory pn.~approvuls 
were needed. 

This is one aspect the inquiry will 
be looking al 

At the time lhe original 
transaction was Ullnounced, the 
Crown board suggested it had no 
ptior knowledge of the deal, despite 
the fact that two Packer 
representatives sit on the Crown 
board. Adam Bell, cormsel assisting 
the NSW casino inquiry, said in l1is 

Continued Page 31 

PAGE 1 of 2 

So now, with the inquiry set to 
start again next week, it gets really 
interesting. 

There is a lot riding on this 
inquiry for both Packer and Ho -
neither of whom seem to want vast 
details of their transaction on 
public display. 

I New twist in Crown inquiry 

And the worst part of it is that 
the deal the two casino heirs 
struck in 2019 has in large part 

already come unstuck. So, getting 
under the hood of the original 
transaction is now redundant. 

Meleo was to increase its Crown 
stake to 19.9 per cent but has since 
pulled the plug on the second 
tranche and its ambitions to have 
Crown board representation. 

Thus it is stuck with a minority 

FromPage29 

opening submission in February 
the deal for Ho's Meleo 
International group to buy a 19.9 
per cent stake in Crown from 
Packer's private company CPH 
may have breached a condition of 
the gaming group's licensing 
agreement for its Barangaroo 
casino - which underlines the 
importance of the inquiry for 
Packer and Crown. 

(Having said that, no one 
seriously expects the regulators to 
pull Crown's Sydney licence.) 

But even before the share deal is 
investigated (set for later on) the 
course of the hearings to date and 
the direction of early witness 
teslimony suggest the regulatory 
framework could be subject for 
r"evicw. 

The use of junket operators -the 
people that organise everything 
from travel to arranging finance 
for the VIP clients- was squarely 
under the microscope. 

The hearing heard from one 
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expert witness, Paul Bromberg, 
who described bow junket 
operators were a necessary part of 
the VIP ecosystem and why "it's 
essential (for a junket operator] Lo 
have some relationship with a 
Triad group". 

In the main Australian 
jurisdictions, NSW and 
Queenslan d, junket operators are 
not required to be licensed. It is 
hard to imagine the NSW gaming 
regulator , the Independent Liquor 
& Gaming Authority, would go to 
all the trouble of holding an inquiry 
which finds nothing and 
recommends the status quo. 
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Crown inquiry in 
doubt due to clamps 
l>.\MO' Kl I 'LY 

The timetine for New South 
Wales' high-stakes inquiry into 
Crown Resorts has been thrown 
into disarray, with the next round 
of hearings delayed amid con­
cerns about potential spread of 
the coronavirus. 

lt comes as NSW courts roll 
out an extraordinary direction 
that only lawyers, defendants and 
court staff be allowed lo enter the 
court precinct - the first such 
directive in the country. 

The inquiry had been due to 
resume at IOam on Wednesday. 
with Crown putting its first rep­
resentative in the stand in a round 
of hearings scheduled to sit until 
March23. 

A courtroom victory had last 
week cleared the way for the 
NSW government's investigation 
to proceed after an llth-hour legal 
challenge by Crown Resorts. 

The inquiry's next steps are 
now pending announcement. 

Meanwhile, the James Pack­
er-backed Crown will extend its 
social isolation measures to its 
Perth casino, ensuring all casinos 
throughout Australia will be op­
erating at half their capacity due 
tothecoronavirus pandemic. 

On Monday Crown and rival 
Star Entertainment Group said 
they would keep gamblers apart 
by switching off every second 
electronic machine and by re­
stritting the number of players at 
gaming tables at their Melbourne, 
Sydney and Gold Coast facilities. 
This now includes Pert.h. 

Crown has also distanced seat­
ed table games and banned stand­
ing players at these games; 
restricted the number of players 
at each stand-up table game to 

14 

13 

12 

II 

IO 

t. KOWN $7.16 
Crown R~sorts 

closed down 11~ 
• 

2019 2Q 

Sourct" BloombcrR 

five; and limited the number of 
patrons in individual food and 
beverage, hanqucting and confer­
enl'e facilities to 450 people. 

Crown also announced on 
Tuesday that it would provide an 
additional 14 days of paid leaw for 
any of its employees - whether 
full-time, part-time or casual -
who are affected by coronavirus. 

"The additional leave is avail­
able to all employees who either 
contract coronavirus 
(COVID-19), or who have come 
into dose contact with a con­
tinned case. In addition, the leave 
will also be available to employ­
ees who are providing care to a 
member of their family as a 
consequence of coronavirus -
supplementing existing carer's 
leave policy," Crown said. 

On Tuesday SkyCity Enter­
tainment Group, which owns 
three New Zealand casinos, also 
introduced new social i,;olation 
measures by restricting the num­
ber of people at venues by turning 
off machines, reducing player 
numbers at tables, ramping-u1> 
cleaning services and putting out 
more hand sanitisers. 

Crown Resorts shares fell 1.7 
per cent on Tuesday to $7.16. 
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Essential service? Call for Crown casinos and polde 
venues to be shut during coronavirus outbreak 
Victoria's opposition asks why Crown Casino in Melbourne has exemption to restrictions 
as an essential service . Qantas criticised for standing down 20,000 workers without 
pay . Follow our latest Australia coronavirus biog for live news and updates 

Ben Butler 
Thu 19 Mar 202018.18 AEDT 

Casinos should be shut down during the coronavirus crisis , public health specialists and the 
Victorian opposition have said, with one expert telling Guardian Australia their continued 
operation were "an unnecessary risk to public health". 

Crown Melbourne and all other poker machine venues around the country should be dosed to 
slow the coronavirus outbreak, Monash University associate professor Charles Livingston e 
said. 

The Melbourne and Perth casinos operated by James Packer's Crown Resorts have exemptions 
from each state's health authorities to keep operating. 

Both venues have closed every second poker machine, but high-roller rooms and restaurants 
remain open. 

hltps://www.theguardian.com/world/2020/mar/19/crown-casinos-and·pokie-venues-should·be-shut-<luring-coronavirus-0utbreak·say-critics 1/4 
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Crown on Thursday said it would reduce the number of people allowed at any one time in its 
restaurants from 450, a number set only on Monday, to 100. 

And trade in high-roller rooms is understood to have been dramatically cut by international 
travel bans. 

But Livingstone, a sociologist and gambling researcher who has long been a critic of Crown, 
said the restrictions still left about 1,400 poker machines operating at the Melbourne casino. 

He and 10 other public health experts have written a letter to state health ministers and federal 
health minister Greg Hunt calling for all poker machine venues to be closed to slow the 
transmission of Covid-19. 

Poker machine buttons and screens were "sweaty, stinky and pretty horrible", he said. 

"The capacity of Crown to wipe down machines between users is virtually impossible:' he 
said. 

"Crown should be shut down now and so should all the pokie joints:' 

Victorian Nationals leader and state opposition gambling spokeswoman Steph Ryan said 
premier Daniel Andrews should explain why Crown "isn't required to follow the same 
restrictions as everybody else". 

"Even Nevada, USA, a state which is home to the casino capital of the world, has made the 
decision to shut down its casinos:• she said. 

"Daniel Andrews must tell us why Crown Casino does not need to comply with the advice 
provided to all other venues which have been instructed to limit patronage to less than 100." 

Crown is already under fire over a laundry list of allegations that are being investigated by a 
NSW public inquiry that has, itself, had its hearings postponed due to the virus crisis. 

The group's casinos employ 18,500 people, meaning closing them would deliver a savage hit to 
employment in Perth and Melbourne at a time when people are already being laid off due to 
the coronavirus pandemic. 

Crown is allowed to keep operating under an exemption provided by Victoria's chief health 
officer, Brett Sutton, which Guardian Australia understands is in writing. 

Andrews' office is yet to provide Guardian Australia with a copy of the exemption that was 
requested on Thursday morning. 

The premier did not answer directly when asked by reporters on Thursday how the casino 
qualified as an essential service. 

However he said the government was acting according to Sutton's advice. 

"The moment that advice changes, we will change the arrangements for them:' he said. 

"It's a unique space. 

"The chief health officer is confident that the arrangements that have been put in place are 
appropriate!' 

Since you're here ... 
https://www.theguardian.com/world/2020/mar/19/crown-casinos-and-pokie-venues-should-be-shut-during-coronavirus-outbreak-say-critics 2/4 
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... we're asking readers like you to make a contribution in support of our open, independent 
journalism. In these extraordinary times, when anxiety and uncertainty abound, the 
Guardian's measured, authoritative reporting has never been so vital. As 2020 ensues, we will 
remain with you, delivering quality journalism so we can all make critical decisions about our 
lives, health and security - based on fact, not fiction. 

You've read 23 articles in the last four months. We believe every one of us deserves equal 
access to accurate news and calm explanation. So, unlike many others, we made a different 
choice: to keep Guardian journalism open for all, regardless of where they live or what they 
can afford to pay. This would not be possible without the generosity of readers, who now 
support our work from 180 countries around the world. 

We have upheld our editorial independence in the face of the disintegration of traditional 
media - with social platforms giving rise to misinformation, the seemingly unstoppable rise of 
big tech and independent voices being squashed by commercial ownership. The Guardian's 
independence means we can set our own agenda and voice our own opinions. Our journalism 
is free from commercial and political bias - never influenced by billionaire owners or 
shareholders. This makes us different. It means we can challenge the powerful without fear 
and give a voice to those less heard. 

Your financial support has meant we can keep investigating, disentangling and interrogating. It 
has protected our independence, which has never been so critical. We are so grateful. 

We need your support so we can keep delivering quality journalism that's open and 
independent . And that is here for the long term. Every reader contribution, however big or 
small, is so valuable. Support the Guardian from as little as $1 - and it only takes a minute. 
Thank you. 

hllps:Jtwww.lheguardlan.com/world/2020/mar/19/crown-casinos·and·pokie·venues·should-be·shut-durfng·coronavtrus·oUlbreak-say-critics 3/4 
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Crown 
• casino 

• • 1nqmcy 
put on ice 
CLI (,Rf:l'\,lll..IT 

The NSW Independent Liquor & 
Gaming Authority will put its in­
vestigations into Crown Resorts 
into hibernation, much like the 
rest of the Australian economy, 
amid the corona,~rus pandemic 
due to health and safety concerns. 

The NSW regulator last Au­
gust outlined the establishment of 
the inquiry under into, among 
other things, the proposed sale of 
shares in Crown Resorts from 
James Packer's CPH Crown 
Holdings to Lawrence Ho's 
Meleo Resorts & Entertainment 
Limited, a Hong Kong-based ca­
sino operator, through a suhsidi­
ary. 

At stake in the probe is Crown 
Resorts' fitness to hold its high­
rollers casino licence at Sydney's 
Barangaroo, which is due to open 
its doors next year. 

Under the sale agreement 
struck last year between fong­
time business partners Mr Packer 
and Mr Ho, the Asian business­
man's Meleo Resort~ paid $880m 
for an initial 9.9 per cent stake in 
Crown, with the original plans to 
li ft that to 19.9 per cent for an­
other $880m. 

However, the coronavirus 
panclomic and global share­
market turmoil helped kill off the 
second tranche of the deaf and 
later Crown's casinos in Mel-

bourne and Perth turned into 
ghost towns as state governments 
ratcheted up social distancing 
laws and forced the shutdown of 
licensed venues and pubs. 

In February Meleo walked 
away from its plans to double its 
investment in Crown Casino, a 
transaction which is subject to the 
inquiry by the NSW gaming regu­
lator, the Independent Liquor & 
Gaming Authority, which had 
only recently kicked off its hear­
ings. 

But now that inquiry is on ice. 
The Independent Liquor & 

Gaming Autho1ity announced 
the work of the casino inquiry will 
be deferred in the current context 
of the COVID-19 epidt!mic, until 
it is considered safe and practi­
cable for all public aspects of the 
work to resume. 

"This decision rollows careful 
consideration of the current 
COVID-19 situation, common­
wealth and state government ad­
vice and restrictions," the 

authority said in a statement. 
"The inquiry and it~ public hear­
ings will resume promptly as soon 
as circumstances allow. Any up­
dates regarding this and future 
timings will be announced pub­
licly once determined. 

"Notification of this has been 
made to all entities authorised to 
appear at the inqu iry." 

While the share sale agree­
ment triggered the 1irobe, the in­
quiry had a lso planned to 
examine the circumstances 
around the October 2016 arrests 
of more than a dozen staff in 
China. 

The timefine for NSW's in­
quiry into Crown had a lready 
been thrown into disarray in mid­
March, with the round of hear­
ings delayed amid concerns about 
potential spread of the cornnavi­
rus. It came as NSW courts rolled 
out an extraordinary direction 
that only lawyers, defendants and 
cou1t s taff be a llowed to enter the 
court precinct - the first such 
directive in the country, 

By the end of March casinos 
around the country, including 
Crown, were closing g.iming 
floors and standing down staff. 
Crown Casino effectively dosed 
its casinos in Melbourne and 
Perth, threa tening the jobs of 
more than 12,000 staff, while The 
Star Entertainment Group stood 
down 90 per cent of its 9000 staff 
and slashed operating expenst'S 
to preserve cash as it waited for 
the health crisis to pass. 

'This decision 
follows careful 
consideration of 
the COVID-19 
situation' 

CRW.502.003.2509 

PAGE 1 or1 

TH~ 1N llt-:l'E:N 0£1\'T l.IQUOK 
&. GAMING AUTHORITY 

$7.49 
14 

12 

10 

Cl'.0.V 

/\ug l9 Decl9 Apr20 

Source: Btoomb~rg 



~isentia Australian Financial Review, Australia 

30 Apr 2020, by James Thomson 

General News, page 1 - 661.00 cm' 
National - circulation 38,015 (MTWTF--) 

Licensed by Copynqht Af;ency 
You may only copy or 
comt111J,Ml"AlQ this worl< wah 3 
ht:eote. 

Ho's Crown 
exit deals 
Blackstone 
into game 

James Thomson. Anthony Macdonald 
and Sarah Thompson 

The dramatic end to Lawrence Ho's 
investment in Crown Resorts has 
opened the door for US investment 
gianc Blackstone to dust off previously 
abandoned plans to split Crown's valu­
able property assecs Into a separate 
vehicle worth as much as $4 billion. 

Crown con fi m1ed yesterday that 
Blackstone had paid $552 million for 
the 9.99 per cent sr-<lkc held by Mr Ho's 
Meleo Resorts. 

It is less than 12 months since Mr Ho 
spent $880 million to buy that stake 
from fonncr business partner and 
close personal friend James Packer in 
June2019. 

But while Mr Ho had agreed to buy a 
second 9.99 per cent stake from Mr 
Packer, and declared he wanted 10 own 
even more or Australia's biggest casino 
company, the coronavirus has ended 
his ambitions of becoming a major 
player in Australia's casino sector and 
left him nursing a huge loss. 

Mr Ho's exit also spares him the 
ordeal of being scmtlnised by a NSW 
gaming inquiry, which was looking 
into his purchase or Crown shares and 
the Sydney casino licence held by the 
company. 

It leaves Mr Packer with a 36 per cent 
scake in Crown and pinning his hope 
on the success of his Barang-.iroo casino 
in Sydney, which is due to be com­
pleted in December. 

All 41 casinos in Macau were shut in 
February as COVID-19 swept through 
China. Mek:o's two casino resorts re­
opened in late March, but Macau's bor­
der remains effectM:ly dosed to tourists. 
with a 14-day mandatory quarantine 
period enforced. 

Gaming revenue In Macau plunged 
almost 80 per cent In March and Hong 
Kong-based Bernstein analyst Vitaly 
Umansky said h~ exp<.'Cted a 95 per 
cent fall in April. 

Mr Ho abandoned his plans to 
Continued p18 
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Ho's Crown exit deals 
Blackstone into game 
proceed with the purchase or a second 
tranche of Crown shares in February, 
and said later that month Meko's own· 
ership of its existing stake in Crown 
was under review given the turmoil in 
Macau. 

Mr Umansky. who pointed out Mr 
Ho's losses were even greater in US dol· 
Jar terms given the Australian dollar 
has weakened substantially In the last 
year, said it was no surprise that Meleo 
had chosen to "move on, get the cash in 
the door and focus on Macau·. 

Meleo said in a statement to the Hong 
Kong Stock Exchange that ft had sold out 
"to faciUtate its oore operations (ind ud­
~ ~tions in Macau. the Phlhppines 

and Cyprus] and to 501.'llglhcn the bol· 
anoe sheet or Meleo Rcsons during the 
recent COVJD.19 pandemic". 

Several local investors speculated 
that Mr Ho may have also been 
deterred from investing In Crown due 
to the intense spotlight plact'<l on the 
deal through a public ln~uiry by the 
NSW government's Independent 
Liquor and Gaming Authority (lLGA). 

But sources In the Meleo camp said 
Liquidity, not scrutiny, was Melco's only 
concern. 

A spokesman for the ILGA inquiry 

said it "will be giving consideration to 
[Melco's] announcement and any 
adjusonents that may be necessary 
regarding the ongoing wori< or the 
inquiry". which was dererred earlier 
this month due to COVID-19. 

It is understood Mr Ho made a cour­
tesy call to Mr Packer. who ls in the US, 
before the deal was confirmed by 
Crown yesterday morning. 

While Melco's sale would appear to 
further dampen Mr Packer's hopes or 
reducing his sL1ke In Crown to diversify 
his interests. lnve~l'ors cheered Black· 
stone's investment given its reputation 

and its strong ex1sdng interest in casino 
properties. 

Crown shart'S dimbed 10.9 per cent 
to close at $954. a four-week high. 

"Having an interested investor that 
has a View on the value of the propeny 
is probably a good thing.· one major 
shareholder said. 

-You 'Ve go< to look past the next six 
months with COVID·19 and thar's 
obviously what these guys are pre­
pared to do." 

Blackstone, which manages $US538 
billion ($824 billion). declined to com· 
ment The deal was led by the firm's 
head of real estate acquisitions for Asia. 
Nan Miyasaki. 

But Wilson Asset Management port· 
folio manager John Ayoub said the US 
investment giant understood the value 
of casino properties. which are typic-

ally located in high-traffic hotspots and 
seen by governments as crucial infra­
structure. 

While the shut.down of Crown due to 
COVID-19 health measures had seen its 
share price fall 27 per cent since the 
market's recent peak on February 20, 
Mr Ayoub said prices of privately held 
property have noi fallen nearly as 
sharply.and Blackstone may have spot· 
ted a bargain. 

"Blackstone has got rorrn. They've 
done this several times over the years 
and they're quite shrewd.'' he said. 

Jn January. the Blackstone Real 
Estate Income Trust paid $US4.6 bil­
lion for the underlying property of two 
casino hotels In Las Vegas, the MGM 
Grand and the Mandalay Bay. 

The crust also holds the underlying 
property of the Bellagio in Las Vegas, 
purchased lasl year for SUS4.25 billion, 
and The Cosmopolitan, where it also 
owns the operating rights. 

Mr Ayoub said Blackstone may see a 
similar chance lo split off Crown's 
property portfolio. 
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CASINOS Stake sold for $328m loss 

Meleo makes 
full retreat 
from Crown 
Patrick Hatch, Nick Toscano 

Hong Kong gaming tycoon Law­
rence Ho has sold his stake in 
Crown Resorts, ending a dis­
astrous year-long attempt to gain a 
foothold in Australia's casino in­
dustry and raising speculation 
about future bids for the James 
Packer-backed company. 

Almost a year after Mr Ho's 
Meleo Resorts bought into Crown, 
Meleo this week sold its 9.99 per 
cent stake to American private 
equity firm Blackstone at a loss of 
nearly $330 million. 

Meleo last year agreed to buy a 
20 per cent stake in Crown from 
Mr Packer for $1. 76 billion but only 
half of that changed hands, u~th 
the second tranche of shares put 
on hold after a NSW inquiry began 
probing whether Meleo's involve­
ment violated the conditions of 
Crown's Sydney casino licence. 
The inquiry is also exploring revel­
ations that Crown went into busi­
ness with Asian crime-linked tour 
companies as part of an aggressive 
push to attract ultra-dch Chinese 
high-rollers to its Australian ven­
ues. 

Mclco's decision to sell out at 
$8.15 a share compared to the $13 
purchase price in June last year 
meant Meleo took a $328 million 
loss. 

Meleo's decision to exit Crown 
comes amid a deep cost-cutting 
drive as the co1·onavirus crisis in­
flicts enormous pain across the 

casino sector in Melco's main Asi­
an markets, gaming analysts said 
yesterday. Forcing the temporary 
closures of gaming rooms across 
Macau and confining top~nd gam­
blers to their home countries, the 
pandemic has so far caused an es­
timated plunge in gambling reven­
ue of more than 80 per cent in the 
region. 

Macquarie analysts noted re­
ports that Mr Ho had circulated a 
memo citing "devastating" busi­
ness conditions due to coronavirus 

that could stretch into 2021. Mr Ho 
would not draw a salary for the 
year, the memo said, and there had 
been a clear-out of nine executives 
from the company's senior ranks 
including across gaming opera­
tions, retail and marketing. 

News of Meleo's withdrawal 
from Crown Resorts yesterday has 
renewed speculation about a fu­
ture takeover play for the company 
potentially by Blackstone - which 
some market insiders suggested 
could seek to split off Crown's 
property portfolio - or by an inter­
national casino giant, given there 
was no longer the risk of Meleo 
"being a blocker" to any takeover 
transaction. 

Mr Packer has previously indic­
ated his willingness to sell his 
36 per cent holding in Crown dur­
ing since-aborted talks with Las 
Vegas casino giant Wynn Resorts 
in April last year. 

A spokeswoman for the NSW In­
dependent Liquor and Gaming Au-
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PAGE 1of2 



~isentia 

L censed by Copynght Agency. 
You may only copy or 
communicate this work with a 
licence 

•n.,... .1 
~ Age, Melbourne 

~
~ ""'""'....-.-.- 30 Apr 2020, by Patrick Hatch Nick Toscano 

Business News, page 24 - 348.00 cm• 
Capital City Daily- circulation 69,863 (MTWTF--) 

ID 1268449390 BRIEF CRWNILGA INDEX 1.2 

thority inquiry into Crown - which 
began in January but was bas been 
put on hold because of the pandem­
ic - yesterday said it would be con­
sidering what adjustments would 
need to be made to the terms of the 
investigation. 

The inquiry was to examine if 
Meleo was an appropriate com­
pany to be involved in Crown's new 
casino under construction at 
Barangaroo, and if Crown's licence 
was breached when Mr Packer 
agreed to sell some of his shares to 
Meleo. Mr Ho's father, Stanley Ho, 
and a string of related parties are 
banned from involvement in the 
casino because oflong-standing al­
legations of links to organised 
crime. Lawrence Ho has always in­
sisted his business is not connec­
ted to his father. 

Meleo received a $20 million di­
vidend from Crown two weeks ago 
when the company decided to pro­
ceed with shareholder payments 
even as it stood down most of its 
staff without pay due to the coro­
navit'US forcing it to shut its gam­
ing ftoors, restaurants and bars. 

Crown's shares closed up almost 
11 per cent at $9.54. 

CROWN RESORTS 
Share price 
$9.80 

9.40 

9.00 

8.60 • 8.20 __________ _ 

Thurs Frl Mon Tues Wed 

SOURCE, BLOOMBERG 

Hong Kong casino mogul Lawrence 
Ho and James Packer. PhOto: AP 
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Gaming authority 
pushes on with probe 
.IAREI> 1.Y/\iCI I 

Two billionaires may have dodged 
a bullet but they haven't skipped a 
bath. 

The Australian understands 
that Hong Kong Tycoon Law­
rence Ho and the man he calls his 
"brother", James Packer, are yet to 
be officially called to appear before 
the NSW regulators' high-stakes 
inquiry into Crown Resorts. 

And if they haven't received a 
call to be grilled before the inquiry 
by now, it is unlikely that they ever 
will, following Mr Ho's decision to 
sell his 9.9 per cent stake in Crown. 

Mr Ho had originally planned 
to acquire a 19.9 per cent stake in 
Crown from Mr Packer's private 
investment vehicle Consolidated 
Press Holdings for about $1.76bn 
over two tranches. 

The NSW Liquor& Gaming in­
quiry, among many things, was 
tasked with examining whether 
the planned buyout of the Crown 
stake by Mr Ho's Meleo raised 
probity issues. And at stake was 
Crown suitability to hold a licence 
for the $2.4bn Crown Sydney de­
velopment in Barangaroo. which 
is due to open in December. 

8ut Mr Ho, wbo walked away 
from buying his second tranche of 
shares from Mr Packer in Febru­
ary - resulting in $880m in op­
portunity cost for the Australian 
billionaire-has now disappeared 
completely from Crown's register 
after selling bis 9.9 per cent hold­
ing to private equity giant Black­
stone. 

The deal, priced at $8.15 per 
share, wiped more than $300m off 
Mr Ho's Crown investment. But it 
also ended any need for NSW Li­
quor& Gaming to order him to ap­
pear before its inquiry, which the 
regulator t'Onfirmed will still go 
ahead once the coronavirus pan­
demic passes. 

It is the latest instalment in the 
drama surrounding the inquiry. 

First there was Mr Ho's deci­
sion to not proceed with acquiring 
another 10 per cent stake in Crown 

from Mr Packer. He cited thecoro­
navirus, which had shut down 
Macau's entire casino industry for 
much of January and half of Feb­
ruary, costing billions in lost in­
come for the Asian gaming 
powerhouse. 

Mr Ho said he wanted to focus 
on his core markets in Macau, The 
Philippines and Cyprus as well as 
Melco's efforts to win a Japanese 
gaming licence, rather than pursue 
plans to expand his casino empire 
to Australia. 

If that was not enough, he dou­
bled down on his decision, lobbing 
an !Ith hour challenge to the NSW 
gaming regulator in an attempt to 
derail the inquiry, claiming the 

regulator was overstepping its 
powers. But the regulator was un­
deterred, with a spokeswoman 
saying at the time the inquiry 
would still proceed. 

The legal challenge appeared 
to succeed, with the Supreme 
Court siding with Meleo. But the 
victory was short-lived. 

The NSW Supreme Court of 
appeal overturned the landmark 
judgment that limited the powers 
of the inquiry into Crown's casino 
operations after finding the judge 
"erred" in her decision. 

Three appeal judges found that 
NSW Supreme Courtjudge Chris­
tine Adamson had misread the rel­
evant legislation with her ruling 
the inquiry did not have the full 
powers of a royal commission. 

And so the show rolled on until 
coronavirus halted it in March. 
The gaming regulator has now de­
ferred the inquiry until after the 
COVI D-19 pandemic passes or it is 
safe to resume hearings. It noted 
Mr Ho's decision to sell out of 
Crown and will make the necess­
ary adjustments to the inquiry. 

It is the latest 
instalment in the 
drama surrounding 
the inquiry 
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Ho does his bro a big favour on the way out with share sale 
D.\~10\i Kl l'\IEY 
ANALYSIS 

Lawrence Ho has given his 
billionaire Australian friend, the 
man he calls "a brother", a farewell 
present worth over $200m after 
quitting the share register of 
Ja mes Packer's Crown Resorts. 

Crown shares on Thursday 
dosed almost $1 higher, seemingly 
on speculation that the buyer of 
Ho's stake, global private equity 
giant Blackstone, may want to buy 
more of Crown and even make a 

takeover bid for the company. The 
share price surge has boosted 
Packer's paper wealth by over 
$200m after a coronavirus-in­
spired slump in the Crown share 
price over the past six weeks, but 
the billionaire is a~ intrigued as 
anyone about the future inten­
tions ofBlackstone. 

The US group reported a 
$US1.lbn net loss for the lirstquar­
ter compared to a $US481m profit 
in the first quarter of 2019 after 
making whatit called "meaningful 
markdowns" in its hotel and retail 
assets, which comprise about 15 

per cent of its global portfolio. But 
at its results the Stephen Schwarz­
man-led group stressed it still had 
about $US152bn left in "dry pow­
der" orcapital. toinvest in new op­
portunities, meaning the $550m 
investment in Crown is a mere 
drop in the ocean. 

Blackstone may view its Crown 
stake a~ a mere passive invest­
ment, but given the US group's 
track record that is unlikely. 

What most interests Black­
stone is Crown's high-end casino 
properties in Melbourne, Perth 
and soon-to-be Sydney, under-

scoring that it sees value in prop­
erty assets that the market is 
dramatical! y underpricing. 

Amid the coronavirus turmoil, 
publicly traded assets are trading 
at far lower multiples than un· 
listed assets, providing great value 
for those prepared to take the 
plunge and invest. 

Perhaps Blackstone is keen to 
revisit the plans by Crown an· 

nounced in 2016, which were sub­
sequently shelved. to spin off the 
hotels into a new trust to create a 
listed vehicle holding over $2bn 
worth of property. 

However, such a tran~adion 
would be difficult to contemplate 
for some time given the crushing 
impact of the coronavirus pan­
demic on Crown's operations, 
which are virtually on care and 
maintenance for an indefinite pe­
riod. 

While Crown's Perth property 
will certainly re-open before Mel· 
boume, both openings are sure to 
be staggered over an extended pe­
riod. 

The next key date in the fate of 
Crown Melbourne comes on May 

Co111i11ued on Page 20 
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Ho does his bro a big favour on the way out of casino 
Continued from P"gc JJ 

II when the closure direction from 
the Victorian chief health officer in 
place for the gambling noor, food 
and beverage and convention op· 
erations expires. 

And the question remains 
when the nation's bordeTs will re­
open again for VT P gamblers. 

Blackstone may also want to 
make a takeover bid for Crown, 
given Packer has indicated over 
the past year that he is a seller at 
the right price for his 36 per cent 
shareholding. 

He was prepared to sell to 
Wynn Resorts last year at a price 
over $14 per share before the deal 
collapsed and then agreed lo sell 
20 per cent of his stake to Ho for 
$13. 

Packer would be a highly un· 
likely seller at prices much below 

that mark but if the Crown share 
price was pushed back towards the 
$13 mark by takeover speculation 
he may think differently. 

However his hands would be 
tied until the NSW govt.mment 
concludes its inquiry into Crown 
Resorts, which has been indef>. 
nilely delayed because of the COt'O-

navirus pandemic. Whal will be 
left of the inquiry when it resumes 
remains to be seen, given there is 
now no reason to be investigating 
Ho and his network of companies 

given he has apparently aban· 
doned his Australian ambitions. 

But you would expect the in· 
quiry would be interested to know 
Blackstone's ambitions for Crown, 
given it would need to pa....s probity 
to increase its interest beyond 9.9 
percent. 

The inquiry would also have no 
reason for not continuing its probe 
into Crown's alleged links with or­
ganised crime figures and junket 
operators allegedly involved in 
money laundering. 

One outcome could still be a 
new national body that licenses 
junkets operating in Australian ea· 
smos. 

Blackstone is no stranger to the 
casino industry. 

It bought the Cosmopolitan ea· 
sino and resort in 2014 for $1.7bn 
but reportedly was looking for 
buyers for the asset last year. 

Earlier this year, Blackstone's 
real estate investment trust div· 
ision also announced a $US4.6bn 
joint venture with MGM Growth 

Properties on the MGM Grand 
and Mandalay Bay resorts in Las 
Vegas. 
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Certainly its entry to the Crown 
share register adds another chap­
ter to the intrigue and controversy 
that has engulfed the Australian 
casino group and its major share­
holder over recent years. 

Packer won't be happy to see 
Ho go, given the friendship the 
two have rekindled over the past 
two years following the horrors of' 
Crown's exit from Macau in 20!6, 
and Ho is said to be keen to keep 
the lines of communication open 
between tbetwo billionaires. 

But llo has certainly done his 
rrientl a favour on his way out by 
giving a well-needed boost to the 
Crown share price. 

In the process he has also likely 
diluted the further damage that 
could have been caused lo Crown 
by the NSW inquiry ahead of the 
opening of $2.4bn Sydney casino 
project - Packer's long-held 
dream - later this year. 

l ~'\WTence Ho and James P..icker 
JONATHAN NC 
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Packer backs Blackstone's entry 

American private equity giant 
Blackstone has declared its desire 
to be a helpful and constructive 
shareholder of Crown Resorts, 
after being welcomed to the share 
registerofthe gaming group by its 
major shareholder .James Packer. 

It is understood that Mr Pack­
er made a courtesy call to 
Blackstone's president and chief 
operating officer Jonathan Gray 
on Wednesday in America, after 
the US group seized a 9.9 per cent 
stake in Crown from Hong Kong 
billionaire Lawrence Ho. 

Mr Gray, who was promoted 
to his role two years ago as a suc­
cessor to chief executive Stephen 
Schwarzman, in response emph­
asised Blackstone's position as a 
value investor in Crown like any 
institutional shareholder. 

While the Australian billion­
aire has had littletodowith Black­
stone in his business career, he is 
beli~>Ved to view Blackstone's in­
vestment as a positive for Crown, 

endorsing the underlying value of 
the company's assets. 

While the Crown inve.~tment 
was made by a Blackstone entity 
known as Midnight Acacia Hold­
ings, it is expected to be housed in 
one of Blackstone's real estate 
funds. 

Blackstone was one of several 
parties that held talks with Mr 
Packer's private company Con­
solidated Press Holdings in 2015 
about partnering in a potential 
privatisation of Crown, when it 

was chaired by former investment 
banker Robert Rankin and Mr 
Packer had left the board. 

Rival private equity firms TPG 
and Apollo, as well several Can­
adian pension runds, also held 
talks before CPH engaged in the 
most serious discussions with the 
Brian Powers-chaired private eq­
uity group Hellman & Friedman. 

The deal did not proceed and 

two years later Hellman & Fried­
man made a $2.9bn takeover ap­
proach to Fairfax Media, which 
also failed. 

Blackstone is already a casino 
investor, owning the Cosmopoli ­
tan casino and the property assets 
of MGM Reso1t's Bellagio casino, 
both on Las Vegas'sfamed strip. 

Crown shares closed another 
3.7 per cent higher at $9.89 on 
Thursday, adding to their 11 per 
cent gain on Wednesday amid 
speculation Blackstone may seek 
to engineer a restructure of 
Crown to release value from the 
group's ~·ubstantial property port­
folio. 

Continued on Page 17 
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Packer welcomes Blackstone moving into Crown 
Continued (rom Page 13 

However Crown remains cu1·­
rently focused on when and how 
its operations will emerge from 
the coronavirus crisis lockdown 
and the inquiry by the NSW Inde­
pendent Liquor and Gaming 
Authority into its operations, 
which could redraw the casino 
regulatory landscape in AtL~tralia. 

Bernstein analyst Vitaly 
Umansky said Blackstone was a 
long-tenn, patient investor which 
normally invested in casinos as a 
property play rather than seeking 
to become a gaming operator, de­
spite being licensed in Nevada. 

"I think definitely there is a real 
estate angle in Blackstone's view 
here, that's where the value lies 
and I think the cheapness of the 
Australian dollar played a role," 
Mr Umansky said. 

"So I think they want a seat at 
the table to be able to strategically 
push the company in a direction to 
potentially create a real estate ve­
hicle." 

Mr Umansky said it was also 
possible that Blackstone may seek 
to buy Crown's property assets 
outright "They may try to buy all 
of it. It may not be a separation, it 
might just be a sale, maybe not of 
the company itself but of its real 

esta te assets." Citi analyst Bryan 
Ramond said Blackstone's ap­
pearance on Crown's shareholder 
register has increased the likeli­
hood of a property demerger, 

based on the private equity 
group's recent US transactions 
with MGM and its listed REIT. 

"While Blackstone's intentions 
remain to be seen, the recent US 
experience and press reports indi­
cating that the real estate team is 
handling the purchase seem to 
support our view. 

"If a similar structure is pro­
posed to Crown's mooted demer­
ger in 2016, then the operating 
company will remain listed as is, 
with Crown potentially holding a 
minority stake in the property 

company." he said. In June 2016, 

Crown outlined plans to split itself 
up by creating a separate listed en­
tity to bold its international opera­
tions, including its 27 per cent 
stake in casino business Meleo 
Crown, which operates in the 
struggling Macau market. 

It also nagged creating a listed 
property trust that would own 
Crown's Australian hotels, ex­
cluding its Melbourne flagship 
Crown Towers. 

But Crown ditched those plans 
in December 2016, abandoned it~ 

planned Las Vegas development 
and trimmed its multi-billion-dol­
lar holding in Meleo Crown, 
which operates casinos in Macau. 

Citi valued Crown's property 
portfolio. which includes its flag­
ship Melbourne gaming precintt 
and soon to be opened Sydney ca­
sino in Barangaroo, at $5.6bn, 
based on a 7.35 per cent capitalis­
ation rate and base ren t of$410m. 

However Crown would be un­
likely to support such a deal with 
such hefty rental payments until 
its operations rebound from the 
coronavirus shutdown and the fu­
ture of its Crown Sydney project 
becomes clearer. 

Bernstein's Mr Umansky said 
there was an opportunity for 
Blackstone to increase its Crown 
stake, after Lawrence Ho aborted 
his plans to raise his shareholding 
Crown to 20 per cent by acquiring 
another 10 per cent stake of Mr 
Packer for $880m. 

'The fact that Packer has made 
it crystal clear that he wants out 
means that you have a large block 
of equity, a willing seller on the 
table, and the fact that Meleo basi­
cally said 'we're out' puts another 
block of shares on the table," he 
said. "We could see a massive 
transformation of Crown over the 
next two years as a result of this." 

'We could see a 
massive 
transformation of 
Crown over the 
next two years' 
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When rumbles from Down 
Under start impacting China, 
no other State feels it more 

than WA. Paul Murray reports 

H
IGHin an 
observation 
gantry at a 
Chinese 

steel p lant, an Australian 
political k'3der is being shown 

what happens to the massive 
amounts or iron ore being 

shipped from his home State. 
Down below. red hot sheets of 

meta l are being spat out from a 
furnace and shot down the conveyor 

belt at an amazing speed. 
They sizzle and hiss as they skid 

past 30m below but the premier 
can still reel 1he heat on his 
cheeks as he gets the grand 
diplomatic tour of the 
steelworks. Behind him, his 
senior bureaucrat, a veteran 
operator who previously 
advised prime ministers at the 
pointy bit or Canberra's 
power elite. trails along deep 
in his own thoughts. 
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As the party reaches the 
end of the rolling mill, 
there is a display chart 
explaining in graphic 
form the process they 
just witnessed 

It starts with a 
Pilbara iron ore mine 
and ends with the 
steel plate being 
turned into a 
Chinese aircraft 
carrier. bristling 
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with weapons 
"We'd better 

hope thei.e 
people are 
friendly," sighs 
the veteran 
bureaucrat, 
only half 
joking. 

It's 2009 and the world is 
recovering from a contagion of 
another kind, the Global Financial 
Crisis. 

The premier is Colin Barnell, on 
his fir~t official visit to WA's most 
important trading partner, whose 
insatiable demand for our iron ore 
has cushioned the crushing effects 
of the crisis. 

The bureaucrat is Peter Conran, 
head of the Department or Premier 
and Cabinet. as tough and canny as 
poUllcal operators come. 

And I was standing next to him 
when he \lttered those words, in the 
final week of an assignment in 
China with photographer Kerry 
Edwar<.ls. to bring out a 40-page 
magaiinc on our bilateral 
relationship, 

We called the project, Riding the 
Dragon, an attempt to plumb where 
the joint destinies of the two nations 
were head~. 

At that time, China had not 
starte<l flexing ils muscles in the 
South Chi11a Sea. Australia had not 
allowed American Marines to 
operate from the Northern Territory 
and our aid dollars bought 
unparalleled inHuence in the Pacific 
Islands. 

So in 11 years, much has changed. 
It has taken another crisis over 

the Chinese origins of a pandemic to 
push Australia's relationship to a 
dangermts poinl, but it has never 
been plain sailing since Gough 
Whitlam opened it up in 1972. 

This is how the preface to the 
magazine started: "Several month~ 
ago, riding the dragon seemed like a 
good phrase to describe Australia's 
protitahlc, hut somewhat difficult, 
relationship with China. 

" It didn't take long to find out 

what an uncomfo1table ride it can 

BRIEF CRWNILGA INDEX 1.1 

be, trying to keep a hold on this 
modern economic marvel. 

"Two days into a three-week trip 
to try to make sense of the liaison, 
the paradox of modern China 
emerged in internal riots that left 
more than 150 dealt. 

·'Riding the dragon suddenly 
became not only uncomfortable, but 
also dangerous." 

Those riots in Xinjiang province's 
capital were between Uighur 
Muslims and Han Chinese and 
represent an ongomg episode of the 
nation's worst fear: internal conflict. 

For many Australians, what 
China sees as quelling home-grown 
terrorism, they sc~ as the inherently 
repressive nature of' the Communist 
Party-controlll!<I Stale. 

As recently as last year, the 
Morrison Government upset Beijing 
when Foreign Minister Marise 
Payne called for the release of one 
million Uighurs from arbitrary 
detention. 

China retaliated by banning visits 
by several government MPs. Scott 
Morrison still has not visited China 
as Prime Minister, with Malcolm 
Turnbull's tour in September, 2016, 
the most recent. 

So, much has changed. But much 
hasn't 

Within a week of arriving in 
China in July, 2009, we saw another 
face of om difficult relationship. 
Stern Hu, an Australian working as 
an iron ore trader for Rio Tinto in 
Shanghai, was arrested with three 
Chinese coUeagues on charges of 
commercial espionage and accepting 
bribes. 

We were in Shanghai for 
arranged mterviews for the 
magazine, but got sent by the 
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newspaper to the mining company's 
offices to cover the breaking news 
story and find thejail in which Hu 
was being held. 

We got nowhere, but we learned a 
lot about the system that we would 
not otherwise have uncovered in our 
interviews. 

Hu was not the last Chinese-born 
employee of an Au~tralian business 
to be jailed in questionable 
circumstances when their 
commercial activities crossed an 
unseen line with Beijing. 

Three Australians and more than 
a down Chinese staff from Crown 
were arrested in police raids across 
four citi~ in October, 2016, and 
charged with gambling promotion 
offenco aner an ideological 
crackdown on the country's 
notorious high rollers. 

I'm reminded of lhe words of 
Australian lawyer Seamus Cornelius. 
who had bt!t!n in China since 1993, 
when J interviewed him in his 
Shanghai office. 

Cornelius said Chinese people 
had plt.'nty or frc:edom, particul~riy 
in business. as long as they d1dnt get 
mixed up in politics. 

"One thing I've learned in China 
is that the politics of the place and 
the people who run the place ~re 
constantly focused on what is 111 

China's self-interest," 
Kalgoorlie-born Cornelius sai~. 

"There is nothing wrong with 
Australia taking the same approach. 
China understands ~elf-interest and 
expecL~ it. we shouldn't be ashamed 
aboul it." 

M orrb?n ilas n~~ appa~enlly 
infunatctl Bc1Jmg again 
with calls ror an 

international inquiry into the origins 
ofCOVID-19. 

Thdt is a completely 
unremarkable position for an 
Auslrdlian leader to take in the face 
of the massive disruption the virus 
has caused our society. 

And 1t sc:ems to be completely m 
hne with not only the sentiments of 
avemge Au'>lralian~ •. but .the 
concerns of those scientists tasked 
with fighting the diseai;e._ 

But il has been met with a 
mixture of stony indifference by 

Chinese authorities at home and 

intemperate comments by the . 
country's top diplomat in Austraha. 

One analysis or this stand-011 
would be that everyone is playing 
their regular roles. This can be a bit 
of a game. . 

In an interview last Monday with 
The Australian Financial Review, 
Ambassador Cheng Jingye 
threatened a Chinese consumer 
boycott of students and tourists 
visiting Australia. . . 

aThe 0 1inese pubhc IS frustrated, 
dismayed and tlisappointed with 
what Australia is doing now." Cheng 
said. 

.. I think in the long term .. . 1f the 
mood is going from bad to worse, 
people would think 'Why should we 
go to such a country that is not so 
friendly to China?' The tourists may 
have second thoughts. 

~The parents of the stude~ts 
would also think whether this place 
which they found is not so friendly, 
even hostile, whether this is the best 
place to send their kids here. . 

" It is up to the people to decide. 
Maybe the ordinary people will say. 
'Why should we drink Australian 
wine? Eat Australian beef?"' 

rt was fairly standard fare from 
Cheng, who has been consistently 
outspoken on contro~ersial m~tt~rs 
since his arrival here m 2016. China 
sent a bower boy when it thought it 
needed one. 

Jn a transcript of the 40-minute 
interview the Embassy posted 
online, Cheng denied the v.irus 
originated in China and said any 
inquiry was a matter for scientists, 
not politicians. 

"This is not their business," Cheng 
said. "Jn summary, l think what~c~ 
the initiative or proposition is .. . 1t 1s 
in essence political manoeuvring. 
Since it is politically driven, it bas g~t 
little international support and it will 
lead to nowhere." 

And for an idea of how this plays 
out in China, the editor of the 
State-<1wned Global Times . . . 
newspaper, Hu Xijin, was exphc1t.111 
a post on the Chinese SOC1al media 
platform, Weibo. 

"A fler the epidemic, we need to 
have more risk awareness when 

doing business with Australia and 
also when we send our children to 
study there," Hu wrote. 

"Australia is 
always there, 
making trouble. 
It is a bit like 
chewing gum 
stuck on the sole 
of China's shoes. 
Sometimes you 
have to find a 
stone to rub it 
off." 

It is not the first 
time insults like 
this have been 
hurled at Austraha, 
but what we've seen 
in the past is that it 
can take a long lime 
for them to be 
forgotten. On both 
sides. 

So into the middle 
of this mess last week, in 
waltzes iron-ore mogul 

Andrew "Twiggy" Forrest. 
Forrest has billions of reasons 

for liking the Chinese. All of them 
in hundred dollar notes. 

There is no reason for Forrest 
to try to hide his obvious . 
selr-inlcrest in China's official 
relationship with Australia, but he 
at leasl needs to show that he is 
aware of it. 

Anyone who has observed 
1'wiggy over time knows that he 
is a brillianl entrepreneur and 
deal maker. 

But he would never make a 
great diplomat. Or even a 
passable politician. 

Aad Forrest'.s decision to 
photo bomb a press 
conference with Health 
Minister Greg Hunt on 
Wednesday by inviting the 
Chinl.'se consul-general to 
Victoria, Long Zhou, to 
give his imprimatur to a 
deal by the magnate to 
provide 10 rniUion 
COVID-19 test kits, 
just created more 
he-Jt. 
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Long~words 
were not a 
problem. In fact 
they were highly 
conciliatory 
after Chengs 

vitriol. But the ima~e of a leading 
Australian businessman so 
obviously advancing China's case in 
such a fraught political 
environment may well have been 
counter productive to his 
ambitions. 

Forrest countered by saying he 
had done the same thing in Perth 
some weeks ago when he pulled off 
the first of his philanthropic deals 
to secure personal protection 
equipment (PPE) from China after 
a series of damaging media reports 
about Chinese companies raiding 
Australian supplies in January. 

Which shows just how tin-eared 
he can be. Many people found that 
earlier episode jarring too, but 
pushed it asid~ because of the 

generosity on show. 
But when it became apparent 

that Forrest was being reimbursed 
by taxpayers for the purchases by 
his charitable foundation 
Minderoo, attitudes bega~ to 
change. And the financial details 
and taxation implications for these 
purchases by Forrest from his 
business contacts in China has yet 
to be revealed in the turbulence 
that characterises the coronavirus 
media world. 

The former head of the 
let\-wing Australia Institute, Clive 
Hamilton, has emerged as an 
unlikely strong critic of China's 
influence in local poli tics. 

recent premiers of WA because 
hoth hold similar views as his about 

the importance of the China 
relationship. 

B efore the new COVI0-19 
tensions, Premier Mark 
McGowan was a consistent 

supporter of WA~ relationship with 

down-player of Beijings critics. 
When the Uighur issue bubbled 

up again late last ye~r. McGowan 
was asked at a mining trad<' show 
- in front of Chinese media -
about the effect of human rights 
issues on trade. 

"Its not in Australia's interest to 
have those issues intertwined• he 
said. "There are literally hundreds 
and hundreds of thousands ofjobs 
that are dependent upon it. 

"I just don't think they should 
impact someone who has a job on a 
mme site in the Pilbara or someone 
who has a job in a manufacturing 
plant in Perth. I think we need to 
ensure as far as possible we keep 
those issues different, separate." 

In a political environment where 
bipartisanship is always in scare 
supply. the Premier occupies 
exactly the same policy space as his 
predecessor, Colin Barnett. 

Around the same time as 
McGowan\> pleadings, Barnett 
penned an op-ed for the AFR in 
which he act-used Australia of 
unnecessarily "poking the panda". 

Barnett kicked off by 
quantifying the trade relationship: 
"Our exports to China are 
dominated by iron ore, coal and 
natural gas. Together, they account 
for about 65 per cent of the $113 
bi llion tota l in 2017-18. 

"Exports to China are also very 

much centred on Western Australia Hamilton, now professor of 
public ethics at Charles S1t1rt 
University, claims it is a classic 
Chinese tactic to use business 
contacts to influence foreign 
governments. 

If that were the case - and I'm 
not arguing that it is - people like 
Forrest wouldn't have to try too 
hard to influence the two most 

and Queensland," he wrote. "These 
two States produce more than 
three-quarters of Australia~ 
exrorts to China. 

"Three commodities and two 

states is a narrow base for what is 
our 111al11 ~xvun markt'.l. The 1aplll 

growth of China over the decade 
has led Australias iron ore 
production to double and LNG 

production to treble. China and 
resources might be able to sustain 
the mining states, but not Australia 
as a whole.· 

What Barnett didn't say was that 
the WA economy would collapse 
without our China trade. But that's 
the reality. 

Ami Barnett then explained why 
the China relationship Federally is 
different to that at the State level· 

"The early investments by China 
also had features beyond the 
concentration on mining and 
energy. On the China side. it was 
the State-owned enterprises 
{SOEs) that led the way. They are 
large and sophisticated 
organisations that operate on the 
world stage today. They can be 
relied upon. 

"On the Australian side, it was 
largely Stale governments at the 
forefront of government-to­
gov.emment negotiations on big 
prOJCCl5. 

"Canberra will never 
acknowledge tliat but it was the 
reality. Thili was owing to State 
Government ownership of 
resources as well as the lingering 
political tensions between Be-Omg 
and Canberra." 

Given the WA (;Qvernment's 
massive reliance on iron ore 
royalties for its revenue base. the 
position taken by McGowan and 
Barnett is understandable. 

The grim reality is that any 
suggestion of a prosperous future 
in WA without China trade is 
unrealistic. This State would be a 
much poorer place with a 
substantial drop in living 
standards for everyone. 

Barnett finished with a 
cautionary warning: "Australia 
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needs to concentrate on what 
really matters 111 our relationship 
with China and not be distracted 
by side issues. such as whether 
China has a developed economy 
or not. 

"That should not be too h~rd. 
China has come a long way in a 

So what mighl a ·re-thought 
relationship" look like? 
McGow<1n this week warned 

about cutting off our nose to spite 
our face. 

It is easy to dismiss the views of 

short period and still has a long business leaders with strong China 
way to go. We don't need to ties as self-interested or those of 
meddle in China's internal affairs politicians who deal with the 
and we certainly don' t need to Chinese at the coalface as gutless 
poke the panda." appeasers. 

The problem is that the origins But to what end? And who then 
of the coronavims pandemic is not are we to believe? 
just an internal Chinese matter. The bottom line is that we are 

Labor's foreign affairs not doing China a favour by 
spokeswoman, Penny Wong, selling them iron ore and gas. It 
probably got close to the mark needs our resouR"t:S and it would 
when she said Australia's pursuit of get them from others if we were 
an inquiry - which she supports not a preference. We should also 
- needed the building of an . be aware that there is not another 
international consensus before it sizea.ble customer waiting in the 
went public. " . wings to take China's place. 

Wong warned the grow111g Economic interdependence 
mistrust between the world's great aside Australia cannot change 
powers" meant that navigating a wher~ it is located. That's a 
relationship with China would be geopolitical fact or life and one 
more difficult in the months and which pretty much demands that 
years ahead and it would resent we need to find ways to co-exist 
any country "that sought to take with China. Which doesn' t me-.m 
advantage of it for its own we have to bend to its will. 
interests". 

"We must also begin a 
legitimate debate about the nature 
of our recovery, including the 
terms of our engagement with 
China and others," Wong says. 

"We should be considering how 

to secure key supply chains and 
greater diversification, without 
being dismissive of the reality of 
Chinas economic weight and the 
depth of our economic ties -
which have been hugely beneficial 
to both countnes. and will be 
important in recovering from this 
crisis. 

"Our relationship with China, 
as with any country, must be 
guided by our values and our 
interests - including 
transparency and sovereignty. We 
need to rethink our relationship, 
but disengagement is not an 
option." 

It is likely that there will be a 
fair bit or pressure for a strategic 
rebalancing of the relationship 
when this current dispute dies 
down. As they always have. 

The pandemic has had the 
effect of pressure testing many of 
the systems in our society we take 
for granted - and the results in 
some areas have been alarming. 

Many people have begun to 
question whether we are loo 
dependent on China for things like 
pharmaceuticals and the PPE that 
we knew little about before this 
crisis. 

ft is unlikely thal Australia will 
ever gel back into manufacturing 
cars, but there are now obvious 
opportunities in smaller forms of 
manufacturing activity -
especially items of strategic 
significance - that well-targeted 
Federal assistance could stimulate. 

It is also obvious to many 
people that we have had too many 
eggs in one trade basket. 

How we widen that spectrum 
in a world economy that will be 
licking its wounds from the cost of 
the pandemic will be a major 
challenge for Canberrn. 

Emotive language ahout 
"kowtowing" lo the Chinese 
doesn't replace the reality that our 
trade relationship has made sense 
from both sides. 

Any moves to recalibrate our 
relationship will always come back 
to one fundamental question: At 
what price to our own prosperity? 

Austr.ilians buy a massive 
amount of Chinese goods because 
they are cheap. Is that really going 
to change? 

So let me end by going back 
to the prt•f:tcc to Riding "Ine 
Dragon, written 11 year~ ago, 

which suggests we have been in a 
similar spot before: 

"The reality or modern China is 
that it offers Australia little choice. 
It is so big, so powerful, so hungry 
for resources and its inertia is so 
great that we have to deal with it 
as it is, not as we might like it to 
be. 

"We don't have to like China, as 
likeable as a lot of it might be. But 
we do have to get on with it. For 
our sake. 

"The question is not whether 
we agree with the Chin~se system. 
It is whether we can find a way of 
dealing with a system so different 
from ours." 

That was then. China is even 
bigger now. But have these 
questions really changed, or do 
they just keep emerging in 
different forms? 
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This was pubUshed 3 months ago 

Crown cuts lease of Heston 
Blumenthal's scandal-plagued 
business 

By Ben Schneiders and Royce Millar 

January 31, 2020 - 9.10pm 

f 

View all comments ,,, 

A A A 

World-renowned chef Heston Blumenthal 's scanda !-plagued Austra lian 
restaurant appears doomed after its landlord and financial backer, Crown Casino, 
said it had moved to terminate its lease. 

The company behind the Dinner by Heston restaurant appointed provisional 
liquidators just before Christmas. It came just days after it missed a deadline with 
the Fair Work Ombudsman to pay back staff the millions it owed them for 
underpaymen t. 

Celebrity chef Heston Blumenthal. WAYNE TAYLOR 

CRW.502.003.2531 

In a statement Crown said due to the appointment of the provisional liquidator "it 
has taken action" to terminate the lease of restaurant owner Tipsy Cake Pty 

https:l/www.smh.com.aulbusinesslworkplacelcrown-cuts-lease-of-heston-blumenthal-s-scandal-plagued-business-20200131-p53wqd.html 114 
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Limited. 

"While this is disappointing, Crown is working to provide assistance to Tipsy Cake 
employees looking for employment within Crown," a Crown spokeswoman said. 
"The provisional liquidator of Tipsy Cake, however, will need to deal with 
employee matters at the first instance." 

In December 2018, a Sunday Age investigation revealed that Dinner by Heston 
was dramatically underpaying staff and Tipsy Cake, the company that owned the 
restaurant, was based in a notorious tax haven. 

The investigation revealed chefs at the Southbank eatery regularly worked 25 
hours of unpaid overtime a week. That pushed pay down to as little as $15 to $17 
an hour, well below the minimum rates of the award, the wages safety net. 

The Fair Work Ombudsman soon after launched an investigation. 

The spokeswoman said Crown would allow customers who purchased Dinner by 
Heston gift cards to exchange them for Crown gift cards. No timeframe was 
provided by Crown on when the lease of one of its high-profile tenants would end. 

The move to terminate the lease creates further uncertainty for employees who 
had hoped that Crown may financially support the restaurant to keep it open. 

Crown had provided the business - one of its marquee tenants - with a $750,000 
interest free loan. Industry sources said the interest free loan could have been 
used as a way to lure such a high profile business to the casino, boosting its 
appeal to visi tors 

Before Christmas Fair Work Ombudsman Sandra Parker said it was disappointing 
that Tipsy Cake had not resolved the underpayment issue before it went into 
provisional liquidation. 

"Tipsy Cake was aware that a significant amount of wages and entitlements were 
owing to many workers who had been underpaid," Ms Parker said. 

"The circumstances of this matter are disappointing." 

An Ombudsman spokesman this week 
said it was working with the 
provisional liquidator to assist affected 
workers receive back-pay. 

Provisional liquidators BRI Ferrier did 
not respond to a request for comment 
this week. A case management hearing 
for the winding up will be heard on 
Monday in Sydney. 

Under Australian law, employees are 
treated as priority creditors in a 
liquidation and the government can 
pay for some unpaid entitlements if 
the business cannot do so. 

https:llwww.smh.com.aulbuslnesslworkplace/crown-cuts-lease-of-heslon-blumenthal-s-scandal-plagued-buslness-20200131-p53w~d.htm I 2/4 
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Accounts for the Dinner by Heston 
restaurant show it has reported 
persistent losses since opening in 
Melbourne in 2015. 

Fair Work Ombudsman Sandra Parker PAUL 
JEFFERS 

The accounts disclosed it was dependent on interest free loans from a related 
company run through a Caribbean tax haven and Crown Melbourne '•to continue 
operating". 

But its opaque structure - restaurant owner Tipsy Cake is based on the volcanic 
Caribbean island of Nevis - made it hard to determine the true health of the 
business. 

The ownership of companies incorporated in Nevis is never disclosed so there is 
no way to know who is behind companies created there. 

But the company has said Blumenthal sold his shareholding more than a decade 
ago but remained its chef patron and "integral" to its operation. 

CRW.502.003.2533 

Blumenthal, a regular on Masterchef in Australia, is famed for his "multi-sensory" 
cooking and unusual food pairings such as bacon and egg ice-cream. 

The Michelin-starred UK-based The Fat Duck, the eatery for which he is best 
known, was voted the world's best restaurant in 2005. 

Do you know more? Contact us securely via Journotips 

Follow Ben Schneiders on Facebook 

Ben Schneiders 

f 'f# .. 
Ben Schneiders is an investigative journalist at The Age and has reported 

extensively on wage theft, corruption, business, politics and the labour 
movement. A three-time Walkley Award winner, he has been part of The Age's 

investigative unit since 2015. 

Royce Millar 

• 
Royce Millar is an investigative journalist at The Age with a special interest in 

public policy and government decision-making. 
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Dinner by Heston restaurant at Crown casino 
found to be underpaying staff 
Celebrity chefs planning to set up r estaurants in Australia have been put on 
notice after liquidators revealed Dinner by Heston staff were underpaid more 
than $4 million in the latest blow to hospitality worker s . 

Jeff Whalley, Herald Sun J. Subscribt!r only I February 4, 2020 ;p 9pm 

t'l Heston Blumenthal PfClured al O.nne.- By Heston at 
C<own. Picture Mark Stewart 

Liquidators of the Heston Blumenthal-fronted Dinner By Heston say the restaurant 
underpaid staff by more than $4m over three years. 

The revelation comes after Crown Melbourne on Friday ousted the trouble-plagued high-end 

restaurant from its base, giving it 14 days to vacate. 

The restaurant's parent company Tipsy Cake Pty Ltd applied for provisional liquidation on December 

i9 last year. 

!f'J Vegemite ice cream served at Dmner by Heston. wh eh 

was grven 14 days to vacate llS Crown-based prem ses. 

i'l Melbourne restaurant Dinner by Heston rs accused ol 
underpaying stall by more than $4 mrll on. Picture. Julio 
Kinacoudis 



after being appointed by the Federal Court. 

But their report to creditors shows the depth of the problem, and links it to Melbourne's larger 
problem of underpaid restaurant workers. 

CRW.502.003.2536 

"The company has quantified amounts totalling $4,044,397 as not having been paid to current 
employees and former employees for work undertaken between 2015 and 2018 conclusive," the report 
says. 

"These amounts arc underpayments as a result of the company miscalculating entitlements." 

The report also sheds light on the final months of the trouble-plagued business. 

In the report, completed on January 31, it claims Crown effectively acted as a "joint venture 
arrangement" with the restaurant. 

The liquidator says it is investigating "who was responsible for the under payment of wages from 

establishment of business in October 2015" and "the extent of (parent entity Cape Proprietary Pty Ltd) 
and Crown's involvement in relation to the management and conduct of the company's restaurant 
business". 

It claims Crown provided bookkeeping and accounting services and attended to the payment of the 
majority of trade creditors. 

C Ins de Dinner by Hes!on a1 Crown. 

The liquidators also say they will investigate Crown's retention of net trading receipts and whether it 
may constitute a preference payment in its favour. 

"We are advised an issue developed some months prior to our appointment, as to Crown's accounting 
for net trading receipts," the report says. 

"It has been suggested that, if the company is wound up, Crown may have been in receipt of preference 
payments." 

The report also says "prior to our appointment, the Company and Crown sought to reach a commercial 

resolution of issues which existed between the parties, with the intention of generating sufficient funds 
to satisfy employee arrears payments. These discussions were unsuccessful." 

But Crown today said the restaurant was not a joint venture. 

"Tipsy Cake Pty Ltd (trading as Dinner by Heston) was a tenant of Crown and responsible for its own 

operations and employed its own staff," the company said in a statement. 

"Crown was not in a joint venture arrangement with Tipsy Cake." 

"Tipsy Cake has asked the couit to appoint a liquidator, on the basis that it is insolvent." 

"In these circumstances, including ongoing substantial unpaid expenses to Crown, Crown bas taken 
steps to bring the tenancy to an end." 



,"] The restaurant was highly regarded In Melboume·s 100<! 
circles. 
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Crown said it was working to provide assistance to Tipsy Cake employees looking for employment 
within Crown. 

"The Provisional Liquidator of Tipsy Cake, however, will need to deal with employee matters at the first 
instance." 

"As the winding up application is now before the court, Crown will not be making any furth er comment 
concerning the liquidator 's appointment." 

United Workers Union national president Jo-anne Schofield said the case "is a warning to global 
celebrity chefs wanting to set up shop in Australia". 

"You must abide by our workplace laws, pay your workers correctly and treat them with respect, or you 
will not be welcome here," Ms Scholfield said. 

The union called on Crown to help pay the workers what they are owed. 

"We have requested that Crown repay all unpaid wages and entitlements owed to our members - and 
offer employment to these members as well as sponsoring those who are on temporary visas." 

Workers today spoke out, voicing their outrage at the underpayments. 

"I worked at Dinner by Heston for more than two years. Some weeks we worked more tl1an 80 hours 
and never worked less than 60 hours. We are owed millions," former Dinner by Heston chef William 
Trist said. 

"It strains relationships when you work such massive hours. And then to get ripped off is the ultimate 
slap in the face. I feel angry that we've been treated like this. 

"I think it's absolutely crazy." 

MORE NEWS: 

Another worker - who is still at Dinner by Heston - who only wanted to be identified as Steve said he 
was on a temporary visa. 

"I am tired of being screwed over by this company. I feel like indentured labour," he said. 

"We were made to work these crazy hours and we're so terrified of speaking out or standing up for our 
rights. We were told we were lucky to work 70-80 hours a week. My visa has been hanging in the 
balance for over six months. My whole life is in Australia. And I face losing it all." 

Crown has also said it will assist customers who have purchased gift cards at Dinner by Heston by 
enabling them to be exchanged for Crown gift cards. 

The Fair Work Ombudsman - which is investigating the underpayments - said it had released records 
obtained during the course of the investigation under section 718 of the Fair Work Act 2009 to the 
provis ional liquidators. 

"(We) will continue to engage with the provisional liquidator to assist affected employees obtain 
baclqiay," a spokesperson said. 

"'n1e provisional liquidator has advised iliat the winding up proceeding is scheduled for a case 
management hearing on 12 February 2020." 
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The nice couple from Dublin at 
Heston's restaurant were not 
quite what they seemed 
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When world-renowned "multi-sensory" chef Heston Blumenthal opened a 
restaurant in Australia in 2015, Roger and Pauline Copsey from Dublin were 
among the lucky few to dine at the first sitting. 

"To be married for 46 years, and to spend 4% hours and not be bored, says it all; 
Mr Copsey, a then 70-year-old, gushed to the Herald Sun at the end of their $525, 
15-course degustation at the temporary Fat Duck restaurant at Crown casino. "It 
wasn't just the taste of everything, it really was an experience; he told The Age's 
Good Food. 

CRW.502.003.2539 
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'Lucky' couple Roger and Pauline Copsey after the opening of Heston Blumenthal's Crown 
restaurant, then known as The Fat Duck, on February 3, 2015. WAYNE TAYLOR 

But the Copseys were much more than just a pair of fortunate foodies desperate 
for the Heston experience. Roger was a senior accountant and expert in 
"international tax structures" and this couple were legal owners of an obscure 
corporate entity in low-tax Ireland called Bacon and Egg Ice Cream Limited. 

Irish corporate records show this company's main business is the "exploitation of 
intellectual property rights," and Crown casino in Melbourne was paying it £1 
million a year ($A 1. 97 million) in licensing fees for the right to use the famous 
name on its restaurant, Dinner by Heston (which replaced The Fat Duck). 

But while Bacon and Egg Ice Cream - named for one of Blumenthal's signature 
dishes - was extracting as much as $A7.9 million over four years in licence fees 
from Crown, the highly-skilled chefs who created the food were being underpaid 
at least $4 million. It is not suggested that the Copseys or Blumenthal were 
personally involved in the business's underpayments. 
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Dinner by Heston will not trade beyond this Friday night, The Sunday Age and 
The Sun-Herald have confirmed, and the company behind it, Tipsy Cake, is 
expected to be placed into liquidation this week, owing another $435,000 in 
accrued entitlements to staff, according to a creditors report. Considering the size 
of the business, it is the worst case of underpayment uncovered as part of The 
Age's investigation into the high-end restaurant sector and an inglorious end 
after all the initial hype. 

Every week was at least 60 hours ... and a lot of times it 
was into the 80s. 
Dinner by Heston Chef de Partie Michael Green 

As for the millions in licensing fees, their final beneficiary is difficult to 
determine, and Mr Copsey through his old accounting firm, Copsey Murray, did 
not respond to a request for comment. 

Representatives of the London-based Dinner by Heston did not respond directly 
to questions on that issue but released a statement criticising Crown for the 
collapse and its "deeply disappointing" decision to terminate its lease "which put 
jobs at risk". 

''As a foreign company, Tipsy (Cake) relied from the outset on the advice given by 
advisors in Australia and our partner Crown Melbourne, who were responsible for 
advising on the staff remuneration blueprint for the restaurant," a Tipsy Cake 
spokesperson said. 

Tipsy Cake said neither itself or its holding company were able to fund the 
repayment of money owed to staff and it was "left with no option but to appoint 
provisional liquidators· after Crown did not agree to contribute to a bail-out plan. 

https://www.smh.eom.au/business/workplace/the-nice-couple-from-dublin-at-heston-s-restaurant-were-not-qulte·what-they-seemed-20200207-p5... 2/6 



5/26/2020 

CRW.502.003.2541 

The nice couple from Dublin at Heston's restaurant were not quite what they seemed 

Crown has defended its actions and a spokeswoman for the casino said Tipsy Cake 
·was a tenant of Crown" and "responsible for its own operations and employed its 
own staff". 

Dinner by Heston, through Tipsy Cake, on paper has run at a loss and paid no 
company tax since arriving in Australia, according to corporate filings. It is part of 
a tangle of corporate structures in various jurisdictions globally. The Melbourne­
based restaurant itself was owned directly through the notorious Caribbean tax 
haven of Nevis through which tens of millions of dollars have flowed since 2015. 
The Copseys' company was a "related" entity to this global network receiving fees 
for Blumenthal's intellectual property. 

And as for Blumenthal, he is no longer a shareholder in the business and 
restaurants that bear his name, though the company itself says he remains linked 
as chef patron and is "integral" to their operation. He is paid by another part of 
the empire, the UK-based Fat Duck Group. 

The problems for the group emerged after a Sunday Age investigation in late 2018 
showed the Melbourne eatery had been significantly - and unlawfully -
underpaying their staff, many of whom were working 20 hours to 30 hours a week 
unpaid. 

What appears to have hastened the end of Dinner by Heston's Australian 
experiment was a subsequent investigation by the Fair Work Ombudsman and 
demands they repay staff. Just before Christmas the company appointed 
provisional liquidators. When Crown recently said it would terminate its lease 
there was no way for the restaurant to trade its way out of trouble. 

With an offshore owner based in a tax haven with few assets it is unclear how 
much the workers will ultimately receive. 

Chef de partie Michael Green, 30, has worked at Dinner by Heston since it opened 
and now faces losing his job and has little choice but to return to Canada in a few 
weeks. 

"So many of us are going to have to leave," said Mr Green, whose application for 
permanent residency was tied to his employment. 

https://www.smh.eom.au/businesslworkplace/the-nice-couple-from·dublin-at-heston-s-restaurant-were-not-quite-what-they-seemed-20200207-pS.. . 3/6 



5/26/2020 The nice couple from Dublin at Heston's restaurant were not quite what they seemed 

Dinner by Heston chefs, from left to right: Carlos Ballesteros, Michael Green, William Trust and 
Angela Mogridge. SIMON SCHLUTER 
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Mr Green wanted to make a life here and as recently as last month volunteered to 
cook for firefighters at Bright, Victoria. "I love Australia, I love the life here, I love 
the people," he said. Before he leaves, he most wants to be paid what he is owed 
which, according to a conservative estimate by his union, is at least $60,000. 

For the young Canadian chef, working at a Heston Blumenthal restaurant was a 
"dream come true". But the excessive work became too much over time. "Every 
week was at least 60 hours ... and a lot of times it was into the 80s (hours a 
week)," he said. He'd experienced nothing like it back home where a busy week 
would be 45 to 50 hours. 

The question of who pays - if anyone - what is owed to people such as Michael 
Green might be settled in the courts. 

BRI Ferrier, in its creditors report, claimed Crown was in effect in a joint venture 
with the company that owned the restaurant, Tipsy Cake, charging it rent of $1 a 
year and offering it a range of financial and administrative support. 

A Crown employee had set up the "blueprint" for how most staff were initially 
engaged, the report said, and that blueprint was "applied over several years 
resulting in the underpayment". 

Recent changes to the Corporations Act may allow landlords such as Crown to be 
included in any clawing back of employee entitlements, according to Natasha 
McHattan, legal director at the Australian Restructuring Insolvency & 
Turnaround Association. 

The new laws targeted transactions that attempted to prevent, avoid or reduce 
payments of employee entitlements, she said, including "targeting intentional or 
reckless actions where two or more entities get together with the effect of, 
essentially, ripping off employees' entitlements." 
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The changes were primarily designed to target illegal phoenix activity, but there 
is potential that they could be applied to third parties such as landlords. "They 
may be broad enough to encompass something like this but as they are new they 
have not been tested," she said. 

The liquidator also has an investigatory role to uncover whether there has been 
an attempt to transfer assets with the intention of "defeating creditors," she said. 

For workers such as Michael Green it could be a drawn-out process to see what 
they get. Further complicating it is that as a temporary visa holder - as are many 
of his colleagues - he is ineligible for support under the Fair Entitlements 
Guarantee, a government program that pays out some worker entitlements in a 
corporate collapse. 

"I had more good times than bad times at Dinner by Heston," chef Green said. 
"But I'd like to be paid for the hours that I did." 

Do you know more? Send us a confidential and encrypted message on 
Joumotips 

Ben Schneiders 

f - .. 
Ben Schneiders is an investigative journalist at The Age and has reported 
extensively on wage theft, corruption, business, politics and the labour 
movement. A three-time Walkley Award winner, he has been part of The Age's 
investigative unit since 2015. 

Royce Millar .. 
Royce Millar is an investigative journalist at The Age with a special interest in 
public policy and government decision-making. 
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THE AUSTRALIAN 

Crown's bet on Heston Blumenthal leaves it 
with bad taste 

EXCLUSIVE 
By DEBORAH CORNWALL, JOURNALIST 
8:37PM FEBRUARY 12, 2020 

An ugly break-up has prompted a furious response from Melbourne's Crown casino after the 

bosses of its failed five-star eatery, Dinner By Heston, tried to blame the gaming giant for their 

own "serial mismanagement'~ 

Dinner By Heston formally went into liquidation on \iVednesday after a NSW Federal Court 

judge found the restaurant - formerly fronted by world-renowned chef Heston Blumenthal -

owed at least $10m, including $4.4m to staff. 

Judge David Yates accepted an administrator's evidence that the foreign-registered eatery was 

insolvent and had no prospect of repaying its debts after Crown decided to evict it from its $1-a­

year tenancy agreement. 

The eatery employed 50 chefs at its height but it has been plagued by scandal over the past year 

after the Fair Work Ombudsman found it had underpaid staff, forcing them to work 20 to 30 

hours a week unpaid. 

The restaurant, which trades under an arm of Britain-based Tipsy Cake, opened fire on Crown 

on Tuesday in a statement accusing the casino operator of sharing responsibility for the -

underpayment scandal and refusing to help work on a solution "in the best interests of staff". 

But Crown said the restaurant had only itself to blame. After opening to much fanfare in 2015, 

the restaurant failed from the start to turn a profit, churning through five managing directors 

who failed to tw-n it around. 

"It is disappointing Tipsy Cake continues to abrogate their responsibility for paying their staff 

correctly," a Crown spokesman told The Australian in a statement. "To assert that Crown is 

complicit in the actions of the UK owners is fanciful." 
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Crown paid a staggering $15m for the fit-out of the restaurant - part of its pitch to add global 

star Blumenthal to its line-up of celebrity chefs. 

The casino operator also agreed to pay Blumenthal £Im a year for intellectual property rights, 

which included the understanding he would be a regular fixture at the restaurant. 

But sources close to Crown said Blumenthal made only a handful of visits to Melbourne, and 

even then he was often distracted by other commitments such as "flogging Blumenthal's 

Everdure barbecues" or cameo appearances on MasterChef. 

"He's a creative genius but it was unbelievable," one source said. 

The Australian also understands Blumenthal insisted Crown fly him and his entourage f1rst class 

and put them up in its premium suites, including the Crown's $4500-a-night Crystal Villa. 

DEBORAH CORNWALL, JOURNALIST 
Deborah Cornwall is an award winning journalist, specialising in crime investigations and court 
reporting. She has worked as a national broadcast reporter. producer and writer for media 
organisations across the ... Read more 
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The owners of the Dinner by Heston restaurant in Melbourne have directly 
blamed Crown Resorts for its role in an underpayment scandal at the high-end 
eatery, saying the casino company was more than simply a landlord, it was a 
·partner· in the failed business. 
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The restaurant, which is fronted by world-renowned chef Heston Blumenthal, will 
not trade beyond this Friday night after it went into provisional liquidation owing 
employees in excess of $4 million from underpayment and more than $400,000 in 
entitlements. It is expected to be put into liquidation by the Federal Court this 
week. 

The Heston Blumenthal-fronted restaurant is set to close this week WAYNE TAYLOR 
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The British-based arm of Dinner by Heston, a company called Tipsy Cake, 
released a statement to The Age and The Sydney Morning Herald saying Crown 
was significantly involved in the underpayment scandal that has led to the 
imminent demise of the restaurant, and ignored attempts to address the problem. 
Crown disputes the claims. 

''As a foreign company, Tipsy relied from the outset on the advice given by 
advisers in Australia and our partner Crown Melbourne, who were responsible for 
advising on the staff remuneration blueprint for the restaurant," a Tipsy Cake 
spokesperson said. 

"As the financial effect became clearer, including the discovery that there were 
also significant overpayments of superannuation to some staff, Tipsy Cake tried to 
discuss constructively with Crown, to work together to find a solution which 
wou ld be in the best interests of staff. 

"Regrettably Crown has not engaged with us or agreed to any proposal which was 
tabled in order to remediate the employees," the statement says. 

"This is a complex issue and one that has affected a large number of industries 
and companies across Australia." 

Tipsy Cake, based in the Caribbean tax haven of Nevis, said it did not have the 
resources to pay its employees what it owes them. Blumenthal is no longer a 
shareholder in the business and restaurants that bear his name, though the 
company itself says he remains linked as chef patron and is "integral" to their 
operation. He is paid by another part of the empire, the British-based Fat Duck 
Group. 

The company's insistence that Crown was a "partner· in the business rather than 
just a landlord reflects comments made in a creditors report by BRI Ferrier, which 
revealed Crown had offered a range of financial and administrative support to 
Dinner by Heston. BRI Ferrier said the arrangement was "best described as a joint 
venture". 
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A Crown spokeswoman disputed the claims, saying Tipsy Cake, trading as Dinner 
by Heston, was "a tenant of Crown. It was responsible for its own operations and 
employed its own staff." 

"Tipsy Cake has asked the court to appoint a liquidator, on the basis that it is 
insolvent. In these circumstances, Crown has taken steps to bring the tenancy to 
an end." 
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Crown was charging the restaurant owner just $1 a year in rent while paying£ l m 
pounds ($Al. 97m) a year in license fees to an obscure Irish entity that is related to 
a sprawling global network of companies that own the Blumenthal-fronted 
restaurants. 

The problems for Dinner by Heston emerged after a Sunday Age investigation in 
late 2018 showed the Melbourne eatery had been significantly - and unlawfully -
underpaying their staff, many of whom were working 20 to 30 hours a week 
unpaid. 

What appears to have hastened the end of Dinner by Heston's Australian 
experiment was a subsequent investigation by the Fair Work Ombudsman and 
demands the restaurant repay staff. 

Just before Christmas the company appointed BRI Ferrier. When Crown recently 
said it would terminate the restaurant's lease there was no way for it to trade on. 

"Our main concern, now that the restaurant will have to cease trading, is our 
employees, and The Fat Duck group and Heston Blumenthal are actively involved 
in discussions with us to find a positive solution for them," Tipsy Cake's statement 
said. 

The dispute could result in legal action, with recent changes to the Corporations 
Act allowing landlords such as Crown to be included in any clawing back of 
employee entitlements, according to a legal expert. 

The new laws targeted transactions that attempted to prevent, avoid or reduce 
payments of employee entitlements, said Natasha McHattan, legal director at the 
Australian Restructuring Insolvency & Turnaround Association. 

The changes were primarily designed to target illegal phoenix activity, but there 
is potential that they could be applied to third parties such as landlords, she said. 

Do you know more? Send us a confidential and encrypted message on 
Joumotips 

Ben Schneiders 

f w • 
Ben Schneiders is an investigative journalist at The Age and has reported 

extensively on wage theft, corruption, business, politics and the labour 

movement. A three-time Walkley Award winner, he has been part of The Age's 

investigative unit since 2015. 
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Royce Millar 
1111 

Royce Millar is an investigative journalist at The Age with a special interest in 
public policy and government decision-making. 
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The Crown casino high-roller and junket part ner known as "Mr Chinatown" - who 
is also a business partner of the Chinese president's cousin - has been arrested 
and extradited to China for suspected money laundering and corruption. 

Crown Resorts regarded Tom Zhou as a "very, very important person" and paid 
him tens of millions of dollars to lure high-rollers from China to Aust ralia even 
though he was implicated in foreign influence operations, extortion, money 
laundering and had associations with drug and human traffickers. 

"Mr Chinatown", Tom Zhou. 
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Crown casino junk partner Tom Zhou, known as 'Mr Chinatown', arrested and deported to China 

Zhou was detained in Vanuatu late last year but then flew to Japan and onto Fiji 
where he was detained again before being deported to China earlier this year as 
part of a longstanding international "red notice" arrest warrant. Fiji police 
confirmed on Friday that Zhou, a dual Australian and Chinese citizen, was held by 
immigration authorities before being flown to China. 

His dramatic detention comes as his multi-million dollar gambling empire in 
Australia - built on the back of his dealings with Crown - is collapsing due to 
media attention and investigations by the Australian Criminal Intelligence 
Commission. His arrest has also been noted by the Five Eyes intelligence 
community, sources said, and senior ministers had also been briefed, a source in 
Canberra confirmed. 

Corporate records show Zhou was a business partner of millionaire Ming Chai, the 
cousin of Chinese president Xi Jinping. In Australia, Zhou set up a network of 
Chinese Communist Party influence organisations under the auspice of the 
Chinese Communist Party's United Front operation and supported by the Chinese 
consulate in Melbourne, even though he was subject to a long-standing Interpol 
red notice. 

According to court files and briefings from local and overseas security sources, 
Zhou also operated with the triads - Chinese organised crime groups which run 
money laundering, human trafficking and drug trafficking rackets in Australia and 
Asia and who have historically run casino high-roller tours known as junkets. 

Ming Chai, cousin of Chinese President Xi Jingping. 

Zhou's activities ultimately drew intense attention from ASIO, as revealed in an 
expose by The Age, The Sydney Morning Herald and 60 Minutes in 2019 that 
sparked a series of state and federal investigations. 

His detention and extradition from Fiji appears to be a byproduct of intensive 
efforts by the Australian Criminal Intelligence Commission to attack organised 
crime groups who penetrated Crown and other casinos, forcing figures such as 
Zhou to move their operations overseas. 
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The ACIC's covert operations targeting industrial-scale money laundering was 
flagged by the agency's chief, Mike Phelan, last July, when he revealed it was 
"actively addressing the significant risks of money laundering through casinos, 
particularly through casino junkets". 

CRW.502.003.2553 

But at the height of his powers, Zhou was flying around Australia with Ming Chai 
on private jets chartered by Crown or other Australian casinos. He donated 
$26,600 to NSW Labor in 2015, met Victorian Premier Daniel Andrews at a 2012 
function that Zhou helped host and, that same year, formed a business directed by 
the premier's former adviser Mike Yang. 

Leaked casino files show Crown paid Zhou and his agents - who he controlled 
from his palatial Toorak home in Melbourne - tens of millions of dollars to lure 
high-roller gamblers from China. Crown paid Zhou's representative at its Perth 
casino $28 million in a single financial year. 

Tom Zhou's mansion in Melbourne's establishment Toorak. 

Between 2012 and late 2016, Crown was keen to please Zhou and the high rollers 
he brought to Australia by vouching for them through the visa process. In one 
leaked email, Crown staff prepare to vouch to Australian visa officials about a 
high roller on the basis that he was "referred by Crown WIP Mr Zhou" and 
because "Crown staff ... has known Mr Zhou [for] more than 10 years". 

Crown so valued its relationship with him that casino contractors told The Age 
and the Herald the casino agreed to let him run a boutique gift shop on its 
premises. Even after the relationship cooled in late 2016, Zhou earned 
commissions from Crown via his shadowy network of junket sub-agents. 

Court files allege that Zhou had a second source of funds through suspected 
organised crime activity, including extortion and money laundering. He has been 
accused in various Chinese courts of extortion, standover tactics and even 
arranging for acid to be thrown in a man's face. 
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Crown casino junk partner Tom Zhou, known as 'Mr Chinatown', arrested and deported to China 

"The facts of a crime are clear and the evidence was reliable and sufficient," 
according to a 2013 court filing from the Intermediate People's Court of Wuhan. It 
also alleged Mr Zhou had been "misappropriating huge amounts of money" and 
had "absconded abroad." Although law enforcement agencies in Australia never 
charged Zhou, multiple sources said he likely laundered tens of millions of dollars 
through Crown. 

Crown casino, Barangaroo RYAN STUART 

The casino group has never fully explained why it partnered with Zhou when 
Chinese court records would have revealed he was suspected of serious organised 
crime and was a fugitive, having fled charges in China in around 2012. 

Had Crown performed thorough due diligence on Zhou or his known agents or 
associates, it would have discovered many money laundering red flags. For 
instance, his business partner Ming Chai should have been marked by Crown as a 
"politically exposed person" because of his relationship to the Chinese President. 
Mr Chai"s Australian wife still gambles regularly at Crown's high-roller room. 

Australia's anti money laundering agency Austrac has warned casinos that 
"because (politically exposed persons] hold positions of power and influence they 
can be a target for corruption and bribery attempts, and ultimately for money 
laundering activities." 

Chinese language newspaper reports in 2014 implicated Chai in serious alleged 
corruption. A Zhou business partner, Tian Di, who helped run his Crown high­
roller junket tour operation, was also implicated in alleged corruption in China, 
according to court records. 

It appears at least some in Crown suspected Zhou posed a reputational risk to the 
casino firm. 

In around 2015, a senior Crown security executive helped arrange for a security 
firm that consults to Crown and is run by former policeman to work for Zhou. The 
executive wanted the firm to keep Zhou "out of trouble," according to one source 
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close to Zhou. Th is security firm's use of a serving policeman to work as a 
bodyguard for Zhou is being investigated by Victoria Police's ethical standards 
unit. 

In around 2016, Crown banned Zhou from casino grounds due to his erratic 
behaviour (sources close to him say he was taking drugs, seeing prostitutes and 
prone to outbursts), but he was still able to run his high-roller business at the 
casino via sub-agents. 

The task of finding out what Crown knew or should have known about Zhou has 
fallen to multiple inquiries now examining the casino firm's dealings with 
organised criminal groups. 

CRW.502.003.2555 

In previous public statements, Crown's now former executive chairman John 
Alexander stressed that the firm complies with Australian anti-money laundering 
laws and maintained rigorous auditing procedures. Mr Alexander, who stood 
down from his position in January as part of the fallout from the Age, Herald and 
60 Minutes expose, also previously attacked reporting about its relationship with 
Zhou and other alleged organised crime figures as misleading and sensationalist. 

Until his detention overseas, Zhou was heavily involved in three Australian 
organisations aligned with the Chinese Communist Party's United Front 
operation - the organisation which works to influence Chinese diaspora 
communities and overseas political systems to advance the aims of the 
Communist Party. 

According to an online report, one of Zhou's organisations was "fostered" by the 
Communist Party's "Overseas Chinese Affairs Office of the State Council" and has 
"the strong support of the Melbourne Chinese Consulate" as it has strived to earn 
"the trust of the motherland" and the Chinese government. 

Zhou's fate in China is likely to remain a mystery. Analysts have suggested that 
triads who engage in "patriot ic" work for the Communist Party can receive special 
protection from the state. 

Nick McKenzie 

"# • 
Nick McKenzie is an investigative reporter for The Age. He's won eight Walkley 
awards and covers politics, business, foreign affairs and defence, human rights 
issues, the criminal justice system and social affairs. 
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Fast tracks and bulk deals: How 
Crown got visas for its high 
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By Nick McKenzie and Rob Harris 
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Crown casino's "special arrangement" with the Australian government gave 
Chinese high rollers access to fast-tracked Australian visas and allowed Crown 
itself to vouch for people's character, according to details released under freedom 
of information laws. 

For 13 years, the Australian government allowed Crown to lodge bulk applications 
on behalf of Chinese nationals and then act as the middle man for applicants who 
hit a roadblock. 
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Crown casino, Melbourne. JASON SOUTH 

The arrangement was set up under the Howard government in 2003 after 
"discussion between Ministers· offices at the time· and lasted until 2016, when the 
dramatic arrest of Crown employees in China in late 2016 prompted the 
Department of Home Affairs Mike Pezzulo to cancel the deal. 

It first came to light last year after former Crovvn Resorts employee Jenny Jiang 
blew the whistle on the powerful organisation and alleged that Crown's desire to 
penetrate the lucrative Chinese market had been facilitated by Australian 
consulate staff in China. 

The FOI documents reveal that the Australian government set up a single point of 
contact in the Australian Consulate in Guangzhou, where they could lodge bulk 
applications on behalf of Chinese nationals regardless of where they live. 

Australian officials held frequent meetings with the company to fast-track visas 
for its "high roller" clients and a dedicated consulate official was nominated to 
liaise with Crown representatives on issues with applications as they arose to 
provide an opportunity for them to clarify any concerns. 

In 2010, a new system was introduced involving checklists, which were completed 
by Crown representatives who were expected to vet applications "to ensure that 
applications are only presented for bona tide visitors" and that supporting 
documentation provided was "accurate and genuine·. 

"These representatives may also attest that they know the applicants personally," 
the agreement between Crown and the immigration department said. 

The immigration department documents do not include any detailed discussions 
of the risks that the visa arrangement might unwittingly lead to, including 
breaching Chinese laws banning companies from gathering groups of gamblers to 
visit overseas casinos, and the limits in Chinese laws on how much money can be 
taken out of the country. 

The Age and The Sydney Morning Herald have previously revealed that some of 
these risks were realised, with leaked Crown files showing the company 
sometimes relied on the word of organised criminals to vouch for the character of 
visa applicants. For instance, internal Crown emails reveal the casino company 
used high roller agent, Tom "Mr Chinatown" Zhou, a suspected organised crime 
boss, to vouch for a number of high rollers as they sought Australian visas. 

A federal law enforcement watchdog launched an integrity investigation following 
reports by The Age, The Sydney Morning Herald and 60 Minutes last year on 
Crown's efforts to attract ultra-wealthy Chinese gamblers to its casinos in 
Melbourne and Perth, sometimes with the assistance of firms backed by powerful 
Asian crime gangs. 

-, ... . 1 ) 
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"Mr Chinatown·, Tom Zhou. 

The documents reveal that, when a visa applicat ion was refused, the dedicated 
consular official "informs the Crown representative directly", which "allows Crown 
the opportunity to assist in explaining to applicants the reasons for refusal," the 
document says. 

"Crown representat ives are aware that calls are often made to clients to verify 
claims made the application and representatives should advise their clients that 
they might expect a call following lodgement of the application." 

Regular meetings were also held between department officers and Crown 
representatives to discuss specific issues of concerns as well as "broader issues 
around the arrangements". 

Asked about the arrangements, the department said recently its stakeholder 
agreement with Crown was the same as it has with "a number of large 
international organisations" to faci litate the quick visa processing of short stay 
visas. 

"These arrangements always make it clear that applicants are subject to the full 
range of applicable checks; the department said. "All individual visa applications 
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are assessed against legislative requirements. There is no reduced vetting in 
certain locations or for certain applicants." 

It said the Australian consulates in China were "well aware of the risks that may 
be present in their caseloads" and that each visa applicant "must meet all 
requirements, including relevant national security and character criteria". 

But Crown internal emails suggest Crown's vetting processes were poor and 
information it gave to immigration officials may have enabled those of poor 
character to enter Australia. The emails also reveal staff lobbied Australian 
officials to expedite the provision of hundreds of visas for junket operator, 
SunCity, which is accused of organised crime links. 

"I will be asking the consulate to give these [applications] special and prompt 
attention," Crown's president of international marketing, Michael Chen wrote in a 
September 2014 email about helping SunCity obtain visas. 

In another case, Crown intervened on behalf of a Chinese high roller, Chen 
Rongsheng, who had a criminal conviction for insider trading. Crown's Mr Chen 
told Australian visa officials in Guangzhou that their client was "one of [our] key 
target patrons" who would be part of a group of punters prepared to gamble 
millions of dollars at Crown. 

In late 2014, Mr Chen, Crown's then-president of international marketing, wrote 
to colleagues advising them about when Crown should "activate the emergency 
line" to Australian immigration officers. It was to be used "only for critical cases 
(i.e. big customers)" and not "last minute girlfriend additions". 

Nick McKenzie 

"# • 
Nick McKenzie is an investigative reporter for The Age. He's won eight Walkley 
awards and covers politics, business, foreign affairs and defence, human rights 
issues, the criminal justice system and social affairs. 

Rob Harris 

• 
Rob Harris is the National Affairs Editor for The Sydney Morning Herald and The 
Age, based at Parliament House in Canberra 
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Crown in due diligence push as 
junl<et scandal hits VIP business 

By Patrick Hatch 
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Crown Resorts' newly installed chairwoman Helen Coonan says the casino group's 
due diligence procedures are being "significantly improved", as it faces a rout in 
high-roller turnover triggered by revelations it partnered with junket tour 
operators linked to organised crime. 

The James Packer-controlled company revealed a 34 per cent dive in VIP turnover 
in the six months to December 31, which drove a sharper than expected fa11 in 
underlying profitability. 

Crown's gambling turnover fell 34 per cent to $13 billion, while group-wide normalised 
revenue was down s per cent to $1.4 billion. DANIEL POCKETT/GETTY IMAGES 

Crown blamed the drop on weak high-roller market conditions and "negative 
publicity" stemming from revelations by this masthead the casino giant went into 
business with "junket"operators with links to organised crime in an effort to bring 
wealthy Chinese gamblers to its Australian casinos. 
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Those and other probity and regulatory issues will be examined by a NSW 
gambling regulator inquiry over the coming months. 

Ms Coonan, a former Howard government minister who took over as chair from 
long-standing Packer-family lieutenant John Alexander in a reshuffle three weeks 
ago, said the company was taking steps in "recognition that everyone in this 
business can do better·. 

That included putting more senior managers in critical areas and bringing in 
experts to look at anti-money laundering controls. It has also hired former NSW 
deputy police commissioner Nick Kaldas to help with due diligence and 
communication with law enforcement agencies and regulators. 

Crown's newly installed chairwoman and CEO, Helen Coonan and Ken Barton. EAMO'I 

GALLAGHER 

"That was then - whatever that was - and that will be the subject of the inquiry, 
and we are focused on the future of this very significantly improved scrutiny and 
due diligence around all of our business operations," Ms Coonan said. 

Crown's new chief executive Ken Barton said pressure on its VIP business was 
compounded by the coronavirus outbreak and resulting China travel ban, but did 
not issue a trading update. 

Mr Barton said the impact had also flowed onto its main gaming floor, as people 
avoided its casinos for fear of infection. 

"The uncertainty of exposure in public places has probably meant that people are 
just being more cautious," he said. 

Like other China-exposed stocks, Crown shares have fallen sharply as the 
coronavirus crisis spread. They closed flat at $11. 76 on Wednesday. 

Despite the challenges of the high-roller business, Mr Barton remained upbeat 
about the prospects for the VIP-only casino it is building in Sydney and which is 
due to open early next year, noting that the local high-roller market was a 
growing opportunity. 
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Using "normalised" figures - which applies a long-term win rate to its gambling 
turnover, to strip out the impact of lucky or unlucky streaks by its high-stakes 
customers - Crown reported an 11 per cent fall in net profit after tax to $173 
million, below market expectations of $196 million. 

On a statutory basis, including a more favourable than usual win rate in VIP 
gambling, Crown's net profit increased 25 per cent to $218 million. 

Crown declared an interim dividend of 30~. flat on the same period last year. 

Shares closed down marginally at $11. 76. 

Patrick Hatch 
"# • 
Business reporter at The Age and Sydney Morning Herald. 

https://www.smh.eom.au/business/companles/crown-in·dUe·diligence-push-as-junket·scandal-hlts-vip-business-20200219·p542e2.html 

CRW.502.003.2564 

3/3 



CRW.502.003.2565 

5126/2020 A very important probe for Crown's VIP business 

FINANCIAL REVlE'W 

Chanticleer 

- Chanticleer 

A very important probe for Crown's VIP 
business 

The outcomes of the NSW inquiry into Crown and the casino sector will 

be crucial for its new VIP-only Sydney casino. 

Feb 24, 2020 - 12.00am 

Crown Resorts' new dynamic duo are determined to put on a brave face ahead of 

the first public hearings of the NSW Independent Liquor and Gaming Authority's 

inquiry into the state's casino sector, which starts on Monday. 

Chairman Helen Coonan, who replaced executive chairman John Alexander just a 

few weeks ago. says the casino giant has been "very encouraged by the notion that 

the whole regulatory settings can be examined during this inquiry". 

New chief executive Ken Barton was similarly pleased that inquiry head Patricia 

Bergin, SC, won't just be digging into Crown affairs in NSW, where it plans to open 

its new Sydney casino in the Barangaroo precinct in December. 
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The ILGA inqui ry looms as crucial for Crown's Sydney casino. Bloomberg 

"I think we will work co-operatively with them on looking at the regulation as it 

currently stands and looking at does it actually need to be more contemporary to 

deal with a change of circumstances," Barton said last week after releasing Crown's 

December-half Qrofit numbers. 

But Crown's attempt at a small target strategy is probably wishful thinking. 
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Advert isemen t 

While the probe will take a broad look at the regulatory settings of the casino 

industry, it's important to remember it was called to look specifically at two things: 

the purchase of a stake in Crown by Lawrence Ho's Meleo Resorts, and allegations 

of the links between organised crime and the junket operators that bring VIP 

gamblers to Crown's casinos in Melbourne and Perth. 

Along with news that ASIC is now also examining the Meleo deal, the public has 

also been given a fresh reminder of these links via a new joint investigation by The 
Age/The Sydney Morning Herald and 60 Minutes over the weekend. 

The investigation probed Crown's rclationshiR with a Hong Kong-listed junket 

QQerator called Sunciry, which has been accused oflinks with Asian crime gangs. 

Up until late last year, Suncity's VIPs had a special gaming room in Crown's 

Melbourne casino. Suncity has denied all allegations of probity problems. 

(The newspapers and television program are properties of Nine Entertainment Co, 

the publisher of The Australian Financial Review.) 

Potentially tricky territory 
Junkets will be centre stage at the ILGA inquiry on Monday. Last month, counsel 

assisting the inquiry, Adam Bell, said the first round of hearings would examine 

"the vulnerabilities of casinos to money laundering and with anti-money 

laundering strategies. We will also explain what junkets are, the roles they perform 

with respect to casinos and identify their vulnerabilities to organised crime". 

The only witness listed for Monday's hearings is Paul Bromberg, who will appear 

via video link from Bangkok. Bromberg is the senior vice-president of 
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While it must be pointed out that Crown has strenuously defended its record on 

probity matters and its systems and processes. the casino group's relationships 

with junket operators are potentially tricky territory. 

Barton admitted last week's profit numbers, which showed an 11 per cent fall in 

normalised profit for the December half (normalised numbers strip out the impact 

of luck), were affected by the negative RLLblicity surrounding Crown due to the 

probe. 

While the entire Asian market for massive VIP gamblers - or whales as they're 

colloquially known in the industry - was down more than 20 per cent during the 

period according to data for the region's casino capital of Macau, turnover from 

Crown's VIP program play plunged 34.2 per cent in the December half, and almost 

40 per cent in Crown's biggest casino in Melbourne. 

By comparison, VIP turnover at The Star Entertainment Group rose 17 Rer cent 

during the period, although as Citi analyst Bryan Raymond points out, The Star was 

flattered by the fact the whales had an unusually lucky streak, meaning they kept 

playing for longer than they would have if the cards and dice had gone against 

them. 

Crown didn't provide guidance for full-year earnings - it never does - but said 

trading had been soft due to the coronavirus and the ongoing weakness in the VIP 

business. 

Extremely difficult 
Depending on how the next few months unfold, it's even possible Crown might 

need to issue a profit downgrade. As Morgan Stanley points out. for Crown to hit 

consensus expectations for earnings before interest, tax, depreciation and 

amortisation (EBITDA) for the 2020 full year, the casino group will need to achieve 

4 per cent growth in the June half. 
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trends of the December half suddenly turning around and Crown hitting that 

growth target. 

Of course, none of this will come as a surprise to Crown investors, who are resigned 

to an extremely difficult June half. 

Their eyes are firmly focused on December, when Crown is due to open the doors 

on its Crown Sydney hotel and casino at Barangaroo. ahead of a big-bang launch 

event in January 2021. timed for Chinese New Year. 

The bull thesis around Crown is that when this property is fully ramped up, 

Crown's prospects are transformed. It will have a new source of earnings and cash 

flow, three world-class casinos in Sydney, Melbourne and Perth and an extremely 

strong balance sheet with next to no debt. 

It will be a cash machine and a prime takeover target for an international player 

with deep pockets - and patient investors wi ll get their reward. 

But there are two shadows over this rosy vision. The first is the outcome of the 

ILGA inquiry, and the second is the state of the VIP market, given Crown Sydney is 

a VIP-only property. 

The very worst-case scenario for Crown is that the inquiry finds something so 

extraordinary that it forces the NSW government to take away its licence. 

But this seems extremely unlikely. First, Crown is a heavily scrutinised business 

operating in a heavily regulated industry, so finding something of that magnitude 

that regulators don't already know about would seem highly unlikely. And second, 

as several observers have pointed out, with more than 40 storeys of the Barangaroo 

casino out of the ground, and the tax revenue from the casino already baked into 

future NSW budgets, the state government is likely to remain highly pragmatic 

about a project of this magnitude. 
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What's more likely are recommendations chat require Crown to submit junket 

operators it works with to more rigorous screening and approval processes. Crown 

employees working in particularly sensitive areas- dealing with junket operators 

or anti-money laundering, for example - might also face a new probity regime. 

Measures like this will make doing business with VIPs harder, and slower. 

This matters for Crown Sydney given Citi's Raymond estimates about 27 per cent of 

the new casino's revenue will come from foreign VIPs. 

But that business is tough and getting tougher; EBITDA from this market across 

Crown and The Star has fallen by about 40 per cent since its recent peak in 2018. 

The two operators have argued this is actually a positive given the foreign VIP 

market operates at lower margins than their domestic businesses, mainly because 

of all the rebates and freebies given to the gamblers, and the commissions that 

must be paid to the junket operators. 

And there's no doubt the VIP business is inherently volatile; not only can it be 

knocked around by factors such as trade tensions, corruption crackdowns in China 

and now the coronavirus, but the pool of big gamblers is so small - around 1500 

people- that one or two more or less visits during a half can make turnover figures 

bounce around. 

Still, Crown will be hoping the VIP trade does rise again as Crown Sydney opens it 

doors. Having a big pool of domestic VIPs is important, but getting those whales 

down from north Asia will also be crucial. 

Another interesting question for Crown is where the table games segment is 

headed. Crown Sydney will be exclusively table games - that is, no slot machines -

which means Barcon will have watched the drop in table game play at Crown and 

the flat activity at Star in the December half closely. 
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That should mean room for Crown Sydney to grow into. 

James Thomson is a Chanticleer columnist based in Melbourne. He was the Companies editor 
and editor ofBRW Magazine. Connect with James on Twitter. Email James at j. thomson@J_tJ.i'.COm 
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NATIONAL CORONAVIRUS PANDEMIC 

Crown casino savaged for 
staying open during 'national 
security' crisis 

For our free coronavirus pandemic coverage, learn more here. 

By Nick McKenzie 

March 20, 2020 - 3.30pm 
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View all comments 

The deputy head of parliament's powerful national security committee has 
savaged the Victorian government for allowing Crown casino to keep operating 
during the coronavirus pandemic, saying the failure to shut it down might expose 
more people and prompts national security concerns . 

The blast from Labor politician Anthony Byrne against his party's own state 
government came as Crown Resorts suspended its shares from trading until next 
Tuesday, or further announcement, while it is ·continuing to work with the 
Victorian government" over its virus response. 

Mr Byrne rubbished the description of Crown by the Victorian premier Daniel 
Andrews as a "unique" space that was entitled to remain open pending further 
advice, and described the decision to keep operat ing as "untenable". 

https://www.smh.eom.au/nationaVcrown·caslno-savaged-for-staylng-open-durfng-national·securlty·crisis·20200320·P54c3g.html 

CRW.502.003.2575 

1/3 



CRW.502.003.2576 

5126/2020 Crown casino savaged for staying open during 'national security' crisis 

Crown casinos are staying open despite coronavirus concerns. JOSH ROBENSTONE 

"Given this once-in-a-lifetime pandemic is a matter of national security requiring 
us to take all steps to protect our community, Crown and other casinos have to be 
shut down," Mr Byrne said. "Crown doesn't offer a unique community service. It is 
not a special place. It undermines confidence in government measures to contain 
the virus by giving Crown a free ride to remain open." 

Mr Byrne said he was "dealing with petrified emergency services workers - what 
do I tell them if they are infected by a person exposed to the virus they caught at 
the casino?" 

He said state governments that allowed casinos to keep operating were applying a 
"blatantly inconsistent approach" in dealing with the health crisis and risked 
sending mixed messages to the public and businesses. "Why is there one rule for 
casinos and one rule for other businesses? Casinos are not an essential service," 
he said. 

The decision to allow the casino to stay open is in contrast to mass shut downs of 
casinos in Las Vegas, where authorities have closed the famed casino strip. On 
Wednesday, Nevada Governor Steve Sisolak justified the 30-day closure as 
"common sense." In Macau - the world's other major casino destination - casinos 
were shut down for 15 days in February to control the virus spread. 

By contrast, in Victoria and Perth Crown is permitted to run its gaming rooms 
with every second poker machine turned off. In NSW and Queensland, Star 
Entertainment is restricting the opening hours of its gaming rooms to stem the 
spread of the virus, with its three casinos shuttered for four hours every morning 
to enable a "comprehensive cleaning process". 

Mr Byrne's criticism will feed into the perception that Australian casinos wield 
significant political and regulatory sway. 

On Friday a government spokesperson said the exemptions were "a matter for the 
Chief Health Officer. Crown is one of Victoria's largest single-site employers with 
more than 12,500 working there. 

Crown explained its decision on Friday to suspend trading in its shares by saying 
"it is continuing to work with the Victorian government in relation to the 
measures in place for Crown in response to the novel coronavirus ... pandemic". It 
has previously announced "social distancing" policies to restrict the number of 
patrons in individual food and beverage, banqueting and conference facilities 
from 450 people to 100. 

Crown critic and Monash University School of Public Health professor Charles 
Livingstone warned on ABC Radio on Thursday that the failure to shut down 
casinos may exacerbate the spread of COVID-19. 
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"In my opinion poker machines are a high-risk vector for infection given they 

require people to regularly and repetitively touch buttons; Charles Livingstone 

said. 

Sign up to our Coronavirus Update newsletter 

Get our Coronavirus Update newsletter for the day's crucial developments at a 

glance, the numbers you need to know and what our readers are saying. Sign 

up to The Sydney Morning Herald's newsletter here and The Age's here. 

Nick McKenzie 

- Ill 
Nick McKenzie is an investigative reporter for The Age. He's won eight Walkley 

awards and covers politics, business, foreign affairs and defence, human rights 

issues, the criminal justice system and social affairs. 
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Crown to shut gaming floor after 
losing social distancing 
exemption 

For our free coronavirus pandemic coverage, learn more here. 

By Tammy Mills 

Updated March 21, 2020 - 6.11pm, first published at 3.31pm 
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View all comments 

Victorian Premier Daniel Andrews said Crown was no longer exempt from social-d istancing 

rules. AAP 

Crown Resorts will close the main gaming floor at its flagship Melbourne casino 
after it was stripped of its exemption from social-distancing rules aimed at 
arresting the advance of coronavirus. 

The Victorian government had provided Crown's Southbank casino complex with 
a controversial exemption from the rules limiting indoor gatherings to LOO 
people. The James Packer-backed casino giant offered its own suite of policies 

https://www.theage.eom.au/natlonalMctorla/crown-caslno-stripped~f-social-dlstancing-exemption-20200321-p54cly.html 1/4 
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such as deactivating every second poker machine and limiting attendance 
numbers at restaurants, bars, ballrooms and conference facilities. 

But Premier Daniel Andrews said on Saturday the chief health officer had revoked 
the exemption. 

·we're not confident the measures that were in place and were appropriate are 
appropriate now,· Mr Andrews said. 

The revocation prompted the casino to inform staff on Saturday afternoon that it 
would close the main gaming floor. Smaller gambling rooms, such as the 
Mahogany Room, will remain operating. 

Deakin University public health and gaming expert Samantha Thomas said Crown 
should have been playing by the same rules as everyone else from the start. 

A former federal chief medical officer, John Horvath, and a former secretary for 
Commonwealth Department of Health, Jane Halton, both sit on the casino's 
board. 

"This should have been implemented much earlier and the government should 
understand that pandemics trump gambling profits,· Professor Thomas said. 

Calls for the temporary shutdown of Crown's casino escalated this week after 
gaming giants around the world, including in Las Vegas, have moved to close their 
venues in response to the deadly pandemic. 

Australian public health officials from every state and territory wrote to gaming 
ministers saying poker-machine venues often attracted older people who were at 
a heightened risk of illness or death from coronavirus, as well as people who 
might be unable to exercise rational decision-making to avoid venues due to 
addiction. 

The deputy head of Parliament's national security committee also savaged the 
Victorian government for allowing Crown casino to keep operating. 

Labor politician Anthony Byrne spoke out against his party's own state 
government, saying Crown and other casinos must close down. 

The closure of Crown Melbourne, however, would have a damaging economic 
impact. The casino and hotel complex is Victoria 's largest single-site employer in 
the private sector, with more than 12,500 staff. Crown is also a significant 
generator of revenue for the state government. In the last financial year, Crown 
paid tax to the state of Victoria of $238 million. 

ASX-listed Crown Resorts - which placed its shares in a trading halt since Friday 
amid "discussions" with government health officials - has been bracing for a heavy 
hit to its earnings. Restrictions on international air travel have drastically reduced 
patronage from its highest-spending gamblers - known as "whales" - who visit 
Australian casinos from China. 

Crown's lucrative high-roller program revenue was already in sharp decline after 
an investigation by The Age, The Sydney Morning Herald and 60 Minutes revealed 
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it had partnered with tour agents backed by some of Asia's most powerful 
organised-crime syndicates. 

In response to the coronavirus pandemic, two of the biggest casino giants in Las 
Vegas, MGM Resorts and Wynn Resorts, will this week close all their properties on 
the world-famous gambling strip. 

"It is now apparent that this is a public health crisis that requires major collective 
action if we are to slow its progression,· MGM chief executive Jim Murren said last 
week. 

"Accordingly, we will close all of our Las Vegas properties as of Tuesday, March 17, 
for the good of our employees, guests and communities." 

Comment was not immediately available from Crown. 

Victoria's tally of coronavirus cases rose to 229 on Saturday after 51 new cases of 
coronavirus were confirmed overnight. 

The new cases include 30 men and 19 women, with ages ranging from the early 
teens to late seventies. Two further cases are still being investigated by the Health 
Department. 

The overwhelming majority of cases have been recorded in the metropolitan 
Melbourne. Twelve cases of COVID-19 have been detected in region a I Victoria -
five in Greater Gee long, and one each in Hepburn, Surf Coast, Warrnambool, 
Macedon Ranges, Mildura, Latrobe and Ballarat. 

Overall, SI people have recovered from the disease across the state. 

So far almost every confirmed case has been an overseas traveller or someone who 
has been in close contact with a person already known to have been infected. 

There are two confirmed cases of COVJD-19 in Victoria that may have been 
acquired through community transmission. 

Sign up to our Coronavirus Update newsletter 

Get our Coronavirus Update newsletter for the day's crucial developments at a 
glance, the numbers you need to know and what our readers are saying. Sign 
up to The Sydney Morning Herald's newsletter here and The Age's here. 

Tammy Mills 

f 'I • 
Tammy Mills is the legal affairs reporter for The Age. 
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