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MS N. SHARP SC appears with MR S. ASPINALL as courd assisting the
Inquiry

MR N. YOUNG QC appears with MS C. HAMILTON-JEWELL o f counsel for
Crown Resorts Limited and Crown Sydney Gaming Pty ltd

MR T. O'BRIEN appears of counsel appears for CPH Cown Holdings Pty Ltd
MR S. FINCH SC of counsel appears for Melco Resort& Entertainment Ltd

COMMISSIONER: Yes, Ms Sharp.

MS SHARP: Good morning, Commissioner. Can ltdigitendering a small
number of supplementary documents.

COMMISSIONER: Yes.

MS SHARP: You should have before you, Commissioasupplementary index
dated 26 February, 2020.

COMMISSIONER: Should I?

MS SHARP: You should. | can hand up my copyhat index, Commissioner.
COMMISSIONER: Thank you. All right. Yes, thagku.

MS SHARP: Commissioner, you will see there ave tiocuments on that index,
some of which were referred to in the evidence fpyavious witnesses. Can |
tender that as exhibit — well, each of those documas part of exhibit D.
COMMISSIONER: Yes, of course. Any objectionsaoy statements about them?
No. Yes, they will become exhibits D1 to D5.

EXHIBIT #D1 TO D5 DOCUMENTS

MS SHARP: Thank you, Commissioner. For the s#kdarity, | should note that |
understand that these documents are, as we spzag,Uploaded to whatever
they’re uploaded to in order to make them availabléne interested parties.

COMMISSIONER: Yes, thank you. These are the dumis referred to in the
evidence in any event.

MS SHARP: Yes.

COMMISSIONER: Yes, thank you Ms Sharp.
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MS SHARP: Commissioner, the first witness thisminag is Ms Jessica Lin. She
will be appearing by video link from Las Vegas.

COMMISSIONER: 1see. Good morning, Ms Lin.

MS LIN: Good morning, Commissioner.

COMMISSIONER: Ms Lin, thank you for making youlfsgvailable to assist us. |
understand that you wish to make an affirmatiogive your evidence; is that
correct?

MS LIN: Yes, that's correct.

COMMISSIONER: All right. Then | will administahat affirmation now. Are you
ready?

MS LIN: Yes.

<JESSICA LIN, AFFIRMED [10.01 am]

<EXAMINATION BY MS SHARP

COMMISSIONER: Yes, thank you, Ms Lin. Yes, MsaB

MS SHARP: Ms Lin, could you tell the commissiaouy full name, please

MS LIN: Yes, Jessica Lin.

MS SHARP: And your address is known to those at@assisting this inquiry?
MS LIN: Yes.

MS SHARP: Now, | wanted to start by asking yoowbyour training and
experience and something about your work hist@ugt me start with your
curriculum vitae. It's correct that you have pied a curriculum vitae to this
inquiry?

MS LIN: Yes, that’s correct.

MS SHARP: Could we pull up document INQ.500.08624. Commissioner, that's
exhibit A251.

COMMISSIONER: Thank you.
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MS SHARP: Ms Lin, do you have before you thetfpage of your two-page CV?
MS LIN: 1do, yes.

MS SHARP: And that’'s the one that you providedhis inquiry?

MS LIN: Yes.

MS SHARP: And we may take it that that correstigtes your experience and work
history?

MS LIN: Yes, that's correct.

MS SHARP: Now, just to go through that in aditdit more detail — and we can
take the document down now, thank you — you'rettrrgey in the United States.

MS LIN: Yes, | am licensed in California and Caldo.

MS SHARP: That means that you've been admitteétiedCalifornian State Bar and
the Colorado State Bar.

MS LIN: Correct.

MS SHARP: You have a law degree from the Univgrsi Denver.
MS LIN: Yes.

MS SHARP: And incidentally, you speak Mandariond you?
MS LIN: 1do, yes.

MS SHARP: Are you fluent in Mandarin?

MS LIN: | am, yes; | can speak, read and write.

MS SHARP: Now, you're also a certified anti-monayndering specialist, aren’t
you?

MS LIN: Correct.
MS SHARP: And what organisation do you have deatification from?

MS LIN: That certification is issued by the Asgdon of Certified Anti-Money
Laundering Specialists.

MS SHARP: Is that known as ACAMS?
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MS LIN: Yes, that’s correct.
MS SHARP: And that’s an international organisa#o
MS LIN: Yes.

MS SHARP: In order to receive that certificatiolo, you need to undertake
specialised training in anti-money laundering aodnterterrorism financing?

MS LIN: Yes. So the exam itself is a three howdtiple choice exam and then |
believe the recertification process is 60 contigwaducation credits.

MS SHARP: And, of course, you need to undertakeestraining in order to
undertake that exam?

MS LIN: Yes.

MS SHARP: Now, from 2013 to 2014, you were an-ardney laundering
compliance analyst at Western Union, weren’t you?

MS LIN: Yes, | am —or | was.

MS SHARP: s it right that Western Union is ayw&rge international currency
remitter?

MS LIN: Yes.

MS SHARP: And what were your key responsibilitassthe AML compliance
analyst at Western Union?

MS LIN: So as analyst my primary responsibilitgsunvestigating cases. So | was
looking at a lot of transactional data and usiray know, third party database or
public sources to conduct due diligence.

MS SHARP: Now, after you completed your work agdéérn Union, you came to
work at the Las Vegas Sands Corporation, didn’tyyou

MS LIN: Yes, | did.

MS SHARP: And you worked there from 2014 untill@0firstly, as compliance
counsel and later as the director of anti-monepdauing operations?

MS LIN: Yes, that's correct.

MS SHARP: Now, did you work just in respect oh8a Casinos in Las Vegas or in
respect of its casinos globally?
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MS LIN: So as compliance counsel | was part ef¢brporate compliance
department. So that did assist our Singapore aachMoperations. As director of
AML operations it was oversight responsibility fast the two Las Vegas properties.

MS SHARP: And the two Las Vegas properties are Yanetian and The Palazzo?
MS LIN: Yes, that’s correct.

MS SHARP: It's right that Sands also operates Yaeetian in Macau?

MS LIN: Yes.

MS SHARP: And Sands operates the Marina Bay Sian8@isigapore?

MS LIN: Yes.

MS SHARP: Now, I don’t want you to give me anyfidential information in
answer to this, but can you explain the circumstane which you came to work for
the Sands Corporation?

MS LIN: Yes, so in 2013 the Department of Justicecluded a criminal
investigation and decided not to indict Las VegasdS because the organisation
was very cooperative in the anti-money laundenmgstigation. What the Sands
needed to do, however, was to return close to #8@mfor alleged — for funds that
allegedly came from a drug trafficker.

MS SHARP: And was part of the reason you camnteetaorking at — | will just call
it the Sands, because the Sands was required toumfis anti-money laundering
procedures.

MS LIN: Yes.

MS SHARP: Now, can you tell us what exactly yole involved while you
worked at the Sands?

MS LIN: Yes. So as part of compliance counsatially it was to build the
program and create — develop a lot of enhancedipsland procedures as well as,
you know, just kind of tracking our improvement assisting with audits for the
next two years. As director of anti-money laundgroperations, my responsibility
was to oversee the day-to-day operations so tbhtdad ensuring that the currency
transaction reports are filed on time, any suspgiactivity reports that we need to
file are also filed on time, and any sort of invgation that leads up to the reporting,
as well as due diligence for all incoming payments.

MS SHARP: Did you also play a role in developarganti-money laundering and
counterterrorism financing compliance program?
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MS LIN: 1did, yes.

MS SHARP: And did you also play a role in condgugta risk assessment with
respect to anti-money laundering and countertesmofinancing?

MS LIN: Yes, | was involved in that process adlwe

MS SHARP: And may we take it that in doing thbse things which I've just
identified, you took the time to identify what bg@sactices were with respect to
compliance programs and with respect to risk assests?

MS LIN: Correct, yes.

MS SHARP: Now, since you have left your employirerthe Sands Corporation,
you have come to do some contract work for ACAM&;dn’'t you?

MS LIN: Yes, | have.

MS SHARP: And that has been in the role of tragnin anti-money laundering and
counterterrorism financing procedures?

MS LIN: Yes. So my role was to serve as a subjetter expert to help with
content development for a certificate course.

MS SHARP: And what was the subject matter in Wwhiou were identified as an
expert?

MS LIN: So for AML — or AML in casinos. The céitate course itself did not
delve into kind of how to build policies and prooees but it was mainly to — what
an AML program would require, some of the AML olaligpns that are required, and
how to identify those typologies and red flags.

MS SHARP: And this is in the specific contextoaino operations, is it?

MS LIN: Yes.

MS SHARP: And tell me, are you currently prepgrsome training for junkets in
Macau?

MS LIN: That was part of the general awareneasitig course that | was working
on.

MS SHARP: And are you able to tell us any moreutbvhat ACAMS is doing
with respect to junkets in Macau?

MS LIN: Sorry, as far as the risks or - - -
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MS SHARP: Yes, with the AML, that is the anti-n@ynaundering training, what
are you doing with respect to junkets in Macauars @f that training?

MS LIN: So it was primarily to understand thekeghat are involved with junkets.

MS SHARP: And have you delivered any of thatrirag to junkets in Macau as
yet?

MS LIN: 1didn’t personally do any delivery oféttraining. | was a contractor with

ACAMS so they would be the one who ends up doingsamt of delivery, or the
course could be accessed online.

MS SHARP: So just so | understand, your role lvaged to identifying the risks
of money laundering and counterterrorism finandhrag junkets in Macau may
present?

MS LIN: Yes.

MS SHARP: Are you able to share with us what tugions you reached in
relation to those risks?

MS LIN: So generally speaking, as far as Macaesgbcence, you know, are
licensed — junkets are licensed but the type &fthsy present is they act as an
intermediary that brings customers to casinos artties primary risk is
understanding who these customers are and whese sloeirces of funds are coming
from.

MS SHARP: And have you reached the conclusionttieae are risks of money
laundering with respect to junkets in Macau?

MS LIN: Yes, there’s general risks that are asged with junkets.

MS SHARP: Now, just so | understand, it’s righat you have an in-depth
understanding of anti-money laundering laws inuinged States?

MS LIN: Yes.
MS SHARP: And also in Macau?

MS LIN: Primarily in the US. Macau is not exacthy area of expertise. | have
some general knowledge but it's not something itkiatdelved very deeply into.

MS SHARP: Is it also correct to say you haveradepth understanding of various
money laundering techniques and methods used imosas Nevada?

MS LIN: Yes.
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MS SHARP: Now, in the questions I'm going to &ski now, Ms Lin, | intend to
restrict my questions to what is happening in a@sin Nevada, unless | say
otherwise. | just want to clarify something at beginning. Junkets in Nevada are
known as independent agents, aren’t they?

MS LIN: Yes, that's correct.

MS SHARP: And they are registered by the stajeledor.

MS LIN: Correct. The Nevada Gaming Control Board
COMMISSIONER: I'm sorry?

MS LIN: They’re registered with the Nevada Gam@gntrol Board.
COMMISSIONER: Thank you.

MS SHARP: And is it the case that under the [&Mevada, independent agents
are not permitted to provide credit to junket pag®

MS LIN: That's correct.

MS SHARP: Now, independent agents stand in macketast to gaming
promoters, otherwise known as junkets, in Macau?

MS LIN: They serve similar functions, becaus¢hatend of the day, they
essentially introduce high rollers to casinos. tHwheir role as a third party
contractor.

MS SHARP: But, in contrast to independent agegasjing promoters in Macau do
provide credit to junket participants?

MS LIN: Yes. So yes, that would be the differenges.

MS SHARP: | just wanted to work through the megnof certain terms with you,
if I could, Ms Lin. Can | start with this term. W&t is a VIP player?

MS LIN: A VIP player is synonymous with a highles and typically these are
players that game at a very high credit limit amelytusually typically would game in
a private gaming salon. And so depending on tsaoathe high roller could be
defined differently, but based on enforcement actibe most recent one against an
resort in Las Vegas, a private gaming salon plagetes in about $300,000, US
dollars, in credit line or as deposit into theorft money account. | know prior to the
financial recession it was as high as 1 millionatslfor that kind of invitational
entry. But | would say nowadays it's probably ardb00,000.
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MS SHARP: And to participate in high roller gamnlgl in a casino in Nevada, is it
necessary for the high roller to either depositfrmoney or obtain a line of credit
from the casino?

MS LIN: Yes, that would be the prerequisite.

MS SHARP: And is that what gives the VIP or tghtroller access to the VIP
salons?

MS LIN: Yes.
MS SHARP: And that’s organised in advance of\fif¢ attending at the casino?

MS LIN: Yes. So the VIP could be identified @tlby a marketing host that works
for the casino operator directly, or it could beaduced through an independent
agent. But once this customer is identified, gagon would have to set up his or
her own casino profile and apply for credit dirgatlith the casino operator.

MS SHARP: | will come back to ask some more goestabout that moment
material. In the meantime, are you able to givaugdication of what the
minimum bets are for baccarat at casinos in Neveataying to VIPs?

MS LIN: So for the VIP private salon again it wdwalepend on the casinos, but
typically it would be a minimum of 5000 and abovEhere is kind of — this is for the
private gaming salon — there is also what we chlbga limit salon that's open to the
public but generally the wagers are a little higttamn your main floor. Those could
range from, you know, 100 to — actually 500 to 566, you know, weekend night
whereas the main floor could be a minimum of 25Q6.

MS SHARP: Can | just ask you to assume sometimnge. Assume there’s a
casino in Australia and assume that casino hassmum bet of 30 Australian
dollars for a hand of baccarat. Does that soweddihigh roller bet to you?

MS LIN: What's the exchange rate between Ausiratiollars?

MS SHARP: [ think about 20 US dollars.

MS LIN: Yes, that would just be a main floor atr

MS SHARP: Can you explain to us what markers are?

MS LIN: Markers is essentially a negotiable ingtent. The Gaming Control
Board has very prescriptive procedures for issthigy but it's an extension of
credit. And what happens is that, let's say | haweedit line of 100,000. I goto a
baccarat table. | can take out a $10,000 mar&erl don’t have to use up my credit

line at once at any given time, but | can draw danmmy credit line, let’s say for the
10,000. If I finish playing and | leave town, laige not to pay my marker, after the
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casino attempts to collect on it, on the markesva times and it's unsuccessful, they
can actually deposit this marker as a cheque athe iEheque bounces, let's say
because | have insufficient funds in the chequirgpant that | had used to set up
this credit line, then it goes through a bad chagueprocess. So it’'s a criminal
offence in Nevada to not pay your casino gamblielgtd

MS SHARP: So a marker has a lot of affinity witle cheque?
MS LIN: Yes.
MS SHARP: Can you explain to us what the thecaétivin is?

MS LIN: The theoretical win is the mathematiaadrhula and | don’t know if all
the casinos uses this one single formula but esdignt's a combination of the time
a patron plays, the average bet that he or shersjamyed the what they call the hold
and that’s kind of the house advantage for a ggamne.

MS SHARP: | just wanted to ask another questlmmuaindependent agents. How
would they typically remunerated by Nevada casinos?

MS LIN: How are they typically, sorry?
MS SHARP: Remunerated. Paid.

MS LIN: | believe it's on a commission basis, dimd not sure if they’re paid off of
the theoretical, | guess theoretical win from thsigo’s stand point or the actual
win. Because | know for — there’s a distinctiorcdéngse when it comes to
complimentary patrons, sometimes — it's mostly walted off of the actual win for
the casino and not off of the theoretical. So frehat | understand, there’s two
ways and two different contexts depending on theason.

MS SHARP: We have heard some evidence that imdkgpe: agents in Nevada are
remunerated by way of a per head basis, that ibgemt of members of the junket.
But you're saying there’s a commission basis.hé&é any circumstance in which an
independent agent is remunerated on the basis@hé count of how many junket
players there are?

MS LIN: That's really not my area of expertisBut from what | understand, |
think it's a contract between the independent agadtthe casino operator. So
theoretically they can choose to use a per headtdmsis for payment or they can
use a commission off of the theoretical or actual w

MS SHARP: Now, you've mentioned in some of youdence that there are VIP
salons. | want to ask you a little bit more abinoise. Have you been in the VIP
salons at the Venetian and the Palazzo in Las \Pegas

MS LIN: Yes, I've done a walk through when therasn’t any players in action.
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MS SHARP: Sorry, when there are players in a¢tion
MS LIN: When there’s no player in action.

MS SHARP: Have you ever done a walk through wihene have been players in
action?

MS LIN: Have not.
MS SHARP: And have you been to any other casivii3 salons in Las Vegas?
MS LIN: No, I wouldn’t be qualified for entry.

MS SHARP: Are you able to tell us, based uporryeaik throughs in the Venetian
and the Palazzo, what they'’re like?

MS LIN: It's — so the private gaming salon at ¥enetian Palazzo is called the
Paiza Club. It's on, | believe, the'§®&2 floor maybe, but it's pretty high up. It
has a good view. They have a full service restawaad bar and then there are
several table games where there is kind of roonders that can accommodate, you
know, different groups at any given time. So #riis, you know, three distinctive
group of patrons they don’t all have to sit at $hene table or sit at a table directly
next to each other.

MS SHARP: What capacity does this VIP salon haesy many people can be in
there gambling at any one time?

MS LIN: 1don’'t know in terms of a health codastipoint how many occupancy
maximum but typically you really don’t get more tha handful at any given time.

MS SHARP: So what did you say the name of th& $4lon was?
MS LIN: It's called the Paiza Club.

MS SHARP: The Paiza Club.

MS LIN: P-a-i-z-a Club.

MS SHARP: Now, within this VIP salon, is thereage or a pit or are cash
transactions done at the tables or how does it Work

MS LIN: So the Paiza Club does have its own chgetypically for a high rollers,
the casino has an interest to keep them in acBmthat just means keep them
playing for as long as possible. So the transaatiorks slightly different because
these VIP players are typically have a high crizat. And so in order to draw down
on the credit line, the casino issues a marketrtlaaits to be complying with the
Nevada Gaming Control Board regulations. But markake time to process. So
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there is a different procedure that the GCB préssrand that’s the use of lammer
and rim. So a lammer is essentially what is dbsdrias a call bet or a vocal bet. So
the player will be sitting at the table and lety shey run out of the chips from the
first marker that they drew. So they tell the éedl want to bet $10,000 for my

next hand” and so a lammer is issued indicatingttitepatron has requested another
$10,000 in credit or to draw down another 10,0@dnftheir credit line. And then

that would be then be recorded on what we calinacard and that's essentially a
running total of all the markers that the patroa taken out.

MS SHARP: And so when you say an lammer is issioed do you spell that?
MS LIN: It's hammer with an L.

MS SHARP: Hammer with an L. Now you said tha tiealer issues the lamer. Is
that to be contrasted with someone in the cageigsulamer?

MS LIN: Yes, so the lammer is a gaming instrumeintd of like a chip that sits at
the table. So the dealer would be the one isghiaigand | believe there would be a
pit supervisor. Again there are very specific paures that the GCB prescribes, that
| can’t speak to but generally it will be issuedthg dealer and then the pit
supervisor will make the proper records.

MS SHARP: Could you just explain what a pit is?

MS LIN: A pit is the centre area that is surroeddy table games.

MS SHARP: Is that the same as the cage?

MS LIN: No. The cage is usually would be kindodff from the main casino floor.

MS SHARP: So is the role of the pit to supentrs@sactions that are occurring on
the tables?

MS LIN: Yes, and to monitor for, you know, anyrtsof cheating in the game itself.

MS SHARP: So the pit does not engage in the Gr@utransactions. The pit just
supervises and monitors?

MS LIN: To the extent that they’re involved imé&ncial transactions, it would be to
process any sort of chip buying. So if the pattomes up with cash, and wants to
exchange it for chips that would be the extentegally speaking, of a table games
dealer or a pit supervisor.

MS SHARP: Does the casino operate the VIP saidveivada casinos?

MS LIN: Yes.
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MS SHARP: Does the casino operator operate tye aad the pit in the VIP
salons?

MS LIN: Yes.
MS SHARP: And the casino operator, | take it,rafes the tables and the dealers?
MS LIN: Yes.

MS SHARP: Just while we're discussing VIPs in B@a casinos, where do they
come from? Are you able to give us any generat¢ofagions about their
demographics?

MS LIN: Yes, so typically they would come from miand China and then as far
as, | guess, if you really want to get technicaims of them would hold Hong Kong
passport or Macau passport but they’re generalipé€3e patrons.

MS SHARP: Just back to the VIP salons for a mdir@bwviously the point of the
VIP salon is to play a game. Am | right in thingithat it's mostly baccarat that's
played in the VIP salons?

MS LIN: Yes.

MS SHARP: Now, a game of baccarat occurs quitekfyy doesn't it? If doesn’t
take a long time to play a hand?

MS LIN: Right.

MS SHARP: Is there somebody from the casino wbaitors each hand that’s
being played?

MS LIN: So at the VIP front — in the private gamgisalon and in the high limit
salon each hand will be tracked by a pit superyisod they're able to do that
because there’s less customer, you know, per pérsisor. On the main floor it's
almost impossible for a pit supervisor to trackrgv@ngle hand of every patron at
every given time because they’re overseeing, yawkm@anywhere from six to eight
tables at any given moment.

MS SHARP: So returning to the VIP salon for a neainis it the case that the pit
supervisor stands at the table and watches the @iapes the pit supervisor do this
remotely, for example, by using CCTV?

MS LIN: The pit supervisor would be in the —la¢ table in person.

MS SHARP: And does the pit supervisor keep arobevery single hand?

MS LIN: Yes.
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MS SHARP: And does the pit supervisor keep armkobwhat the bet was, what
the result of the game was and who won what onitistt?

MS LIN: Yes.

MS SHARP: Can | move now to ask you some moregemuestions about
money laundering. What is money laundering?

MS LIN: Money laundering is the process in whiahds from an illegal source is
transformed into a clean source.

MS SHARP: Do you agree that money launderingtencsaid to proceed through
three stages, being placement, layering and iniegfa

MS LIN: Yes, that would be the three stages ohaylaundering.

MS SHARP: Are you able — could | take you throegich of those concepts and
have you briefly explain them to us? If we staithvplacement, what'’s that?

MS LIN: So placement in a casino would be theodtiction of funds into the
casino. So that could — that’s generally in thenfof transforming cash into chip.

So you use chips as an intermediary to then kirtdansform the appearance of the —
or kind of transform the source of the funds.

MS SHARP: Now, the next stage in money laundeisrgbmmonly referred to as
layering. What's that?

MS LIN: Layering is essentially the process iniethyou — in which you attempt to
disguise the source of the funds. So in the cas@nge that could be from, you
know, a patron purchasing chips and then deposhitagtheir front money account,
potentially then using that front money accounpay the marker of another patron.
MS SHARP: And the last stage is often calledgra&on, what's that?

MS LIN: So integration would be after you've iodiuced the funds, you've
obscured the source of it and you integrate it battkthe normal financial system
and the appearance of those funds are now legdimat

MS SHARP: Would one example of integration b&wasion where a casino patron
takes — has had a very successful day at the casthtakes their chips and cashes
them in and gets a cheque?

MS LIN: Yes.

MS SHARP: And is it right that that cheque woblendorsed winnings?

MS LIN: Yes.
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MS SHARP: So it looks to all intents and purposgshough the patron has won
the money in the cheque from a successful dayeatdkino?

MS LIN: Yes.
MS SHARP: A legitimate source of funds?

MS LIN: Correct. That would be the money laundgat the casino at its simplest
form, yes.

MS SHARP: Now, it's the case that casinos, irt,fpovide a range of financial
services to patrons, isn't it?

MS LIN: Yes, they do offer banking-like services.

MS SHARP: And when you say banking-like servidesgxample, they issue
cheques?

MS LIN: They would issue cheques if you won and yad, you know, funds on
deposit. But kind of, again, starting from thdialistage of a patron coming in, they
could come in with cash and — or actually, onehefgervices, they could come in
with a personal cheque and receive cheque caseéimgas up to a certain limit.

They could do currency exchange in order for aguato either fund their front
money account or to pay off any outstanding marké&tsey could wire funds into an
account that the casino operator controls andslusignated for customer payment.
So wire cheques and then cash, yes.

MS SHARP: And, of course, they grant credit.
MS LIN: Yes.

MS SHARP: Now, is it fair to say that casinosjrestitutions, are vulnerable to
money laundering?

MS LIN: Yes.
MS SHARP: What is it that makes casinos vulnerabimoney laundering?

MS LIN: So with casinos they’re still very casftansive, even with, you know,
services like the extension of credit. So theoady you can have a patron who
comes in with hundreds of thousands in cash ande&they want to attempt to
game. And so the vulnerability and the risk id thare is funds that are potentially
from illegal sources that are being introduced th® casinos and unless you do
proper due diligence, you don’'t know. It couldlegitimate but you don’t know.

MS SHARP: Are there also timing issues that mzdsnos vulnerable to money
laundering?
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MS LIN: Can you clarify your question as far asihg issues.

MS SHARP: Well, for example, would it be expectiedt a casino or a bank would
get more opportunity in terms of time to do thaeiedliligence on, say, a VIP player?

MS LIN: Yes. | see what you're saying. So, witisinos, they operate 24/7. So,
you know, you obviously have more time for a — ¢oelxposed to that risk, and again
the casino operators are in the business of hdispaad so your objective is to have
a patron be in action for as long as possibleydiocan’t — you try to minimise the
time that you hold up doing due diligence and dtepthe patron for play.

Obviously, based on a risk-based program, theréraes where you would have to
halt action until you know who this customer is avitere their sources of funds are
from. But typically, you know, we’re not going D every single customer that
comes in and puts $10 in a slot machine.

MS SHARP: And is the very volume of activity at@sino something that makes a
casino vulnerable to money laundering?

MS LIN: Yes. With just the sheer volume of paisacoming in and playing at
various levels, again, you don’t have the resoutcésack every single patron, every
single hand. If | can add to that, typically mokthe efforts would be focused on
the high rollers because there’s a greater voluinfiegnals coming in that puts the
casino at a greater risk.

MS SHARP: We spoke a moment ago about the kihfieancial services that a
casino provides to its patrons. Is one of thoseiging safety deposit boxes?

MS LIN: Yes.
MS SHARP: And can you just explain how that w@rks

MS LIN: So the safety deposit boxes would tydicake at the cage. A patron can
go up and request to have a safety deposit borrethcertain procedures that are
governed by the Nevada Gaming Control Board in sesfrwhat you need to — what
information you need to obtain from the customélrbat’s typically name,
permanent address, an ID, and there’s an applictat you fill out. And then the
cage would issue a key to the safety deposit balegatron, but after that, the
casino operator really isn’'t involved in checkingat/s in the box.

So one of the risks that could come with safetyodégboxes is generally structuring.
So you may have a patron who has more than $100€kps that they put in the
box and then maybe they take out a little bit tfree and keep that under the
reportable threshold.

MS SHARP: Are chips the only things that go itite safety deposit boxes?
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MS LIN: | would say generally yes, but, againuyaow, the casino operator isn’'t
monitoring everything that comes in, so it's haycay.

MS SHARP: What | would like to do now is spendnsotime talking with you
about how money flows into the casino. Obvioushow, the starting point, it's
right that in casinos in Nevada, you can only cahgour wagers in chips.

MS LIN: Yes.

MS SHARP: Now, that means that in order to wager Nevada casino in some
way the patron has to acquire for him or hersélip€?

MS LIN: Correct.

MS SHARP: And one of the ways that the patron @ol this is through cash?
MS LIN: Yes.

MS SHARP: Bringing cash into the casino?

MS LIN: Correct.

MS SHARP: Are you able to give us any indicatibased on your experience of
how much, in the high roller space, how much oféhgansactions for the purchase
of chips is done by people physically bringing cagb the casino?

MS LIN: Again, based on my experience, most higlers will exercise a credit
line, or they will fund their front money accoumiqy to arriving at the casino.
Occasionally we will see cash being used to pueclehgs but that's pretty rare in
Nevada.

MS SHARP: Now, when cash is brought into thermas$o buy chips, is it the
patron, him or herself, who needs to bring in thghcor can a third party do that for
the patron?

MS LIN: So generally speaking, if someone brimgsash and purchased chips
obviously the casino would log that transaction enlicate who the currency
transaction report would — should be filed on. Bute the chips are purchased, you
can’t — you may not know who the chips have begargto. If the cash is coming in
and placed into a front money account, then thltalvays be able to be tracked to
the specific person that brings in the cash. $¢sif purchase of chips, it could
potentially be an agent.

MS SHARP: And would you agree that that doesohice some risk of money
laundering?
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MS LIN: Absolutely. I think that's, you know, éhivVancouver model is probably
the best way to kind of summarise that. You halgaa that's made outside of
China but the loan has been repaid in China, amhs&n the loan has been made
outside of China, the person making the loan pexuaash. Generally, you know,
it's from drug proceeds and so the cash are jusingolastic bags, hockey bags and
given to the patron. And so you don’t know whathind is from or where these
funds are coming from. But then the loan is padkon China so the money never
really crossed border.

MS SHARP: And when you refer to the Vancouver sipdre you referring to the
model developed by Dr John Langdale?

MS LIN: Yes.

MS SHARP: And that's the model that is discussesbme detail in, for example,
Peter German’s report into money laundering inigriColumbia?

MS LIN: Yes.

MS SHARP: And you're familiar with that report?

MS LIN: Yes.

MS SHARP: Called Dirty Money, I think.

MS LIN:  Sorry?

MS SHARP: | think it's called Dirty Money, isnit?

MS LIN: Yes.

MS SHARP: Now, you mentioned that, in fact, i@t the most common thing to
bring cash into a casino to purchase chips, artdith&act, organising a line of credit
is a more popular way of doing that. | just wanuhderstand a bit more about the
mechanics of how that works. If you organise dretbes it mean that the casino
creates a bank account for the player or what hegipe

MS LIN: So it would be — | guess it would be tygily an accounting journal ledger
because casinos are a non-bank financial institut#o there’s really no account in
the banking sense, even though, from what | unaledstmost casinos who do open
up front money account for casinos, we do folloetgy, you know, strictly what the

customer identification program that the banks use.

MS SHARP: So when the casino is extending créu#, will be done by journal or
ledger entries?

MS LIN: Yes.
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MS SHARP: Now, what about a situation where aquais not seeking credit but
wishes to use their own money but doesn’t wantitagbcash into the casino. What
do they do then to get the money into the casino?

MS LIN: So if they don’t want to utilise — so thdon’t want to apply for credit but
they also don’t want to bring in physical castthist your question?

MS SHARP: That’s right, yes.

MS LIN: Okay. So then they could bring in morayers. They could bring in
cashiers cheques. They could bring in a persogushdut typically because of a
credit risk, casinos would probably have limits@&®ow much they could cash out a
personal cheque. But a negotiable instrument.e$\Would again be limited to a
front money account.

MS SHARP: | will come back to wires in the franbney account. With the
money orders or the cashier’s cheque or in theingtances the personal cheque,
does the casino actually bank those things or dldedd those things?

MS LIN: They typically hold on to the negotiabiestruments until the end of the
trip.

MS SHARP: And at the end of the trip if sadlyés not been a successful one for
the patron, what happens to that negotiable ingnith

MS LIN: Then they will deposit it.

MS SHARP: And if it has been a happy and sucoés$p for the patron, perhaps
not so happy and successful for the casino, whatdres to that negotiable
instrument?

MS LIN: Then the same negotiable instrument b&lreturned to the patron and if
the patron is very successful and there’s additisranings on top of that, then there
will be a casino issued cheque for winnings.

MS SHARP: Now, you have also referred to wiringrmay in. By that you mean an
electronic fund transfer?

MS LIN: Yes.

MS SHARP: And is it the case that it's only whéant money is being established
that a patron may wire money into the casino?

MS LIN: So the wire could come in to fund a franbney or it could be used to pay
off an outstanding marker for a credit patron.
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MS SHARP: | just want to understand a littleroibre about the logistics of how
the money is wired in. Is the patron allowed toewn the money from anywhere in
the world?

MS LIN: So not anywhere in the world because nedeand financial enforcement,
financial crimes enforcement network has a 311 I&b those are countries are
prohibited banks from various countries. And smsthare banks that we can’t accept
wires, the casinos wouldn’t be able to accept wir@s), so it's not a blanket policy
where you can wire from anywhere in the world.

MS SHARP: So if you're not on a banned listhi institution is not on a banned
list, generally the money can be wired in from ahgve in the world?

MS LIN: Correct.

MS SHARP: Now, does the outgoing account nedgktone that’s held in the
name of the patron or can it be a third party ant®u

MS LIN: The outgoing wire — so if a patron hasimings and wants to wire it to
someone else, is that the question?

MS SHARP: No, not quite that specific. So in gwent that a patron wants to fund
their front money or they wish to pay off their rkar, or they wish to otherwise pay
off any debt because they’ve received credit inphst, do they need to make that
transfer from an account in their own name or ¢&y imake the transfer — or can a
third party make the transfer on their behalf?

MS LIN: 1gotyou. So third party payments atgurohibited but again it's based
on your risk-based program. So depending on ynankyour customer procedures
and your customer due diligence procedures, iffggicomfortable based on your
investigation that this, let's say it's a wife pagioff a husband’s account, then
there’s less risk of dirty money. But if it's jusssociate or a friend or a business
payment, then there should — then you may wanawe lprocedures in place to make
sure that it's not an unrelated party or embezzfgrfrem a business account. So
there’s no blanket prohibition, it's based on ygamer program. The thing to think
about is whether or not to file suspicious activaports based on your due diligence.
And a lot of casinos struggle with whether to &lsuspicious activity report on a
third party payment that has been accepted, becewsgou have kind of an
inherent contradiction. You think it's suspicidust your accepting the money but
that will depend on a casinos AML program, how thewgl with that issue.

MS SHARP: Is there one challenge that casinos ifathis respect: the fact that
shelf companies can be used to wire the moneth&aasino?

MS LIN: Yes, it's possible. That typically woultke treated as a third party type
payment and again you have to make the determmdiased on your due diligence
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and KYC procedure whether or not you want to actiegdtrisk. But again that’s not
strictly prohibited.

MS SHARP: In the space of money laundering inngas is there a recognised risk
of shelf companies from Hong Kong being used t@wmoney into casinos?

MS LIN: | would say yes, among other offshoragdictions that are typically
associated with being a tax haven. But there’agbdihat risk with really any
business payment so you just have to make surggdlrough a robust due
diligence protocol.

MS SHARP: Are there circumstances in which araag Nevada would determine
not to accept a wire payment?

MS LIN: You mean what circumstances?

MS SHARP: You mentioned a little earlier that stimes there can be a tension
that a casino faces when it's determining whetbédilé a suspicious matter report
because it accepted the money. So are there tanoes where the casino operator
would determine not to accept the money in the filzce?

MS LIN: It would be based on your AML program gmalicies and procedures.
Sometimes there may be policies in place that s@ywill not accept wires if it
comes from your parents or your siblings. But lamsband wife is okay. Or if you
come across a due diligence for a business payameinthe person making the
payment is, let's say a partner at a law firm. tf8se would typically be strictly
prohibited by policy. Does that answer your quesi

MS SHARP: Yes, thank you. Tell me this: in state of Nevada, is there an
offence of money laundering or dealing with thegeeds of crime?

MS LIN: Anti money laundering used to be goverbgdhe Nevada Gaming
Control Board'’s regulation 6A but that was replaeegth the US Treasury FINCEN
AML regulation. 1 believe it's 2011 but don’t g@ine on that. It has been a while.

MS SHARP: When you say FINCEN, is that the Uniattes Treasury financial
crimes enforcement crimes network?

MS LIN: Yes that's correct.

MS SHARP: And that's the agency that’s chargetthwonitoring transactions for
money laundering purposes?

MS LIN: Correct.

MS SHARP: Tell me, is money laundering an offenage’ve spoken at state level,
is it also an offence at the federal level?
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MS LIN: Yes, it's — in Nevada it will be solelyogerned by the federal regulations.

MS SHARP: Now, we were talking about wiring monetp the casino to either
pay off a debt or to — being a marker or an advamceedit or to establish front
money. Now, that wiring can occur either from adgsthe United States or within
the United States; correct?

MS LIN: Yes. You could have domestic or interaaal wires coming in.

MS SHARP: Is another way of paying the front mpoepaying off a debt for a
patron or someone acting on their behalf to depositey in a casino’s overseas
account and then leave it to the casino to sewiff its Nevada partner?

MS LIN: So for casinos in Nevada, Sands, Wynn¢dathat has operations in
Macau they have what we call branch offices anelielle the Gaming Control

Board also have some regulation governing thatespBait in practice, these branch
offices are a brick and mortar kind of marketingeyoffice that are overseas. And in
strategic locations, other strategic locations smthose are offices where the patron
can come in with funds to make the usual transastibat you just mentioned, either
to pay off a marker debt or to fund their front ragraccount.

MS SHARP: And just so | understand, when payiraney in that way, does the
patron himself have to do it or can a third pargkenthe payment on behalf of the
patron?

MS LIN: An agent could make the payment on bebfH patron. The key is to
make sure that’s properly recording and it involgesrency transaction report, that
you capture both the agent and the patron who wioellithe subject on the currency
transaction report. Or if it's by policy, a casioperator could theoretically decide
it's too risky and they don’t want agents makinggé transactions.

MS SHARP: So if a branch — and | will use Sands s an example — if an
overseas branch of Sands, for example in Macaptata@ payment from patron,
would a Sands casino in Las Vegas automaticallg@dbat transfer coming from
its overseas branch into the account in Nevada?

MS LIN: Generally, yes, unless it's flagged byrgaiance for — once the payment
comes in, and there’s certain due diligence thatctmpliance department will do.
If there’s some reason to reject it based on advwaedia or negative news then
potentially those funds could be returned.

MS SHARP: s it the case that the money launddaws which apply in the state
of Nevada do not apply to the Nevada casinos brauelseas, say, in Macau.

MS LIN: No, the US regulations would also appiybranch offices overseas
because the casino operators oversees those loficeh Those would be
employees of the casino operators.
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MS SHARP: And the scenario I've just discussedctviis a patron, or somebody
on their behalf, paying money into an overseasdirabe a means by which money
laundering can take place?

MS LIN: Potentially, yes, especially if it invadg an agent and it’s in cash because,
again, there’s just a little less visibility intcdhe was making the payment and where
the payment is coming from.

MS SHARP: Now, I've spent a lot of time askinglhmoney can move into a
casino either to buy chips or obtain a front moaegount or to pay off debts. Have
I missed anything? Is there anything else we shkobw about?

MS LIN: | think the only thing — the other thimgneant to add when you asked
about negotiable instruments coming in, | forgotention that the casino cage can
also accept what we call foreign casino chequesif &patron has a winning from
other casinos and they wish to — you know, theyddecto go to a different casino to
try their luck, then they could bring their winngigheque from different casinos.

MS SHARP: And is it right that if they broughttlwinnings casino cheque in from
the overseas casino you would have no way of go@ignd the source of the funds
used to gamble in order to produces those winnings?

MS LIN: Yes. So when the — so first | need tarify, when we say foreign casino
cheque, it doesn’t necessarily mean overseasjugitforeign to, let’s say, the casino
you work with, so it could be domestic. But asdarverification of those winnings,
all we — you know, a given casino can verify is thiee or not the cheque was from
winnings, but, you know, that added layer of hoat tlinnings cheque came to be,
we may not be able to determine that.

MS SHARP: And just to confirm when we have beahkihg about a foreign
casino, that means in another state in the UnitattSor overseas?

MS LIN: It could be in another state, it coulddeerseas, let’'s say a cruise line or it
could be Sands receiving a winning cheque from &aesSo it could be a casino
that’s right next to them.

MS SHARP: Caesars?

MS LIN: From Caesars, yes.

MS SHARP: So I've spent some time with you untéerding how money comes
into the casino. Now, | want to look at how momg@es out of the casino. Now, one
of the things a patron can do is cash in theirhilp they cash in their chips do they

have to be paid in cash or what else can happen?

MS LIN: Usually it would be in cash or a chequ&innings can be wired but it
would have — it would typically go to the same backount that a patron had
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initiated in an incoming wire. So for most casimosthe Strip now, | would say they
have pretty good practices. So money typically twgao to a different bank account
from the one that was used for the incoming payment

MS SHARP: Is that because that introduces aafiskoney laundering if you're
putting a whole lot of money into the casino throwge account and then trying to
take it out through a wholly different account?

MS LIN: Absolutely.

MS SHARP: And you say that winnings are genenadlid by cash or cheque. Can
they, on occasion, be very, very large denominatafrcash? Or sorry - - -

MS LIN: Absolutely. Yes, so winnings chequesliddoe in the millions of dollars.
MS SHARP: What about cash? Could that be - - -

MS LIN: Typically, patrons wouldn’t want to carryou know, millions of dollars
of cash for their own security purposes.

MS SHARP: Just while we're talking about caslg gerson brought in, say, a bag
of $200,000 in cash and sought to buy chips, wthatl be a red flag for money
laundering or would that just be another day atcémsno?

MS LIN: So | think in terms of that $200,000 amtu would say it would be risk-
based and based on certain thresholds. So for sasmeos, 200,000 might be
typical but for others that could be a really, kedlg red flag. So | would say, yes,
there is some threshold that determines when aasing in for chip purchases are
going to be deemed suspicious and would genemdlyltrin an automatic kind of
initiation of suspicious activity reporting.

MS SHARP: | digressed there; | was looking atway cash moves out of the
casino, and you mentioned that a common way obiting out was via a cheque. Is
the cheque endorsed in any way if it's the cashebahips?

MS LIN: Yes. So it would be issued and endoisgthe casino operator to the
patron.

MS SHARP: And is anything written on the chedoe example, winnings or cash
in or cash out?

MS LIN: Typically, yes. Winnings is pretty common these cheques. If it's not a
winning then the casino may make a note that seysknow, front money
withdrawal.

MS SHARP: Sorry, what was that note?
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MS LIN: Front money withdrawal.

MS SHARP: And that would show us that, in fakg tash or cheque that you were
issuing was not based on a successful day at Hieofa

MS LIN: Or the fact that the patron never eveaypd.

MS SHARP: Can | ask now about chips. Is it palssio leave the casino with a
bag full of chips?

MS LIN: Absolutely. And on the FINCEN SAR filifgrm in their last iteration —
update to the filing form itself they added chiplkvas a category of suspicious
activity to file on. The risk there is that it dduesult in structuring. So typically, in
terms of some of red flags or typology that wouldalve chip walk, the typical
scenario is a patron coming in, they buy the chiplsey game minimally, so they
barely play. They play — or they play only a snpaicentage of what they bought in
for. They walk away with the chips and then eittey have other people cash out
for them under the reportable threshold or they cag themselves over time under
the reportable threshold.

MS SHARP: And the sting in the tail here is thdien they start cashing in those
cheques they’re flying under the radar of the rgime threshold.

MS LIN: Correct.

MS SHARP: Are there any ways — is there any viiay the casino can monitor
chip walk?

MS LIN: Yes. So usually suspicious activity dgten at a casino occurs in two
ways. The first is more kind of real time or nezal time observation by the
frontline staff. So that would be your cage cashieur table games supervisors or
your slot attendants. Or you can do a post-tnyhat we call post-trip transaction
analysis. So you could, depending on what kindasino management system a
casino has in place, you could pull certain datetan the player rating, how much
the patron bought in for, and then do some calicidab determine whether or not
the patron fully gamed. If they minimally game dmaw much chips they walked
away with and whether or not they cashed out ticbsgues.

MS SHARP: Are there any technological methodgracking chips?

MS LIN: Yes. So it would be a reconstructionnfréhe rating details, typically. |
think some of the more sophisticated transactionitnong system may be able to
do that but those are also based typically on @anscuction of rating details.

MS SHARP: And chips are, of course, issued inove denominations.

MS LIN: Yes.
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MS SHARP: What's the highest chip denominaticat’'thissued in Nevada, for
example?

MS LIN: That, I'm not sure. | know the $5000 pldenomination, most casinos
would always verify where that chip comes from argkther or not there’s verified
play. I'm not sure how, you know, what the larggshomination is.

MS SHARP: Are there little indications on theghiso you know exactly which
chip it is, like a serial number or something ¢h it

MS LIN: Yes. So they would have — they woulddiigerentiated based on colour
or denomination, yes. So I think, from what | haeen chips as large as 100,000
but I don’t know if it goes beyond that.

MS SHARP: You mentioned a concept called striretuin your last answer.
Could you tell us what that is?

MS LIN: So structuring is essentially a term thregans you're evading a legally
reportable threshold, and so that involves — tyllyicavolves cash transactions. In
the United States over $10,000 in cash, and th#ferentiated by cash in versus
cash out. So you can’t mix the two types of tratisas. So if you have more than
$10,000 in cash in or more than $10,000 in cashtbat needs to be filed by a
currency transaction report to FInCEN. And sodeople who want — so for people
who don’t want to be filed on, they would try tasbeout at smaller intervals.

MS SHARP: And so one method of structuring maydeash out $3000 of chips
one day, and then come back another day and ca&i®0, and then a few days
after that, cash out 6000?

MS LIN: Correct.

MS SHARP: And that way you would avoid that, inigtthat threshold of $10,000?
MS LIN: Yes.

MS SHARP: But is it right that while you avoidetthreshold transaction report, it
may, in the circumstances, give rise to a suspscioatter report if you think that
structuring is going on?

MS LIN: Yes. We do see that quite a bit, yes.

MS SHARP: | just want to talk with you now, i€&n, about independent agents in
Nevada and whether they can expose casinos taaaditnoney laundering risks.

MS LIN: So | would say in Nevada, the risks aeé¢r than junket operators in
Macau because (a) the independent agents areeregistith the Nevada Gaming
Control Board so typically they would at least goough some form of background
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check, and (b) they’re not involved in facilitatiofcredit. So again, you don’'t have
issues with transparency in terms of source of$waming in and how those funds
are distributed. The flip side of that is that inelhclosed doors, if the independent
agent engages in what we consider, you know, illegdet operation or kind of — or
illegal money transmission business where, agana, & going back to where
money is being lent to Chinese customers outsidehaia, but then the debt has
been paid in China, then that does expose — thest piesent a risk. But unless the
casino can actively detect it or actively obsetyéhie casino itself may not be
exposed to that risk.

MS SHARP: Is one of the reasons why registragaequired to guard against
independent agents who may engage in these inajgieopractices of giving credit
to their junket players?

MS LIN: | think when it comes to the Nevada Gag@ontrol Board, | think it's
more about typically their regulations focus onvarging cheating or nefarious
action from a representational stand point. I'mswe registering an independent
agent was targeted to preventing money laundering.

MS SHARP: How does one money launder using shathimes?

MS LIN: So typically for slot machines, the typgl is termed bill stuffing. And
that's essentially a form of minimal gaming. Thpitally scenario would be your
drug trafficker coming in with small denominatioids They go sit at a slot
machine. Feed in the $20 bills and maybe placepenay bet and takes their
thousands of dollars in $20, go to a kiosk and #yahange that for $100 bills.

MS SHARP: So they have traded up, in a sensey fhhve swapped over their
lower denomination bills for higher denominatiofisi

MS LIN: Yes, so you essentially change the natdithe funds that have been
introduced.

MS SHARP: Don’t you lose a bit of money when ymithat?

MS LIN: Yes, but | guess you can see it as thst 0bdoing business. So typically
if money launderer did want to use the casino tehataeir dirty proceeds, they
would try to find a game that has a lower houseaathge.

MS SHARP: | will come to that now. Baccarat ladsw house advantage, doesn’t
it?

MS LIN: I've never played baccarat but my undansking is it's a quick game.
The house takes — they take a commission but It d@fieve that the advantage is as
high as, you know, some of those Texas Holdem uette type games.
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MS SHARP: So it’'s a low house advantage, thdess prospect the casino will
win over time?

MS LIN: | believe so, because based on my gerk@@lledge of the game you can
actually push half the time where there’s no bamkaning or the player winning
and so you're kind of just sitting there and you pé#ay for a long time because you
don’t lose very quickly but you don’t win very qulg either.

MS SHARP: So we found baccarat, there are the¢that a player can make.
They can bet on the player, they can bet on thiedeathey can bet on the tie.
That'’s right, isn’t it?

MS LIN: Yes, that’s correct.
MS SHARP: But it would be pretty unusual to bettbe tie, isn’t it?

MS LIN: | would think so, because, you know, mpsbple play to win. So you're
not really playing for a push.

MS SHARP: Yes and it’s a very high house advantaythe tie?
MS LIN: That, | can’t speak to, I'm not sure.

MS SHARP: So when the player, sorry, | will usiedent language here. When
the patron bets on the player and wins, the paets back the same amount as they
bet. So if they bet $100 for example, they wilhvi100?

MS LIN: | believe so, yes.

MS SHARP: And when they bet on the banker and thiey also get, I think it's
called even money — they also get the same ambeytiet back but a little
commission is taken away.

MS LIN: That's my understanding, yes.

MS SHARP: What are the red flags for money lauimgein baccarat that you're
aware of?

MS LIN: So for baccarat, from the transactioresihat we're typically looking

for is minimal gaming. So we will see a player baylet's say baccarat table 1 and
then maybe they will play two hands and then thélyge over to baccarat table 2,
play two hands and then go to baccarat table Iame back to baccarat table 1.
And so that could be a form of minimal gaming whigrxey buy in but they’re not
really gaming. But what we have quite a few unters from operations is that
people could be chasing trends too because a hdarfarat tables have one of those
LED screens where they track all the hands thabkas handed out or been dealt,
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and so people like to chase trend, even thougmiealty, the odds of black and red
coming out each time is going to be the same. pBaple like to chase trends.

MS SHARP: What about where players, someonetisgdor — | will use the
terminology — patron, when one patron is bettingtie dealer and the other patron
does a matching bet for the player. Are thereragylar flags there for money
laundering purposes?

MS LIN: Yes. So a subset of minimal gaming issiwve call offsetting bets. And
offsetting bets could occur in the scenario you ¢lescribed where a patron and an
associate puts in the same amount on banker apeérpldhat can occur on roulette
where a patron bets on black and then his or ferds places the same amount on
red and again the idea is that, you know, theye-afrthem will double their money
and one of them will lose the money and at theddrile day they might walk out
with still 95 per cent of the initial buy-in.

MS SHARP: But when they walk out it looks liké&sitvinnings from the casino?
MS LIN: Correct.

MS SHARP: And that’s a, | think, a layering tecue, is it, to use money
laundering language?

MS LIN: Yes. Yes.

MS SHARP: Can | ask you a little bit about chiyasng, does this happen in
casinos?

MS LIN: Yes. So chip sharing again is not proteith by any sort of laws and — or
AML laws or regulations. The risk is there is thiare’s a transfer of value from
one person to another. So in kind of the moreeexér case, like let's say you have a
politically exposed person playing with an ass@&catd, you know, the bribe is
essentially been given in the forms of chips, thet politically exposed person can
then cash out. Chip sharing or suspicious chipistpdnas been cited as part of the
latest enforcement action by FINCEN was againss&aeand so that was also called
team play. Essentially, you have one primary pegbo has the credit line or has
the funds on front money. They are the one whwsi@down the credit or front
money or draws down the marker and chips and theyire handing it out to their
associate or people that they’ve brought into tineape gaming salon. So the risk is
either the chips are being shared with people vémmat get credit on their own
because of negative views or otherwise they carssmlue diligence or they just
want to game anonymously. So from the casino gpand is you don’t know who
these people are.

MS SHARP: Is there anything as a practical mdktat can be done to prevent chip
sharing?
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MS LIN: Sure, you know, in the private gamingosgltheoretically a table game
supervisor could basically ID every patron that esnnto the private gaming salon,
whether they're the one with the high credit limnitif it's an associate of a high
roller patron. And so you can track everythingyckof going back to what we have
talked about earlier, you know, a supervisor iskirag each hand. So what you can
theoretically ask for identification from each pmnghat comes into the private
gaming salon and if chips are shared, that’s a&skéd as part of the rating details.

MS SHARP: Are you familiar with a term shills?
MS LIN: Sorry what was that.
MS SHARP: The term shills?

MS LIN: I've heard about that, yes. | believaticame in — I think that came in —
I’'m not sure if this was ever part of an enforcetremtion or maybe — it might have
been part of an investigation. But shills wouldsoeneone who | believe is
essentially the front person who is providing thedd to associates and eventually
either they're also engaging in loan sharking beeagain we don’t know what the
payment terms are.

MS SHARP: What I'm going to do here is take artd&g I'm going to take a
chance that a document has been uploaded thismgyaand show it to you. Could |
call up INQ.130.003.1701. Now, Commissioner, thatxhibit D4.

COMMISSIONER: Thank you.
MS SHARP: Now, have you got a document in frdngau, Ms Lin?
MS LIN: No, I don’t see it yet. I think it's laing. Okay, yes.

MS SHARP: Is that a document that’s entitled $gddReport — Casino’s Attempt to
Collect Debt Exposes World of Chinese High Rollers?

MS LIN: Yes. That rings a bell now.

MS SHARP: s this — | was just going to ask, tkia report from Reuter, from
September 2016. Is this the report you were thipkif when you mentioned a
report in your last answer?

MS LIN: Yes.

MS SHARP: And this is a report that does usee¢h@inology shill. I'm trying to
find it. | can’t find it presently. What | miglabo, if we scroll down to the second
part of that first page, you will see that ther@'eeference there to women who were
not — right up the top are Yang and Sun who wereigh stake gamblers but were
local house keepers, recruited with Sands as pdragd to take out millions of
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dollars in credit in their names and sit near piayes they gambled with borrowed
chips. What I'm asking is whether these women tdwk out credit in their names
but in fact didn’t gamble with it, they’re the diilare they?

MS LIN: Yes.

MS SHARP: And this is one device that can be usaibscure the source of funds
that is available to the high roller patron?

MS LIN: Correct. But typically it's also to cuenvent currency controls because at
any given time, a patron can only — assuming tleefysm China and they only have
bank accounts in China, they can only take out@DI0S dollar equivalent in any
given year. But if they are coming here and theytto game at the 500,000 level,
the million dollar level, you know, at some poihey’re going to either have to

utilise credit line from the casino or try to gebbtain funds elsewhere.

MS SHARP: A little earlier, | asked you whethkete were any risks of money
laundering when independent agents were involvextganising junkets. Are you
aware of any recent examples where independentsaageNevada have been
implicated in money laundering?

MS LIN: I'm not aware of registered independegeat being investigated but there
has been a recent Department of Justice investigatnere you have two patrons
that are here, or local — well not patrons, acyudléy are patrons, so two local, |
guess Nevada residents who are also patrons augarasinos, and basically they
would solicit or offer to loan, make extensionda#ns to other patrons who are
crunched for cash. So once they have exhaustedctkdit line, these defendants
would offer to get them more money. And again’thatry similar to the

Vancouver model where they will — these two defenslavill provide cash to
gamblers who want to play more but then the fumdssattled in China via like
mobile payments.

MS SHARP: Over here, Ms Lin, it's 11.30 am in therning. | just wanted to
inquire with the Commissioner, is this a conventéme for an adjournment,
Commissioner?

COMMISSIONER: Yes, itis. Just before | adjogan | just ask you a question,
Ms Lin, about the reports that you have spoken afwodiling in respect of both the
limit, the 10,000 limit and the suspicious trangatt Can you tell me with whom
those reports are filed in Nevada, Las Vegas.

MS LIN: So it will be filed by the casino operato the US Treasury FinCEN.
And the subject would be the person who actualhdoated the transaction.

COMMISSIONER: And when the reports are filed witle Treasury agency, does
the casino ever hear back from the agency?
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MS LIN: Yes and no. So a lot of these filings done electronically so we will get
a confirmation that the submission has been filetassfully. So unless — so unless
it evolves into some form of further investigatiand we receive a subpoena, then
that would be how we would hear back.

COMMISSIONER: So you spoke a little earlier abthé struggle, as you called it,
of the casino dealing with — accepting the cashalad making the suspicious
transaction report. If a suspicious transactiqgroreis filed with Treasury, and you
receive the notification that you've actually filgdand if there is no action taken by
Treasury or the Department of Justice, is it theedhat the casino operator may
never hear again about that?

MS LIN: Yes. So there’s a couple of scenarie tlould transpire from that
scenario you just described. So let's say a simma@activity report was filed on a
third party payment that the casino deemed to béufig legitimate. So either you
file it once and the patron never pays in that ebform, or makes that sort of form
of payment again and we don’t hear back from trea3ury, then that's a non-issue.
However, if the patron continues to use that saona bf payment and the casino
operator continuous to file suspicious activityaep, then it's up to the casino
operator now to think about at which point do yellithe patron, “Hey, please stop
paying off your credit in this manner. We need yoypay it from a personal bank
account or from a, you know, verified cashier’s gune’.

COMMISSIONER: Apart from discharging its obligatis under the legislation to
notify Treasury, there’s another layer of respoitisfpyou say, that tips the casino
into a position of obligation to get rid of the pat or to stop the patron doing what
you have just described?

MS LIN: Yes. So kind of as part of the risk-bggegram, yes.
COMMISSIONER: Yes. As Senior Counsel Assistiag fust said, we are going
to take a 10 minute break and I will just adjownthat period. Thank you, Ms Lin,
I will adjourn now.

MS LIN: Thank you.

ADJOURNED [11.34 am]

RESUMED [11.48 am]

COMMISSIONER: Yes, Ms Sharp. Yes, Ms Lin. Thamu.

MS SHARP: Ms Lin, can you explain to us how caogexchanges at the casino
may be exploited by people seeking to launder mdney
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MS LIN: It would be similar to exchanging cash &hips except you're exchanging
cash for different currency. But typically the ices would have — would only
provide services up to a certain limit just becahgecage — at the end of the day,
they’re not a bank. And so at any given time th&y not have, let's say, the
equivalent of $500,000 in Japanese yen or Australalars or British pounds, yes.

MS SHARP: Sois it possible to go to a casinbl@vada and merely exchange, say,
Australian dollars for US dollars and do nothinges!

MS LIN: You could, but typically the casino’s @lgfive is for you to use the funds
to game. So | think a lot of times they would havenake sure that you have some
sort of verified play before they would providettisarvice.

MS SHARP: And what about when you're cashingyauir chips; say, I'm playing
in a casino in Nevada, can | cash out my chipssayd| would like those in yen,
please”?

MS LIN: Again, most casinos’ policy would onlyl@lv for that exchange up to a
certain limit. So your initial cash out would kb in US dollars but then you could
take that US dollars and ask for a different curyelout that would only be up to a
certain threshold because a casino cage wouldhavg so much foreign currency at
any given time.

MS SHARP: | just wanted to return to the ide&loips themselves being used in
money laundering arrangements. To the best of kwowledge, is it the case that
sometimes people use chips as currency outsideeafasinos?

MS LIN: They can, and that’s where the chip wigiology became a suspicious
activity type that FInCEN encourages casinos ®dih because once the chip leaves
the casino operator they can be used for othergger either as payment for drug
purchases or they take it to another casino ankasge, let's say, a Sands chip for a
Bellagio chip. So there’s many things that thely aae because it has — it's a stored
value.

MS SHARP: And is another way chips can be usddunder money by a patron
purchasing chips off another patron, a clean paand perhaps - - -

MS LIN: Yes, that's - - -

MS SHARP: | was going to say and perhaps puraolgasiose chips for more than
their value.

MS LIN: It's possible. But usually the casinoepator themselves will have the
visibility into that.

MS SHARP: Is that the case in the VIP salon dh@&amain floor, or both?
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MS LIN: | think it can occur at both the maindloand the VIP salon. So from a
compliance standpoint, the AML obligation is to ergtand the source of the chip.
So if a patron comes in, let’s say the patron hsteiically been a slot player and all
of a sudden they — he or she comes up to a badahtatwith a $5000 chip, the
casino has an obligation to understand where tiiptaame from.

MS SHARP: Could | show you a document, pleasel.Ms Can | bring up
INQ.130.001.2034. This is exhibit A56, Commissione

COMMISSIONER: Thank you very much.
MS SHARP: You've now got a document in front oluy Ms Lin?
MS LIN: 1do, yes.

MS SHARP: And is that the FATF report entitlediverabilities of Casinos and
Gaming Sector dated March 2009?

MS LIN: That's correct.
MS SHARP: And FATF stands for Financial Actionskdorce?
MS LIN: That's correct.

MS SHARP: and in broad terms this is an inteorati organisation that deals with
money laundering prevention strategies.

MS LIN: Correct so they issue best practicestheg conduct mutual evaluation
reports.

MS SHARP: In fact it's an intergovernmental agenc

MS LIN: That's correct.

MS SHARP: Have you seen this report before?

MS LIN: [I've read it but | can’t recite detailfahe top of my head.

MS SHARP: Sure. There’s just one aspect ofitsh to take you to. If | can take
you to — it's page 31 of the report which is pinid064. Have you got that
document in front of you? Perhaps | could diremiryattention to the bottom half of
that document under the heading Indicators of Mht ts, money laundering, Using
Casino Value Instruments. Now, Ms Lin, could | sk just to read through those
dot points and then tell me when you have doneahdtl will have you look over
the page.

MS LIN: Okay.
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MS SHARP: And if | can now have Ms Lin shown gezond page, which is
pinpoint 2065. We might show you the top halftfaied once you have read that, let
us know and we will take you to the bottom half.

MS LIN: Okay.

MS SHARP: And is it fair to say that each of th@ems that are dot pointed are
red flags for money laundering?

MS LIN: Yes.
MS SHARP: And these are all red flags with whyclu are familiar?
MS LIN: Most of them, yes, I've seen.

MS SHARP: All right. In other words because ofiy experience in anti-money
laundering and compliance, you are aware that thesthings that might send out
an alarm bell that somebody is engaging in monegydaring in a casino?

MS LIN: That’s correct.

MS SHARP: Could I just ask you about one of thbsggs. I'm not quite sure
what it means and I'm hoping you might be abledtphme. On pinpoint — the
second page which was pinpoint 2065, if you loothtvsecond half of that
document, there’s a dot point that says:

CPV, TITO, ticket or voucher dated prior to date of redemption.
Are you able to explain to us what that means?

MS LIN: So I don’t know what CPV stands for, GUTO is abbreviation for ticket
in, ticket out, and that is a ticket that you wotddeive after playing at a slot
machine. And so this particular red flag is ess#iytsaying that — let’s say, | went —
from a money laundering scenario standpoint, yoa’'deug trafficker who goes up
to a slot machine. Puts in the $20 bills and, koow, places a minimum bet and
then now he or she has a TITO ticket that is tledth ® someone else, and that
person redeems the TITO further down the line. #edidea is that if you're
gambling to — either for entertainment, you'retitoi kind of, you know, make a little
— add a little cash from the gambling, the ideiha you would want to cash out
your TITO ticket either the same day or at leashatend of the trip. And so if
there’s a long time lag, then that's something thatcasino operator should
probably look into, reconstruct the play historysé® how this TITO came to be.

MS SHARP: Could CPV stand for chip purchase veugh

MS LIN: Possibly. TITO is essentially some voaclso yes.
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MS SHARP: Now, those 20 or so dot points I'veetalyou to which are red flags
for money laundering or indicia that money laundgrcould be taking place. Are
those matters that are well known within the casngluistry in Nevada?

MS LIN: | would say so. | would say most of tist are things that I've observed.

MS SHARP: So certainly when you read through eddhose dot points there
were no surprises for you?

MS LIN: No.

MS SHARP: Can | move on to ask you a little barsabout the situation where
casino operators in Nevada provide credit to thafrons. Let me start with this:
what types of customers are usually or typicallgved with credit in Nevada
casinos?

MS LIN: Sorry, | didn’t hear you, what types ohat?

MS SHARP: What types of patrons are usually praglly provided with credit in
Nevada casinos?

MS LIN: Typically it would be patrons who haveaggbcredit scores. So the credit
department’s primary objective is to make sure #mgtextension of credit that they
give to a patron there is not going to be any gbrisk of collection issue down the
road. So that the repayment — there’s no repaynsknand then, secondarily, the
AML responsibility would kick in, and that would lmsed on the documentation or
on identification information that is obtained Metcustomer, and then the
preliminary customer due diligence that the crddpartment would do and, in
certain cases, in-house due diligence that the b#ide would do.

MS SHARP: Is credit only provided to VIP playérscasinos in Nevada, or can
mass market players also obtain credit?

MS LIN: Anyone can seek to have a credit lines o different than applying for a
credit card.

MS SHARP: Are different categories of custometswthdraw that, | will put it
more clearly. Are VIP players subject to differesfjuirements than are mass
market players when determining whether a casimoatpr will advance credit to
them?

MS LIN: No. The starting point is running a -n#iof like a credit report but that’s
unique to the casino industry. So what that refymitally would show is if you
have any outstanding credit with other casinos,thad there would be some
indicators of your bank account levels and thagllgus some of the factors that
goes into whether or not you're given credit.
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MS SHARP: | just want to understand a bit moreutlthe timing of these
applications and how long it takes to process thédrham a patron and | walk in to
the casino in the middle of the day, can | askcfedit there and then and have that
credit advanced to me that very same day?

MS LIN: It can. So the credit decision can betgy straightforward; it's not
something that takes a week. So anyone can go the tcredit desk. It's open 24/7
just like the casino floor is. You send in youphgation. They run the reports.

And unless it triggers some sort of AML investigati then it could potentially take

a few more days because now it's escalated todbl dffice and typically some of
those triggers would be as your identificatioroisyour name, the patron’s name is
run through a third party database that screensegative news, adverse media,
enforcement action or politically exposed persansamctions nationals, | guess, too,
so an alert comes up or if a potential hit comethep that would be an escalation
that could delay the credit application.

MS SHARP: When you refer to third party checksywu referring to databases
like World-Check, for example.

MS LIN: Yes, World-Check, WorldCompliance. Yes.

MS SHARP: You also mentioned the term “politigadkposed people”; what’s
that a reference to?

MS LIN: So those are people who have held, yoankrmore substantial
governmental positions and so, again, the riskas you don’t want them to be
embezzling public funds for gambling purposes.

MS SHARP: Now, does the time it takes to deteemuether to provide credit
vary depending on how much credit is sought?

MS LIN: 1don’t believe so because, again, aolothese initial checks are very
database-driven. So they’re pretty data drivegudss what could potentially delay
or extend the credit investigation — so this ispertaining to the AML part — so the
credit investigation is if you have a foreign patsshom you can'’t really — whose
information you can’t easily pull up from a databaso let’'s say a Chinese patron,
and you know, typically everyone is engaged in esshte, everyone is a financial
director, everyone is engaged in export/import.if$teey come in and they want,
you know, a million dollar, usually that would irsily come about because of some
referral from a marketing house or independent tigelicating that this player
gambles at this high of a level.

But from the credit department’s standpoint thegchadditional documentation or
information to make that determination. So thdaepbally could be from, you
know, a business card or trying to, you knowtheir business. Ifit's a very
successful real estate venture business then, yow,knaybe there would be a
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website that you can look into or if it's a pubjictaded company on the Hong Kong
stock exchange then that’s information you cantaseake those decisions.

MS SHARP: Just returning to your example. [If;,saVIP from mainland China
requested credit from a casino in Nevada, and weareed that credit and ended up
losing and having a large debt to the casino, howlavthe casino enforce that debt?

MS LIN: So as | mentioned earlier, not paying ygambling debt is a criminal
offence. And so from a legal procedure, the debtcdtcbe sent to the bad cheque unit
at which point a warrant would be issued, andighiegardless of whether it's a
domestic or international customer. For an inteomal customer, if a warrant is
issued and the patron has left the United Statesreant is issued. The next time
they come back in, this patron could theoretich#yheld up at customs. So that's a
legal recourse the casino can go down. But tylyiéedm a marketing standpoint or
a hospitality standpoint, they would try to worloiit with the customer just because
you don’t want to really chase away a customertane them, you know, once they
do repay the debt or find the money to repay thx ttego to a competitor some time
down the road.

MS SHARP: Do you happen to know which legislatiwvevision in the state of
Nevada makes it a crime to fail to pay for a ganthliebt?

MS LIN: | can't tell you the actual reg numbét’s just as part of the collection
effort | know that this legal recourse exists.

MS SHARP: Can | move now to a different topicand show you a document
which is INQ.130.001.5174, which is exhibit A95, i@missioner.

COMMISSIONER: Thank you.

MS SHARP: Ms Lin, do you have before you a docuoinfieom the American
Gaming Association called Best Practices for Antisddy Laundering Compliance
2019 — 20207

MS LIN: Yes, | do.

MS SHARP: And this is a document that you reviéwarlier today; is that right?
MS LIN: Yes.

MS SHARP: Before today, have you come acrosstihesiment?

MS LIN: Yes. | believe the first version came ou2014 or 2015, and | believe
this is the third edition — third or fourth, they to update it once a year.
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MS SHARP: Is this a document or one of its prasigersions you relied upon
when developing a compliance — an anti-money latingeompliance procedure at
the Sands.

MS LIN: Yes.

MS SHARP: Can | ask you just to start with, whdtie American Gaming
Association?

MS LIN: So it's a— | believe it's a non-profiubit has a lot of — it's a non-profit
organisation that researches gaming-related regntatand informs on best
practices. And so they have a lot of white pap@osjust on anti-money laundering
but, you know, responsible gaming. They trackdkdgion for the development of
sports betting. So | know they engage in a laeskarch so they’re more academic
in nature.

MS SHARP: And you indicated that you had had rega this document or an
earlier version of it, when you were working on S&nds anti-money laundering
compliance policies. How do you regard this pudilmn; is it a good publication?
Do you think it's consistent with best practice?

MS LIN: Yes, I think it matches up with — it afig with all the FInCEN regulations.
It does incorporate a lot of the enforcement astitvat has been levied against
casinos so it makes sure — it incorporates a lttefjap analysis they’ve conducted
as part of reviewing their enforcement action. | 8ouldn’t say Sands itself, when |
was there, we relied heavily on it, just becausgaasof rebuilding our AML
program, we had pretty much met with not exceed#st practices outlined in the
publication.

MS SHARP: When you talk about a gap analysistwhayou referring to?

MS LIN: So a gap analysis is every time an erdorent action comes out, the idea
is that you would review the findings and benchnthet with your existing

program. So let’s say if a casino in an enforcdraetion, let's say the FinCEN had
cited, let’s suspicious chip sharing for the versgtftime, you want to take a look at
your program and say is there a risk of the sartieitgcoccurring at your property?

MS SHARP: Can | just take you to a particulargagthis document. It's page 37,
which is pinpoint reference 5213. And is it righ&t what you have before you
appendix A, anti-money laundering program questana?

MS LIN: Yes.

MS SHARP: And do you see in the second columretia heading B, Risk
Assessment?

MS LIN: Yes, | do.
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MS SHARP: Now, my first question is this: in erdo get the right money
laundering compliance settings within the casitis very important, isn'’t it, that
you correctly identify the risks?

MS LIN: Absolutely.

MS SHARP: Because if you don't correctly identifie risks, you don't get the
right policy settings?

MS LIN: Right. If you don’t know what the riskse, you're not going to know
what to defend against.

MS SHARP: Could | ask you just to read to yourparagraph 12, which is do your
risk-based assessments consider, and then theaenaraber of matters, (a) through
to (k) on the next page which when you are reagyll have that shown to you.

MS LIN: Okay.

MS SHARP: And can | just show you over the pagsubparagraph (j) and (k).
Do you agree - - -

MS LIN: It's not showing up.
MS SHARP: s it there?
MS LIN: Yes, now itis.

MS SHARP: Do you agree that these are all imporiaks that should be assessed
when conducting your risk assessment?

MS LIN: Yes, all of them, yes.

MS SHARP: Is there anything you would add to tisa?

MS LIN: No, I think this is a pretty comprehensilst, at least tailored to Nevada
or to domestic casinos. | mean, the only thingayradd is for casinos with a bigger
junket presence, because that just presents amegye risks on its own.

MS SHARP: And sorry, why is that?

MS LIN: Again, at least in Nevada there’s no jahkperator but for some of the
things we discussed as far as risks of junket djp@rs if that’s a big presence in

Macau, Singapore or Australia, then that probabbutd be something that a casino
considers.

.NSW CASINO INQUIRY 26.2.20 P-231 J. LIN XN
MS SHARP



10

15

20

25

30

35

40

45

MS SHARP: Can | just take you to — over the pag@age 38 at pinpoint 5214.
Under the heading E, Transaction Monitoring, yoli &e one of the questions,
guestion 21 is:

Do you have a monitoring program for unusual and potentially suspicious
activity?

You would agree that that is very important to haveonitoring program.

MS LIN: So | know banks across the board all himagsaction monitoring program
or a vender based transaction monitoring progr@asinos don't really have that
across the board. Some do, and have implementdtkeortraditional banking-type
tranches monitoring. But other casinos do morednse data analytics on their
rating details. So again depending on what youmhgaransaction monitoring,
there’s always going to be some sort of suspicamiizvity detection system in place
but that may not be a vendor-based transactiontororg program.

MS SHARP: And if you look a little further downmou will see there’s paragraph f
which is Preventive Measures. Now is it importiduat a casino has preventive
measures in place?

MS LIN: Yes, absolutely.

MS SHARP: Can | take you through their preventiveasures highlighted here
from paragraphs 23 to 30. Are each of these ptaxemeasures which you
consider to be good practice?

MS LIN: Yes, all of them.

MS SHARP: Are there any other preventive measilrasyou can think of now
that aren’t in this list, that you would considesbpractice?

MS LIN: | would say minimal gaming would be anetlone because F23 only
addresses bill stuffing. So minimal gaming, thewelot of things you can do with
rating details. You can also risk all your custosneased on the factor criteria that
you decide on, you can — yes, | think risk is ptapdhe only other one. Sorry, I'm
thinking more of the post activity detection, buése are preventive. | would say
yes, that’s a pretty comprehensive list.

MS SHARP: So as an expert in anti-money laundegou do agree that it's
appropriate that a casino does play a preventieea®well as a detection role?

MS LIN: Yes, because there are certain contfas you can implement to prevent
money laundering and it's easy, because — andjitsalvith the casino’s objective to
know more about their casino patrons so that tleyncarket to them. So | think
there’s — it’s not on this list, but so, you knawguesting identification from patrons
to know who it is that you're dealing with. Cassnall have an interest in having you
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sign up for their loyalty accounts. So they doéham interest to ask for your ID to
begin with. Obviously, at certain threshold thé&rga can decide | don’t want to be
marketed to then that’s a different story. Buti$lyour customer, pretty much aligns
to casino objectives.

MS SHARP: Tell me in the law in the state of Negaare there any limits imposed
on the amount of cash that a patron can exchanthe icasino?

MS LIN: As far as a foreign currency exchangéoopurchase - - -

MS SHARP: | put that poorly. Are there any lismgan buy-in, for example, cash
buy-in?

MS LIN: Not that I'm aware of, there’s no stattdimitation. You want to buy in
with $3 million in cash, you know, there’s obvioygjoing to be due diligence that
needs to take place but it wouldn’t be turned away.

MS SHARP: Is there any practice that you're awdramongst any casinos in
Nevada to put cash limits on the buy-in?

MS LIN: Theoretically at a table, so if a patréet;s say a high roller patron
decides he feels like playing roulette on the nfil@ior because he or she just
happens to walk by and they want to play a milt@tiar on a main floor roulette.
The table itself probably won’t have that much lnips on the main floor. So at that
point, it's more of a logistical limitation becaugey just don’t have that much chips
in the fill to give you a million dollars in chig that’s the only limitation | can

think of.

MS SHARP: | understand that in British Columbiadanada a requirement has
recently been introduced when a patron brings aveartain level of, or brings to the
casino a certain level of cash for a buy-in, thegdto be able to prove the source of
those funds. Have you heard of that?

MS LIN: | haven’'t heard about that specificalr British Columbia casinos but in
other Nevada casinos they will set thresholds wioenbring in cash.

MS SHARP: And what happens if you exceed onéo$é thresholds?

MS LIN: So they may give you a know your custortyge questionnaire to have
you kind of attest to where the source of funds ed®mom, depending on the
denomination of the cash itself, that might triggesuspicious activity reporting
investigation. But, again, there’s no statutomyitation for the casino to turn away
that cash.

MS SHARP: But there’s no, in a sense, eligibifiguirement imposed on the
patron to prove the source of their cash beforg'thallowed to buy in with it?
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MS LIN: Not proving in a convincing type of evitlee legal type of way, no.

MS SHARP: To your knowledge, has a casino in dawver refused to accept a
large amount of cash when a patron has soughtytanBu

MS LIN: Not that I'm aware of.

MS SHARP: If someone was unknown to the casimbuarknown to the cage
operator, say with a bag of $200 ,000 in notes,levthat be accepted without
question or would some kind of due diligence pracedake place?

MS LIN: So one of the controls in place wouldthe multiple transaction law.

And so this is essentially a record keeping fumctltat applies to cash transactions.
It's not part of the FINCEN regulation but it's neoof a holdover from the Nevada
regulation 6A when the Nevada state was overse@ih, Mo at the time reg 6A had
prescribed that any $3000 cash transaction has togged in line with logging
multiple or negotiable instruments. So once reg@s eliminated casinos still
retain this function of MTL. So depending on tlasiao it could be anywhere from
3000 to 5000 so if you hit that threshold the casiaeds to ask your identification in
order for them to lodge the cash transaction abdesguently aggregate for the
currency transaction reporting purposes. So yolt ealk up with 200,000 and be
unidentified.

MS SHARP: On the point of requiring identificatidhave there been problems
with people using false identification?

MS LIN: We do see that, but it's pretty rare fromy understanding.

MS SHARP: | wonder, is it more of a challenge veheomebody is relying upon
overseas identification than in relation to idaoéfion issued in the United States?

MS LIN: So kind of going back to | guess veritica of, in terms of validating
whether this is a fake or legitimate identificatitimere is technology in place that

will assist the casino to do that. So | think fadtentification is a rare issue. The
challenge with foreign customers is more of obtagnpermanent address for certain
transaction. So if they were to apply for a frominey account, they need a passport
IS not going to have your permanent address o th®o there needs to be some
other form or supporting documentation that carp§ughe address information.

MS SHARP: Now, the money laundering legal regthag governance casinos in
Nevada, imposes a know your customer requiremessrut it?

MS LIN: Yes.

MS SHARP: Can you just tell us what that is, imshell.
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MS LIN: So generally at the very basic level it identification requirement and
it's obtaining a name, permanent addresses anohiie €ases a tax identifying
number. It may trigger — and source of fundsjntdkof for more preliminary
screening. Enhanced due diligence could kick ohthat usually requires more
source of wealth investigation. So it's beyond g@eening for PEPs or adverse
media but its source of wealth, what is the pas@tcupation, does that line up with
the level that they're gambling. So let's saydfreeone is an elementary school
teacher but he or she has a 3 million credit lm#he private gaming salon, we need
to see if there’s an independent source of weh#tid separate from the income as
an elementary school teacher. So that’'s when usédue diligence would kick in
S0 it's occupation pattern analysis of their hist@irgaming data.

MS SHARP: Is there any kind of tension in doihg tenhanced due diligence that
comes from the simple fact of timing? Let me greel an example. You have a
VIP player who wants to come over from mainlandr@rand you get two days’
notice that this person wishes to come over. Do&sgive you enough time to do
enhanced due diligence?

MS LIN: Yes, compliance staff can work overnigitearly mornings to make sure
that we have the due diligence in place to cleampthiron for gaming.

MS SHARP: And - - -
MS LIN: So two days it's possible, yes.

MS SHARP: What if at the end of those two daysdbmpliance officer feels that
he or she does not have sufficient evidence to ralexision one way or the other?

MS LIN: So if the case escalates to a point whieeechief compliance officer
determines this patron is not suitable for a crigait and the patron is in mainland
China theoretically marketing would have to reaahto the patron and say hey,
sorry we can’t fly you on your private jet. Orealtatively, the patron can have an
alternative method of funding their gaming. Sd¢sletly instead of being issued a
credit, they bring their own money, let’'s say tlaeg able to get a wire overnight into
the front money account. Then theoretically tHesytwould be cleared for gaming
and maybe a post activity review might be conducted

MS SHARP: A lot of that happens, a lot of thatirsds like it’s focusing on whether
that patron is a credit risk. But does it triggérer things? For example, a
consideration of whether the patron should be péethio gamble at all in the
casino, even if he or she comes up with his ooler front money?

MS LIN: Okay. So | guess maybe | wasn'’t cleathwny response. So if the
investigation is now sitting with compliance, th@ge usually escalated from the
credit department who only assess the credit fiskeopatron. But at certain
thresholds, this credit referral would be escal&ecbmpliance and that would look
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into more of the source of wealth, any sort of ageenedia, negative news screen, is
the patron a PEP. So that does get taken intademasion, yes.

MS SHARP: What happens if the patron fails thieagrted due diligence process?

MS LIN: Casinos could theoretically decide tHagyt don’t want to do patron with
this customer and they could be on a banned list.

MS SHARP: And does that create tensions or difies for the casino, because on
the one hand, the law requires that you take step® deal in the proceeds of
crime, and you're required to conduct thorough diligence. But on the other hand,
this VIP patron stands to facilitate the casino img@la lot of money, is there a
tension there?

MS LIN: There’s absolutely a tension, and | thinkvould depend on the culture of
compliance that each casino has. So if you havegieadership at the compliance
and the board level and there is a culture in pldmn there’s less likelihood that
you would succumb to kind of this revenue pressure.

MS SHARP: And so your evidence is that it's vanportant to have a culture of
compliance?

MS LIN: Absolutely.
MS SHARP: And that is what will help manage thivious tension?
MS LIN: Correct.

MS SHARP: And is it your evidence that the cwdtof compliance has to go all the
way to the top?

MS LIN: Absolutely, yes.
MS SHARP: To the leadership, just to be clear.

MS LIN: Right. So that would include the boarfddoector. That would include
executive management all being on board to undetsteat anti-money laundering
is a large risk and, you know, if you succumb teeraie pressures, that is going to
expose yourself to, you know, longer term or lamgests down the road, not to
mention that that FiINnCEN or the Department of d&estian hold the chief compliance
officer personally liable for any sort of deficiees. So generally speaking, it is in
the interests of the casino to be complying withlA8andards in a very robust
fashion.

MS SHARP: Do you happen to know what that lath&t holds the — | think you
said the directors personally liable.
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COMMISSIONER: The compliance officer.
MS SHARP: The compliance officer.

MS LIN: There’s no — | don't believe there’s artual regulation. It's more from —
enforced from enforcement actions.

MS SHARP: Now, was part of your role with you wed with the Sands
corporation to inculcate a culture of compliancéwn the organisation?

MS LIN: Yes.
MS SHARP: How did you go about doing that?

MS LIN: So from a day-to-day operation standpdistmaking sure that all of our
training of personnel that are filing the suspis@ctivity report, currency
transaction report, for them to understand the mamae of their job and, you know,
all the reports we file has to be complete and i@teu It involves being — keeping
abreast of any sort of regulatory updates or anyad@dvisory that are issued,
keeping track of enforcement actions so that wedoagap analysis. From kind of
the corporate standpoint, it's really to collaberatith the operating department.
And getting them — getting their buy-in so thatythe more willing to, you know,
speak up and escalate suspicious activity or atlggriries they might have about the
program.

MS SHARP: You have indicated previously thatreating a culture of compliance
it's very important that you get the buy-in fronetleadership within the
organisation. How do you inculcate a culture ahptiance within the ranks of the
leadership of the organisation?

MS LIN: 1think a lot of it will come down to tmaing, on helping them understand
what it involves, you know, getting the resouraebtild and sustain a good AML
program, understanding the risks of non-compliaaod, how that will hurt the
business, probably more down the road than totgut corners.

MS SHARP: I'm just wondering, is there a tensibat can exist within casinos
within, say, the marketing arm on the one hand,thecdompliance people on the
other?

MS LIN: There will always be tension so, agatrkind of just comes back to
instilling that culture, so that marketing will guback a little less.

MS SHARP: And you've said that one of the impnttings that has to happen in
inculcating a culture of compliance is staff traig?

MS LIN: Yes.
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MS SHARP: | will come to ask you a little bit alicstaff training now. So far as
casinos in Nevada are concerned, is it the expectttat all casino staff will be
trained in anti-money laundering and countertesrarfinancing?

MS LIN: All staff that would engage in financimbnsactions. So let's say - - -
MS SHARP: So they'’re the people who receive taming, are they?
MS LIN: Sorry, can you repeat that.

MS SHARP: So it's people who are engaged in ithential transactions who
receive the training and them alone?

MS LIN: Correct.
MS SHARP: What about people in the marketing depants?

MS LIN: Marketing are typically included in theaining because they deal with
staff and they could potentially be involved indircial transaction in the sense that
if they were working out of a branch office and gregron comes into the branch
office to make a payment on their outstanding nrarxeto fund a front money
account, so that they can’t theoretically be inealin financial transaction, but from
a broader standpoint it’s just to educate themrane them be more willing to come
forward and share what they know about the custeniercause actually | forgot to
mention, so from a FINCEN standpoint there’s kihthe, you know, five pillars of
an AML program. So you have your chief compliantfecer, you have independent
testing, you have policies and procedures, you lravw@ng, and you have customer
due diligence.

For casinos specifically there’s kind of an addigibpillar and it's to use all
available data. And what the regulations are gyomget at was a lot of information
and data about customers resides with marketingd sb that's a — so as part of the
training, marketing staff are encouraged to shaaeihformation with the rest — or
with compliance staff mostly.

MS SHARP: And just returning to encouraging aund of compliance to develop,
is there a board of directors; should they ben&@iin anti-money laundering and
counterterrorism financing?

MS LIN: From what | understand, a board of dioestat casino operators or banks
typically do get the same AML training.

MS SHARP: What about CEOs and the CFO and the ©OO

MS LIN: Yes, because they're part of executivenagement.
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MS SHARP: And when you were talking about peap® deal in the financial
transactions, | take it that means that, for examgage operators and pit staff, staff
at the pits, are trained in anti-money launderind eounterterrorism financing?

MS LIN: Yes, that's correct.

MS SHARP: And are there particular staff memlvens receive more training than
other staff members, amongst that cohort who deesiving training at all?

MS LIN: | think different casinos do — conductthtraining slightly differently.
There are casinos who will use a vendor-based coomheeveloped training and
it's the same training are for everyone who hase 8 involved in the AML
process. There are casinos who will develop it training in-house so they will
have specific ..... and that’s tailored to diffdreperating departments because,
again, you know, cage may have certain functioasttie credit department or table
games won't do. So they — typically cage wouldoatady have more advanced
trainings, as would back office compliance staffraernal audit staffs.

MS SHARP: And how do you test if the staff hasarhed from the training?

MS LIN: So typically as part of the training tleewill be a record of attendance to
at least show that training has been given. Yauatso — and so there would be
attendance records to show that the staff has @etpthe training but sometimes
there will also be a separate test. You knowgutld be something multiple choice
or a group discussion, but something to test thi€ sknowledge. But that’'s not a
requirement. The requirement at a very fundaméewal is just to make sure that
training has been given.

MS SHARP: Would there be any merit in conductiagdom auditing of staff to
see what they knew about anti-money launderingcandterterrorism financing
compliance?

MS LIN: | haven’t seen, you know, an internal augb ..... the cage and try to test
the cashier on a specific point but | think it ceng®wn to the general internal
periodic testing by — or periodic audits to tesetter or not training has been given.
And the primary responsibility really falls on, ykoow, staff — staff like me where |
oversee a team and | make sure that the produthte @rotocol — or in the case of a
cage, the protocol that they’re engaging in is kea€és to policies and procedures
and there has to be, you know, disciplinary proceslin place so that if a staff does
fail in the AML policies and procedures that cotree action or additional training

is undertaken.

COMMISSIONER: Could I just ask you something abitwe marketing side of
things just as you've referred to the desire tooengge marketing to share the data
with the compliance section of the casino. I&d tase that if they are not so
encouraged they won’t share, obviously?
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MS LIN: Yes. And in practice, you know, most hketing hosts don’'t have some
sort of paper file that they keep on the custoradaniow that, you know, their
favourite wine is X, their — they like to gambletims kind of environment. But the
idea is that marketing knows more about the custahasn any other department
within the casino, so again that encouragementdberes into play.

COMMISSIONER: In patrticular, | suppose, the ViRnketers?
MS LIN: Sorry, can you repeat that?

COMMISSIONER: In particular, | suppose, the ViRnketers?
MS LIN: Absolutely, yes.

COMMISSIONER: And just on that, if | may, do thasinos in your jurisdiction
provide to the marketing staff incentives, bonugasresults?

MS LIN: So bonus structure would be applicableytmu know, staff in any
department to, | guess, encourage them or incestiviarketing in particular to share
or any other department to comply with internalgeaures. There can be clawbacks
of bonuses as a policy.

COMMISSIONER: Yes, I'm sorry to interrupt. Thagku very much for that
clarification.

MS SHARP: I'm just wondering if somebody out hetpit observes suspicious
transactions, they obviously would need to reguose to their supervisors; is that
correct?

MS LIN: Yes.
MS SHARP: So there will be various reporting $irieat have to be followed?
MS LIN: Correct.

MS SHARP: In any sense, can these frontline stagkerving these suspicious
transactions be likened to whistleblowers?

MS LIN: Again, | think that goes back to the cut of compliance. 1 think if you
have a strong compliance culture in place, the isi¢aat you don’t want a staff
member to ignore what's going on on the floor. ,Biitcourse, you can’t know what
you don’t know.

MS SHARP: Do there need to be incentives in ptaancourage the frontline staff
to make these reports to their superiors in tis filace?
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MS LIN: Yes. So a lot of times in AML policiesd procedures, you know, there
will be some statement that indicate, you knowlpfeing internal procedures or the
lack — lack or violation of AML procedures couldstdt in disciplinary action. So
that would be, | guess, the incentive for frontlgtaff to adhere to those procedures.

MS SHARP: So more of a stick than a carrot.
MS LIN: Right. It's more of a disincentive vidian to not violate.

MS SHARP: Is it necessary to put any protectiraedures into place so that the
frontline staff who report do not suffer adversasequences by reason of reporting?

MS LIN: Yes. So that would typically fall underore of a general corporate
compliance, you know, code of ethics where thesmnianti-retaliation clause or
provision for any form of whistleblowing, not jughited to anti-money laundering.

MS SHARP: Tell me, does your regulator FInCENy@ay role in training staff in
anti-money laundering procedures?

MS LIN: No, not directly. But they will issue glance occasionally to the public
and so you can subscribe to their website anddyeedl of those advisory and
guidance as they come out.

MS SHARP: Does FinCEN play any role in auditingffsfor their understanding of
anti-money laundering requirements and rules?

MS LIN: So FinCEN is the federal regulator thaesees AML programs but as far
as auditing casinos, that function is delegatetiednternal Revenue Service. So
casinos auditor of their AML program is conductgdtlte internal revenue services,
not FiNCEN directly.

MS SHARP: If one of the front line staff, for erple, the pit supervisor, detects a
suspicious transaction, is there any kind of rezaent to the effect that a direction
must be given that play stops?

MS LIN: | guess it depends on what that situateonSo usually play could be
completely stopped. Typically would be when a@atouys in or is about to buy in
for more than $10,000 and refuses to provide tBeaial Security number, at which
point play has to be stopped. But other suspicamtisity like minimal gaming may
not be stopped right then and there.

MS SHARP: And lastly, in the state of Nevada, thexe inspectors from | think
you called it the gaming board, who are presettt@atasino at all times?

MS LIN: I'm not sure at all time, but we do gesits from the Gaming Control
Board every now and then, yes.
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MS SHARP: Those are my questions, Commissioner.

COMMISSIONER: Thank you, Ms Sharp, Mr Young, dngg?

MR YOUNG: On this occasion, yes.

COMMISSIONER: Mr Young. Mr Young appears for avfehe companies, the
subject of the terms of reference of inquiry hefée Crown Resorts, limited.
<EXAMINATION BY MR YOUNG [12.48 pm]
MR YOUNG: Ms Lin, early in your evidence, you agd with a proposition from
Ms Sharp - - -

COMMISSIONER: Could you move the microphone.

MS LIN: Sorry, could | ask you to speak up dditbit.

COMMISSIONER: Yes, I'm sorry.

MR YOUNG: I'm not sure they’re turned on.

COMMISSIONER: Just make sure that you are wikddYoung. Yes, thank you.
MR YOUNG: Ms Lin, can you hear me now?

MS LIN: Yes, better.

MR YOUNG: Earlier enter your evidence you agresith the following
proposition from Ms Sharp: independent agentatgermitted to provide credit
to patrons in Nevada.

MS LIN: Correct.

MR YOUNG: Can you identify the regulation or sii@ry provision that that view
is based on?

MS LIN: That's more of a gaming control boardukdion, and that's not in my
area of expertise.

MR YOUNG: Yes. Now, one follow-up question. eatn your evidence, you
identified a risk area for money laundering beingttsome locals in Nevada might
make a loan to the foreign player. Is there agylation or process in Nevada that
would law the regulators to identify that sort oagtice?
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MS LIN: So that wouldn't be at the state lev&hat implicates more the same
federal anti-money laundering regulation. So thdigular case that | was
discussing was a Department of Justice investigahat came out just a month ago,
and so that implicated what is called a legal manaysmitter regulation. So if you
want to engage in money transmission, there ataindicensing protocol that you
have to complete as part of FINnCEN regulationar’ccite the actual statutes off the
top of my head, but there’s certain licensing. Aodf you don’t register with
FINCEN and complete certain processes, then yoarggaging in illegal money
transmission. That was the finding of that departhof justice investigation.

MR YOUNG: | thought your example didn’t involveyamoney transfer rather it
was a loan agreement made in Nevada between kadlghe foreign player. The
money was provided in Nevada and then subsequitatliipan debt was settled in
China. So if you assume that set of facts, isetlagry regulation or process in
Nevada that would detect that kind of arrangement?

MS LIN: Again, not at the Nevada level or at tate level. Money transmission
or illegal money transmission is — implicates thi@EN regulations.

MR FINCH: All right. Thank you, Ms Lin.

COMMISSIONER: Yes. Thank you, Mr Young. Mr OiBn?

MR O’BRIEN: No. No questions, your Honour.

COMMISSIONER: And Mr Finch.

MR FINCH: No, thank you, Commissioner.

COMMISSIONER: Ms Lin, thank you very much for yaassistance. I'm most
grateful for the assistance you have provided,veimat we will do now is terminate

the link. Thank you very much.

MS LIN: All right. Thank you. Happy to help.

<THE WITNESS WITHDREW [12.51 pm]

COMMISSIONER: Thank you. Yes, Ms Sharp.

MS SHARP: The next witness is one that we wiltdan person, Commissioner.
That's Dr John Langdale. | propose to call hineathe luncheon adjournment.

COMMISSIONER: Yes. Allright then. | will adjoo until 2 pm, thank you.
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ADJOURNED [12.52 pm]

RESUMED [2.00 pm]

COMMISSIONER: Yes, Ms Sharp.

MS SHARP: Commissioner, the next witness is DmJbangdale appearing in
person and standing near the witness box.

COMMISSIONER: Dr Langdale, please just step thi®witness box. | want you
to stand there. Thank you very much. Now, the@rd want you to stand there is

because | wanted to — thank you very much for cgrtorus, but | would like to
know whether you would prefer to take an oath okeren affirmation?

<JOHN LANGDALE, AFFIRMED [2.01 pm]

<EXAMINATION BY MS SHARP

COMMISSIONER: Yes, Ms Sharp. Please take a séat

MS SHARP: Thank you. Dr Langdale, can you te Commission your full
name, please.

DR LANGDALE: John Vivian Langdale.
MS SHARP: And your address is known to thoseséisg this inquiry?
DR LANGDALE: Yes.

MS SHARP: You are an honorary research fellothatDepartment of Security
Studies and Criminology at Macquarie University.

DR LANGDALE: That's correct.

MS SHARP: How long have you been there?
DR LANGDALE: A long time.

MS SHARP: Would you care to quantify that?

DR LANGDALE: Since 1970.
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MS SHARP: You have provided a CV to this inquiry.
DR LANGDALE: Yes.

MS SHARP: Could I call up the document, INQ.5@1.A610, which
Commissioner is exhibit A252.

COMMISSIONER: Thank you for that.

MS SHARP: Dr Langdale, is this the CV, the curhion vitae that you provided to
the inquiry?

DR LANGDALE: That's correct.
MS SHARP: And | take it this accurate and correct
DR LANGDALE: Yes.

MS SHARP: Now — we can put that document dowhark you. Your tertiary
qualifications are as follows: you have a BacheloBcience from Sydney
University. You have a Master of Science from RBghrania State University, and
you have a PhD from the University of Hawaii.

DR LANGDALE: That's correct.

MS SHARP: It's the case that you have previougtyked for the Department of
Foreign Affairs and trade?

DR LANGDALE: Yes.
MS SHARP: What were you doing there?

DR LANGDALE: |did a number of studies for thevgmnment. It was actually
more from the Department of Industry, and | dickaes of studies for the
Department of Industry in conjunction with Telséad with the Australian Research
Council that funds the universities. So | did Aeseof consultancy studies for the
then Department of Communications as well, andDeartment of Industry,

Telstra, and a series of research — pure reseap@cfs with the Australian Research
Council.

MS SHARP: Dr Langdale, could | ask that you cquidsibly position yourself so
you can see me but also see the Commissioner.

DR LANGDALE: Yes, certainly.

MS SHARP: Thank you.
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COMMISSIONER: Thank you very much for that.

MS SHARP: Now, one of your research interestsaissnational organised crime.
DR LANGDALE: That's right.

MS SHARP: How did you become interested in tbatd?

DR LANGDALE: Without going into detail, the shahswer; I'm interested in the
interrelationships between the legal economy -gtbkalisation of the legal
economy and the globalisation of the illegal ecoporAnd | have attempted to pull
together those two strands in my research anceinvtitk that I've been doing most
recently, and particularly in the illicit and lidihance area. So I'm struggling, |
must say, in that area because | think it's exttieary difficult to get a handle on the
speed of change that’s taking place even in thieglionomy, let alone the illicit
economy. So that when you feel like you have @hield something on the — at a
certain period of time, no sooner do you have thiarssentially redundant.

The criminals in particular, but also the — in lbgal economy, the speed of
technological change, the introduction of telecomiwations, and new information
technologies. The whole globalisation of the AB&gific is changing so rapidly that
it's very difficult to keep up with all of this, a@nparticularly the role of China.

MS SHARP: s it correct that your interest imaational organised crime led you
to become interested in money laundering.

DR LANGDALE: That's correct.

MS SHARP: And you have, in the past, presentedeBlults of your research in
relation to transnational organised crime and mdaegdering to AUSTRAC?

DR LANGDALE: Yes. | gave three presentation®\tdSTRAC. One on — all
three were about regional hubs, financial hubse ®Was on Dubai, and its role in the
Middle East in money laundering. The other twoeven Southern China, Hong
Kong, Guangdong province and Southern China inrgéndll three are

interrelated. My general interest is in how dawoegl financial hubs operate in both
the legal and the illegal economy. In the casdaig Kong, much more
complicated. Because of the size of the China@ogrand the size of the off-shore
Hong Kong market and the role of Macau and the ggnmdustry, it's much more
complicated than — well, Dubai is complicated a#i, vbeit Hong Kong is a much
bigger player and much more important. And palaidy for Australia.

MS SHARP: Now, is it right that you have alsogaeted to the New South Wales
Police Force on the topic of the impact of Chinieaasnational crime in Australia.

DR LANGDALE: That's correct, yes.
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MS SHARP: And that was in 2017.

DR LANGDALE: Yes.

MS SHARP: You have also made two submissionkiginquiry, haven’t you?
DR LANGDALE: Yes.

MS SHARP: Can we call up document INQ.500.001509bhis is exhibit A231.
COMMISSIONER: Yes, thank you, Ms Sharp.

MS SHARP: [I'll just have this document made aafalié. Do you recognise this as
the submission you made to this inquiry in Decendf&019?

DR LANGDALE: That's correct.

MS SHARP: And you then made a supplementary ssdiom in January this year.
DR LANGDALE: Yes.

MS SHARP: | will just show you that. INQ.500.00266, that is exhibit A236.
COMMISSIONER: Thank you.

DR LANGDALE: That's correct, yes.

MS SHARP: You will see, you confirm that thath& submission you made in
January of this year.

DR LANGDALE: Yes.
MS SHARP: Do you adhere to the views you setiothose reports.
DR LANGDALE: Yes, yes.

MS SHARP: You made the submissions off your oatj i | can put it that way.
You weren't first contacted by anyone from the imgu

DR LANGDALE: That's right. That's correct.
MS SHARP: And you made these submissions begauseonsidered that you had
information relevant to developments in transnatianime and in money laundering

that might touch upon issues in casinos.

DR LANGDALE: That's correct.
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COMMISSIONER: And | presume you made them on ymensonal behalf and not
that of the university.

DR LANGDALE: That's right.

MS SHARP: Dr Langdale, we have been told thaincasare one place in which
money laundering can occur. Are you able to telfome other major areas where
money laundering occurs throughout the world?

DR LANGDALE: The primary area of money launderiagvell, there are many
areas but the workhorse, if you like, is trade-daseney laundering. And
particularly in the Chinese situation and Hong Kamragle-based money laundering
would be the major area. And that’'s essentiallg-mvoicing of exports and
imports, and falsifying documents. And it’'s vevgry large in China. The Chinese
government is aware of it. Hong Kong governmermwsire of it. But the volume of
trade is such that it is extremely difficult to gebhandle on that for both
governments, if you like.

MS SHARP: Dr Langdale, why does money laundeniadter?

DR LANGDALE: It matters in the sense that it'sestially facilitating
transnational crime, in particular illegal drugsfticking. It's facilitating a whole
range ranging from endangered species, illegaldmade, illegal fishing, people
smuggling, sexual — people smuggling for sexuadarsg, a whole range of areas.
And essentially by facilitating transnational crina¢ the extreme you get to the,
what's called the narco-state. And Afghanistan @otbmbia have descended into
what are referred to in the literature as narctestevhere, essentially, the rule of law
breaks down, and the judiciary and the whole gawemt is corrupted by the — or
intimidated, | suppose, by the extent of the naso$ you know, you get to virtually
a totally unstable situation where the standard/ofg declines, and a high level of
outmigration and just the basic whole economy dbésnction. It functions around
the narco, whether it be cocaine in Colombia ooimein Afghanistan.

MS SHARP: Dr Langdale, how does money laundeiaagditate crime?

DR LANGDALE: It's basically the grease, if yolké, that facilitates the criminal
activity. If you are trafficking illegal drugs, wove got to be able to, you know, get
that money that you're receiving. If it is traked into Australia, then you have to
get that money and then make use of it in the c@horganisation. You may use it
to pay off the drug mules in Sydney, for exameit then you might need to get it
back to Hong Kong or China or wherever in the whdasnational chain, and that
way you need to get it internationally. And thdtig difficulty for the drug
traffickers, that they have to launder that moregugh the chain on a global basis,
whether it be just from Australia back to Hong KagChina, or whether it be back
to Myanmar or wherever.
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MS SHARP: Are you able, on the basis of your aese to give us any indication
of how big the money laundering problem is worldie?

DR LANGDALE: The usual figure is something liked to five per cent of global
GDP, and that comes from the International Monefanyd, the IMF. But | have a
feeling that that figure is, you know, done veryalfly and I’'m not sure it's based on
any real research. Butit's very widely used amgrgone uses it but nobody really
knows the true figure. It's a large figure, whateit is.

MS SHARP: Can | return now to the presentatiat yfou gave to the New South
Wales Police Force back in November of 2017. Yeyvovided this inquiry with
the slides you used during that presentation.

DR LANGDALE: Yes.

MS SHARP: Can | show those to you please. damyg up INQ.500.001.1030,
and that’s exhibit A188. I'm showing you the fimige. Do you recognise these as
the slides?

DR LANGDALE: That's it, yes. Yes.

MS SHARP: What we see, if we look at the secdia@ $n the top row which is
headed Outline of Presentation, what you say tisefeat you are going to focus on
transnational crime from southern China which afféustralia. You were going to
look at, firstly, the supply side; secondly, theifitators; and, thirdly, the alliances.
Now, | want to take you, firstly, to the slide thyatu prepared regarding the supply
side, which is the one we see in the left-handroolin the middle row, if | could —
now, what are you trying to establish here?

DR LANGDALE: Essentially, Southern China and pararly Guangdong — and |
actually could expand it to Fujian province. | megthose two provinces would
account for a large per cent. Fujian provinceithe north of Guangdong province,
and is very active in particular areas of transmeti crime, people smuggling in
particular. And also links to Taiwan. So the Tangse criminal gangs are often
ethnically Fujianese and relate to relate to tik@ifan. But in this presentation, not
trying to make it too complicated, | focused on Gg@ong province. And | was
trying to establish it is a hot-bed of transnatiarane in China. What | didn’t say, |
suppose, was that there are good historical redsotisis, and also contemporary
reasons.

The historical reasons are that the bulk of et@himese that migrated to southeast
Asia came from Guangdong and Fujian provincesphcslly. So that the ethnic
Chinese networks that are crucially important idenstanding Asian business
emanate from this region in particular. I'm noyisg that these people are involved
in trans national crime but some of them are. &b they’re primarily legal but there
are potentially a number of illegal activities asated with those people.
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Because of its rapid growth, Pearl River Deltaantigular, which is part of
Guangdong province, is — when Deng Xiaoping libseal China in the 80s, the
Pearl River Delta was one of the first regionsrmngrapidly and the first investors
were the ethnic Chinese people that came in freneeHong Kong, Taiwan or
south-east Asia. And they established off-shoceofées in this region and grew
extremely rapidly. So it was low wage to beginhabut since that time, very, very
rapidly it's shifted into hi-tech. So Huawei isdtequartered there now. And it's the
low wage activities have tended to go either inl@miha or down into Cambodia,
Vietnam and Bangladesh.

So that this region — | put trafficking of illegaitugs — at that stage we were getting —
I mean, if you remember the Commonwealth Bank mdaegdering incident, a
number of the intelligent ATMs, the money was bdegndered back to Hong Kong
and presumably then China. But at that stage @f litte methamphetamines up to
about 2015, 2016 were still coming from Guangdor&jnce that time, and we might
get on to this a bit later, the United Nations €dfof Drugs and Crime, UNODC, has
indicated that the methamphetamines, the Chinegergment has had a crackdown
on methamphetamine production in Guangdong prowanckthere has been a
displacement effect so that the meth productiorshéted off to Shan State in
Myanmar. So pretty rapid — | think even the UNOREs surprised by the speed
with which that took place.

MS SHARP: If | could pause you there for a momenbu mentioned the
UNODC. That stands for the United Nations Office@rugs and Crime.

DR LANGDALE: That's correct, yes.

MS SHARP: If | can show you a document. If | catl up INQ.130.001.7206.
This is exhibit A94.

COMMISSIONER: Thank you.

MS SHARP: You mentioned that the UNODC had idesdimethamphetamine
trafficking as an issue, this is the report youevesferring to.

DR LANGDALE: That's correct.

MS SHARP: So this is a 2019 report.

DR LANGDALE: Yes.

MS SHARP: What did this say about methamphetarnafécking?

DR LANGDALE: To go back to their previous one,ialinwas legal crime or
transnational crime in Asia, east Asia region aadifit region in 2013. | think they

indicated that methamphetamine was about 15 billiSrdollars turnover. By 2019
they’re estimating for the south-east Asian regomething like between 30 and 61
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billion, a huge variation but doubling it — at ttmienimum, a doubling of the size of
the market in the space of six years. So extraargligrowth in the meth market
where as in heroin, | think the 2019 figures areudteight and a half billion. So
heroin has stabilised or declining slowly at leaghe Asia-Pacific region and
methamphetamines for the Asia-Pacific region isngng very, very rapidly.

MS SHARP: Now, Dr Langdale, methamphetamineithitig was, of course, one
of the very big issues identified in this repoBut what was some of the other sorts
of crime perpetrated by transnational organiseme€iin south-east Asia?

DR LANGDALE: The other big one was counterfeibgs. And China, European
Union and the Americans have identified somethikg TO per cent of the
counterfeit goods going into those respective regimoming from China. And quite
a significant percentage of that amount would baing from Guangdong province.
And the reasons are that Guangdong province ip@risogistics network, very
efficient container terminals, good production, gdabour skills, and they have
what's called a third shift. First two shifts degal and the third shift is the illegal
shift over in the evening.

But in actual fact there are just pure — therecarenterfeit factories that are churning
out not just low end consumer goods but high eflte Pentagon has actually done a
study and found that quite a significant percentafges defence procurement is
counterfeits, coming from Shenzhen. So the Pentags quite shocked about this.
But right through the industrial equipment, airtraganufacture, parts are coming
from basically counterfeits.

MS SHARP: What about counterfeit medicines?

DR LANGDALE: And counterfeit medicines. Partiadly in developing countries,
there are whole logistics change going into Afrfe&ke malarial drugs going into
Indonesia which are either placebos, they don&lgthing or they’re actually bad
for the person. It's a massive health problemAfisica, poorer countries of Africa
and in south-east Asia.

MS SHARP: Did the UNODC report have anythingag about human trafficking?

DR LANGDALE: Yes, the two types, the human trefing, as | mentioned
probably historically is coming out of Fujian praee. And in fact a number of the
major deaths in had the UK and elsewhere, | thinthé channel crossing recently, |
think they came from Fujian province, I'm not ealyr sure of that. But they would
contribute a large number of human trafficking, dniglin of the human trafficking
people going into Europe, United States and, ofsmuthe transnational criminal
groups are unlike other areas of trafficking yountwsuccessful customers because
you want referrals. So that the snake heads wdtharorganisers of the human
trafficking work on referrals, positive referralscathey will get more people from
the region. That's why you get particular part$-gfian province that are very
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heavily — will send children, young people over tiog family and they will remit
money back to the province.

MS SHARP: Now this UNODC report, did it also idinsome trends with
wildlife smuggling and timber smuggling?

DR LANGDALE: Yes, the wildlife is a major problem the sense that you are
getting pangolins, elephant tusks, rhinoceros, fveny poor countries in Africa.
They use, to extent — excellent report by the Emnmental Investigation Agency —
at great risk to their own lives got in and posedraffickers, both in Africa and right
through the logistics chain. And the strengthhef €nvironmental investigation
report, | think it's Shuidong Global Trafficking HR2017, it's well worthwhile
reading because they get into the role of undergtdnanks. Most of the reports and
particularly the UNODC are not very good on theidtigs chains of both the getting
the illegal activity to market and then the monayridering back to wherever the
trafficking organisation wants. And this envirormted investigation agency actually
looked at the role of Chinese underground bankgtting the money back to
wherever they wanted the money in the chain. Amadi$t say that as a result of that
report, the Chinese government was forced to atbamst the principals of the
syndicate. Normally they don't.

MS SHARP: Dr Langdale, this environmental orgatis of which you speak,
which jurisdiction does this come from?

DR LANGDALE: UK.

MS SHARP: We will come back to discuss undergthbanking in a little while.

But in the meantime can | take you back to theesticesentation that you gave to the
New South Wales Police Force. If we can bringhgwhole of that document, and
in fact if we could focus again on the middle slatethe left-hand side there’s a dot
point supply side, one of them is associated mden@ydering flows back to China
and Hong Kong. Now, what do you mean by that enabntext of this supply side
analysis.

DR LANGDALE: Well, in the case of, well if it werto Australia then you would
be wanting to launder the money back to either €binHong Kong off-shore
money markets so that you can make use of the mianaternational markets,
deploy the money wherever you want to move it.tif&oidea is that you've got a
series of shell companies, Hong Kong has verydibsnell company registration and
a lot of transnational criminals make use of thetsell companies to launder their
money and ship it into off-shore money markets.

MS SHARP: If | can stop you there, what is soaative to money launderings
about shell companies from Hong Kong as opposediaene?

DR LANGDALE: Anonymity.
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MS SHARP: So that is that you can't track thegleavho have an interest in the
company.

DR LANGDALE: That's right, very heavily used byokth Korean sanction
evaders. The UN security council do an annualntepposanctions, a very detailed
report | might say on sanction of Asia. And Hongnl§ I’'m afraid gets quite a
regular appearance in the UN Security Council cossian of experts on sanction of
Asia and again it comes back to the shell companieong Kong and their
shipping, their registration of shipping companreparticular but a variety of other
companies as well are registered, export impamegs. The north Koreans are
excellent in having front companies put up and teyable to get away with that
through Hong Kong.

MS SHARP: Could I just clarify with you, Dr Langl&, what are shell companies?

DR LANGDALE: Basically a $2 company. To give yano example, a number of
years ago there were a tax on swift, well centaalkis, Bangladesh bank was the
most notorious. But there was one in Ecuador had got off with 15, 20 million
dollars from the Ecuador Central Bank using thetanierbank transfer system.
The money was tracked back through Wells Fargunktit was, back to a shelf
company in a grubby industrial district in Hong KpnAnd when the investigators
got there, they found there was like a night watahrtinere and virtually nobody
there. So it was basically a $2 company that meattsing. They were long gone
by the time the investigators got to the address.

MS SHARP: So it's — another way of describindhallscompany is as a front
company.

DR LANGDALE: That's right, that's all.

MS SHARP: Now could I take you back to the slidéwe can have the whole
page shown again. If you have a look at the secowdn the right-hand side, that
slide, if we can highlight that. You say:

Transnational crime needs facilitators.

And just to remind you your presentation was fyrstle supply side, secondly the
facilitators and thirdly the alliances. So we going to the facilitators and you
identify them as the bankers, the accountantsiathtvyers. And you say that
Hong Kong is a key hub for these facilitators. WWAgng Kong?

DR LANGDALE: It has the greatest concentratiorfadfilitators. People
associated with the banking industry, I think fioh services would be a better
description, who have a long history of enablirgvé of money both list it and

illicit. Hong Kong has had a long history, agasgive you a brief history — | mean
Hong Kong initially functioned as an off-shore aenfior the south-east Asian ethnic
Chinese. And because of the hostility to ethnim€$e in a number of Malay based
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south-east Asian countries, they wanted to stasih itioney, their wealth in a safe
haven and Hong Kong was basically the safe haBnHong Kong early
establishment was for facilitating offshore safgdres.

When China liberalised and opened it up, clearlin€kwvas going to be the dominant
partner and once you have the liberalisation oh&laind both foreign investment
going into China and foreign investment coming ewen though the capital account
was, and is restricted, you have huge — well iltaipital flows going into and out of
China. One example would be round tripping. HEogg is not the only centre in
the world doing round tripping. Dubai does it fodia and other places.

MS SHARP: If | could just stop you there, whatasind tripping?

DR LANGDALE: Essentially, it's pretending to beréign investment. So money
comes out of China, goes through Hong Kong andanftial intermediary. It goes
off to the British Virgin Islands, for example, ibicould be the Caymans. It comes
back to Hong Kong, and then goes back into Chirfarasgn investment. And the
most recent figures I've seen indicate that théi®riVirgin Islands are the second
largest foreign investors in China. So BVI accsuerie very, very important in
China, and came out during the Panama Papers.kivau, the whistleblower leak
of Mossack Fonseca indicated that a significantlmemof wealthy Chinese and
politically connected Chinese had BVI accounts @wede engaged in offshore
money transaction, quite illegal and certainly agalCommunist Party rules.

MS SHARP: Now, just returning to the propositibat Hong Kong is a key hub for
these facilitators, you've already mentioned tHe od shell companies in Hong
Kong. What about the secrecy associated with #m&ibg industry over there?

DR LANGDALE: It rates as — transparency — TaxtibesNetwork puts out an
annual report on — a secrecy report. | think tlestnecent one indicates that Hong
Kong is rated between the second and the fourth seaset location in the world.
And so it’s highly secretive and is a good place for offshore banking, essentially.

MS SHARP: Now, in the context of speaking abagilitators in your slide
presentation, you identify Macau as being a seagriuzb. Why is that?

DR LANGDALE: In terms of financial transactiofdacau doesn't rate as far as
Hong Kong is concerned. Obviously, Macau is thenid@ant gambling — gaming
centre, casino centre in the region, and Xi Jinpwagts Macau to diversify and
become more like Hong Kong. So the Macau governimnas been ordered to
become less reliant on the casino sector and beaamech more diversified centre,
financial centre, entertainment centre, more iratgt resorts but certainly more
diversified financial services. So the Chineseegoment actually wants Macau to
become more diversified in its orientation.

MS SHARP: So that’s, | suppose, an aspiratiorilferfuture to have a more diverse
economy in Macau, but what about its present rela secondary hub?
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DR LANGDALE: Its present role would be facilitag major financial flows
through the casinos, and | would suspect — anohk tyou possibly have heard
already from Mr Bromberg, that the junket operateosild bring money in via
trade-based money laundering perhaps through a##shoney markets in Hong
Kong, and then get it into the casinos that wag. TBML, to use the acronym,
would be the key say. So that there would haueeteome sort of financial services
in Macau but the primary destination would be H&mng.

MS SHARP: Now, can | go back to the slides - - -

COMMISSIONER: Just before you do, if | can clgriDoctor. When you say the
TBML is the way in which they do it, that is getiithe money offshore into the
casino.

DR LANGDALE: Well, it's getting into Hong Kong &$hore markets. Once
you’ve got it into the offshore markets it's out@hina, and then you can bring it
back into the casinos.

COMMISSIONER: Thank you. And the trade-based pathe TBML, what's the
relevance of the TB part of that and getting it @u€China and into the money
market in Hong Kong?

DR LANGDALE: Because the huge flows of trade cogout — or going out of
and into China make it much easier to mis-involeettade transactions.

COMMISSIONER: So it's an erroneous or false dggion of the transaction.
DR LANGDALE: That's right.

COMMISSIONER: That's all that is?

DR LANGDALE: Yes.

COMMISSIONER: 1see. Thank you. Yes.

DR LANGDALE: Butthere are actually more diverseans. There are
publications on TBML that delve into a little bitibit's not my area of expertise.

COMMISSIONER: Thank you. Yes, Ms Sharp.

MS SHARP: Just going back to this slide presematif | can take you to the next
slide on this page, which is the third row on tbi-hand side. Here, you refer to
alliances between Chinese and global criminal geenys the impact of transnational
criminal activity in Australia. Now, what are ygetting at here?

DR LANGDALE: Essentially the — to back off a ldtbit from your question, |
don'’t like the term “triad”. | mean, | prefer Clase criminal groups or gangs
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because criminal groups have — are very adeptmirig flexible alliances with
different other groups, whether Latin American, @&an or any other group that is
suitable. So that they’re essentially entrepreiaéand very flexible and very fast
and very efficient. The best study on them istalaied but it's by Ning-Ning
Mahlmann from the FBI. It was done in 2015. hthl refer to it in one of my
presentations. But that outlines the key flexipjluse of the Chinese diaspora,
ability to react to technological changes, and tleegrobably the best — Nigerians
would be flexible, Nigerian criminal gangs would ftexible but nobody — | would
say the Chinese would be the most efficient that $een globally — in global
operations, and the ability to adapt to the diifieregions.

So that slide picks up the fact that they openatie Europe. They have got major
operations — | refer to a money laundering caseluivg the Bank of China in the
Prado region, the very region that’s having thenavirus at the moment — outbreak
— because it’s got a large Chinese community th&€here was another one, the
Industrial and Commercial Bank of China which islpably the world’s second
largest bank by capitalisation in Spain. And thatill ongoing, that criminal case.
And both involving Chinese criminal gangs, but solely. They were working — in
the case of the — the Italian case they worked thghcamorra getting counterfeit
goods in through Naples, and they work with oth&dn mafia gangs in other
regions of China.

And in the case of the ICBC in Spain, they workhwatl — all criminal gangs in
Europe were using them as a money laundering ceSwdhey were a hub for
European money laundering for illegal drugs, esakiyt

MS SHARP: Dr Langdale, can | show you anotheudoent now. If we can bring
up INQ.130.001.1417, which is exhibit A90. Now,atlyou will see before you is a
report by Dr Peter German, QC, from Canada, c&liety Money and dated March
2018. Are you familiar with this report?

DR LANGDALE: Yes. Yes, | am.

MS SHARP: Indeed, you liaised with Dr German wherprepared this report.

DR LANGDALE: Yes, that's right.

MS SHARP: | want to take you to a particular gsition in the report. It's at page
33 which is pinpoint 1452. And just to put thiscontext, this is a report that Dr
Peter German prepared for the Attorney-GeneralribisB Columbia, isn’t it?

DR LANGDALE: That's right.

MS SHARP: And by way of broad overview, it's abowney laundering in British
Columbia in Canada.

DR LANGDALE: In casinos.
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MS SHARP: In casinos in Canada.

DR LANGDALE: Part 2 of the report was broadeningut to horseracing,
property, luxury cars. There was a fourth elemleat,| can’t remember the other
one.

MS SHARP: Could we enlarge paragraph 97 on thgepplease. Dr Langdale,
what you will see here is a proposition that:

Chinese organised crime groups function like multi-national corporations,
using the transport and business networ ks of southern China, Hong Kong and
Macau to trade commodities such as methamphetamines, precursor chemicals,
counterfeit goods and illegal migrants for cash or commodities.

Is that a proposition with which you agree?

DR LANGDALE: Yes, I think the illegal migrantseunften done by specialist
outfits out of Fujian. So they want — as | men#drearlier, they want repeat
business. They have got a specialised netwonktefmediaries right through
Europe — well, Central Asia and Europe, gettingrthgrants there. Generally, other
criminal groups might work on illegal migrants buhink — my understanding is that
there is a specialised area of criminal activitycllspecialises in illegal migrants.

MS SHARP: | just want to pick up on one aspedhefproposition I've just put to
you which refers to the transport and business orsvof southern China. Now, are
you able to tell us quickly what the belt and beaicatiative is.

COMMISSIONER: Do you mean the Belt and Road?
MS SHARP: It's getting late. The Belt and Roadiative in China.

DR LANGDALE: It's something like a trillion dolis. I’'m not sure per annum, but
certainly it's a massive amount of money. | rdéeit as the BRI. It's essentially
transport, logistics networks, road, rail, seagpamt and communication networks
which China will give concessional loans to cowsgraround the world. So if you
sign up to the BRI program, you can — it facilimy@ur trade with China and,
unfortunately, it also loads you up with a lot @bdl. And a number of the BRI
projects are not very commercially sound, but thatiother story. But essentially,
particularly in Southeast Asia where I'm very isted in, Myanmar, Laos,
Cambodia, Vietnam and the Philippines as well relsigned up for BRI projects.

MS SHARP: What implications, if any, has the BRRH for Chinese transnational
crime?

DR LANGDALE: There was a good part and a bad.pa&te good part is that the
trade has increased for Myanmar and for Laos an@&mbodia so that there are
more tourists going into Cambodia than ever beférareign investment has
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expanded into Cambodia. So that’'s the good pdre trade and tourism flows have
expanded. The bad part is that it's also lockedntinto — well, high levels of debt,
as | mentioned, but it has also locked them intm€&3e criminals that are following
a number of the trade transactions. So that tbosetries have relatively weak
governance structures and they haven’t been entidrycBRI projects that have
facilitated more trade and flows back into — badcthwZhina.

MS SHARP: Moving to a slightly different topic woit’'s correct, isn't it, that the
Chinese government tightly controls the movemermuofency beyond the borders
of mainland China.

DR LANGDALE: That's right. And it's become evéighter in the last few years.
China is very worried about speculation on its td@ccount and — because it was
haemorrhaging over a number of years, and theatapitflows got to be to the
extent that they were running down China’s hugeifpr investment — sorry, foreign
currency reserves. So Xi Jinping has really crdak@vn on the leakage of Chinese
capital flight out of the country. And particukatightened on — down on
underground banks. There have been a number ofipeot arrests of people
involved with underground banks. But generallyg jtist made it tighter to get
money out of China. And — for the very good reattat they want to keep control
of their currency, and they don’t want Chinesegecsilate on the currency, and they
don’t want foreigners to speculate on the currency.

MS SHARP: Do the tightening of these restrictibase any implications for
organised crime?

DR LANGDALE: Yes. If I can justturn to capitflight, capital flight is a huge
topic in China, and it's a major area of worry foe Chinese government. At one
level it's perfectly legal. It could be just cuney speculation. So if | want to
speculate against the Aussie dollar, | can spexalgainst it. | might come unstick
but anyway | can have a go. China is very worabdut Chinese investors
speculating and betting on the Chinese RMB, renmitits going to depreciate in
the future. So the Chinese are great gamblemsedsave seen, and they don’t want
to allow that to occur. The other point is perfietegal in Australia, | might want to
diversify my investment portfolio and get my moredishore into offshore
investments. So the Chinese want to do the saimg. tf'hey’ve got a lot of money.
China is one of the most rapidly growing wealthighbnet worth individuals in the
world. It's going to get bigger in the future. @ealth in China is larger. Those
people want to make a return on their money angl\waat to be able to get it into
offshore markets rather than be constrained to&3ainvestments. But at the other
end you have got quite illegal and corrupt actitéking place. Corrupt Chinese
government officials want to get their money offhbecause they see the net
closing in on them or it could be a drug traffickeanting to get the money offshore
and needs to get that capital flight out of ChiBaut really, capital flight is an
omnibus term that encompasses quite legal in Alietreerms but illegal in Chinese
currency terms through to straight out totallyghé activity, true money laundering.
So you've got everything in between on those -hat spectrum, if you like.
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MS SHARP: Now, it is the tightening of currenayntrols, what gives the opening
to organised crime to flourish in terms of gettougrency out of China?

DR LANGDALE: It would have been there before battainly the tightening,

what happens is that the underground banks seltaip, it's just that their
commissions are higher. So as the restrictioms tie commissions that they charge
are higher and higher. There was a celebrated tdsek it was last year, where a
senior official in the Guangdong Communist Partieiefd undergrounds banks, any
underground bank, 50 per cent of his millions anidlans of dollars, | can’t
remember, 50 million or something like that, hdlftdo get the money offshore.

And not one would touch him because of the feartthia would bring down the

wrath of the Communist Party. So at that stagege percentage of — sum of money
and that person couldn’t get the money offshore.

MS SHARP: Can | come to underground banking diyeww. You have
mentioned it a few times. What is it?

DR LANGDALE: It's essentially historical and imse ways it's similar to the, |
don’t know if it's come up, the Hawala.

MS SHARP: | was going to have you explain Hawalas

DR LANGDALE: Hawalas originated in two regionstbe world historically, one
in south Asia, India, Pakistan and the other irt Aa&, China. In China it’s often
referred to as flying money. It's perfectly legald it's used to transfer money
outside the formal banking system. It's particiylamportant in developing
countries where let’s say you're dealing with a kesrin the Middle East who comes
from the Philippines and wants to transfer monegkla a rural village in the
Philippines and only has a small amount of moneyrémsfer. Hawalas does it
cheaply reliably and it will get the money backhis village, Western Union will
charge four times or more than four times the aae won’t go back to the village.
So the western financial institutions are not getar the sorts of transactions that
Hawalas dealers do globally. And it operates rthhwugh the developing world.

One of the UN agencies, UNIDO, I think, has domaimber of studies of Hawala
and the role in developing countries and it's aanajwhen Somalia was cut off
from Hawala because of the terrorism insurgenoyas very bad for the Somali
diaspora throughout the world because they coulggt'imoney back to their
relatives back in Somalia. So it's a very impottaay of surviving in developing
countries. Unfortunately it's used by terrorisfs. Qaeda used it in the September
11" bombing. And it's also been used extensively lmnay launderers in the
Afghan. There’s a report done by one of the UNnages on the Hawala dealers of
Kabul, and basically that would be the heroin tckihg.

MS SHARP: Dr Langdale, can | just concentrateasfonoment on the mechanisms
that Hawala or other underground banks use to muawgey between countries. Is it
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right that there’s actually no physical movementha money across countries?
How does it work?

DR LANGDALE: They net out the money just likeygical bank or financial
institution. They net the transactions from Hadésler to Hawala dealer. So for
every transaction there’s not necessarily a flamrfisay the United Arab Emirates to
Philippines. They will do a netting out and setilup of the transactions at the end
of the month and there could be a variety of wayshich that is settled up. But it's
based on trust and it seems to work very effegtivéery few cases of dispute
amongst the Hawala dealers, and it greases thdswigaternational — the
developing world, the poorer developing world | htigay.

MS SHARP: Just let me contrast Hawala, say o hgd deposit some money with
Western Union, an international currency transmittéow, will Western Union go
and actually physically do a transfer of my monewpm overseas country whereas
Hawala will net off without any - - -

DR LANGDALE: | think normal the banks will do atting out anyway. Normally
the foreign exchange market they will net out tla@saction so that the banks settle
up on a daily basis in Sydney and elsewhere, aoa'’t think they net out, you
know, the flows out and flows in. So there’s naettling up, unless it's a very large
transaction.

COMMISSIONER: So these are informal arrangemsrade with the Hawala
dealer who are unregistered, unregulated; isritiat?

DR LANGDALE: In many countries they are unregisttand unregulated. In
Australia they are regulated by AUSTRAC and | thimknost western countries
they are regulated. They are supposed to be tteglula China but | suspect quite a
few of them aren’t and fly under the radar of tHen@ése government.
COMMISSIONER: So they can be individuals or caogies?

DR LANGDALE: Sorry?

COMMISSIONER: They can be individuals or corpegat

DR LANGDALE: |don’t think they’re corporates.

COMMISSIONER: All right. So they’re individuatanly.

DR LANGDALE: And they might have family membersather countries. So that
they, the web of it's a diaspora working withine-y®ou will go to a Chinese Hawala
dealer or an underground bank. If you are a Pakisyou might go to a Pakistani,

so the trust is higher within the ethnic group.

COMMISSIONER: And you equate the word Hawala witlderground bank.
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DR LANGDALE: Yes, I think there are some diffeo&s but | think there’s a
difference between the south Asian and east Atfli@f]ying money, Chinese
money. | think within the Chinese version | do aguthat but | suspect I'm wrong
in the sense that there probably are some vargabahl’'m not quite - - -

COMMISSIONER: But if they are regulated in Ausitaand have obligations to
AUSTRAC, then they’re not really underground, | page.

DR LANGDALE: That's true but | think AUSTRAC hatfficulty, | haven't talked

to them about that, | suspect they would havedlifty in tracking all of the Hawala
dealers.

COMMISSIONER: Of course, yes. Thank you, doctges, Ms Sharp.

MS SHARP: Could | show you a document, pleasd,dnhgdale. If we can call up
INQ.130.003.1041. Commissioner, this is exhibit C3

COMMISSIONER: Thank you.

MS SHARP: You will see this is a publication,nds and issues by the Australian
institute the criminology called underground baigkirs this a document that you
provided to this inquiry?

DR LANGDALE: No, that's something that you've fea- | know of it.

MS SHARP: We found it all by ourselves.

DR LANGDALE: Yes.

MS SHARP: You are familiar with this document?

DR LANGDALE: | have looked at it in the past, Z00m not sure.
COMMISSIONER: A little old.

DR LANGDALE: I'm not sure | can remember it.

MS SHARP: Yes. Despite the age, could | take tgopinpoint 1042, which is the
second page of the document and if | could highligjure 1 and enlarge that, the
Hawala process. What | would ask you to do, Drddate is just have a look at this
diagram and tell us whether, despite the age sfdbcument it still accurately
describes how money is transferred using a Hawaleegs.

DR LANGDALE: Yes, that's correct. There’s anatlome that | might just refer
you to, is even older than this, this is 1994 by Emugs Enforcement Agency of the

United States, which is solely on Chinese undenmgdaanking in the south-east
Asian region. And it's actually quite good becatlsgy have physical examples,
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photographs of the actual dockets that the Haweddeds have used in illegal drug
transactions. And facilitating out of the goldeiangle, at that stage it was the
golden triangle, heroin in Thailand. So the USDteport is still a land mark one for
underground banking.

MS SHARP: Does underground banking, the Hawadagss being one example of
it, provide opportunities for laundering money?

DR LANGDALE: Definitely. This DEA report of 1994/ould be that — it

definitely changes in the — since the 1994 in tlg w which the underground
banking system works. But effectively it's stilt nteresting historical document, if
you like and interesting in the sense that it #etsdimensions of the current
underground banking network in China and how igediin illegal drug transactions.

MS SHARP: And sorry, that's a 1994 report.

DR LANGDALE: 1994, | can send you — US Drugs —A)bBrugs Enforcement
Administration, it's on the net. You can downlaad

MS SHARP: If you could provide us with a copytlbét document, | would be
grateful. This discussion brings is to the Vane@uwodel. That is a term that you
point, isn't it.

DR LANGDALE: That's correct.
MS SHARP: What is the Vancouver model.

DR LANGDALE: Essentially the use by the Chineselerground bankers and —to
facilitate transactions across the Pacific usingdgaiver as a hub. So one avenue is
that illegal drugs precursor chemicals come frootlsern China. They don't

confine themselves to Chinese criminal gangs. Tneyide that service to Latin
American cocaine gangs. So Vancouver was basittalgale point for some of the
cocaine coming up from Latin America and for theqursor and fentanyl — synthetic
opioids coming in from China. They’re not so bigmethamphetamines, the
synthetic opioids are much bigger in North Amerioath the US and Canada. So
the illegal drugs were then being laundered ineo\tncouver casinos.

MS SHARP: The drugs or the money from - - -

DR LANGDALE: Sorry, the money. And as you prolyalware, the bags of cash
were being carted up to casino cages. And thewd®bie, the Attorney-General
sort of showed a video from last EMP, | think itsyaf people just walking up an
Aldi bag full to the brim of Canadian large currgmmtes and getting — cashing in
and then walking away without actually undertakiaghing out, without doing
many casino transactions. So it was — that wasnkeepart. So illegal drugs coming
in from wherever and being laundered into the aasiPart one of Peter German’s
report was basically the casino.
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The other aspect to the Vancouver model was thgat#mht that | mentioned from
wealthy Chinese wanting to get their money offshofbey either wanted to gamble
and/or wanted to invest in Canadian property, leigth Canadian property. That has
been a very controversial issue in British Colurdnd still is because | think the BC
government has imposed a 15 per cent foreignasrichousing in BC to discourage
foreigners from investing because many of the h@asen’t actually being occupied.
So that — and Peter then pointed out that in fectunhderground bank would often
net out so it was getting a commission on the dlegyugs coming into Vancouver
and it was getting a commission on the wealthy €$gnwanting to get into — either
become Canadian residents or invest in housingaoting to be a high roller
gambler in the Canadian casinos.

MS SHARP: Dr Langdale, when you are referringhi® “it” getting commissions,
are you referring to junkets?

DR LANGDALE: Yes, no, no, the underground banks.
MS SHARP: The underground banks.
DR LANGDALE: Yes, yes.

MS SHARP: Now, you discussed the Vancouver muadlél Dr Peter German in
the course of him preparing his report on Dirty Mpn

DR LANGDALE: Yes.

MS SHARP: Can | just slow you an extract fromtigiport. If we can call up
INQ.130.001.1417. Again this is exhibit A90. Intdo go to page 38 of this report,
which is pinpoint 1457. You will see there’s a tieg The Vancouver Model.

DR LANGDALE: Yes.

MS SHARP: And you will see right at the top thefgaragraph 125, it is attributed
to you; perhaps we could highlight that. And wRater German has said,
explaining your concept, is that:

In simple terms, it describes how organised crime adopted an old business
strategy by clipping the ticket both ways, meaning that it would double its share
of the profits by providing services at both ends of the same transaction.

Now, do you agree with that summary?

DR LANGDALE: Yes, yes, it's —that's right. Esgally, the — and Peter points
out later on that they’re often netting out theanaction. So they’re gaining the
commission but they’re actually not transferring thoney. So from the point of
view of the illegal drug trafficker, he or she et the money into Canadian — clean
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Canadian dollars and from the point of view of tingh roller or the property
investor, they’ve got their access to the money.

MS SHARP: | just want to break this down a bitrieke sure | understand. On the
one hand, in mainland China you have a VIP patrba wishes to take a lot of
money out of China with which to gamble; correct?

DR LANGDALE: Yes.

MS SHARP: But there is a problem being the cuwyemstrictions in China;
correct?

DR LANGDALE: Yes.
MS SHARP: And it would be beneficial to that \Md&tron if money were made
available to him or her in the casino in Vancouv@n the other side, you have a

drug trafficker who has sold a lot of drugs in Vaaeer and has a whole lot of dirty
money, right. Now that dirty money can be cleanpidf it's put through the casino.

DR LANGDALE: That's right.

MS SHARP: And a way it can be put through thernmass if it's made available to
this Chinese VIP player - - -

DR LANGDALE: That's right.
MS SHARP: - - - to gamble with in China.
DR LANGDALE: That's right.

MS SHARP: So you're clipping the ticket at botide because you're, as the
underground banker, providing a money moving servic-

DR LANGDALE: Yes.
MS SHARP: - - - to the VIP gambler; correct?
DR LANGDALE: Yes, yes.

MS SHARP: And on the other hand, you are laumgdgttie process of a drug
transaction in Vancouver.

DR LANGDALE: Just to fill it out, the Chinese igoller transfers yuan to the
underground banker’s account in China. So that th&hat equivalent in Canadian
dollars in this case is made available to the pemnsd/ancouver when they arrive.
So the Chinese high roller actually just puts tharyin the underground banker’s
account in China. So that money stays there. tAadinderground banker makes
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available to the person in Vancouver the amouritthhe equivalent in Canadian
dollars.

COMMISSIONER: Are you saying that the equivalenfrom the drug trafficker?
DR LANGDALE: Yes.

COMMISSIONER: 1see. So are you suggesting ttiatunderground banker is
acquiescing in that or has no knowledge of it, batis the situation?

DR LANGDALE: Definitely acquiescing.
COMMISSIONER: |see. Allright.

MS SHARP: And it may well be that the VIP playgmm China has no idea where
the money has come from that's made availablertodriher in Canada.

DR LANGDALE: They just want the money, and thegirnwto gamble or they want
to invest in — Vancouver is — capital flight in @hiis very geographically focused on
particular countries and cities. Vancouver wouwdchigh on the agenda. Toronto is
high. San Francisco, London, Singapore, Sydneay kyow, those sort of cities.
They want safe governments; governments that@rgaing to expropriate.

COMMISSIONER: Yes. Thank you.

DR LANGDALE: Yes. And they see property as aesalvestment for them, given
the uncertainties in China.

COMMISSIONER: Yes, | understand.

MS SHARP: Now, | want to take you back to youdelpresentation to the New
South Wales Police Force. If we can go back t0.50Q.001.1030 and if we could
now — that’s exhibit A188. If we can now go to pamnt 1035 and if we can
highlight the middle box on the left-hand colummieh is case study 4, the
Vancouver model. And what you're doing in thiglsli Dr Langdale, is summarising
the Vancouver model as you've just described itgp right?

DR LANGDALE: Yes. It's probably —in my submissi | say that given that the
BC government has tightened regulations on theoasince this furore — political
furore, it’s likely that the Vancouver model in d@gginal formulation is redundant.

COMMISSIONER: | see.

DR LANGDALE: So | have no belief that as it was fiorward in 2017 it's valid
today. And in fact | speculate in my submissioat tihe Oregon case study last year
that the Department of Justice put against — treetEhinese involved have fled to
China. So they won't be prosecuted.
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COMMISSIONER: No.

DR LANGDALE: That was a variation of the Vancouveodel. The difference

was that casinos weren't used. They used illegajgisales in the United States. So
that part, the illegal drugs side, that gave thezache of money, US dollars. They
then used that — transferred that US dollars iftmé€se or Hong Kong bank
accounts and then purchased counterfeit goodsima@Vith that money, and then
sent the counterfeit goods off to, in this casejas Mexico. So they were Latin
American cocaine proceeds from Latin American aoegangs. The money then —
the problem for the Latin American cocaine gang thay had a surfeit of US

dollars that they couldn’t get into Mexico becatise Mexican banks have AML
restrictions.

MS SHARP: That's anti-money laundering.

DR LANGDALE: Yes. So that that they had to det money offshore to China,
buy the counterfeit goods, export them to Mexi&ll, the counterfeit goods and
realise that in pesos. And that’s been replicategfiolombia as well, the same
routine, and possibly in Peru as well. So thatirLa it's a variation on the Black
Market Peso Exchange, the BMPE. So the BMPE has &gapted by the Asian
criminal gangs, so it's covering illegal drugs's itovering capital flight. It's
covering counterfeit goods; all of the three atbas are growth areas for Chinese
criminal gangs.

COMMISSIONER: So the process of using a casimopared to the innovative
ways of the criminals seems rather crude.

DR LANGDALE: 1think so. Ithink the casinos haa limited shelf life in that
sense because the — the Latin American cocainesghhgven’t been able to get
hold of the actual sums of money but they’re hu@gée know that the Latin

American cocaine gangs, the BMPE, Black Market Fesmhange, is a massive
financial transfer which has been going on for mgears, laundering money from
cocaine sales. And we know it's very large. Tasigos could never handle the
volume of transactions that were going through. tt&d you have to have other more
innovative ways, and counterfeit goods is a gooy @fanoving the counterfeit
goods, and the Chinese are very good at countgdes.

COMMISSIONER: 1 suppose when | said rather crugdenparatively, of course, |
haven't interposed or overlaid the new cryptocuryenworld over that which is a
different thing altogether.

DR LANGDALE: The difficulty with cryptocurrencies the volume is still very
low, so that they are being used by — in seleatigdlimal gangs. But one of my
contacts in the AFP indicates that Australian aniatg are not using
cryptocurrencies. They’re much more traditionlsllaybe in five years time they will
be more used. So I'm not saying that they’re rsgtdu They are - - -
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COMMISSIONER: Yes.
DR LANGDALE: - - - but not to the extent that yaught expect.
COMMISSIONER: Yes, thank you, Doctor.

MS SHARP: Just returning to your slide preseatatigain, if we can now go to
pinpoint 1036. And | just want to go to the veiyal slide marked Conclusions:

Possible scenario: Sydney as a regional hub for Chinese transnational crime
(the Vancouver model)

And can you just explain what you were seekindltstrate here?

DR LANGDALE: The Vancouver model, and readingd?sttwo reports — Peter
German’s two reports indicates how complex thedaforcement situation and
regulatory situation is in BC, and fortunately wand have that complexity that the
British Columbian government has or Canadian gawvemnt. But there are elements
of similarity. Certainly on the capital flight ®dwe would be equivalent in a sense
to Vancouver in the sense of being a desirable’revm®t top of the pops as far as
the Chinese are concerned but we would be up itofhéve as far as a destination
for capital flight.

As far as illegal drugs, we know that Australiaertainly in methamphetamines, the
wastewater analyses that have been done by lawcenient agencies in Australia
indicate that Australian usage of methamphetamseery high. We are a
significant illegal drug consumer from Asia, whatltéoe heroin or particularly
methamphetamines, and we know from the Commonw@aitik fiasco that our
banks have been used for — the ATMs in Commonw@&stiks, the case for
laundering drug money. Drug mules were headingatmus ATMs. They’re not
doing it now, presumably, but they were for a while

MS SHARP: And are you suggesting in this slida fbst as the casinos in British
Columbia were being used to launder money so ga/éoeffect to the Vancouver
model, so it is that they may be being used in 8yda give effect to the Vancouver
model and launder money.

DR LANGDALE: It was more of a scenario. | woultlset myself up as an expert
on money laundering into the Sydney casinos. §hadt an area that I've really
looked at so I'm sure there will be people comiefpbe you that know a lot more
than I do. I'm really setting up a scenario thathave similarities in terms of capital
flight, illegal drugs that is similar to the Vanaar situation but whether or not
they’re actually doing that in terms of laundermgney into the Sydney property
market. There’s a lot of speculation about therfeydoroperty market but a lot of
heat and not much good research. The Reserveddkstudy a few years ago of
the property market and it seemed to indicatettiadtit wasn't as big was what the
historical press were indicating.
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MS SHARP: Just while we are speaking about Bri@®lumbia, is it right that a
royal commission has started there into money lating?

DR LANGDALE: Yes, the Cullen Royal Commissiorivd had some discussions
with them, preliminary discussions. And they’réthink they’ve started, they have
certainly started the hearings but this week, tteeyito more meaty areas, and so |
think they’re quite busy just at the moment.

MS SHARP: Do you happen to know whether they ballooking at casinos?

DR LANGDALE: [|don’t know. Ithink they are, butl think it's a fairly
comprehensive examination. They certainly wereradted in talking to me about
the Vancouver model and — but | just don’t — | —ve&e had just one hook up
telephone hook-up but they said they will get bckne, but exactly when, | don’t
know.

MS SHARP: Just one last topic | would like to kxp with you is casinos in
Cyprus.

DR LANGDALE: Yes.

MS SHARP: You have indicated that your area giegtise is not casinos but you
do know about money laundering.

DR LANGDALE: Yes.

MS SHARP: s it right that there’s recently beereport on money laundering in
Cyprus?

DR LANGDALE: Well, the European Commission hasoatfit called Moneyval
and they look at concerns in the European Uniom maney laundering issues. |
might say, as a way of background, the Europeaws het covered themselves in
glory in money laundering. The Pole Russian crahgangs money laundering
through Dankse Bank ..... and a number of othen@pavian banks have — were,
you know, shocking and probably could bring a nundfehose — and | might say
Deutsche Bank as well has been implicated. Soi&ussminal gangs have been
using European banks quite extensively, particylaokrthern European banks. They
are also using Cyprus.

Cyprus has a rather undistinguished history of mdaendering. In five years ago
or so, the US put FBME, Cyprus, it's actually heaatered in Tanzania, would you
believe. But it was actually a bank that was myaifahctioning out of Lebanon.

And Americans put it out of business — you know,itoff from US currency under
section 311 of the Patriot Act for laundering mof@yHezbollah. FBME deny this
but basically they haven’t got back into busineBst primarily Cyprus is
functioning as a round tripping place for Russiassvell as money laundering for
Russian criminal gangs. So Cyprus has very sttomgsm linkages. When Cyprus
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got into trouble a few years ago, the Russiangtadiiem out when the Europeans
wouldn’t bail them out. They were bankrupt essdiytiand the Russian Central
Bank bailed them out.

MS SHARP: Just to stop you there for a moment,right that a casino has
comparatively recently been legalised in Cyprus?

DR LANGDALE: That's right, | gather Melco is imé process, | think it started a
small casino and is in the process of expandingniegrated Resort diversified. It's
possibly pitched at the — well, | would imagines fRRussians in particular, Russian

gamblers, | know Melco was operating in Vladivostoka while.

MS SHARP: Going back to that report by the couotEurope on money
laundering in Cyprus, have you read that report?

DR LANGDALE: What | read was a summary of the Mgwual’s
recommendations. And Moneyval was concerned thptuis government hadn’t
really come to grips with the money laundering éssassociated with a major
casino. So it wasn’t so much, from what | coulthga, a full report as much as a
preliminary report that was looking at the potdntiae need for Cyprus government
to lift its game, essentially, if it was going tetgnto this - - -

COMMISSIONER: Casino.
DR LANGDALE: This major casino.

MS SHARP: Could I just take you to that reportdomoment. If | can bring up
INQ.130.003.0302. Now, this December 2019 repsttis the one you were
referring to.

DR LANGDALE: Yes. Yes.

MS SHARP: Can | just take you to page 17 of teabrt. I'm very sorry, | don’t
have the pinpoint number. Next page. You will geethird dot point from the
bottom, if we can highlight that. It starts “Casin Knew now, | I'm just wondering
is this one of the things you became aware ofdhanhg the onsite visit it became
clear to the assessment team that the AML/CFT camge by the casino had
weaknesses.

DR LANGDALE: That's right.

MS SHARP: And that was something that was expiess be a concerned by the
investigative group?

DR LANGDALE: Yes. Yes but they haven't done asds | understand it
comprehensive study of the potential risks of aasii money laundering in the
casino area. Cyprus has, as | mentioned with FBIWE, have got links to
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Hezbollah, they are in a pretty rough part of tleeldrand with a high level of illicit
finance, not just Russia. So it's not for the fdiearted, really . So they would need
a comprehensive — a similar situation has arisévialta, and they have been — the
Maltese government has fallen recently over corompimoney laundering and very
poor supervision on the part of the EU authoritidad the same thing would apply
with Cyprus. The EU has not covered itself in glor the whole money laundering
area.

COMMISSIONER: A lot of the institutions about whiyou are giving evidence
are very respected institutions. Some of the bankisothers that you have referred
to. It does seem that a combination of, on theramal, regulation by the state or
federal governments of the various places combividdthe corporate governance
of those institutions is the way to handle as opdds outlaw or to catch them,
money launders. Is that right?

DR LANGDALE: Well, in the case of the Estoniamhka, the Scandinavian banks
in general, it seems that Estonia was handling imassnounts of money from
Russia.

COMMISSIONER: That's the one that collapsed rélgen

DR LANGDALE: Yes, but the European regulators evezally not aware of the
massive amount of Russian criminal money that wasireg through. The Russian
laundromat as it was referred to, something betv2@eand 60 billion dollars of US
— sorry, Russian currency was floating through &sto| think it was Estonia and
Latvia and then ended up in London and some agtaatied up in Hong Kong.

COMMISSIONER: But if you come down to the micrsawo of casino in a state,
with a Federal Government, and you have structuigsn the state and federal
jurisdictions that are in place to handle moneytring and to, on one view of it,
outlaw it, what I'm putting to you is, from your sérvations of transnational crimes
and the intricacies of getting money from one coutd another, if you just look at
the casino in the federal and states sphere, whaidtting to you is the combination
of the regulation by the state and federal govenismeombined with corporate
governance of the company that runs the casingistéy good start, isn't it?

DR LANGDALE: Yes, but the counter is that thefidufilty with an outfit like
AUSTRAC are huge.

COMMISSIONER: Tell me about that?
DR LANGDALE: Well, they're getting massive amoardf — all the banks submit
their financial information through AUSTRAC. Thagaven't revealed exactly what

sort of pattern matching.

COMMISSIONER: 1don’t think they’re allowed to.
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DR LANGDALE: That's right. But there are softvegpackages and pattern
matching would be substantial. So | think techitydiey’re excellent. Where |
have — where | think they struggle and | am symgtathis that in understanding the,
whether it be a southern China or — | keep comamktio China because that’s the
key player.

COMMISSIONER: Yes.

DR LANGDALE: Understanding the trends that addng place is very, very hard
for them, and to some extent if you have full coatien from the Chinese
government it would make it easier.

COMMISSIONER: Yes, | understand.
DR LANGDALE: But China, these are sensitive isstm China.
COMMISSIONER: Of course.

DR LANGDALE: And ideally we have more corporatiand in fact the AFP does
have cooperation with the Chinese Ministry of Steurity, and that’s one of the
reasons why we have been — AFP has been succesggiting some of the large
methamphetamine drug laws because of the coopenatib the Chinese law
enforcement - - -

COMMISSIONER: If I could just ask you to focus that rather smaller target and
what | see from what you have said is that theuesiog problem in a federal sphere
may be a situation that needs to be addressedsdBar as — so far as money
laundering in a casino is concerned, it is the doatiobn of regulatory supervision or
regulatory imposition of penalties or whatever ight be, from the state or Federal
Government, whichever is the relevant enforcer,thed the corporate governance
of the casino operator.

DR LANGDALE: Yes.

COMMISSIONER: Combining with those agencies tinaght just be the way
ahead.

DR LANGDALE: Yes.

COMMISSIONER: Yes?

DR LANGDALE: Yes.

COMMISSIONER: And so if you don’t have the capgdor there to be some

information sharing and some capacity for the aasanget across it by whatever
structure it has, it is then that the criminalg gét in to launder the money.

.NSW CASINO INQUIRY 26.2.20 pP-271 J. LANGDALE XN
MS SHARP



10

15

20

25

30

35

40

45

DR LANGDALE: Butifl-- -
COMMISSIONER: Please.

DR LANGDALE: Move aside from the casinos to use Commonwealth Bank or
Westpac, Commonwealth Bank — in both cases, thgocate — the breakdown of
communication within the corporate — within thepmation itself and the
communication of that information to AUSTRAC seentedbe disastrous.

COMMISSIONER: That seems to have been a problenoie would have to look
at it in more detail.

DR LANGDALE: Yes, and I think what they’re doinggather, now is working on
that ability to get those suspicious transactiqgrores reported in a timely manner

COMMISSIONER: Yes.

DR LANGDALE: ---to AUSTRAC and | would assunisat the casinos would be
in the same situation.

COMMISSIONER: Yes.

DR LANGDALE: That it would be behoven to get teaguspicious transaction
reports in a timely manner to the — to AUSTRAC®ahy law enforcement agency

is - - -
COMMISSIONER: Yes. Thank you for that clarifimm. Yes, Ms Sharp.

MS SHARP: |don’t have any further questions.

COMMISSIONER: Mr Young?

MR YOUNG: No, Commissioner. No thank you.

MR O’BRIEN: No thank you.

MS HILLMAN: No questions.

COMMISSIONER: Dr Langdale, thank you very muchrwaking yourself
available and the assistance you have provideaetinguire both by reason of —
through your written submissions and your oral exk today. You may step

down.

DR LANGDALE: Thank you.
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<THE WITNESS WITHDREW [3.27 pm]

COMMISSIONER: Ms Sharp.

MS SHARP: Commissioner, there are no more wieessday. | have one witness
tomorrow. | expect he will take the good partlog tlay. His name is Mr Aub
Chapman.

COMMISSIONER: And what area is Mr Chapman going -

MS SHARP: He will telling us about money laundgrand anti-money laundering
and counterterrorism financing compliance.

COMMISSIONER: In casinos?
MS SHARP: Yes.

COMMISSIONER: Perhaps this is a convenient tiorenfie to make a couple of
observations. So this week the inquiry has hadémefit of evidence thus far and
no doubt from Mr Chapman tomorrow with witnessethweixpertise in the various
areas relevant to the wider investigation, theextlpf the terms of reference. They
have given their evidence as what might reasonadlgescribed generally for the
purposes of these observations as disinterestegésgs. They're here assisting us
with their expertise in the areas of money laundgand junkets and various other
aspects of life in a casino.

The next aspect of this segment of hearings afteaotrow, as | am assisted by those
assisting me will involve evidence pertinent to tegulation and operation of
casinos in this jurisdiction, New South Wales araterbroadly in other states of
Australia, and will include witnesses from the riegory perspective and from the
companies and casino operators, the subject df¢has of Reference, who may
reasonably be described generally once again éoptinposes of these observations
as interested witnesses. They being withesseshav® engaged or are presently
engaged in either the operational side of casindlseoregulatory aspects of casinos
in this jurisdiction.

These witnesses include operational or compliaffteecs from Crown Resorts,

from Melco Resorts and Entertainment and from Tiae & Echo Entertainment.
The assistance from those officers and other régylavitnesses that they have
already provided to the inquiry is very much ap@tsd. At this juncture then itis
appropriate to make mention of a New South Walgse&ne Court judgment
delivered on 11 February in which the court helat §ection 17 (1) of the Royal
Commissions Act 1923 did not apply to the inquifyjhe Attorney-General of New
South Wales contends otherwise and contends tagirdvision does apply to the
inquiry and as a matter of fact has brought an alpggainst the judgment which is to
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be heard so very promptly by the New South WalesrGaf Appeal next Tuesday
week, 9 March.

Matters relevant to the next group of witnessesefioee include not only the
question of whether the section that the court dodid not apply, whether it applies
to the inquiry and that relates to taking the peiye opposition to the production of
documents or the answering of questions, but d mdkates to the extent of the
protections provided to witnesses in giving theidence. That is a significant
matter for the witnesses to follow in this inquiry.

For instance, the applicability of section 17(2}leé Royal Commissions Act to the
inquiry. In the circumstances, and with due respethe appellate process and the
need for clarity in respect of those witnessesthadurther processes of the inquiry
and the further hearings after tomorrow, thoseihgamwill be adjourned for a short
time. It is appropriate not to anticipate anythargl only to fix a nominal date after
the appeal is herd on th& @ith respect to the Court of Appeal and that wéldone
and the witnesses will be notified in due courkdgarobably will be a nominal date
somewhere around 16 March but counsel assistiguanise the relevant witnesses
and parties who are authorised to appear. Andreorrow we will finalise this part
of your first round of hearings, Ms Sharp and Mp#sll with Mr Chapman and
then there will be an adjournment for a period.

MS SHARP: Yes, Commissioner.
COMMISSIONER: Thank you, Ms Sharp and thank yowill adjourn until

tomorrow.

MATTER ADJOURNED at 3.32 pm UNTIL
THURSDAY, 27 FEBRUARY 2020
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