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MR A. BELL SC appears with MS N. SHARP SC and MR SASPINALL as
counsel assisting the Inquiry

MR N. YOUNG QC appears with MS R. ORR SC, MR P. HERZFELD and MS
C. HAMILTON-JEWELL of counsel for Crown Resorts Lim ited and Crown
Sydney Gaming Pty Ltd

MS R. HIGGINS SC appears with MR T. O'BRIEN of counsel for CPH Crown
Holdings Pty Ltd

MR S. FINCH SC appears with MR J. STOLJAR SC and MSZ. HILLMAN of
counsel appears for Melco Resorts & Entertainment lmited

COMMISSIONER: Yes, sorry about the delay. | thinhas been rectified. Yes,
Ms Sharp.

MS SHARP: This public hearing will concern asgeauf the casino and in particular
will focus on junkets, money laundering and curmegfulatory settings. This is for
the following reasons: part B of the terms of refiee of this inquiry require you to
inquire into the veracity of media allegations whiamongst other things, allege that
Crown Resorts or its subsidiaries engaged in méagydering and junk operators
with links to drug traffickers, money laundererantan traffickers and organised
crime groups. In light of that, you are requirectcbnsider the suitability of Crown
Resorts and its subsidiary which holds the restliciaming licence to continue
holding that licence.

Part C of the Terms of Reference requires you tsider the environment in which
casinos operate and to make recommendations f@éoet best practice regulatory
settings which are appropriately adapted to thisrenment and the risks associated
with it. This public hearing will provide the nesary context in which those issues
arising in parts B and C will be explored. In lfdarms, during this set of hearings
you will hear evidence in relation to the naturdhef operation of casinos in New
South Wales and elsewhere in Australia, the conaigpinkets including their
provenance and their introduction into Australiasinos, the reasons for the use of
junkets in the casino business model, both natipaald internationally, junket
operations in practice in Crown Resorts Limited #mStar in Sydney, the
vulnerability of junkets to the infiltration of oagised crime, the vulnerabilities of
casinos to money laundering, both generally armbimection with the use of
junkets and the consequential impact on the oerati casinos.

This public hearing will also explore the relevaegulatory settings in relation to
junkets and money laundering and will include emiein relation to, firstly, the
relevant statutory and regulatory regimes undeckhasinos operate in New South
Wales and elsewhere in Australia; secondly, thieoua statutory agencies with
responsibility for the regulation of casinos armldly, regulation in some other
jurisdictions. Commissioner, that's all | propdeesay by way of opening. What |
will do now is tender the first set of documentstfas hearing. Last week,
Commissioner, a list of the non-confidential docatsevas served on each of the
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interested parties. | understand, Commissionerhave a copy of that list before
you.

COMMISSIONER: 1do, yes. Thank you.

MS SHARP: Commissioner, there are 265 numberedrdents in that list. What |
will do is tender all of the documents on that list

COMMISSIONER: Yes, thank you, Ms Sharp. Doesam@ywish to say anything
about the marking of that group of documents?

MR FINCH: No.
COMMISSIONER: Thank you, Mr Young, Mr Finch andsMliggins. Yes, those
documents will be marked exhibit Al to 265.

EXHIBIT #A1 TO 265 NON-CONFIDENTIAL DOCUMENTS

MS SHARP: Thank you, Commissioner. Your Hondumow move to call the first
witness in this hearing, which is Mr Paul Brombekg will be appearing by way of
video link from Bangkok.

COMMISSIONER: Yes, thank you. Good morning, MoBiberg.

MR P. BROMBERG: Yes, good morning.

COMMISSIONER: Thank you very much for making yself available at such an
early time in Bangkok.

MR BROMBERG: You're welcome.

COMMISSIONER: Mr Bromberg, | understand that yeould wish to make an
affirmation to give evidence to the inquiry; istitorrect?

MR BROMBERG: That is correct.
COMMISSIONER: Yes, | will administer that now,)ibu are ready.

MR BROMBERG: | am.

<PAUL DAVID BROMBERG, AFFIRMED [10.11 am]

<EXAMINATION BY MS SHARP
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COMMISSIONER: Yes, thank you, Mr Bromberg.

MS SHARP: Mr Bromberg, would you state your fudime please.

MR BROMBERG: Yes, Paul David Bromberg.

MS SHARP: And your address is known to thoseséisg this inquiry?

MR BROMBERG: Correct.

MS SHARP: You are currently based in Bangkok lrailand.

MR BROMBERG: That is correct.

MS SHARP: And how long have you been based there?

MR BROMBERG: 22 years.

MS SHARP: | would like to show you a document,¢hn call it up on screen. Itis
INQ.500.001.0053. Mr Bromberg, do you have a cojpg document with that

number in the top — on the top right hand of thgefa

MR BROMBERG: Yes, | do.

MS SHARP: And that is a two-page document?

MR BROMBERG: Correct.

MS SHARP: That is a copy of your current CV.

MR BROMBERG: Correct.

MS SHARP: And we may take it that that accurasttes your qualifications and

experience.

MR BROMBERG: Correct.

MS SHARP: | wanted to ask you a little bit molmat your CV, Mr Bromberg.
Let me start with your formal qualifications. Noiws right that you hold a Bachelor

of Arts with Honours from the University of Leedskngland?

MR BROMBERG: Correct, in Modern Chinese Studies.

MS SHARP: After you graduated from there, isght that took an undergraduate
research scholarship in 1985 to 1986 at the Uniyes$ Xiamen in China.

MR BROMBERG: Yes, postgraduate, correct.
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MS SHARP: And there you studied Chinese liteatur
MR BROMBERG: Correct.

MS SHARP: Tell me, Mr Bromberg, do you speak Emguage other than
English?

MR BROMBERG: Yes, | can speak Mandarin and Thai.
MS SHARP: And are you able to describe your l@fgiroficiency in Mandarin?

MR BROMBERG: | would say that | can have a readd& conversation now.
Probably 30 years ago | was very fluent, but | silhread quite accurately.

MS SHARP: Could we take that document off thesor please. Mr Bromberg,
it's correct that since August 2019 you have be&emior Vice-President,
Investigations with the Spectrum Gaming Group.

MR BROMBERG: That is correct.

MS SHARP: Could you tell us what the Spectrum @&anroup does, Mr
Bromberg.

MR BROMBERG: Yes. Spectrum Gaming Group is aiggnconsultancy that
specialised in regulatory compliance matters ingd@ing industry. It was set up in
1992 in New Jersey but has since grown and bagicpéirates world-wide.

MS SHARP: And what is your role with respecthie Spectrum Gaming Group?

MR BROMBERG: Okay. Well, since August | oversdleof the investigations in
Asia. But prior to August 2019 | was the chief exieve officer of a company called
Spectrum Asia in which Spectrum Gaming Group hadreority shareholding. And
together, we oversaw all investigations in Asia Bnel been working with Fred
Gushin, the managing director of Spectrum Gamingu@isince about 1991 and
with Spectrum Gaming Group since the foundatioAgi& which was in 2003.

MS SHARP: And in the period of 2000 — sorry, dal say 2003?
MR BROMBERG: Correct. That's when Spectrum Ases set up.

MS SHARP: In the period from that time, did Spest Asia concentrate on issues
in the gaming industry or look at matters more dipshan that?

MR BROMBERG: Yes, looking at matters more broadWye were a corporate
investigations firm and working in business inggince and investigatory matters,
but on the gaming side of our business we worketlsively with Spectrum
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Gaming Group and worked on a number of very higtfilermatters as | think we
will discuss in a minute.

MS SHARP: And you mentioned that you were thettbkecutive officer of
Spectrum Asia. While you held that position didiyaill undertake investigations
and market intelligence?

MR BROMBERG: Sure, sure. Certainly.
MS SHARP: And you would lead teams of investigafoom time to time?
MR BROMBERG: That is correct.

MS SHARP: And prior to Spectrum Asia coming ietastence, is it right that there
was a corporate entity called Spectrum OSO Asiateni?

MR BROMBERG: That's correct. Actually, spectrdd$O Asia was the corporate

name and we decided it was a little bit clumsy sodecided to trade as Spectrum
Asia.

MS SHARP: s it right when it was called Spectr@80 Asia, you played a role in
setting up an office for that entity in Macau?

MR BROMBERG: That is correct, in 2004.

MS SHARP: Did you live there during that period?

MR BROMBERG: No, | did not, but | was travellivgry regularly there and in
fact continued to do so pretty much until | wousy @round 2012 when we closed

that office down.

MS SHARP: You've actually anticipated my next sien, Mr Bromberg. I'm
going to ask you how frequently do you travel todsta?

MR BROMBERG: | would say between 2004 and 201¥ veery frequently, at
least one a month, often twice a month. We diceleeountry manager running the
office but | was there on a regular basis. Sir@E22probably I've been to Macau
probably about once every six to eight weeks bet tive last couple of years less
frequently, maybe once a year but not as frequently

MS SHARP: Have you attended at casinos when yve been in Macau?

MR BROMBERG: Yes, | have.

MS SHARP: How frequently - - -

MR BROMBERG: | would say I visited most of thesg#os.
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MS SHARP: And have you been - - -

MR BROMBERG: In Macau.

MS SHARP: - - -to what is known as the VIP roamsome of those casinos?
MR BROMBERG: Yes, | have.

MS SHARP: And have you liaised with the operatdrthose casinos from time to
time?

MR BROMBERG: Yes, | have, from time to time.

MS SHARP: Have you liaised with the Macau reguidtom time to time? | think
we know it in English as the DICJ.

MR BROMBERG: Yes, the Gaming Inspection and Cowtion Bureau, which is
often known as DICJ. Yes, | have. | would say tietween around 2008 and 2013
I met with the head of the DICJ at least threeoor times, sometimes formally,
sometimes informally.

MS SHARP: And have you liaised with law enforcenefficials in Macau during
your time in Macau?

MR BROMBERG: Yes, | have. Not recently but in daa and in Hong Kong
where Hong Kong authorities closely monitor whadlso happening in the gaming
industry in Macau.

MS SHARP: Now, part of your role, you've indicdfevhile you were at Spectrum
Asia was to conduct investigations. Did this im&probity investigations?

MR BROMBERG: Yes, it did, for a number of goveremtal and corporate clients.

MS SHARP: | want to understand in some detail mdvat your background is in
investigating the casino industry and investigattng various jurisdictions. Can
you give us some examples, perhaps do so in aaloginal way, of some of the
experiences you've had in investigations, and leusidind that you have been
investigating in the casino industry since abol@1t9is that correct?

MR BROMBERG: Yes, that's correct. In 1991 we wéired — when | was at
Kroll Associates, we were hired by the Tinian Gagn@Gommission to investigate
licence applicants for a licence on the islandiofahn in the northern —
Commonwealth of Northern Marianas. At that time,ended up investigating a
number of companies that had links to Japanesezgalklapanese organised crime
groups.
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Roll forward to about 2003, 2004, right after Madideralised its gaming industry,
we were hired by one of the American operatorsbeutake fairly limited
investigations, limited in scope, of individualsdgampanies that they were
considering to work ask junket operators at thagimo. In 2005, Spectrum Gaming
Group and | worked as the lead investigator in Asis appointed by the Singapore
government to undertake probity investigationsliobfthe applicants for a casino
licence, first at Marina Bay and secondly at SemtoBhose investigations took place
over a period of over two years and we had somegsstigators and financial
investigators working on those investigations. Atghve us a very good view of
what was happening in the Asian gaming industiait time.

Subsequently, in 2008, we were hired by the Hongdkiockey Club to provide a
study on VIP gaming market which was primarily loagkat Macau, and then by the
casino regulatory authority of Singapore also t@dudy on the VIP gaming
market across Asia. And then from 2010 to 2012c8pm was hired by the casino
regulatory authority of Singapore to undertake gtig@ations of all licence applicants
for a junket licence, what is known as an interai marketing agent in Singapore.
And we undertook a number of investigations intsthapplicants, which also gave
us interesting insights into the world of the junkelustry.

Thereafter, in 2013, Spectrum was hired by the gowent of Massachusetts to
investigate licence applicants for casino licemcthe state of Massachusetts. Again,
as part of that investigation | led investigatiom® the American operators that had
operations in Macau but were applying for a licemc®lassachusetts. We also
updated in 2013 our study of the junket industryf@cross Asia for the casino
regulatory authority of Singapore. And since tivae, | think, and there has not
been any formal engagements but | have kept § fedske monitor on what’s
happening in the junket and VIP business acrossa.Asi

MS SHARP: And indeed you're frequently approachganedia organisations to
commentate on developments in what | might brodélcribe as the Asian casino
market.

MR BROMBERG: That is correct.

MS SHARP: Including in relation to recent devetamts in Japan?

MR BROMBERG: That's correct. We have been foilagvwhat's happening in
Japan very closely.

MS SHARP: | will come to that.
MR BROMBERG: And from a — okay, go ahead.
MS SHARP: | will ask you about Japan in due ceuteank you, Mr Bromberg. Is

it correct that you have also done some work iemetimes for the UK Gambling
Commission?
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MR BROMBERG: That is correct. Also looking attzen aspects of the Asian
gambling market which I'm afraid | can’t go intote#s.

MS SHARP: And is it right that that work was caoieted in 2017 and also in 2019?
MR BROMBERG: That'’s correct.
MS SHARP: Now, you often speak at gaming confeesraround the world?

MR BROMBERG: That's correct, and indeed | waslom board of the G2E Asia
Global Gaming Expo Asia from 2006 to 2013 as welen they were developing
the brand in Asia.

MS SHARP: s it right you wrote a chapter entit@aming in South East Asia in a
2006 publication called Casino Industry and theaAZacific?

MR BROMBERG: That is correct.

MS SHARP: Based on your experience, Mr Bromblkeogy well would you say
you know the international casino industry?

MR BROMBERG: | would say that | know it very wétl Asia. | am familiar with
it outside of Asia but within Asia | would say | &w it extremely well.

MS SHARP: And how well do you think you understannkets in Macau?

MR BROMBERG: | think probably as well as any Casian will understand them.
It is a very secretive world and difficult to persge but we have had an awful lot of
experience in looking at that industry.

MS SHARP: And how about junkets in Asia and Sdtgist Asia more broadly?

MR BROMBERG: Yes, and | would say the same. rtd$ an open industry where
they widely advertise their business practices Yo, know, I've certainly spoken
with many junket operators in South East Asia dkercourse of the years, of many
years.

MS SHARP: Now, | don’t want you to disclose amgi®ts or your confidential
methodology, but are you able to tell us in gentnaths what sources you — of
information you rely upon in conducting your invgations?

MR BROMBERG: Okay. Well, an investigation, | nnethere are different types

of investigations. So for a casino licensing iriigggtion, the casino itself and the
members of the board, key employees, they willilaih very intrusive forms about
their own background and levels of wealth, andctisno about its business. But for
the junkets, usually they're less willing to progidetailed information. So itis a
matter of, first of all, of course, undertaking gblic research, research of media
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sources that one can look at. But then also i Hre willing to cooperate with a
licensing investigation in whatever informationyh@ovide, which we can then, as a
first stage check as to accuracy, and then subs#yuevestigate.

But | would say that the junket licensing investigas that we undertook for the
casino regulatory authority of Singapore were pbhpamong the most difficult
investigations that we’ve ever had to undertaketaatiwas because of the levels of
secrecy that the junkets usually maintain, but #iedact that they don’t keep very
accurate records, you know, generally. So it'segdifficult to assess any
information that is being provided to you.

MS SHARP: And, again, without asking you to disd any confidences, do you
rely upon your contacts you've established overydags in law enforcement and
with casino regulators in conducting your invedigas?

MR BROMBERG: When we’re undertaking an official/estigation for
governments, certainly.

MS SHARP: Now, again | don’t want you to discl@sg/thing confidential in
answer to my next question, but is it correct Bg&ctrum Gaming Group has done
some consultancy work for Melco Resorts?

MR BROMBERG: Yes, that's correct.

MS SHARP: What are you able to tell us about, tiéthout disclosing any
confidence?

MR BROMBERG: | believe and, again, | wasn'’t paralty involved in these
projects, but | believe that there were a numbdeasibility studies undertaken in
Japan and a study on best compliance practicé® imdustry.

MS SHARP: Did you have any personal involvemerdny of that?

MR BROMBERG: Not in the actual work but only iartain meetings after the
work had taken place.

MS SHARP: And, again, | don’t want you to dis@any confidential information
or, indeed, even disclose the nature of your engagg but it's correct, isn'’t it, that
at one stage the Independent Liquor & Gaming Auyhhar New South Wales
contracted you to perform some investigatory warkitf?

MR BROMBERG: That's correct. We undertook soraekground research on
potential partners of a licensee.

MS SHARP: Thank you.

MR BROMBERG: Yes.
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MS SHARP: | won't ask you anything further abthdat. Could | move to a
completely different topic now. | would like toaelfy with you some terminology
that we often see used in various publications abasino operations and it's used in
the industry more broadly. Can | start with thegin you tell us what a VIP player
iIs? That is a very important person player.

MR BROMBERG: Okay. So a VIP player — | meany#®a broad definition for
VIP player and it depends on which market you’tking about, but it's somebody
who is going to spend more than an average plalienwthey visit a casino. | think
in Macau we would define a VIP player as someboly 8 willing to spend
probably about a million Hong Kong dollars, thd$$130,000 dollars on a
gambling visit. But a VIP player in a lesser marnkea smaller market like Vietnam
or Cambodia might be somebody who is willing tods&f or 20 thousand US
dollars. So it really depends on the market dheadefinition. And then you also
have what are VVIPs, a very, very important plagéso known as a whale, and
those people might be willing to spend to five Gniillion or up in US dollar terms.
So these are people that are going to spend veyg damounts of money in the
casino.

MS SHARP: Are you familiar with the expressiondh roller”?

MR BROMBERG: Yes, that is the same. Interchabigehetween VIP and high
roller.

MS SHARP: What about the term “premium playé®’hat does that mean?

MR BROMBERG: Okay, a premium player would be sbowy that is going to
play more than somebody just on the mass floothmyt have not usually — been
brought to the casino by a junket operator. Sg #te — they may play almost to the
level of a VIP player. Some premium players magreplay to the level of a VIP
player but they’re typically playing within the @as but not within necessarily the
VIP rooms. Later some premium players are takehed/IP rooms by the casino.

MS SHARP: In one of your last answers, | heard yse the expression “mass
floor”. What do you mean by that?

MR BROMBERG: Yes. So that is the casino floorendamost — most people who
visit a casino will only see the main casino flootthe mass floor. So that is where
the mass market, normal people who just come h@aasino to play for fun will
spend most of their money.

MS SHARP: Now, I would like to ask you to defiagunket. If you could just give
us a working definition for now because | will coilmeck to that to ask you about it
in a bit more detail later.

MR BROMBERG: Okay. So there are many definitiohthe word “junket” but in
Asia, it’'s typically somebody who provides travaldacomplimentary services for
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their customers. The junket operator is paid ara@sion by the casino based on the
play of his customers, his or her customers, t&t bring to the casino through
prearranged criteria with that casino. So, esaklytiunkets brings players to the
casino and in return for the amount that they phay,for what they win or lose, but
for the amount that they play, they receive a caossion which has been
prearranged, based on that play.

MS SHARP: So, in a sense, is a junket like arothicer or a facilitator?

MR BROMBERG: Yes, but much more than that, beeatihey were only doing

that, then they would not be involved in the rdghe stay when the customer is in
the casino. But the junket operator facilitatesrg\aspect of the visit or the trip by
the casino patron to the casino.

MS SHARP: Now, it's right that different modelsjonkets have emerged around
the world, isn't it?

MR BROMBERG: That's correct. Certainly, junkét@ve played very different
roles in other markets such as the US to what doey Asia, where they play a
much larger role. And that’s partially because ynafithe customers who the
junkets are taking to the casino come from cousitnibich do not have legislation
governing gaming or gaming debt, the extensiorredit or the collection of debt.

MS SHARP: And, Mr Bromberg, | will come back teptore with you in a bit
more detail the differing models of junkets thatdv@merged throughout the world.
While we’re working through terminology, you're férar, | take it, with the
expression “VIP room”?

MR BROMBERG: Correct. The VIP room, which wowldu like me to explain
my understanding of it now?

MS SHARP: Yes.

MR BROMBERG: So the VIP room, essentially, iam inside a casino, and it
really developed in the 1980s in Macau. It wasiatt a brilliant strategy by STDM
which was the company which had the casino monojpmnce from the 1960s on
in Macau. Because by renting out a room in a ceira VIP operator, essentially
the casino removed the risk of having to try tdexildebt from the players in that
room. So the VIP room is often run by a junketrapar, not always but usually, so
that junket operator will send their own custonterthe VIP room in the casino
where they can essentially monitor what's happenringpnitor closely what's
happening in that room. And then they can prouiltléhe services in that room,
even if the casino’s employees are actually thes ovi® are working there. But
essentially it has become almost like a mini casiithin the casino.

MS SHARP: Now that last answer, Mr Bromberg, wes relating specifically to
VIP rooms in Macau?
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MR BROMBERG: Correct. There are now VIP roomgiher casinos around
Asia, indeed possibly in other jurisdictions asiwelit in other parts of Asia, the
rules and regulations vary, but often the junkedrafor may still have their own
dedicated VIP room but what they can do there ikgges not as — it's not as open or
as easy for them to operate it as in Macau. Sporttey have to adhere to stricter
regulations about what they can or cannot do irMiikeroom in other jurisdictions.

MS SHARP: Now, insofar as Macau is concerned,wosaid that the casino
operator rents out the room to the VIP room operabmes that mean that the casino
operator also assigns responsibility for thinge likanaging the cage or the purchase
of chips to the VIP room operator?

MR BROMBERG: Okay. Certainly that has been thgecin the past. And, again,
| would say it depends on each casino because dginermdifferent casinos doing —
operating in different ways, even within Macau.t Bertainly the — right now, most
of those junket operators, they may not — | meamay not be a cage in the strict
sense of how you might view a cage in a casindh®ayt would certainly have a desk
which is their own desk where all financial trartgats are tallied and certainly they
would have one person, probably the head of thge,aaf the junket operator’'s cage
who liaises with the casino operator’s cage fotralhsactions. So essentially they
are almost like having their own cage within theica.

MS SHARP: Mr Bromberg, are you familiar with tivay VIP rooms operate in
Australia?

MR BROMBERG: No, I'm not, not closely. In genktarms but not closely, not
specifically.

MS SHARP: We have been using the word “cage”yareable to explain to us
what a cage is?

MR BROMBERG: Yes, essentially, it's the financtgderating centre of the casino.
It's where all the money comes in and where alltiomey is paid out. So it's
essentially the accounting centre of the casino.

MS SHARP: And are there specific cages in the Miéns in Macau?

MR BROMBERG: Yes, there are, which belong to¢hsino, and then, as | said,
the junket operators in those VIP rooms would alsee their own — their own desk
or — in the past they may have physically had & ¢ad now | think for the most part
they have their own kind of accounting desk whdlregansactions are tallied up.

MS SHARP: And in relation to the main floors bétcasinos, do we also find
cages?

MR BROMBERG: Yes, much larger cages. Yes. Wisclvhere the customers go
and buy their chips and where they would casheir tthips.
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MS SHARP: Just on to the topic of chips nowt isght that all wages in a casino
need to take place using chips?

MR BROMBERG: That is correct now. In — apartfrpossibly for slot machines
but yes, if you are playing a table game you waddd chips, correct.

MS SHARP: What are chips, and how do chips work?

MR BROMBERG: Okay. Well, chips — in most juristions you have live chips.
So the customer would go and buy chips at the casige. | give a thousand
dollars, | get a thousand dollars of chips. l@itlose all my chips or | win, and then
I go and cash in the chips that I've got and gsehdaack, or if | lose my chips | go
and buy more chips. But in the VIP rooms and wpleging baccarat there is
something called a dead chip or a non-negotiabfeard these chips were
established in Macau and specifically, to cut a/\Veng story short, the reason that
these were created was because essentially itsatlejunket operator to keep track
very closely of what his players are playing, nbiatvthey’re winning and losing but
what they’re playing because they get a commissioy on the chips that are
played.

So the non-negotiable chips or the dead chips@ughi by the player when they
arrive at the casino and then essentially they kesing more dead chips until they
finish playing. When they finish playing, if theyg won, then that's when they can
receive live chips which means they can go and oaglso using the live chips. But
those dead chips cannot be exchanged for cash.

MS SHARP: And you've mentioned dead chips, aey #lso sometimes referred to
as rolling chips?

MR BROMBERG: Yes, they can be but it really e rolling action which is the
most important, that those chips are constantlgdiirned over by the junket
operators or the VIP room operator. The customédlde buying and playing those
chips. It's most important that they agree to r@age amount of volume that they
will play before they arrive in the casino. Andctis for a VIP player, not for a mass
player, obviously.

MS SHARP: And that brings me to my next term lwblike your assistance in
defining which is “front money”. Can you tell ushet that is, please?

MR BROMBERG: Okay, that's the money that is Saradvance of the arrival of a
junket player or a junket group, or a VIP indivitlplayer. So money that is sent
either by the player themselves or by the junketrafor to the casino. And that
front money will either be used to buy chips athi¢ player or the junket operators
well know, that could be almost used as a depssiall, against which credit will
be extended.
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MS SHARP: And are you able to say whether oritnistthe usual practice for
junket operators in Macau to agree with casino ajpes as to the level of front
money that will be used during any particular juriey?

MR BROMBERG: Yes, | would say that's very commaoAll of the junket
operators’ agreements with the casinos are basadaipertain volume. So, for
instance, to be able to have a VIP room in a casimeojunket operator must agree to
a certain amount, you know, it could be milliongloflars per month that their
clients are going to roll — so that means the cthipsthey’re going to play at that
casino that month. And so that would also be tbietfmoney that they’re going to
play. The more that the casino trusts a playerjanket operator, probably the less
front money is required because there’s a levélust. If they don’t know that
player or it's a new relationship with a junket cgter, they would probably require
a larger amount of front money to be sent to them.

MS SHARP: Can | ask you about the concept oftebaithin casino operations
and junket play.

MR BROMBERG: Okay. Well, again, the rebate igegi by the casino operator
initially to either its VIP player directly or tdé junket operator as a means of
incentivisation. So, again, if you're going to sdea thousand dollars to buy chips,
but | give you an extra 10 per cent, that, you knibwy’re hoping that you're going
to spend more. What happens is that the reb#temspassed on by the junket
operator to their own, either their subjunket, sogle who are working to find
clients and they get to keep a percentage of élette, or directly to the customers,
to their own customers. And the rebate, the amofitite rebate will depend on a
number of things. It will depend on whether thayglr is playing in cash — if they're
paying 100 per cent cash, the casino is goingue gihigher rebate than if the player
is playing on credit. So that is — so the aimhef tebate is simply to incentivise
either the junket operator or the players.

MS SHARP: So, in a sense, to put it in generahse it's like offering a discount.
MR BROMBERG: Correct. Correct.
MS SHARP: And are you able to tell us what a telpdayer is?

MR BROMBERG: Well, it's a player who is comingmho is getting a rebate on a
regular basis.

MS SHARP: So is a rebate player ordinarily a @l&yer?

MR BROMBERG: Yes, | would say so. | don't thitikat the casinos would be
offering rebates, significant rebates, to masseyapecause the volume is not
significant enough. The rebate has to take plaaed-the rebate can also take place
in the form of, you know, complimentaries, suchyas) know, hotel rooms or, you
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know, rebates on travel costs as well. But, yoovkrio get a rebate, you have to be
willing to spend a significant amount of moneyla tasino.

MS SHARP: Now, what about the expression “turmbiuea casino, what does that
mean?

MR BROMBERG: Turnover, well, just, like — it iee revenue, but it is not the
amount that is won or lost. It is the typicallgtgross gaming revenue. So the
amount that has been spent at the casino.

MS SHARP: Can it sometimes mean the amount shattually wagered, whether
it's won or lost?

MR BROMBERG: Yes, that is correct.
MS SHARP: Are you able to assist us with the nregaof “loan sharking”?

MR BROMBERG: Sure. So loan sharking occurs wa@tayer needs money,
needs funds and doesn’t have the ability to gdt tasn any other means. Within
the Macau casinos, loan sharks actually roam thss rih@ors looking for people that
could become clients but equally many of the VIBrmaperators have agreements
with loan shark — organised loan shark organisatieio can provide loans at very
high interest rates to customers that are willmgdy those rates.

MS SHARP: Are you familiar with the concept oflsibets?
MR BROMBERG: Yes, | am.
MS SHARP: And what are they?

MR BROMBERG: A side bet — okay, a side bet isathat takes place away from
the table. So in — this started in Macau but & ¢pgwn to be an Asian phenomenon
and it may even happen in other jurisdictions alé vigut, essentially, it's a side
agreement between the junket operator and themtsli So, for instance, if we say
for every thousand Hong Kong dollars that the austiobets on the table, there will
be a side agreement that could be as much as &6 that amount between the
junket and the player. Side bets of three to fones the amount on the table are
quite routine and, as | said, they can be veryy sgnificant. So, in a way, itis a
means of avoiding regulatory scrutiny. It's a meahavoiding paying tax on the
play and it's a means of avoiding payment of casingir fees as well.

MS SHARP: | can understand what's in it for thaelfet operator in terms of a
means of avoiding paying tax but what's in it foe junket player to engage in side
betting?

MR BROMBERG: That they get an even larger reb&e.they get a bigger
discount because, for instance, in Macau the govent tax is — the government tax

.NSW CASINO INQUIRY 24.2.20R1 P-67 P.D. BROMBERG XN
©Commonwealth of Australia MS SHARP



10

15

20

25

30

35

40

45

is almost 40 per cent. So, essentially, if yomoe having to pay that, then they're
able to offer a larger discount to the customer.

MS SHARP: In your experience, is it the case ¢hside bet agreement can be
made between the junket operator and the junkgeplaithout knowledge of the
casino operator?

MR BROMBERG: Itis possible. | would say thas iuite common in many
jurisdictions. Obviously casinos do not like thimctice. In Macau, | have seen,
myself, instances where junket operators are gleggaged in side bets with their
customers and brazenly so. And one of the reabaysdo that with impunity is that
some of the casino operators are scared to intenvetinat practice. But | would say
that for the most part, if casinos know that itgppening, they would crack down on
it and certainly in the agreements with the jurdqggrators there will be clauses
saying that the side betting is not permitted.

MS SHARP: How do you say that you've actuallyresele betting take place?

MR BROMBERG: Because it is apparent that the comication between the
junket staff and the players, that they are ndtgiscussing or counting what is
happening on the table but also what is happerfind® table.

MS SHARP: Now, there’s an important notion ininaperations known as the
“house advantage” or the “house edge”. Could wliws what that is, please?

MR BROMBERG: Sure. In all casinos world-wideg thouse has an advantage
over the player as long as the player continugday for a certain amount of time.
The house will always mathematically — the houdealvays win. In baccarat, the
preferred game in Asia, there is a theoretical ofibetween 2.5 and 2.8 per cent. So
that means that the casino will almost always Wwat amount of money over time on
all the amounts, on all the turnover in its casinadhe baccarat tables.

MS SHARP: Is there a referred game or a gaméaite of VIP players in Macau?

MR BROMBERG: Yes. Baccarat, which is | would sagbably 95 plus or maybe
even 98 or 99 per cent of all play is baccaratd &re reasons for that are three-fold.
First, there’s a common perception amongst bacpagers that the house
advantage is slightly less than inform other gant&scondly, there is the perception
amongst baccarat players that it's a fairer olgdtitar game because essentially you
have two choices: betting on the house or betimthe player. So it's really a very
simple choice. And the third reason is that histdly people have always thought
of baccarat players as being somewhat afflueraral, so there is an aspirational
guality about wanting to play baccarat. So thaty baccarat is certainly by far the
preferred game.
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MS SHARP: Now, you've touched upon this matteefty already but using
Macau as an example, are you able to give us sednetion of the minimum bets
one would see in the VIP room for baccarat?

MR BROMBERG: Certainly. Again, it depends on #iee of the casino. | would
say in some of the smaller casinos — and agaialg® changed over time, as the
Macau industry has expanded so have the minimusasetvell: but right now |
would say a minimum bet in a smaller casino in B Ydom in a baccarat table
would probably be around 3000 Hong Kong dollarsasund about just under 400
US dollars per hand and then in some of the biggeinos, probably between 5000
and 10,000 Hong Kong dollars per hand which is suineee between about almost
700 dollars and 1300 US dollars.

MS SHARP: Are you able to assist us: does teenoaoperator or the VIP operator
or, indeed, the regulator, do any of them set mimmipets for VIP rooms in Hong
Kong — | beg your pardon, in Macau?

MR BROMBERG: In Macau.
MS SHARP: Yes.

MR BROMBERG: Certainly, the casino operator 8@t those limits. Now, they
may discuss with the regulator what they’re doingthey themselves have control
over the limits in, you know, within their casino.

MS SHARP: Now, if you're able to answer this, #re minimum limits you've
identified in Macau broadly consistent with minimdimits you find in VIP rooms
around the world in casinos?

MR BROMBERG: No, they're much higher. Much high&o | would say in other
jurisdictions, traditionally the minimum bets woudd much lower.

MS SHARP: Can you assume something for me. Qeavé you assume there’s a
minimum bet requirement of 30 Australian dollars pand of baccarat. Does that
sound like a VIP minimum bet to you?

MR BROMBERG: No, it does not. But that's notstay — again I’'m not familiar
with Australian practices, but it does sound glaote.

COMMISSIONER: Well, I suppose it's not a minimurat for Macau, it's quite
different from Macau, you would say; is that right

MR BROMBERG: That's right. | mean, it may be tiraAustralia that's quite
reasonable but for my perspective, in Macau thatlvbe an extremely low bet.
Even probably about the, you know, on the mainrfldbink it would be at least 300
Hong Kong dollars which is around 40-something W8ads. So it would be in
excess of that amount.
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COMMISSIONER: Thank you.

MS SHARP: Are you able to compare it with minimbets in, say, Nevada in Las
Vegas?

MR BROMBERG: No, I'm not familiar with the mininm bets there but | would
be willing to speculate that they would also bengigantly less than in Macau.

MS SHARP: Just while we are on the topic of Ingtin Macau, is it usual or is it
usually the case that bets are wagered in Hong ldoiigrs?

MR BROMBERG: Yes that is correct, although they be wagered in Macau
patacas as well.

MS SHARP: Can | move to a different topic now, Btomberg. | wanted to
understand in some more detail the profile of VI®/ers and let me start by asking
you this: where do most VIP players come from tiedtin Macau?

MR BROMBERG: Okay. The vast majority are fromi@h | believe that, | think
95 or 96 per cent of all players in Macau come fraainland China, Hong Kong
and Taiwan.

MS SHARP: And what about looking around the warldre broadly, where do the
VIP players come from?

MR BROMBERG: | think there are VIP players comiingm — you know, most
countries will have a few but the vast majorityatone from China.

MS SHARP: Do casinos around the world competé wite another for VIP
players?

MR BROMBERG: Certainly. Certainly it has beeweay, very competitive
market, especially over the last 10 years or sb@¥IP sector has grown and as
China’s economy has continuously boomed.

MS SHARP: And is it fair to say that what theg aompeting for is a market share
of their VIP players from mainland China?

MR BROMBERG: That's certainly true.

MS SHARP: Are you able to say what explains tigg Iproportion of VIP players
coming from mainland China?

MR BROMBERG: As | said before, | think it has bebe growth in the Chinese
economy. Certainly, Chinese people seem to ergoyhding, and there has certainly
also been this, I think, a feeling that if you'vedome rich very suddenly, perhaps
for legitimate reasons, you know, you have hadsanass that has been listed or has
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been very successful, people are willing to gameleause they feel that they can
recreate that wealth, if they do lose in a casifbere’s also been a huge amount of,
well, can | say, black money that has also comeob@thina, fuelled by corruption,
fuelled by illicit acts or deeds as well as thatietate. So there has been a huge
wave of hot money coming out of China over the 1&85plus years and that has led
to a huge increase in the VIP market.

MS SHARP: Is casino gambling legal in China, iaintand China?
MR BROMBERG: Apart from Macau it is not.

MS SHARP: Is that one of the reasons that explainy the VIP players come
from mainland China in the main?

MR BROMBERG: Certainly. | mean, there is no erthis nowhere else for them
to play apart from in Macau and then subsequehdy’ve been going further abroad
for the experience.

MS SHARP: s it correct that there has been akciawn on corruption in mainland
China in recent years?

MR BROMBERG: That's correct. Since the end 0120

MS SHARP: And one of the things you specialiseaim | right, Mr Bromberg, is
understanding the political environment in mainl&idna?

MR BROMBERG: That's — that's correct.

MS SHARP: Can you tell us a little bit more abthé corruption crackdown and
when it commenced?

MR BROMBERG: Okay. Yes, so essentially the cdmskn on corruption
commenced in late 2012, an initiative by Presid@rlinping. And the campaign
sought to root out government corruption, the usrdporting of income by wealthy
Chinese business people and other illegal actsvittome people speculate that
there was also a political aspect to this by tangepolitical opponents of President
Xi and his group. But the reality is that the &@awn has had a massive impact not
only on government corruption but also on privaetsr corruption.

MS SHARP: And has this crackdown extended to Maehich is a special
administrative region of mainland China?

MR BROMBERG: Yes, it has. And the reason fott ieahat the gaming sector
became a key focus of the crackdown on corrupbenause the frequency and
volume of transactions in the gaming sector createbling conditions for the
laundering of money, essentially. Which meant taae amounts of money which
people were eager to get out of China, as | sdmréepassed through Macau and
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essentially passed through the Macau VIP roomisadtiime, prior to, | would say,
around 2016 when the situation began to change.

MS SHARP: And what happened in around 20167

MR BROMBERG: Okay, well, essentially, at the exi®014 President Xi Jinping
visited Macau and gave a warning to Macau that Has/to improve their regulation
of the gaming industry. Subsequent to that, tbek that on board, | assume, and a
number of measures were implemented around abd%t 2016, to start to improve
gaming regulation. A new anti-money laundering l@&s passed. New regulations
on the junket industry were implemented althougdy thaven't really been enforced
until late last year. But there were a numbertbéomeasures that were
implemented to try to control the movement of mooayof China, and to also see
what Chinese people were doing in Macau in termsitbidrawal of money from
ATMs or just movement of money from China into Ma@ad then on.

MS SHARP: s it fair to say that until the cortigm crackdown, Macau had been
the destination of choice for VIP players from @ieinese mainland?

MR BROMBERG: Yes, | think that's very true becauswas the easiest and
closest market for them to reach, and also | thinai at that time there wasn't as
much choice in the Asian region as there subsetywat after 2016. Essentially,
what Macau offered to many VIP players was thetgti gamble but while
retaining their anonymity. And that was very imganit to them because they didn’t
want the Chinese government to know what they \weneg or how much money
they were spending in Macau.

MS SHARP: And do | take it that this is startiogchange because of regulatory
changes in Macau?

MR BROMBERG: Yes, | believe itis. Certainly tfiee brought in, as | said
before, a number of rules and regulations whicéinl eéxpand upon if you would like,
but | think that we also have a hew administratisrof the beginning of December
2019 in Macau and they have very clearly statet] thdike previous regimes, they
intend to govern in accordance with the law andake now are in place to — to — as
| say, to regulate the industry in a more normahnea to what we see in terms of
gaming regulation in other jurisdictions.

MS SHARP: Now, | will come back in a little white ask you more about changes
in the regulatory environment in Macau but for n@amn | concentrate on economic
effects. You would agree, firstly, that Macau esywdependent on the gaming sector
in its economy?

MR BROMBERG: Massively. Itis — it makes up akball of its GDP.

MS SHARP: And - - -
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MR BROMBERG: The vast majority.

MS SHARP: - - - historically, at least since thenopoly on the casino was
disbanded, the VIP segment has been a very impggoéanof the overall casino
market in Macau.

MR BROMBERG: That's correct. Certainly at itsggeit was around 69, 68, 69
per cent of all gaming revenues in Macau. Andhs Was probably in 2013 when it
peaked at about 69 per cent. The crackdown omgiion has had a massive impact
on that, so that we found in 2019 VIP gaming reesnwrere down to 46 per cent.

So a massive reduction as a result of these newuresto regulate the gaming
industry.

MS SHARP: And, to your observation, has what glescribe as the massive
reduction in VIP revenues caused casino operatdesdet other parts of the casino
market - - -

MR BROMBERG: Certainly. And that was one of thges, certainly that was one
of the requirements when President Xi Jinping @&ivlacau in December 2014
which was the 18 anniversary of the handover of Macau back to Chida

specified that he wanted to make Macau less dep¢ddts gaming industry and
also to diversify the industry away from VIP playrhake it more of a popular

family destination over time. So, essentially ttisavhat the Macau government and
the casino operators have been doing over thévasor six years — five years.

MS SHARP: And as an industry watcher, are thageparts of the casino market
that are now being targeted as growth areas fotdbmo operators in Macau?

MR BROMBERG: Yes, it has been the premium magseat but the mass and
premium mass segments have been targeted andnlyefiar the first time ever last
year, mass — the mass market was larger than fendrket. So, essentially, it
looks as though the Chinese government, the Maocaergment are getting what
they want.

MS SHARP: And just to confirm, was it your eviderpreviously that so far as the
premium mass market is concerned, junkets dort @leole in that segment of the
market?

MR BROMBERG: That — that is generally correctsye

MS SHARP: So as a result of the corruption cragkdin mainland China, is it the
case that we have less VIP players coming from laahChina or are they going to
places other than Macau?

MR BROMBERG: | think that they’re going to othglaces — to places other than
Macau. Now, it's very difficult to know the examtimbers of VIP players coming
out of China because there are no statistics.itBuwguld seem that now, right now —
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obviously before the coronavirus crisis the Chinssgnomy has been slowing down
so that would indicate that VIP numbers would gisabably slow down. But up
until maybe last year or the year before, there measlow down but the numbers
were still decreasing so | would say they were gamother jurisdictions to play.

MS SHARP: And are you able, again, as an industiserver, are you able to tell
us where the VIP players are going to?

MR BROMBERG: Certainly. They target new destioas$, especially for the
junket operators where they feel that there’s $esstiny. The most — the favourite
locations have probably been the Philippines, Cahahd/ietnam, they’ve gone to —
but they have also gone to Australia and to Ametcdas Vegas and even to the
UK. So they have really been spread wide acrassvtirld.

MS SHARP: Are there are particular factors thahhattract a VIP player to
Australia as opposed to, say, somewhere else ith&ast Asia?

MR BROMBERG: | think it’s the location. | meartHink that if they want to go to
Australia because they understand that it's a pliaee to visit, then that is the
attraction. Obviously, for the junket operatohgyt tend to go to — | mean, they tend
to take their players to places for two reasonse @ where they get the best
commission, and the second is where their playard o go. And | would say that
over time the VIP players have become more soghistil. So certainly 10 years
ago, VIP players were happy to go to Macau becthatts what they knew and they
felt comfortable there. But, essentially, now loyng) to these other markets, the
casino operator — the casinos in those other nadtetaccommodating them.
They’re providing signs in Chinese. They're promglChinese food. They're
making it much easier for players to go to thesigas. Therefore, there’s more
choice. So certainly Australia would be an atixectiestination.

MS SHARP: Now, can | come at this point to ask yoa bit more detail about
junkets. Let’s start with this: it's right thdtere are different types of models of
junkets, isn't it?

MR BROMBERG: That's correct. | would say tha¢ flanket industry has evolved
also over the last 20 years. 20 years ago, a juogerator may very well have been
very similar to a travel agent. Then in termsadfilitating travel for the clients who
went on the junket. Then many of the junket opesathemselves were VIP players
who maybe realised that there was more money todmke in — as a junket operator
than in trying to play in the casino.

The Chinese junket operators are somewhat differémink, to the south-east Asian
junket operators and, again, this is probably dusompetition and maybe it’s less
true now than it was 20 years ago. But the walydha south-east Asian junket
operator described the industry to me in aroundig®005, 2006, was that the south-
east Asian junket operator liked to have very |terga relationships with their
clients. They liked their clients to bleed a étbit but they didn’t want to kill them.
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Whereas the Chinese junket operators simply wahtd players to spend as much
money on each junket as possible and they didré whether they killed them or
not. So that was the perception of the south-Asisin junket operators at that time.

| think that the market has become increasinglypeftitive. So that what we see
now is fewer junket operators and those that hawéwsed are probably larger in
terms of the numbers in their operation, and theylso become bigger businesses.
And that’s probably true in South East Asia butaety true in Hong Kong Macau
and China. In South East Asia there may be stidlker family run businesses.

MS SHARP: Are we seeing a diversification of thesinesses of some junket
operators?

MR BROMBERG: Certainly. As the business becomese difficult, all those
junket operators in Macau, they’ve looked to diifgriheir business by getting into
other businesses but particularly casino operatidmey’ve got the client base. So —
and they've got large accumulated stockpiles of @yorSo their thinking is why
don’t we set up our own casinos and then we catdaur own players to those
casinos rather than to the casinos of other peotiley companies. But they’ve also
diversified into other businesses as well. | thimiy’ve set up their own forex
businesses, foreign exchange businesses, theyshaup hotel and hospitality
businesses, quite a diverse range of businesggtser

MS SHARP: And just on your point that some junigeérators are now becoming
casino operators, is that the case with respatiet&un City junket in Vietnam?

MR BROMBERG: That's correct. They're Hoian Prdjewhich they essentially
own and will control — will be their own casino,roect.

MS SHARP: So we have spoken a little bit aboatdhanging market dynamics so
far as junkets are concerned. Now | would likéoimus a little bit more on what it is
that junkets do with respect to casinos.

COMMISSIONER: Just before you go to that, if lynaterrupt, I'm sorry, Ms
Sharp. Mr Bromberg, you mentioned Hoi An; is thght?

MR BROMBERG: Yes, correct.

COMMISSIONER: And can you just tell me when y@aidsthey own the casino, is
the casino under construction, is it?

MR BROMBERG: Yes.
COMMISSIONER: And when it is due to be completed?

MR BROMBERG: That's correct, | believe it's — ye@delieve at the end of this
year. | believe it's scheduled to open this year.
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COMMISSIONER: And is that what is described asrdegrated resort with things
other than a casino?

MR BROMBERG: | don’t know what plans they actyailave but, yes, they — the
intention, | believe, is for it to be an integrategort because the Vietnamese
government that commitment for any new casino ptajeVietnam.

COMMISSIONER: And that is a casino owned by, witia¢ company, Sun City, is
it?

MR BROMBERG: Yes, but | believe they do have atdamese partner. | think
it's Fina Capital but | wouldn’t swear to that difie top of my head.

COMMISSIONER: Yes, I'm sorry to interrupt, yessh\sharp.

MS SHARP: Just on a point that the Commissiomsrraised, are you able to tell
us what integrated resorts are?

MR BROMBERG: Certainly. So an integrated resoud resort with many
attractions and facilities, of which a casino i€ gart. Now, you could say that the
casino is the financial engine that drives thegrd&d resort. It is what allows the
owner or the developer of the integrated resogotdo banks and get very significant
financial loans. And it is traditionally what des the largest profits in the integrated
resort. But having said that, there could alsonb@y other parts of an integrated
resort; for instance, theme parks you could hawergainment, theatre, live shows,
there are hotels, there could be aquarium, you kiteeve could be many, many
parts to — golf courses — all in or around thegraed resort.

MS SHARP: So is it right to say that the casifferings of Melco resorts in Macau
are integrated resorts?

MR BROMBERG: That's correct. | would say notalltheir casinos but certainly
City of Dreams and Studio City are integrated ressor

MS SHARP: And what about Crown Melbourne herdustralia?

MR BROMBERG: Yes, | would say that’s also an greged resort because it also
offers entertainment and hotel facilities as wgdls.

MS SHARP: Now, | wanted to come back to ask yome more about the specifics
of junkets but | see the time. Would this be avamient time, Commissioner, for an
adjournment.

COMMISSIONER: A short break, yes. Mr Bromberg'sg going to have about a

10 minute break and we will resume just after Z®ur time it's probably 25 to 9, is
it?
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MR BROMBERG: No, it's 25 past 7 now.

COMMISSIONER: 25 past 7, so it will be 25 to 8hank you, Mr Bromberg, | will
adjourn for a short while. Thank you.

ADJOURNED [11.23 am]

RESUMED [10.07 am]

COMMISSIONER: Yes, Mr Bromberg, are you readytoceed?
MR BROMBERG: Yes, | am.
COMMISSIONER: Thank you, Mr Bromberg. Yes, Msagh

MS SHARP: Mr Bromberg, | will now ask you somenaguestions about junkets
in Macau and the way they operated. | wanted pboee with you in more detail the
services that the junkets provide and can | stdlt the service of locating VIP
players in the first place. What can you tell bewt that?

MR BROMBERG: Okay. Well, obviously the junketesptors depend on locating
VIP players. They have extensive networks all s€i@hina just for that purpose.
Originally, most of the VIP players were referrblg because these businesses are
now so big, they simply can’t rely on referrals angre and they have to go as far
afield as possible. And that's why whether theyaeking for people in, whether

it's in karaoke lounges, nightclubs, massage paslomherever, they will be looking
and scouting for VIP players.

MS SHARP: Do junkets — at least those that oparaMacau, do they play a role
in making funds available to VIP players for bejtin

MR BROMBERG: Certainly. So the role of the jubkemanyfold in Macau.
Essentially, they serve several purposes. Beaggasbling is illegal in China, they
will — first of all they will identify a player. fien they will arrange for the player’s
funds to be collected and either transferred todvamr they will keep the money in
China and deliver the chips to the player on atiivéVlacau. They also will extend
credit to the player, once they are familiar whk player or if they feel comfortable
with the player. And then they will facilitate th@vel, which requires a type of visa
from China to Macau or to other destinations, twdlarrange the visas. Then they
arrange the flights. They arrange the hotels.

And once in Macau, they will arrange entertainmeiiether that is of a female
variety in many cases, or if it's narcotics, thasbeen known as well, and then
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sometimes if players need funds and they’re ndingilto extend further credit they
may be able to point them in the direction of Isharks as well. So it's a multiple —
a manyfold service, | would say.

MS SHARP: Now, the junkets don't always extengdarto the VIP players.
Sometimes the players are wagering with their oweney; correct?

MR BROMBERG: That's correct. Sometimes.

MS SHARP: But what | want to ask you about isthare there capital or currency
restrictions in mainland China in terms of how magberson can get out of China?

MR BROMBERG: That's correct and, essentially, tkason that the junkets have
been so effective and have also been so succéssfub financial point of view is
because they’'ve been able to circumvent Chinesetaavdaily basis. They are not
only facilitating gambling for Chinese nationaldjieh is illegal and the Chinese
government has stated on several occasions tisastiiegal, but they have also
been breaching Chinese currency control regulatlgneaoving money often
through underground banking system into — from @timMacau or to Hong Kong.

MS SHARP: | will come back to ask you a littl¢ biore about underground
banking systems but for now, are you able to gsveame indication of what the
currency controls are in mainland China?

MR BROMBERG: Off the top of my head, | think it®out 20,000 yuan, which is
probably about $300 per day, but up to a maximusoafething like US$50,000 per
year per person - - -

MS SHARP: So is it correct that there are restns on the amount of currency
that can be taken out of mainland China by a resided those restrictions in terms
of daily restrictions and also a yearly restricon

MR BROMBERG: That's correct. | don’t have thenmoers in front of me but it's
something like — something like that. But, yegréhis definitely a daily restriction
and an annual restriction, an annual limit.

MS SHARP: And what about when, say, a player froainland China is in Macau,
are there limits on the ATM withdrawals that sughlayer may make in Macau?

MR BROMBERG: Yes. Yes, there are. Now, thoseshaeen tightened up
considerably and, as you may have read in the ptessiow there is special
technology recognition on all ATMs in Macau. Soawivas happening previously is
that prior to around 2015, 2016, it was very eas\pfayers to circumvent or for
junkets to circumvent those restrictions by gomig ishops and making false charges
on credit cards, for instance, or on taking a nunatb&TM cards from — from

friends of the player and then making withdrawgds) know, multiple withdrawals

at one time from — through the ATM. So the goveentirealised that this was
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happening and so they decided that they wantedderatand who was making those
withdrawals, hence the facial recognition technglog

MS SHARP: You've spoken in some detail now alibatkinds of services that
junkets in Macau provide to players. Would it loewaate to describe junkets in
Macau as travel agents?

MR BROMBERG: No, | don’t think it would be accteato describe them as that.

| think that — | think that they provide some sees that are similar to a travel agent
and, certainly, some travel agents have subseguertdlved into becoming junket
operators. But they’re not — you know, they arearoequivalent, it's not an
equivalent profession.

MS SHARP: You mentioned earlier that sometimeg@is provide credit to their
junket players. Now, is it the case that in maidi&hina it is illegal to enforce a
gambling debt?

MR BROMBERG: That is correct.

MS SHARP: Now, what implications does that havéerms of the role of junkets
in offering credit to their players?

MR BROMBERG: Okay. So, again, the junkets mustehsome methodology of
collecting that debt and obviously if they can'titlithrough friendly means, then
they will often turn towards violence or look foaws to force the player to repay the
debt. And, again, this is one of the reasonsdhgdnised crime groups are — have
been widely reported to be involved in the junkelustry, because obviously having
those associations is essential to be able toajstrdpaid.

MS SHARP: Now, again, this is a question in ielato the way junkets operate in
Macau. Do those junkets provide the chips to thggrs in their junkets?

MR BROMBERG: Usually yes. Usually yes. So thelf buy the chips from the
casino and then pass them on to the players.

MS SHARP: So does that mean that the casino miatedirectly sell the chips to the
junket players?

MR BROMBERG: That's correct.
MS SHARP: And in Macau, is it correct that theevant relationship is between
the junket operator and the casino operator rdktzar between the player and the

casino operator?

MR BROMBERG: Yes, that's correct. And, in fattte junket operators are very
protective, as much as they can be, of the idestdf their players because they’re
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worried about the casinos poaching them as are pthket operators poaching
them. So they're very protective of their players.

MS SHARP: In relation to players in junkets, imd&u do the casino operators ever
extend credit to those junket players?

MR BROMBERG: Usually not directly but if theressVIP player who has come in
directly to the casino then they will — they wiind credit directly to the player. But
if the player is on the junket, then it's unlikddgcause they won’t have any
knowledge of whether the player can repay or 18u.it's very risky for them to deal
directly with the player, whereas they have a l®felonfidence that if they lend to
the junket operator, that they will get repaid.af'ts essentially the role of the junket
in reducing the risk that the casino operator gaging in.

MS SHARP: Now, | wanted to compare the junket edad Macau with — we will
start with the junket model in Nevada. | takeatijhave some understanding of the
way that junkets operate in Nevada?

MR BROMBERG: Yes, | do.
MS SHARP: And there, the junkets are actuallgmefd to as independent agents.
MR BROMBERG: That's correct.

MS SHARP: And are you able to tell us what the &#ferences are between the
way that junkets operate in Macau as opposed t@adsex

MR BROMBERG: Okay. Well, the first and key difémce is that an independent
agent is not able to extend credit to the playgs.— which is a very, very large and
significant difference. However, the independegdrd may attempt to collect debt
on behalf of the casino from the player. Now, vaasrjunket operators are formally
licensed in Macau and we can talk about that lat@rnow, if you like — as to what
that actually means. In Nevada, the independesitag not required to be licensed.
But they do have a register with the Nevada Gar@iogtrol Board and if they are
subsequently found to be in breach of any Nevadai@aControl Board rules or
regulations, then they can be called forward foenising, which would require a
formal investigation.

The other thing which they’re required to do istttieey are required — the
independent agent is required, once a year, tatrepthe Nevada Gaming Control
Board any compensation that they pay to any secgradgent such as a subjunket,
somebody working for them who is not a formal meniddeheir organisation and
they have to provide their entity. Now, againahtt say how much the independent
agents adhere to those rules and regulations thayfare found to be in breach of
them, then there will be — there is recourse feratthority, the regulatory authority,
to take sanctions against them or to censure them.
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MS SHARP: Mr Bromberg, you said a little bit earithat independent agents in
Nevada need to be registered but are not licenBeés that mean that the regulator
in Nevada does not conduct any suitability reviewtlee agent?

MR BROMBERG: That's correct, there is no suitapiteview whatsoever.
Simply put, the independent agent will simple reggisin application and provide a
statement that they agree to be governed and doutite laws of the State of
Nevada and the regulations of the Nevada Gamingnassion.

MS SHARP: In Nevada, is there a direct relatigm&ietween the VIP junket player
and the casino operator? Or is the relationshiwden the junket operator and the
casino operator?

MR BROMBERG: The relationship will be between filayer and the junket
operator if they’ve come on a junket, because,ndsly, for the same reasons that |
outlined earlier, that those junket operators @y protective of their players.
That's their livelihood. So they need to make ghed they can identify, and do
identify, the identity of the players obviously,tlaeyond that they probably do not
want the casino operator to have that much infaonatbout the identity of the
players.

MS SHARP: Does that mean that it's generally @@ndor the casino operator to
enforce debts incurred by VIP players who have conum a junket in Nevada?

MR BROMBERG: Yes, it would be the responsibilitiithe junket operator
typically to get the debt repaid to the casino.dAagain, the casino probably will
not pay the commission out until all of that hasrbe has been settled.

MS SHARP: So your evidence is that it's the jurigeerator rather than the casino
operator that enforces the debts of the playekewvada?

MR BROMBERG: Yes, that's right. But the diffe@nis that it's not the junket
that has issued the credit, it is the casino thatissued the credit. So that is the
major difference between what you see in Nevadandrat you see in Macau.

MS SHARP: And is it right that under the regutgtramework in Nevada a junket
operator should not be extending credit to a jupksyer?

MR BROMBERG: Correct. That would be illegal. Wowhether that happens,
again, outside of the jurisdiction, if there aregranged agreements between the
junket operator and their players, you know, | taay. But I've heard that that is
quite common practice, not only for people goindN&vada but anywhere, any
jurisdictions outside of China.

MS SHARP: Now, | just want to ask you a few qiees about junket
arrangements in Australia. You're not - - -
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COMMISSIONER: Just before you do, if | could dar I'm sorry, Mr Bromberg,
can | just clarify in relation to the issue of dted Nevada.

MR BROMBERG: Yes.

COMMISSIONER: You say that it is the casino tisgues the credit. Could you
just tell me, as you understand it - - -

MR BROMBERG: Correct.
COMMISSIONER: - - -to whom is the credit issued?

MR BROMBERG: The credit would be issued dire¢tythe player. Sometimes
the junket operator will provide information aneéyhwill stand by the repayment of
that credit but | understand that it should be ntadedirectly to the player. But
whether physically it is transferred to the playbkeg chips are given to the player
that, I'm not that familiar with, with how thingsosk in Las Vegas or Nevada.

COMMISSIONER: And so it is the case that it isfpetly legal for the casino in
Nevada to issue credit to the player but not tguhket operator?

MR BROMBERG: That — that's my understanding.
COMMISSIONER: Thank you, Mr Bromberg. I'm soHy -

MR BROMBERG: Now, there may be occasions whew #igo can issue credit to
the junket operator but, you know, | am not — Iimthe 100 per cent sure about that.
But | know that for the most part they would wamigsue directly to the player,
rather than to the junket operator.

COMMISSIONER: And you have raised the issue efgbaching of the players
and the concerns of the junket operator not to hawenuch of transparency for the
players that they bring along, but presumably tioaidd be dealt with by way of an
arrangement between the casino and the junkettopdéoa promises to be made
about poaching, | presume?

MR BROMBERG: Yes, certainly, it could be in thentract between the casino and
the junket operator. But, again, | think that m@mket operators have been burned
over the years one way or another and they'reveist sceptical.

COMMISSIONER: You haven't mentioned yet and ityntee that | am intruding
into Ms Sharp’s questioning, but you haven’'t memgie any concern about the
players not wanting to be identified. Do you hawg other - - -

MR BROMBERG: Certainly that's the case — certathlat has been the case and
that is why, which I think | did mention earlierhywMacau was so successful for so
long because, essentially, despite having lawsaicepwvhich are know your
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customer laws, those laws were for many yearsdhbby the junket operators and so
that they allowed their customers to maintain amaiby. And | think that’s one
reason why now the players are leaving Macau bedhey feel those rules are now
being properly enforced.

COMMISSIONER: Yes but | was referring to Nevanteterms of the position in
Nevada, is it the case that the players who ajardeets, as they’re called, or with
the independent agents group, are they also cast@trout anonymity?

MR BROMBERG: They may or may not be concernedtbey have to adhere to
certain regulations whereby their identity is pa®d simply in order to get a visas in
the first place but to the casino. So there isrgatn amount of information that is
provided and if they really don’t want that, théey wouldn’t — they would not
travel in the first place.

COMMISSIONER: Thank you, Mr Bromberg. I’'m somy interrupt, Ms Sharp.

MS SHARP: Mr Bromberg, | just wanted to ask yome questions now to
compare junkets in Australia with junkets in Maeau independent agents in
Nevada. Now, if a junket operator in Australiaypded credit to its junket players,
would that make the junket in Australia more like junket in Macau than in
Nevada?

MR BROMBERG: Yes. Yes, if they are providing ditethen, of course, that
would be similar to — to the practices in Macau.

MS SHARP: And if the contractual arrangementagreements in the Australian
junket context were between the junket operatorthadasino operator, would that
make the situation more like Macau or more like ht&a?

MR BROMBERG: In what sense? Interms of grantingdit? Can you clarify
that, please.

MS SHARP: Yes, I'm happy to do so. In terms rHrging credit and agreeing to
provide front money.

MR BROMBERG: Okay yes, then that would be morgerms of Macau as well.
MS SHARP: And if a player’s debt after a periddyambling — or if the player was
indebted to the junket after a period of VIP gamivguld make the situation more

like Macau or more like Nevada?

MR BROMBERG: It would certainly make it more likéacau because they would
owe the junket rather than the casino. So, ingbase it would be more like Macau.

MS SHARP: Just returning to junkets in Macauganoment, why is it that VIP
players wish to deal with a junket rather than agti the casino directly?
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MR BROMBERG: Well, I think there are several r@as, but for the reasons that
we mentioned earlier, the junket facilitates evaspect of the visit from China to
Macau or to other jurisdictions. And that includessentially, doing things that are
illegal in China, such as moving money, large somsoney, out of China and then
also granting credit, which the — and which thareasare unwilling to do because
they are not familiar with the player, and theyi@ familiar with their financial
situation or whether they will be able to repayt tthebt. So that is why they're
willing to go with the junket operator.

MS SHARP: Based upon your long history as a casidustry observer and based
upon your various investigations into the casirdustry and into junkets in
particular, are you able to say whether or not @iskn Macau have been infiltrated
by organised crime?

MR BROMBERG: Okay. Ithink —1can’'t say 100 mant myself, but I think what
we can say is that there is a huge amount of eg&ldrat has appeared in media
reporting, in US governmental reports and in acadeesearch as well as
intelligence information that | understand over yiears, that organised crime groups
have been intimately involved in the junket bussnesMacau over many years.

And | think the first public reporting of that wédse 1992 Senate hearing report on
organised crime in Asia, which touched upon — idwe it called Stanley Ho an
associate of triad groups and it named a numbsermibr triad officers as running
junkets in Macau and VIP rooms in Macau.

MS SHARP: When you were referring to a 1992 Sehefring, was that a hearing
of the United States Senate?

MR BROMBERG: Yes, correct.
MS SHARP: And when you were referring to triagdbat did you mean?

MR BROMBERG: Triads are organised crime groufad #re commonly termed
triads, triad societies. So they are — they haenlactive in China for many
hundreds of years and in overseas Chinese commsiagi well, and are involved in
many illicit activities even today that take plareund the world.

MS SHARP: Are you able to identify some of thattees of junkets that operate in
Macau that make them vulnerable to the infiltratignorganised crime?

MR BROMBERG: Yes, | mean, | would say that attdbjunket operator in Macau,
it's essential to have some relationship with adkgroup and the reason for that is
that — there are a variety of reasons, actuatlg. protection of their VIP rooms so,
again, against incursions by other junkets. titsf and again, they’re worried about
other junket operators poaching clients. It'stfoe security of cash during
transportation. It's for body guards for their \Whents. It's the provision of
prostitution to their clients. It's for narcotiasd other vice services, and it’s for the
cross-border transportation of cash from China@éag | mentioned before, debt
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collection, and also just as a display of powen.f@ all those reasons, | think
there’s a lot of reasons why organised crime graurpsnvolved in, and have been
involved in, the junket business and the VIP roamibess in Macau for many years.

MS SHARP: Now, | ask you this in your capacityaasngstanding industry
observer of casinos in Macau; is it well knownt thiganised crime has infiltrated
junkets in Macau?

MR BROMBERG: Yes, certainly. It has been verjlweported over many years,
in multiple — in multiple forms. And, you knowwlould say that most recently there
have been a number of court cases in Hong Kongustralia, which also identify
triad groups as putting pressure on individualepay money, often kidnapping
family members, detaining people illegally. Sosthare — these are not just fantasy
tales, they are actually cases that have beenquiesk

MS SHARP: Can | ask you in particular about &gtrknown as Suncity. Has
there been media reporting in Macau about any lih&s Suncity may have with
organised crime?

MR BROMBERG: Yes, I'm not familiar with reporting Macau but | do know
that the Apple Daily in Hong Kong — and Apple Dasyone of the largest
newspapers in Hong Kong — has come out openly ecusad three or four of the

senior officers of Suncity as being leading tridfic@ls; so organised crime
officials.

MS SHARP: And has there been any repercussidiosviag from the publication
of those allegations and the naming of those iddiais?

MR BROMBERG: Not that I'm aware of.
MS SHARP: What about in terms of defamation pecitegs?
MR BROMBERG: Yes, I'm not aware of any subseqaefamation proceedings.

MS SHARP: Are you able to say which individualeresnamed by the Apple
Daily?

MR BROMBERG: Well, certainly, Alvin Chau Cheok Waas one of them. |
don’t have the others right in front of me, I'maft.

MS SHARP: That is information you can providghts inquiry subsequently?
MR BROMBERG: Certainly. Certainly, | would belalto do that.
MS SHARP: Now, a little while ago | asked you soquestions comparing

operations of Australian junkets with those in Maca the one hand, and Nevada
on the other. Are you aware of how the VIP roomperate in Australia and whether
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there are any distinctions between the way VIP ®operate in Australia and in
Macau?

MR BROMBERG: Sorry, I'm not familiar with how thélP rooms operate in
Australia. The only thing that | would say is thainderstand that the casino
probably maintains control over most functionshea VIP rooms in Australia, as
would be the case in other jurisdictions that hdife rooms in casinos. But, beyond
that, | couldn’t say.

MS SHARP: And at the last point you made, thatfint of distinction with the
situation in Macau?

MR BROMBERG: That's right. And I’'m not sayingdtis the case in every casino.
What | will say is that it's the case in some casiwhere the VIP rooms are
definitely rented out. There are other VIP roontsal are essentially set aside for
different junket operators, but again the situatbanges. Some junket operators
come, they go. Some are successful, then thegssesuccessful. So it’'s a fluid
situation.

MS SHARP: | want to ask you some questions noguathe legal regulation of
junkets in Macau. Now, it is correct, isn't itathyour work has given you some
familiarity with the way that junkets are legalgulated in Macau?

MR BROMBERG: That's correct.

MS SHARP: Now, could I ask you to provide us watBhort history of the
regulation of junkets in Macau and we can starmhftbe time at which the monopoly
over the casino was disbanded and various concesaiere granted to casino
operators. Now, at that time - - -

MR BROMBERG: Yes.
MS SHARP: - - - were junkets regulated?

MR BROMBERG: No, they were not. So the decisi@as made in — shortly after
that time, to licence junkets and the licensingcpdure of junket promoters, as
they’re known in Macau, commenced in June 2004 at3bat time the regulation
required corporate identities — corporate enttibeislentify the shareholders of the
junket, or operator or promoter, and forbade tlsggasnent of any part of their
business to unidentified entities. Now, the prableccurred that despite the fact that
many other regulators believed at that time thatQHCJ, the gaming regulator in
Macau, would actually institute a formal licensiprgpcess.

The reality was that existing junket operators wgrandfathered in so that there
were no meaningful licensing investigation. And tther thing that's happened is
that up until very recently, licences were exchahgesold — junket licences were
exchanged or sold and also the junket promoters @m@tering into commission
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sharing arrangements with other sub-junkets orrqgibeple that were not being
identified, so essentially in breach of Macau’s gagriaw. Now, what happened
was that the reason that was given to me by DI@jJaond about 2013 in a meeting
was that they decided that there were about 1(h@00le at that time working in the
gaming industry as junket operators, sub-junkeatsptlaborators, three different
levels of people working in the industry. And tHelt that if they had implemented
a very stringent licensing policy, that it woulcdusa social disruption and put — and
make unemployed a large number of those people.

So which is why they just accepted them into tlete-the industry. But the result

of that is that it meant that in the eyes of otlegulators, that they weren’t
necessarily doing their job properly, and that aederstood it from the head of the
DICJ at that time, the only thing that was undeztakf a junket licence applicant
was that if it was an individual, they were notuigd to have — they must not have a
criminal record, and that they undertook a Dun &datreet report on the company.
So very, very minimal requirements. Now, subsetjteethe visit by President Xi
Jinping in December 2014, things have changedm&eptember 2015, the DICJ
announced plans to revise the junket rules andaggos.

And at that time they announced that there wasggmmirbe a requirement to name all
the shareholders of the junket because prior tosically the shareholders were
changing on a regular basis. People were buyidgsahing shares in junket
operations. So actually no one really had any wdea the shareholders were of a
particular junket operation. They required that kliey employees be identified and
that the junket increase the capital requiremeagtsfecantly. However, even then,

in 2015, the DICJ said that the rules would noebfrced on existing junket
operators and only applicable to new junket opesatin other words giving a free
pass to all existing junket operators.

But | think what's happened since then is that il change in the marketplace,
you have seen the number of licensed junketsrathfa high of around about 230
companies down to about 90 companies and maybe ablyulO individuals as

being licensed. And so there has been a tightesfingles and regulations. There is
now an annual audit requirement by DICJ of the @girdperators and my
understanding is that there has recently been iahisslued by DICJ that will forbid
the transfer of any junket licence from one pastamother, and that | think we can
see that a lot of these rules and regulationshiénat been on the books for a number
of years are now starting to be enforced. | hbpéwas okay.

MS SHARP: Thank you very much for that comprehanexplanation. Can | just
tease out a few observations that you've madest Bfrall, there came a point in
time where junkets in Macau had to be licensedhas correct?

MR BROMBERG: That's correct, around about 2004.

MS SHARP: And when we talk about licensing, ave gistinguishing that from
registering as a junket?
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MR BROMBERG: Well, officially yes. The realityas that there wasn’t much
difference between registration and licensing bsedhbere was no formal or
meaningful investigation of the junket operatorgiy gaming regular.

MS SHARP: Just on that point was the law to fifieceéthat a junket could only be
licensed if it passed a suitability test?

MR BROMBERG: That was the law and that was supgde be what happened.
But, again, it was supposed to be a written reconatagon by the head of the DICJ
based upon that, the investigation finding, correct

MS SHARP: And when you talk about an investigatiwhat was the DICJ
required to investigate in order to determine $ulitst?

MR BROMBERG: Well, it was supposed to identify @fl the shareholders of that
organisation and presumably to check for the pyatdithe junket operator entity.
So there is — also supposed to examine the quaidits of junket licence applicants
but it would appear that that did not take placthat time.

MS SHARP: Now, you prefaced a few of your ansviees by saying what was
supposed to take place. Can you tell us whanyif background checks took place
in practice?

MR BROMBERG: To my understanding, as | said, ¢heere no background
checks undertaken apart from the requirement teigeca certificate of no criminal
conviction or if the person was a Macanese natitmal the DICJ would check with
the judicial police to make sure that the appliaiidh’t have a criminal record in
Macau. And then if it was a company, they woulguest a Dun & Bradstreet
report. That is what | was told by the head ofH€J in 2013 when | asked
specifically about this and when | asked aboutctsano licence applicants in 2001,
2002. So he told me that himself.

| can’t say that | have intimate knowledge of whappened post 2013 but | don’t
see any change and | understand there has notur@émecently, any new
requirements imposed on the junkets, although tgemthin the last couple of
years, there has been further requirements orxibeng junkets to provide more
information. The DICJ have undertaken audits efjtinkets and | understand that in
around about 2017, about 15 or 16 of the junketaipes refused to comply with
requests for financial information and, therefdhey lost their licences. So there
have been some changes taking place over thedagtecof years.

MS SHARP: And, Mr Bromberg, you said earlier muy evidence that some of the
junkets had been grandfathered in to the new lingrcheme. Can you tell us in
more detail what you mean there?

MR BROMBERG: Just that there were a number ok@iroperators who had been
working for many years with the Stanley Ho ownesligas, the STDM owned
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casinos and that those junket operators did na lmpass through any regulatory
investigation whatsoever. They just were ablepglafor a licence and seemingly
were granted that licence because they were aliedulysiness.

MS SHARP: Now, earlier in your evidence, you idigtiished between a junket, a
sub-junket and a collaborator. Could you just axpthe difference between those
three concepts to us?

MR BROMBERG: Okay. Well, the junket operatoaisthe top. So it's like a
pyramid. Most junket operations are like pyramid$ie junket operator is at the
top. They're the interface with the casino. Nawgub-junket will be people that are
out also looking for clients. They may have tlmim junket business. Probably
very small, two, three person operation. And tivdlyoften team up with the junket
because they don’t necessarily have relationshapsaiecific casino. They may deal
direct with some casinos but not with others. ®atif their player wants to go to a
casino and they know a junket operator has a oglsttiip, they will deal directly with
the junket operator and get a commission from uih&gt operator.

A collaborator is usually lower down the chain. eytcould be looking for customers
on the mass casino floor. So they will be hunforgpeople that they see spending
quite a lot of money, trying to entice them to jdimgo into a VIP room or join a
junket. They may be looking for people in othaigdictions to join a junket. But
they probably are not of a sufficient — in a suéfit position to actually deal directly
with the casino, to grant credit.

So, essentially, they’re like spotters. They’retipg customers for the casinos.
Now, there has been a requirement for collabordatob® registered with the DICJ
but it's my understanding that, again until recgrithat has not been the case; that
they were not actually registered. But now, suk@is and collaborators that are
working for a specific junket operator are beinguieed to be registered and it's my
understanding that that now should be enforcedtlvenét is going to be or not, I'm
not actually 100 per cent sure but hopefully isngaio be the way forward.

MS SHARP: Mr Bromberg, you've said that recerkijngs have changed. Are you
able to give us a date or an approximate date?

MR BROMBERG: Okay, well, as | said, they annouheghe DICJ announced in
2016 that they were going to revise the junket la&gn of 2002 which regulates the
conditions and procedures of a licence gaming epeadso known as a junket
operator and that, as | mentioned before, hadtainerumber of requirements
attached to it.

So that was the first step. And then they theroanoed that there were going to be
random regulatory checks and those started toptiloe in 2016. And then the

accounting audits | believe took place — start&thtpplace in 2017 and those audits
took place over credit issuance and temporary depoand then new controls were
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put in place, thanks to the — a new AML law thaheanto place in 2016. And that
also had a major impact on the junket operators.

So, in essence, there are about four or five afghreew requirements. The first was
a requirement for the casino and junket operatoevtew their money laundering
risks. Every two years, and to introduce effectiveasures to tackle money
laundering. There was a requirement to identdyps$actions involving politically
exposed persons and to introduce risk managemstainsg. These are all
completely new for junket operators. They certalmd been around a long time for
casinos but this is all completely new for the jetsk

There was a requirement for the casino operateetidy and sign a large sum
transaction reports by those junkets working inrtfaeilities. And they had to then
sign off on the suspicious transaction reports were submitted by the junkets, by
the junket operator. So that in the past, whathegpening — and | have personal
knowledge of this — the junket operators were oftenidentifying the names of their
patrons and they were signing their own names erstispicious transaction reports
or not doing any suspicious transaction reportdlatThe casino s would take them
and file them with the financial Macau without gmgnalty or concern. So this is
something that is new and | would talk about thu kaf reporting in a minute.

But they were also — junket operators are now &atbin from engaging in business
with individuals using aliases who are otherwiserggmous. So that again was
another problem that they didn’t want to provideithdentity. Now that would be
illegal. And then there’s a requirement for reood all credit operations to be
named by all parties involved in the issuance etlitr Again, in the past, junkets
would literally keep their records on one smallcgi®f paper and that was their
filing system. That's no longer permitted.

The other major change which | should mention tplaice in 2016 when the Macau
government banned proxy betting. Now, proxy bgttimhich is illegal in most
jurisdictions in the world, was permitted in Madaw2003 during the SARS
epidemic when people were scared to travel to Macaudidn’t want to sit in
casinos. So they were able to play from China g@riiy but also from Hong Kong
over a phone with having a proxy betting for thenthie casino table. Now,
obviously, that flies in the face of all know yauustomer rules and regulations. So
it had remained on the books in Macau and thenmade illegal, as was all
telephone betting, in Macau in 2016. So all obthehanges had a major impact on
the junket industry, the VIP business, in Macaurdke last few years.

MS SHARP: Now, | just want to return to ask yaume questions specifically
about the licensing of junkets in Macau. Firsalbfis it correct - - -

MR BROMBERG: Okay.

MS SHARP: - - - that both companies and individwan be licensed as junkets in
Macau?
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MR BROMBERG: | believe so because there are ptgses of 30 January 2019,
which is the last list of licensed junket promotersthe DICJ website, there were 90
corporate bodies and 10 natural persons listedré®{s formally licensed to operate
in Macau.

MS SHARP: And prior to the licensing of thesekats, | just want to confirm this,
what is your understanding of the background chétitsare done on these junkets
by the DICJ?

MR BROMBERG: Well, certainly — yes, certainlytime past there were no
background checks. The only requirements, as again, was that the individuals
did not have any criminal record and that the campaould undertake a Dun &
Bradstreet check on the companies.

MS SHARP: Now, | want to show you an article ie gaming magazine Gambling
Insider. Could I call up document INQ.130.001.662Md you have that document
available to you electronically, do you, Mr Bromgy@r

MR BROMBERG: Yes, | do.

MS SHARP: You will see that article on the fipstge is called A Broken Model.
COMMISSIONER: Question mark.

MR BROMBERG: Correct.

MS SHARP: And could | ask you, please, to turpitgooint 6681, which is the
little number you will see at the top right of tthecument.

MR BROMBERG: Top right. Okay.

MS SHARP: And could | blow this up so that - - -

MR BROMBERG: Okay, yes.

MS SHARP: - - - we are focusing on the third eoly the last paragraph.
MR BROMBERG: Okay.

MS SHARP: And here, what you will see is a quoben Jeff Fiedler who is from
the Macau Gaming Watch Project, and he is rep@seshying that:

To date, junket regulation has been far too supwifiand wholly inadequate
while vetting of individuals isn’t up to scratch.

Is that a view that you agree with?
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MR BROMBERG: Yes, itis. And | would say thagaan, if you look at — if you
look at a gaming — the gaming regulatory systeiacau, how many junket
operators have ever been — received any regulatatisciplinary action in Macau,
and to the best of my knowledge, it's zero. Sai koow, the — in most — | would
say formally regulated jurisdictions, you woulddithat there are many sanctions
taken against licensees for all kinds of breacl@&sme may be serious. Some may
be not so serious. But, again, it doesn’t appeatrthe DICJ has taken — in the past —
has taken any serious actions against any of tilejwoperators. So | would agree
with that, that at that point in time when this@e was written, that that’s correct.
Now, as | say, going — as of today, | understaatitthings are changing so we live in
hope that the situation is going to improve fromegulatory perspective.

MS SHARP: Could | show you another document, gdedr Bromberg and can |
call up INQ.100.010.0895.

COMMISSIONER: These are all part of exhibit Ae dney?
MS SHARP: | beg your pardon, your Honour?
COMMISSIONER: These are all part of exhibit A?

MS SHARP: Yes, they are.

COMMISSIONER: Thank you.

MS SHARP: And what you will see on that first pag that there is a message
from the Crown Resorts board and that it's dated8¢ 2019 — sorry.

MR BROMBERG: Okay, correct. | have.

MS SHARP: And could | ask you to turn to the neage, which is point 0896.
Now, this was an advertisement which the Crown Redmward of directors placed
in a number of Australian newspapers on about 812019. Could I direct your
attention, please, Mr Bromberg, to the first coluniinere are a number of
subparagraphs. We will go to subparagraph — hoeg pardon. We will first of all
go to the heading Junket Operators and to the dgzaragraph under that heading.
If we could blow that up. Mr Bromberg, can you e second paragraph under
the heading Junket Operators states:

Macau-based junkets are required to be licensecethad are subject to
regulatory oversight and probity checks.

Now, should we take much comfort from the fact joaket operators are licensed in
Macau and subject to probity checks in determimihgther they are fit and proper
to operate in this industry?
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MR BROMBERG: |don't believe so. Obviously, thdras been reporting to that
effect, as you just showed me, but also multipleeopublications to the same effect.
So | think it is fair to say that one could be da&p of the licensing in Macau of the
junket operators.

MS SHARP: And just while we're in that documerduld | draw your attention a
little further up on that first column, if we go soibparagraph (e) and blow that up,
and one of the assertions made in this advertisewasthat in the recent reporting
that had taken place in Australia, no referencemade to the fact that the parent of
the Suncity junket was a large company listed enHbng Kong Stock Exchange.
Now, based on your industry observation and youmynavestigations, what

comfort can we take from the fact that Suncity ginik listed on the Hong Kong
Stock Exchange?

MR BROMBERG: | would say very little. | have wertaken a number of inquiries
of companies listed on the Hong Kong Stock Exchdhgeare operating overseas in
the gaming industry. And the truth of the matgethiat the Hong Kong regulators are
concerned about what happens in Hong Kong. Th#yeiconcerned about notices
filed by those companies listed on the Stock Exgkan make sure that they are true
and accurate as far as they can investigate. hgythave also — | have also been in
conversations with officials at the Stock Exchaagd in the Securities and Futures
Commission in Hong Kong where they have statecequiéarly that they do not

have the resources or the powers to investigaselglevhat is happening in overseas
jurisdictions. So they are reliant upon — almgstrutheir members to self-regulate
what is happening overseas.

MS SHARP: Can I turn to a different topic now.

COMMISSIONER: Just before you do. | suppose Bybomberg, you say that you
have done these investigations but the Hong Kongk3Exchange listings of
companies surely is one factor that could be ralgah by an international operator
to say, well, the company is in fact registerechviite Hong Kong Stock Exchange
for whatever it is worth, as you put it, but itagactor, is it not?

MR BROMBERG: Itis a factor and it's certainlyffinancial factor because it
should be a comfort as to the financial stabilitta@ompany. But in terms of its
probity, | don’t think that the Hong Kong Stock Ewnge is undertaking
investigations into foreign entities. And thidrige also of many Chinese companies
that have listed on the Stock Exchange not jutengaming sector, some of which
have turned out to be run by crooks. So thesgshiilo happen and obviously there
is only so much that a Stock Exchange can do hileatime of listing, so many of
the Stock Exchange will undertake a certain — theye certain requirements that
those companies must meet and that is a fact.

COMMISSIONER: Thank you. Yes, Ms Sharp.
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MS SHARP: Mr Bromberg, | want to move now to Sipgre. You, of course,
have had a fair degree of involvement in workinghwvthe Singaporean government
and latterly with the CRA, the casino regulatojust wanted to establish a few
matters of history, first of all. Is it the casat it was in 2005 that the Singaporean
government decided to legalise casinos in Sing&pore

MR BROMBERG: That's correct.

MS SHARP: And is it right that there are presgttlo legal casinos operating in
Singapore?

MR BROMBERG: Yes, that’s correct.

MS SHARP: And when did they commence operations?

MR BROMBERG: Each commenced in 2010.

MS SHARP: And who are those operators and wher¢hay operating?

MR BROMBERG: Okay. The first was Resorts Workh&sa which is run by
Genting Singapore on Sentosa Island in Singaparel the second to open a few
months later — | think the first one was in Febyu2010, and then around about
April or May 2010 Las Vegas Sands opened the Mdisya Sands which is in
downtown Singapore, in the central business ditstric

MS SHARP: Now, it's the case, isn'’t it, that jut& in Singapore must be licensed.
MR BROMBERG: That is correct, yes.

MS SHARP: And for that purpose, the regulatog, @RA, conducts a suitability
review of the junket.

MR BROMBERG: That's correct.

MS SHARP: And what can you tell us about the kirahd | don’t want you to
disclose any confidences, | should say, but whiatyca tell us in general terms
about the probity or suitability work that the casregulator undertakes when
determining whether to licence a junket in Singafor

MR BROMBERG: What | can say is that the basia €ence granted to a junket
promoter or international marketing agent as treeigimvown in Singapore, was based
upon the fact that those entities should meetdhgessuitability levels as anybody
holding a casino or employee licence in Singapore.

MS SHARP: And are you able to indicate how mamkgts have to date been
licensed in Singapore?
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MR BROMBERG: Yes, it's a matter of public infortitan. There have been three
junket operators that have been licensed in Singapall working at Resorts World
Sentosa. As of the last time | looked, which ided was about in December, or
January this year, there was still two licensed@iperators.

MS SHARP: Now, it's correct that a number of jehkperators, have applied for
licences but have not been granted licences.

MR BROMBERG: Certainly, that's my understanding.

MS SHARP: Has any operator based in Macau, that junket operator based in
Macau, been licensed by the Singaporean regulator?

MR BROMBERG: No, not as of yet.

MS SHARP: With the junkets that operate in Siragapdo they play a role in
providing credit to VIP players?

MR BROMBERG: They - officially, | don’t believééy do, but they may in
certain instances. What is crucial is that thegikeep very detailed records of all
of their activities and that the CRA are able tdiathem on a regular basis
whenever they wish to. So that is a marked diffeeefrom the requirements before
in Macau where there was no requirement. Obvigwshee 2016 that has also — or
'17, that has also changed in Macau. But the tiaanas | said, was that the junket
operator would effectively be held to the samedaaths as the casino operator.

MS SHARP: Tell me, while we're discussing theigtton in Singapore, do the
Singaporean casinos extend credit to VIP playemamland China?

MR BROMBERG: It is my understanding that rightasnthey do not, unless that
VIP player has a business or a bank account or agsets in Hong Kong, Singapore
or another jurisdiction where they are able to ekl action to collect debt. So in
the past, especially immediately after they opertedmy understanding that they
were providing credit to VIP players in China blat there were many non-
performing debts so they had to write off very &asyms of money. And then each
of them took a corporate decision that they woaktrict the credit that is extended
to those customers that had — were very well kntmathem and those that had, as |
said before, assets or business interests overseas.

MS SHARP: | would like to move to Japan now.
COMMISSIONER: Before you leave Singapore, if yma
MS SHARP: Yes.

COMMISSIONER: Mr Bromberg, one of the questiomnshie nature of the
regulatory approach to casinos and the damagiegtefiat regulations can have on
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the capacity or the viability of a casino. In terof what you have told me about
Singapore, is it the case that since the chantjmitothe nature of the credit
arrangements, that the casinos have survived andlaant or is there a problem
being experienced by reason of that intrusion?

MR BROMBERG: The casinos have survived and thhewibrant. You know,

now we’re talking about the very — it's where thbber hits the road. It's the nub of
the problems for casinos. You have the internatiomarketing departments in each
casino wanting to do as much business as theylppssin and the compliance
department wanting to protect the casino by adbdonocal rules and regulations.

Inherently, that conflict exists at every casinalavide. In Macau certainly in the
boom years, often it was the international markgtiapartment that won out over
the compliance department but, you know, in mamgiojurisdictions the
international marketing department has won outarsequently it's cost the casino
lots of money when they’ve been found in breachutds and regulations.

The problem is how to ensure commercial succeskewlaintaining regulatory
integrity which is an incredibly difficult discussi. In Singapore, you know, the
situation is not perfect, | think, because while lystem has maintained the integrity
of the casinos in Singapore, and has certainlyeptetl Singapore from infiltration of
organised crime in Singapore, it remains to be $@@nthose junkets are possibly
circumventing rules and regulations that existeh®r doing deals outside of
Singapore in Macau or in China.

So it may be that the VIP players are going thdiee question is: are they going
there legitimately or are they still mean by whibby’re receiving credit and being
funded by junkets overseas. And that's a big goesthich remains unresolved and
not just for Singapore, by the way. | would sagtttihat same problem has happened
in every jurisdiction world-wide. So this is, ygnow, how to maintain that
regulatory integrity is a very, very difficult quem and | think that there’s no simple
answer to that question.

COMMISSIONER: Yes, thank you, Mr Bromberg. I'mrsy to interrupt, Ms
Sharp.

MS SHARP: Thank you, Commissioner. Moving nowl&pan, it's right, isn't it,
that Japan is in the midst of a process of legajisi casino or casinos?

MR BROMBERG: That's correct. Somewhat slowly butely.
MS SHARP: And you've been following these devetgmts fairly closely?
MR BROMBERG: That's correct, very closely.

MS SHARP: And where are things up to in Japan?
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MR BROMBERG: Well, Japan has just formed its aw@sino regulatory
commission, which started work on 7 January, aeg #re in the process of
reviewing a policy document which is due to beasél in the first quarter of this
year that will provide some flesh to the boneshefintegrated resorts
implementation law, which was passed a couple afsyago.

So after we get that policy document, we will haweene idea of how the integrated
resorts will be chosen, what form they will takehere can be up to three, we know
that. And we know one other very important faetodapan, is that Japan has stated
that they will not allow junkets in the Japanesmig industry. So that is a huge
decision which has already been taken in accordaitbethe law that was passed in
2016, | think it is.

MS SHARP: Now, in that context of not allowingnkets, are you able to shed any
light on what the target market is for the casipagposing to operate in Japan?

MR BROMBERG: Well, obviously they will be targeg foreign high net worth
individual, high rollers, but equally they will lrenumber of Japanese customers
targeted but one of the reasons for having integregsorts in Japan is to attract
more tourists and attract a more diversified atitpas to visitors.

MS SHARP: We've spoken now about the regulatibjuiokets in a number of
jurisdictions. You have some familiarity with hgunkets are regulated in a jump
jurisdictions and also how they operate in practibe you have any observations
about whether the preferred model — where junketparmitted to operate at all, is
to licence them as oppose to not licence them?

MR BROMBERG: | personally think it's better taéince everybody who is
operating in the casino industry, because | thitgnising is one of the foundations of
a successful, properly regulated industry. Stisfgossible to licence them, that is |
think the best way forward. New Jersey and Singapoe presently the only
jurisdictions that licence their junkets. Now, lmysaid that, balancing the
commercial realities with licensing requirementa isicky subject.

In New Jersey 20 years ago, junket business wgsd#erent to what it is now.
Junket business is a very small part of Just Jergeyning industry now. They have
very strict requirements. In Singapore they hasy gtrict requirements but that
doesn’t mean to say that they can’t be also -ttt can’t be eased, those
requirements couldn’t be eased to some degrd@nH that licensing is important.

A registration system is the first step. Licensiguld be preferable. But it's the
degree to which, or the scope of the investigatat's required to licence
somebody. It has to be somewhat meaningful passibly doesn’t have to be as
intrusive as a full casino licensing investigatid®o that is, | would say, probably the
way forward. Again, not doing any licensing | thilraves one exposed to having
people come in who are not suitable to be invoindtie gaming industry.
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MS SHARP: And when you're talking about licensinghat last answer, are you
meaning to suggest licensing by a government régutet licensing by the casino
operator?

MR BROMBERG: Well, licensing by a gaming regulaitg of course, the
preferred step — way forward but, you know, in tewheconomic reality there could
be a way whereby the casino operator, who opecai@sist in most properly
regulated systems anyway, undertakes very mearibgékground research and
investigation of their junket operators and prositlgose reports to the gaming
operator. It may be the case that a gaming opgagbsimply doesn’t have the
resources or the reach to undertake those invéstiga But certainly some kind of
licensing investigation should be undertaken, inapinion.

MS SHARP: And could | just ask you to clarify ydast answer. You said
certainly it was preferable for the government tatpr to licence as opposed to the
casino operator to licence. Why is that?

MR BROMBERG: Because then you remove the possitaf any missteps by the
casino operator. You are putting the — you arémuthe responsibility of licensing
into the hands of government and, therefore, yke gavay any possibility of poor
decisions by the casino operator that may be heane too close to a particular
junket operator. | think that's always preferable.

MS SHARP: In that last answer, was that basehinway upon a perception that if
a casino operator was to licence a junket, thahtragnflict with some of the other
objectives of the casino operator.

MR BROMBERG: There can always be a conflict dénmest and obviously you
have to have separation of functions even withendésino. So, you know, most
large casinos do have their own independent inya&tséie department, investigations
departments. They have their own independent dange# committees. Those are
very important functions. So, again, you couldiwgeain independent investigations
division solely for licensing of junkets that refsto an independent compliance
committee but meets certain requirements that baee — that are required by the
gaming regulator. But, again, the gaming regulatould have to undertake regular
audits and receive each report to make sure teahttestigation undertaken by the
casino operator was full and thorough and meaningfad | think that’s the crucial
— and one has to remember again, again the opésatot a law enforcement body,
whereas many gaming regulators are. Gaming regalaave access to law
enforcements’ intelligence, casino operators do fAdiat is why a casino operator
can only go so far in terms of their investigataord their due diligence, whereas a
government law enforcement authority can go addher.

COMMISSIONER: Can I just ask you, Mr Bromberdgnow we are coming up to
take a break, but can | just ask you, you indicatadier that in 2013 you worked —
was it with the Massachusetts Gaming Commission?
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MR BROMBERG: That's correct.

COMMISSIONER: And in 2013 are you able to give ameindication in general
terms what you actually did for the Massachuse#isiidg Commission?

MR BROMBERG: Yes. | think most of what Massadattis did during that time is
a matter of public record. So Spectrum Gaming @mwas hired to investigate the
several casino licence applicants in MassachusBitis.one of those in which | took
part was MGM and MGM Macau has — MGM has a Macaraimon and within that
operation one of the key things that we looked &g their relationship with their
Macau junkets. And, in fact, in our report we Highted some what we considered
were deficiencies at the time that the MGM in Magaare not familiar with the
ownership of those junket operators. And this pasly because the ownership was
changing on such a regular basis, but there waterder of other issues that we
investigated at the time and they were all highkghn our report which is available,
| believe, on the Massachusetts Gaming Commissivalssite.

COMMISSIONER: So far as the Massachusetts Ga@mgmission is concerned,
it has an enforcement capacity; is that right?

MR BROMBERG: That's correct.

COMMISSIONER: When you were speaking earliernaf division of regulatory
approach, some regulators do not have the capaocgyforce the law but the
Massachusetts Gaming Commission is one that daesthat capacity, | understand,;
is that right?

MR BROMBERG: That's right. That's correct. Thexrk closely with the local
police in doing that vetting or having that vettifugction. And, in fact, I think most
of the regulatory commissions in the United Statestainly in New Jersey and
nafda, they are law enforcements agencies. Simgathe casino regulatory
authority is a law enforcement agency. So wheltiney are able to get that kind of
intelligence from law enforcement, if they are hmay+ and also with overseas law
enforcement because essentially what they do yssbieup memorandum of
understandings with other lawyer enforcement bod&s that they can share
intelligence.

COMMISSIONER: And the junkets in Massachusetésarthorised by the
commission under one of the chapters of the lathat right? Or are you not aware
of that?

MR BROMBERG: I'm not familiar with how junkets epate in Massachusetts.
Again, we were looking at how the Macau junketsendwing business with the
Macau operation of MGM at that time.

COMMISSIONER: Yes. Thank you, Mr Bromberg. hait a suitable time.
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MS SHARP: | should just indicate | have no furthaestions for this witness.
COMMISSIONER: All right. Any questions from Mrodang?

MR YOUNG: No, we have no questions.

COMMISSIONER: Yes, Ms Higgins?

MS HIGGINS: No.

COMMISSIONER: Mr Finch?

MR FINCH: No, your Honour.

COMMISSIONER: Mr Bromberg, that brings us to ttmnclusion of your evidence
and | would like to thank you very much for firsghpur willingness to assist this
inquiry and secondly to make yourself availablswath an early time in Bangkok.
So we will now adjourn. | will now adjourn and unthen, Ms Sharp?

MS SHARP: Until 10 o’clock tomorrow Commissionahen we have our next
video link. That will be Professor Anthony Cabdtawve will have in the morning
and then in the afternoon we will have ProfessdsdieRows, also by video link.

COMMISSIONER: Thank you, Mr Bromberg. Yes, thamu, | will adjourn.

MR BROMBERG: Thank you, Commissioner.

<THE WITNESS WITHDREW> [1.01 pm]

MATTER ADJOURNED at 1.01 pm UNTIL TUESDAY, 25 FEBRUARY 2020
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