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Crown Melbourne Limited Audit Committee

Tuesday, 2 February 2021 at 1100hrs
Chairman’s Office, Level 3, Crown Towers | Webex

Attendees: Toni Korsanos (Chair), Professor John Horvath, Ken Barton

Also Invited: Mary Manos, Alan McGregor, John Salomone, Xavier Walsh, Anne Siegers, Shannon Byrne, 
Rachel Milum (KPMG), Simon Bramwell (KPMG)

Apologies: None

AGENDA

1. Minutes of Previous Meetings
1.1. Confirmation of Minutes of the meeting on 23 November 2020

2. Matters Arising

3. Internal Audit
3.1. Internal Audit Activity Report

4. Material Risk Update
4.1. Risk Report

5. Financial Results
5.1. Half Year Results – 31 December 2020
5.2. Key Accounting Issues

6. KPMG Audit Update – Half Year, ended 31 December 2020

7. Emerging Risks and Other Business
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Minutes of Previous Meetings
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AGENDA ITEM 2:

Matters Arising

There are no matters arising.

2

CRW.508.001.4767



AGENDA ITEM 3:

Internal Audit 3

CRW.508.001.4768













Crown Melbourne
Agenda Item 03: Internal Audit Report
November 2020 to January 2021

6 of 8

∑ Step 3 – Define critical success factors;
∑ Step 4 – Document stakeholder expectations;
∑ Step 5 – Implement;
∑ Step 6 – Obtain feedback;
∑ Step 7 – Report results; and
∑ Step 8 – Continuously improve.

Full detail on each step will be presented to each stakeholder when implementing the model.

5.2 Phase 3 – Optimisation of Structure, Framework and Methodology

With Phase 1 being complete there must be a continual review of all components of Internal Audit 
operations to ensure continual improvement and optimisation. Whilst there is an annual review
process in place, three key components have been identified for a prioritised review and update. 
These are:

∑ Strategic Audit Planning – There has been a continual push over the past two years to ensure 
we create an agile, risk based Audit Plan. This agility has gone to a new level in FY21 as a result 
of the business shutdown but has presented an opportunity to trial a different planning 
method. During the FY22 planning process we will look at ways of building an enhanced agile 
approach into our Plan, ensuring appropriate protocols are in place. This is also linked to the 
implementation of the engagement model noted above where through greater engagement 
with the business, audits required to be undertaken may be identified on a more regular basis;

∑ ERCC / Audit Committee / Board Reporting – Internal Audit will work with the business to 
ensure that our quarterly reporting is providing the key information required by all parties in a 
desired format; and

∑ Internal Audit Reports – Whilst we have received a lot of positive feedback regarding the 
format and content of our Reports under the new framework, it is acknowledged that Reports 
can provide significant detail at times that may impact their readability with key points being 
buried in the detail. Different strategies for improving our Reports will be investigated, 
ensuring Management are always fully informed of all detailed findings.

3.1
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Appendix 1 – Overall Report Rating Definitions

Excellent
Processes and controls are adequate and operating effectively to mitigate key risks. 
There are no opportunities for improvement.

Good
Processes and controls are adequate and operating effectively to mitigate key risks. 
There are minor opportunities for improvement in some areas.

Satisfactory
An adequate control framework exists to effectively mitigate key risks.  There are 
opportunities for improvement in some areas.

Improvement 
Required

Although a control framework exists, a number of issues have been identified which 
require management attention.

Seriously Adverse
Key control issues have been identified which require immediate senior management 
attention.

3.1
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SECTION 1 – EXECUTIVE SUMMARY

The purpose of this report is to provide:

∑ An overview of the main events that have materialised since the last report and an ongoing 
update of events that continue to remain materially relevant to the business;

∑ A dashboard that considers those events against the Board’s Risk Appetite thresholds;

∑ An assessment of how these events may impact on the risks facing the organisation, and 
therefore if adjustments to the corporate risk profile are necessary; 

∑ An update on all material risks currently identified in the corporate risk profile (the ‘critical’ 
and selected ‘high’ risks in the updated Crown Resorts risk profile depicted as “material 
risks” in the Crown Melbourne Risk Map set out on page 6 of this report).

Since the last report in November 2020, a number of internal and external events have evolved or 
materialised, or continue to remain of material relevance, which have the potential to impact the 
overall risk profile of the organisation, and particularly its material risk exposures.  

The key events that have taken place or remain relevant during the period include:

External factors
The Melbourne property closed for over 7 months from 23 March 2020, due to the declared national 
COVID-19 pandemic, and at the direction of government authorities.  

From 28 October 2020, retail and F&B outlets started re-opening; hotels started to re-open from 8 
November 2020 and gaming resumed in very limited capacity on 18 November 2020. 

Since that time, the Victorian government has slowly lifted some of the closure and social distancing 
restrictions, and all operations are resuming to some degree. The government is being very cautious 
with allowing large gatherings, and Crown is ensuring that it meets both the letter and the intent of 
any requirements that are still imposed on our operations.

As experienced during the Perth re-opening, some challenges have been experienced with 
absenteeism in the F&B and hotel business, which is in part due to the impact of Jobkeeper 
payments on staff’s willingness to return to work. Some staff have also found alternate employment 
during the shut-down period and will not be returning to Crown.

Continuously changing border restrictions with other states are part of the new landscape and will 
most likely continue for some time through 2021, which will require Crown to make operational 
changes at very short notice, as well as restrict business volumes due to low travelling numbers.

Any increase in cases in Victoria, as well as any patrons visiting Crown that would test positive, will
also require immediate response with business impact.

Regulatory Matters
As previously reported, as a result of the allegations put by the Nine Network (60 Minutes program, 
SMH and the Age) various investigations and inquiries are continuing involving ILGA, the VCGLR and 
AUSTRAC. 

4.1
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The ILGA Inquiry concluded its public hearings and Crown made its final written submission prior to 
the Christmas break. The final report is expected to be released to ILGA by 1 February 2021. 

VCGLR matters

Crown has received a number of Section 26 and Show Cause Notices from the VCGLR, mostly in 
relation to matters raised during the ILGA inquiry. 

On 17 December 2020, the government announced its intention to request that the VCGLR bring 
forward the 7th review of the Casino Operator and Licence under section 25 of the Casino Control 
Act, with the report expected to be issued by December 2021.

The VCGLR is in the process of appointing a dedicated Sessional Commissioner to conduct the review 
and will start the process in the coming weeks.

During the period, Crown has continued to address and engage with the VCGLR on the 
Recommendations made by the VCGLR as part of its Sixth Review of the Casino Operator and 
Licence.  

As previously reported, as a result of media allegations against Crown reported in July 2019, the 
VCGLR provided notice of its intention to continue its investigation into the China Matter.  Crown has 
received further communication from the VCGLR in regards to this and our response is required by 
Friday 22 January 2021.

A number of older historical matters have been closed by the VCGLR (see agenda item 7 for further 
details).

Operational Matters
A new organisational structure was approved by the Crown Resorts Board and communicated to the 
organisation in December 2020. The main changes to the structure include the elevation of 
governance roles (Risk, Compliance and AML) to the Crown Resorts level, to ensure a greater 
oversight across the organisation, and the replacement of the CEO – Australian Resorts and CLO –
Australian Resorts, with a CEO at each property and a consolidation of legal responsibilities at the 
Crown Resorts level. Xavier Walsh was appointed CEO – Crown Melbourne.

The JobKeeper program was implemented at Crown, which is helping to support staff who have been 
stood down during the closure period and the limited re-opening period.  The government 
announced the continuation of the program to 28 March 2021, on adjusted terms.  Crown 
Melbourne continues to be eligible for the JobKeeper payment scheme.

As previously reported, Crown Melbourne received a Show Cause Notice from the Melbourne City 
Council relating to combustible cladding on the Metropol Hotel (dated 11 April 2019).  Crown lodged 
additional information on 22 May 2020 and the Victorian Building Authority filed its comments to the 
Building Appeals Board (BAB) on 12 June 2020. In December 2020, the BAB denied Crown’s 
submission, following comments from the Victorian Building Authority. Next steps are being 
discussed.

Crown has been proactively replacing small sections of cladding along the Podium riverfront during 
this low traffic period and is preemptively conducting additional testing on the other buildings in the 
complex.

4.1
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The matter has been referred to AUSTRAC’s Enforcement Team, who on 16 October 2020 sent a 
further s 167 Notice.  The Notice requires Crown to provide information and documents in relation 
to:

∑ AML/CTF Programs;
∑ ML/TF Risk Assessments;
∑ Customer Risk Ratings; and
∑ Enhanced Customer Due Diligence.

Crown has provided the documentation and information, with the final submission provided on 18 
January 2021.

The Financial Action Task Force (FATF) was expected to visit Australia during Q1-Q2 FY20 to 
complete an assessment of Australia’s compliance with international AML standards.  Any adverse 
outcomes are likely to impact the legislative/regulatory framework in Australia, which could 
ultimately affect the obligations of reporting entities. 

AUSTRAC’s Junket Risk Assessment was published on 11 December 2020. It provides an overview of 
the criminal threat environment and an analysis of specific vulnerabilities.

Crown is meeting with AUSTRAC’s Risk Assessment team to answer follow-up questions relating to 
AUSTRAC’s casino industry risk assessment.

The ILGA Inquiry has focused on elements of Crown’s AML/CTF practices, particularly related to 
transactions on the Riverbank and Southbank accounts.  Crown engaged with AUSTRAC on this issue 
and prepared a response to a number of queries AUSTRAC has put to Crown. There have been no 
further developments on this matter since the last report.  Crown is continuing to review these 
accounts with the assistance of external experts.

The AML/CTF team, with the support and leadership of the whole organisation, is progressing the 
implementation of the Joint AML/CTF program, which is substantially completed.  Please refer to
agenda item 9 for a detailed update on AML/CTF matters.

With regards to enhancing Crown’s engagement with Law Enforcement Agencies, Nick Kaldas is 
assisting Crown is creating a framework for collaboration and information sharing. 

The Anti-Money Laundering and Counter-Terrorism Financing and Other Legislation Amendment Bill 
2019 (Cth) passed both houses of Parliament on 17 December 2020. 4.1
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MATERIAL DEVELOPMENTS

Crown Melbourne – 6th Section 25 Casino Licence and Operator Review

Crown is working with the VCGLR to address each of the 20 Recommendations made by the Sixth’s 
25 Review of the Casino Operator and Licence. Seventeen Recommendations have been responded 
to by Crown within the agreed timelines. Of the remaining three, one is not yet due, one received an 
extension for completion as a result of the COVID-19 closure and the third, the meeting between the 
Commission and the Crown Resorts Board for Recommendation 20, had been postponed as a result 
of COVID-19 and the ILGA Inquiry and is currently rescheduled for 10 February 2020.

Crown Melbourne – 7th Section 25 Casino Licence and Operator Review

On 17 December 2020, as results of the ILGA Inquiry, Crown was advised that the VCGLR will bring 
forward its seventh s 25 review of the Casino Operator and Licence.  The review is to assess the 
ongoing suitability of Crown Melbourne Limited, to hold the Casino Licence within Victoria.  

The Victorian government communicated its expectation that the report will be issued by December 
2021.

A dedicated Sessional Commissioner is currently being appointed to conduct the review.

ICS Review

The VCGLR has implemented a review of 10 of Crown Melbourne’s Approved Internal Control 
Statements (ICSs), to propose amendments to strengthen their overall operation and minimise 
potential risks. The VCGLR proposed that Crown provide any feedback in writing, however, Crown 
instead offered to prepare the revised drafts, which was accepted.

A meeting was held on 13 November 2020 to discuss the first two of the ICSs to be reviewed, being 
Junket and Premium Player Programs and the Introductory Chapter.

The remaining eight ICSs to be reviewed are: Cheque Cashing and Credit Facilities; Revenue Audit 
and Reporting; Cage Operations; Count Room and Drop Box, Drop Bucket and Note Stacker 
Collection; Surveillance; Security Operations; Table Games Operations and Gaming Machine 
Operations.

4.1
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Crown Melbourne – Section 26 Notices Requesting Information and Notice to Show Cause

Since September 2020, the VCGLR has issued a number of Section 26 and Show Cause Notices to 
Crown, based on information discussed during the ILGA Inquiry.

Crown has responded to each notice and is awaiting further communication from the VCGLR. Crown 
has been asked to present its argument to the Commission in person with regards to the Show Cause 
Notice. This presentation will take place on 21 January 2021.

Crown Melbourne – AUSTRAC Enforcement Team Investigation

Crown responded in late 2019 and early 2020 to s 167 Notices regarding Compliance Assessments of 
Crown Melbourne’s AML/CTF Program, with a focus on High Risk Customers and Politically Exposed
Persons.

On 16 October 2020, Crown received a further s 167 Notice from the AUSTRAC Enforcement Team.  
The notice requires Crown to provide information and documents in relation to:

∑ AML/CTF Programs;
∑ ML/TF Risk Assessments;
∑ Customer Risk Ratings; and
∑ Enhanced Customer Due Diligence.

Following consultation with AUSTRAC Crown has provided its responses to the s 167 Notice in 
tranches with the final tranche provided on 18 January 2021.

Crown has engaged Allens to assist with the investigation.

ILGA Inquiry – Riverbank / Southbank

The ILGA Inquiry has focused on elements of Crown’s historical AML/CTF practices, particularly 
related to transactions on the Riverbank and Southbank accounts.  It has provided a response to 
queries from AUSTRAC, and no further developments have occurred since the past report.

Crown is continuing to review these accounts with the assistance of external experts.

Crown Melbourne – EGM Continuous Play

The VCGLR has issued Crown with a Notice of Non-Compliance and closed this matter.

Other matters:

A number of other matters have not seen any developments since the last report, but remain in 
progress with potential material impacts to Crown, which include:

• Crown Melbourne – Mercury Wheel

4.1
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Crown Melbourne Limited Audit Committee
Key Accounting Issues – 2 February 2021

1

Introduction

Whilst Crown Melbourne does not prepare stand alone half yearly financial statements, this paper 
discusses the key accounting issues arising in relation to the half year results of Crown Melbourne 
for the six months ended 31 December 2020.  

1. Doubtful Debts Provisioning

In accordance with AASB 9 Financial Instruments, Crown Melbourne has recognised a doubtful debt 
provision for the expected uncollectable amount of trade receivables. The standard refers to this as 
the recognition of lifetime expected credit losses (ECLs). AASB 9 does not prescribe how an entity 
should estimate the lifetime ECLs, but does allow the use of a provision matrix as a practical 
expedient. The Crown Melbourne matrix uses historical default rates, as well as taking into account 
current conditions, the time value of money and forecasts of future economic conditions, including 
the impact of COVID-19 and Crown’s announcement regarding its relationship with junket 
operators. This is consistent with the provisioning policy adopted at Crown Resorts Group (the 
Crown Group) level.

Debtor Provisioning

The table below is a summary of Crown Melbourne’s net gaming debtor exposure for the past four
reporting periods.

One-off allowance for credit losses

On 17 November 2020, Crown announced that it would permanently cease dealing with all junket 
operators, subject to consultation with gaming regulators.  Crown will only recommence dealing 
with a junket operator if that junket operator is licenced or otherwise approved or sanctioned by all 
gaming regulators in the States in which Crown operates.  

In light of the above, Crown Melbourne undertook a review of all outstanding gaming debtors and 
adjusted the level of provisioning as appropriate. This resulted in a $28.0 million one-off adjustment 
to the allowance for expected credit losses largely relating to outstanding junket debt. During the 
period, there was no international VIP revenue and minimal interstate activity. 

Crown is proposing to disclose the one-off increase to the allowance for expected credit losses as a 
Significant Item given the material and unusual nature of the expense. The expense has largely 
arisen following Crown’s announcement that it would no longer deal with junket operators, thereby 
reducing the likelihood of collection of the outstanding amounts owed by junkets.

Dinner by Heston Blumenthal Provision 

Dinner by Heston (DBH) has been placed in liquidation, owing Crown Melbourne $4.5m in expenses 
paid by Crown Melbourne on behalf of DBH as well as a $0.7m working capital loan. In addition, 
Crown understands that DBH has outstanding employee liabilities (unpaid overtime) of 

Dec-20 Jun-20 Dec-19 Jun-19
$m $m $m $m

Gross gaming debtors 71.8 73.8 65.2 64 2
Provision against adjusted gaming debtors (71.1) (43.7) (21.0) (19.3)
Net debtors 0.7 30.1 44.2 44 9

Provision as a % of gross debtors 99% 59% 32% 30%

5.2
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2

approximately $4.5m (or $1.6m net of receipts held by Crown Melbourne). Given the ongoing 
uncertainty associated with the outcome of this matter, Crown continues to believe it is prudent to 
recognise a $6.8m provision. The Crown Group has a $7m provision in relation to this matter.  There 
have been no developments with respect to Dinner by Heston since the F20 reporting period. 

2. Going concern

Crown Melbourne has a net current asset deficiency position of $59 million at 31 December 2020. 
However, the latest forecast shows positive operating cash flows for the balance of F21. In addition,
Crown Melbourne has a net related party receivable balance of $713 million due from entities 
within the Crown Group. This receivable is currently classified as non-current and does not 
therefore mitigate the current asset deficiency, however it is payable when called. Furthermore, 
consistent with previous years, Crown Resorts provides an annual letter of financial support to 
Crown Melbourne.

Accordingly, there are reasonable grounds to believe that Crown Melbourne will be able to pay their 
debts when they are due.

3. JobKeeper / Government Grants

During the period, Crown Melbourne was entitled to government payments relating to an employee 
retention scheme (JobKeeper). Under the JobKeeper program, Crown Melbourne recorded $27.1
million in payroll subsidies which related to the period from 1 July 2020 to 31 December 2020, for 
employees that continued to work for Crown Melbourne in either a full or partial capacity. 
Consistent with the 2020 financial year, Crown Melbourne has elected to present grants related to 
payroll expenses as a deduction against the related expense in the P&L.

In addition to the amount detailed above, Crown Melbourne has recorded a further $82.9 million in 
JobKeeper payments relating to employees that were stood down during the year. These amounts 
were fully paid directly through to Crown Melbourne’s employees.

4. Costs incurred during mandated closure (Closure Costs)

During the period, Crown Melbourne was directed by the State Government to suspend its gaming 
activities and other non-essential services. The Government mandated closure was effective 
throughout the period to 12 November 2020 when gaming activities recommenced, albeit in a
severely restricted manner. During July and August 2020, Crown Melbourne’s hotels remained open 
largely to provide the State Government with hotel quarantine services.

Crown Melbourne ordinarily operates each day of the year and, apart from minor exceptions, 24 
hours each day. Due to the unprecedented nature of the Government mandated closure during the 
period, the circumstances surrounding Crown’s closure are exceptional. During the closure periods 
for Crown Melbourne, whilst Crown did not generate any gaming revenues, Crown continued to 
incur expenses to maintain its operations. Given these exceptional circumstances, Crown is 
proposing to separately disclose all costs incurred during the mandated closure period. Consistent 
with the 2020 financial statements, the closure costs exclude costs in relation to hotel quarantine 
services provided during the closure period but include the impact of the JobKeeper program. 5.2
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AGENDA ITEM 6:

KPMG Audit Update

A verbal update will be provided at the meeting in respect of this item.
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Emerging Risks and Other Business
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