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Audit & Corporate Governance Committee

Meeting of the Committee to be held on Wednesday, 4 December 2019
at 9.30am at Level 3, Crown Towers, 8 Whiteman Street, Southbank

Attendees
Committee: Helen Coonan (Chair)
Michael Johnston
Toni Korsanos
Mary Manos (Secretary)
By Invitation: John Alexander

Ken Barton
Lauren Harris

RESTRICTED AGENDA

1. Auditor Review

2. DGN Restructure
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AGENDA ITEM 1:
Auditor Review
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Audit & Corporate Governance Committee

Memorandum
To: Audit & Corporate Governance Committee
From: Ken Barton
Date: 29 November 2019
Subject: Review of Statutory Auditor

The purpose of this paper is to review the current arrangements for the audit of Crown’s accounts
and, in particular, to determine whether Crown should consider going to tender for its statutory
auditor.

For the reasons outlined in this paper, management recommends that a tender process be
undertaken to consider alternative statutory auditors for Crown.

Background

Ernst & Young (EY) has been Crown’s statutory auditor since the PBL demerger in 2007. Prior to the
demerger, EY was Crown’s auditor since its inception in 1994. Throughout this entire period, EY has
also provided Crown with non-audit services, largely comprised of tax advisory services.

For a number of years, proxy advisers and shareholder advocates have raised concerns over the level
of non-audit fees paid to EY. Proxy advisers believe that a ‘large imbalance’ in non-audit fees could
have an actual or perceived impact on the independence of an auditor. A summary of the views
expressed by these organisations is as follows:

e CGI Glass Lewis takes the view that non-audit fees should not exceed audit fees, and will hold
the Chair of the Audit Committee accountable for ensuring this is the case. As a result, CGI
recommended shareholders vote against the re-election of Helen Coonan at the 2019 AGM.

e |SS believes that the ‘excessive’ level of non-audit fees paid to EY by Crown gives rise to
‘governance concerns for shareholders’. Crown currently has the lowest score for governance on
ISS” Governance Profile (10 — measuring “higher risk”), with “Audit & Risk Oversight” one of ISS’
key governance quality score metrics, for which Crown is rated 9. ISS has encouraged
shareholders to engage with Crown directly on this matter in the past. A score of 1 indicates
lower governance risk, while a 10 indicates higher governance risk versus its index or region.

e Ownership Mattes and ACSI have also raised concerns that the ‘bulk of fees’ received by EY have
been for non-audit services, largely relating to tax advice.
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At the conclusion of the tender process, should it be decided that Crown appoint an alternative
external auditor, this would require approval of the members at Crown’s Annual General Meeting.

Legal Requirements for the Replacement of an Auditor

The Corporations Act 2001 (Cth) sets out the process to be adopted should a company determine
that it wishes to replace its auditor.

There are two options. The first is that Crown may seek to remove the auditor at an annual general
meeting, or alternatively, the auditor may resign from office following consultation with the
company. The second option is obviously preferable.

As with director appointments, should an auditor resign prior to an annual general meeting, the
directors of a company can appoint a new auditor to fill the casual vacancy created with that
appointment requiring approval of members at the next AGM.

There are various notice and consent requirements which would also need to be met.

A change in auditor must also be announced to the market.

Decision of the Committee

Having regard to the above, it is recommended that the Committee propose to the Board that a
tender process be undertaken to consider alternative statutory auditors for Crown.

Kind Regards

Ken Barton
Chief Financial Officer and CEO Digital
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AGENDA ITEM 2:
DGN Restructure
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