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COMMISSIONER JENKINS: Good morning. Please be seated. Ms Chopping,
would you like to come forward, please. Could you just remain standing. Would you
like to take an oath or an affirmation?

WITNESS: Affirmation, please.
LANIE-MAREE CHOPPING, AFFIRMED
COMMISSIONER JENKINS: Thank you, Ms Chopping. Please take your seat and

make yourself comfortable. Yes, Ms Seaward?

MS SEAWARD: May it please the Commission.

EXAMINATION-IN-CHIEF BY MS SEAWARD

MS SEAWARD: Ms Chopping, you are the Director-General of the Department of
Local Government, Sport and Cultural Industries?

MS CHOPPING: Yes.

MS SEAWARD: You received a witness summons to appear at this Royal
Commission?

MS CHOPPING: Yes.

MS SEAWARD: Attached to that summons, or accompanying it, was a list of
questions and you made a statement in relation to those questions?

MS CHOPPING: Yes.

MS SEAWARD: In front of you should be a copy of a document. Is that a copy of
your witness statement that you prepared, dated 31 August?

MS CHOPPING: Yes.

MS SEAWARD: On the back page, you have signed it?

MS CHOPPING: Yes.

MS SEAWARD: If you turn back two pages, it is a total of 74 paragraphs?

MS CHOPPING: Yes.
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MS SEAWARD: Were there any errors you noted when you were looking at it this
morning?

MS CHOPPING: No.

MS SEAWARD: Are the contents of this witness statement true and correct to the
best of your information, knowledge and belief?

MS CHOPPING: Yes.

MS SEAWARD: May it please the Commission, | tender Ms Chopping's witness
statement which is DLG.0001.0009.0227.

COMMISSIONER JENKINS: The statement of Ms Chopping carrying that number
will be an exhibit in the Commission.

EXHIBIT #DLG.0001.0009.0227 - WITNESS STATEMENT OF LANIE-
MAREE CHOPPING, DATED 31 AUGUST 2021

COMMISSIONER JENKINS: Thank you, Ms Seaward. Yes, Mr Leigh?

MR LEIGH: Thank you, Commissioner.

CROSS-EXAMINATION BY MR LEIGH

MR LEIGH: Ms Chopping, | am one of the Counsel Assisting the Commission. The
first question | have for you is in relation to paragraph 4 of your witness statement,
where you explain that on 31 May 2021 you were directed to act in the position of
Director-General of the Department of Local Government, Sport and Cultural
Industries. For the remainder of this hearing, | will generally refer to that as "the
Department” for ease of reference. You explain you were directed to act as at that
date and your ordinary substantive position is with the Department of Mines,
Industry Regulation and Safety; is that correct?

MS CHOPPING: Yes.
MR LEIGH: Is it right to say the DG position for you is only an acting position?

MS CHOPPING: It is an interim position. So the appointment is for a period of six
months and then the position --- there are a range of Director-General positions that
had been filled at that time, through various rotation or acting interim placements,
and then those positions that are vacant due to retirement of the previous Director-
General will be advertised in due course. One of them has already been
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advertised. This position is yet to be advertised. But, yes, | am the Interim Director-
General of the Department.

MR LEIGH: You explain to us that, for the moment, that is a six-months
appointment but, as yet, no advertising for a permanent position. Is it possible that
might extend to a further six months or longer?

MS CHOPPING: 1 don't have any information about what happens next. All I know
is that my direction to act is for a period of six months.

MR LEIGH: You also explain in your witness statement at paragraph 10 that
although you have very extensive experience as a public servant and a regulator, you
don't have any experience in relation to casino gaming or racing and wagering; is that
correct?

MS CHOPPING: That's correct.

MR LEIGH: You explain that you have taken steps to initiate membership of the
International Association of Gaming Regulators. Can you explain to the
Commissioners, membership for who, the department or the GWC?

MS CHOPPING: So my staff are currently exploring the different versions of
membership that could be created with the international association. | was surprised
we weren't already a member, so I've asked them to explore what our membership
history has been, both for GWC and for the department, and for individuals or as
organisational members. That is yet to be resolved.

MR LEIGH: When you say you were surprised to find out you weren't already a
member, is it your knowledge or understanding that other regulators around Australia
are members?

MS CHOPPING: Some other regulators are members.

MR LEIGH: You mention the membership will allow access to professional
development for you and relevant team members. Who do you encompass in that
description of relevant team members?

MS CHOPPING: It is my strong view that all of the staff who work on gaming-
related matters require capability development. That is definitely part of our forward
work program. Understanding my needs for development, the GWC board members'
needs for development and then cascading downwards, right down to the person who
answers the telephone, in terms of each of their capability requirements for further
professional development is part of the work being undertaken at the moment in the
organisation.

MR LEIGH: In that answer you mentioned GWC board members.
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MS CHOPPING: Yes.

MR LEIGH: Does that mean you are considering or intending that those persons
would also have training through this organisation if it is available?

MS CHOPPING: Definitely. When I first met with the GWC board members at my
very first meeting, | indicated to them | felt that intensive training in relation to
regulation would be beneficial for all members, and a number of the members
indicated they would like to take that opportunity and that is definitely part of our
forward work program. Whether some people, such as myself, would benefit from
greater technical understanding of casino regulation, in particular, or gaming and
racing regulation, other people may benefit from more regulatory theory and
practice, capability, approach-type training. So there will really be a need to assess,
and for individuals to assess their own needs, and then for an assessment to be
undertaken more broadly of what the needs are in the department and across the
GWC board.

MR LEIGH: One of the other things you mention in relation to training is at
paragraph 20 of your statement. You say you have received a presentation from the
SSO, helping explain the legislative framework. You mention that you would
encourage other people to take advantage of that. Are you aware whether any
persons at the GWC have yet taken advantage of that program or training?

MS CHOPPING: 1 do not believe that --- since | have been in the role, | have made
that offer available to people, for people to have further training in relation to the
legislative foundation, the purpose of each of the pieces of legislation that the GWC
is responsible for. That is yet to be accepted. But the GWC members have
prioritised some of the other needs they have had around their strategic planning, for
example. | have no doubt that in due course, when those training programs are
offered, they will be accepted by people. But | have indicated to people that training
would have been available on the day of the strategic planning day. Members felt
they wanted to take a different approach on that day. And that was very early in my
term. But definitely, | asked for the State Solicitor to put together training. Well,
first, | asked General Counsel within the department to put together some training,
but it was clear that General Counsel had not provided that kind of training or
induction for gaming-related matters previously. | then asked her to attend with me
the training session with SSO to get a foundation understanding of the legislative
context.

MR LEIGH: Shifting gears for a moment, at paragraph 18 of your witness statement
you explain that you don't think the chairperson of the GWC and the DG of the
department should be the same person because it would create potential conflicts of
interest in that role. Am | correct in what | read in paragraphs 17 and 18, that you
don't consider such a conflict has yet arisen for you in your discharge of those roles?

MS CHOPPING: 1 think it is a suboptimal arrangement to have a director-general of
a very large department also holding the role of chairperson of a statutory authority,
just simply in terms of the workload that is required. Duncan Ord has, | understand,
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given evidence to that effect previously with the Commission. So it is suboptimal in
terms of the amount of hours that are available in the day to dedicate. | have worked
in statutory authorities with regulatory functions where there has been a full-time
chairperson and a full-time CEO. So | can see the benefit of that kind of model of
having a full-time remunerated chairperson separate to the director-general. More
specifically, obviously, it comes up in relation to issues, for example, where --- it's an
odd scenario to be in where part of the department is delivering compliance and audit
function, for example, and | am representing both the departmental head, as the
accountable authority for the department, as well as the chair role. To date, | haven't
had a conflict because I'm very clear with people about what the expectation is for
their improvement or the change in the way that the functions are achieved. And that
is simpatico, | believe, with the GWC board members' expectations.

MR LEIGH: One of the things you talked about there was the challenge of having a
finite number of hours in a day and how that impacts upon a person who is carrying
out two roles. Do you think the same difficulty can arise in relation to other persons
who are carrying out two roles? Here, | am specifically thinking about a person
carrying out the function of Chief Casino Officer, while simultaneously being the
Executive Director of Racing, Gaming and Liquor. Do you think those same
tensions can arise in terms of resourcing and prioritising in that role as well?

MS CHOPPING: It is very soon in my tenure to be making bold statements about
what | would want to see as a platinum standard in terms of structure, function and
how the department would discharge the responsibilities it has to the GWC. | would
never say no to additional resources that would create a separation between a person
dedicated to deal with the statutory delegated functions and a person to deal with the
executive management functions. It's a step in the right direction, which is one of the
reasons | appointed an executive manager at a senior level, an experienced person to
come and provide some executive functioning between the GWC and the
department. It's hard for me to say yet exactly what the optimal model would be, but
more resources and a greater ability to focus purely on the statutory function versus
the executive function, I think, would be a step in the right direction for the Director-
General role.

MR LEIGH: That answer went into some detail about, as you said, statutory
function versus executive function. | have a similar question, but this time in relation
to people carrying two departmental roles. This Commission heard evidence
yesterday from Ms Sherdiwala in relation to the Chief Finance Officer role. As |
understand that evidence, and | only listened to bits of it, there were instances where,
she explained to the Commission, on occasion she would issue an invoice in her
capacity as Chief Financial Officer for the Department and then subsequently
approve or deal with that invoice herself again as Chief Financial Officer for the
GWC. So that kind of arrangement where a person is, essentially, dealing with
themselves as a finance officer on both sides of the ledger, is that something which
also, in your view, might be suboptimal or create tensions?

MS CHOPPING: | believe it has already --- the information has been provided to the
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Commission through accompanying documents. The interim structure | have put in
place, in consultation with the Public Service Commission, within the department
makes a series of changes in terms of the roles within the department and
responsibilities. Importantly, there is a new Deputy Director-General who oversights
a range of --- well, there are two new Deputy Directors-General. One oversights the
functions of finance and procurement and a range of other corporate services type
functions. He comes in with financial acumen, experience in the past working for
Treasury, most recently working for one of the Government trading enterprises, the
Water Corporation. He started two weeks ago, | believe. He is able to provide
further oversight of our finance and procurement area, but, importantly, look at what
our needs are going forward for both systems, processes, roles and responsibilities.
So, he has started.

Also, | have organised for a placement from Treasury, who | believe has
commenced, so a senior officer from Treasury to assist us with reviewing some of
the ways we work.

Also in relation to the interim structure, we are sitting under the Deputy Director-
General. Portfolio Coordination is a new role titled Executive Director of Strategy,
Accountability and Performance. That person started on Monday. That person's
name is Robyn Ho, who has come to us from the Department of Premier and
Cabinet. Part of her work will be to --- | gave her priorities on Monday. Those
priorities included the need for us to have a very clear understanding of roles,
responsibilities, governance, service level agreements, reporting requirements and
accountability requirements that exist between ourselves and statutory authorities and
boards across the broad agency --- the broad department. | see that as being a really
strong step in the right direction in terms of making sure everybody is absolutely
crystal clear about roles, responsibilities and governance arrangements in terms of
how things should be functioning in relation to such things as the financial
accountability that exists between the department and GWC.

MR LEIGH: Thank you, Ms Chopping.

The next question | will take you to is what you deal with at paragraphs 19 to 24 of
your witness statement, which is the powers, duties and obligations of the GWC. At
paragraph 22a(i), you comment that you don't consider there has been preexisting
policies of the GWC that display a consistent theme or objective. At paragraph 23,
you say one of your most urgent priorities, both as Chairperson and Director-
General, is to clarify those regulatory objectives and philosophies across the GWC
and the Department.

Am | right in understanding from those paragraphs that your intention is to carry out
a wide-ranging and fundamental review of the entirety of what is done by the GWC
and the Department, which | think fits in with your earlier answer as well?

MS CHOPPING: Yes, definitely, and that work has already commenced. Bringing
in a dedicated Executive Director of Racing, Gaming and Liquor who has --- whilst
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she does not yet have, the same as I, the technical detail in the gambling space, that
can be learned. What she does have, importantly, is she is the most, | believe,
qualified person within the Public Service in terms of regulatory reform and
regulatory capability development. She is widely respected amongst her colleagues
and was recommended --- | already knew her. She was recommended to me as being
the best placed person by a number of people who I respect who work in regulation
across Western Australia.

She has immediately hit the ground on the basis that she needs to understand the
current framework, understand how we, as GWC, are discharging that framework
and how the department is operating to ensure that framework is operating
effectively and what changes would need to be made. That starts with having a
crystal clarity across everyone about what is the legislative purpose outlined to the
GWC and then is the current way that legislative purpose is being met, is that the
best way for it to be met. What is the optimal way.

Now, both Germaine Larcombe and myself, and others who have commenced with
the agency and, indeed, people who already work in the department and, indeed, as |
understand it from my GWC colleagues, would agree the current way it is being done
IS not the best way it could be done. We have definitely started on a journey to make
it the gold standard in terms of gaming and racing regulation in Western Australia.

MR LEIGH: This might not be something you can answer at this stage, it might be a
work in progress, but you mentioned "purpose” on a few occasions in that answer.
Are you able to articulate what you currently understand to be the purpose of the
GWC?

MS CHOPPING: My understanding from the legislation is the purpose of the GWC
is to regulate the gaming and wagering system in Western Australia, including the
casino. In doing so, it needs to form --- to keep an overview, an understanding of
what is occurring within the market, to report on any issues of concern to the
minister in relation to the operation of gaming and wagering and the casino in
Western Australia, to undertake recommendations to the minister around his
approval requirements under the legislation, to ensure that the licensing functions
that are conveyed upon the GWC to licence certain operators or participants within
the market are done efficiently and effectively and, importantly, to ensure it
understands the role of gambling within the broader community and that it
understands gambling harm and harm minimisation and how that is to be addressed.

MR LEIGH: | will come back to the issues of harm and harm minimisation a bit
later on.

MS CHOPPING: Okay.

MR LEIGH: At the moment, do you have a sense of how long this reform agenda
will take to implement or is it not possible to say at this point?

PERTH CASINO ROYAL COMMISSION HR3 02.09.2021 MS CHOPPING XXN
BY MR LEIGH
P-3312



10

15

20

25

30

35

40

45

10:21AM

MS CHOPPING: | believe we have already achieved a significant start in relation to
a range of issues that need to be remediated. Those issues include the issues outlined
in the Interim Report from the Royal Commission, the issues raised through internal
review, internal audit and the issues apparent upon arrival within the department.

We are really in a remediation phase at the moment and a restocking phase. There
has been a period of significant disruption to the organisation, obviously, with the
Director-General leaving, retiring, and with the Deputy Director-General Regulation,
who was also the CCO, commencing long-term --- well, being removed from
involvement in racing and gaming matters and then commencing a long period of
leave. Under that person were also other people who carried significant corporate
knowledge who have now gone on long-term leave.

The immediate priority for us is to ensure we address the risk associated with the loss
of corporate knowledge. Remediation around that has meant we have brought in
additional staff on loan from the Department of Premier and Cabinet to document,
document, document. To basically construct, where they don't exist, records of the
ways of working within the organisation, policies and procedures, other important
information that exists mainly within the people who have actually been doing those
jobs. So we are in a remediation phase.

We then move into a planning phase. We have done strategic planning as a GWC,
we have commenced that work. Approved last Friday at the August meeting was the
results of that strategic plan. The executive manager is now progressing that into a
project plan with proposals for priority work and costings associated with that work,
with a view to that being presented at the September 2021 meeting for the GWC to
identify the priorities and then confirm which matters will be taken forward in terms
of implementation.

I can't say when --- because | am not sure exactly what the GWC will prioritise and,
obviously, the costings associated with that work, I'm not sure when the
implementation will occur. But what | can say, hand on heart, is the organisation has
significantly progressed in the 12 weeks | have been there and you can tell the
difference from the remediation already.

MR LEIGH: So, September is obviously shaping up to be a significant milestone
then, in terms of assessing where to next from the GWC's perspective?

MS CHOPPING: From a GWC perspective.
MR LEIGH: Yes.

MS CHOPPING: They will be presented, yes, with our assessment of the work they
did in strategic planning. But also, importantly, the work we have done internally
and what we think needs to be done as well. Because the people who work internally
and who have come in internally have a particular understanding of some of the
things that need to be done within the organisation, and that needs to be
communicated clearly to the GWC as part of any consideration about what the
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priorities are going forward.

MR LEIGH: You have detailed a significant amount of information in your answer
about the work the department is doing, documentation of the work, work with the
GWC. One of the things you haven't yet mentioned is in terms of, perhaps, the
relationship between the regulator and the casino.

MS CHOPPING: Yes.

MR LEIGH: You touch on that at paragraph 22b of your statement, where you say
you formed the view that there had been "a large amount of trust and confidence"
placed in the licensee in the past. It may be too early for you to answer this question
now, but are you able to comment as to whether you have a preliminary view as to
whether that level of trust was excessive?

MS CHOPPING: Yes, | think that level of trust was excessive.

MR LEIGH: Do you consider that perhaps the attitude or approach from the
regulator to the casino is evolving and changing and, if so, how?

MS CHOPPING: 1 definitely think there is exposure in relation to some of the
shortcomings of the department. There is definitely some exposure on some of the
shortcomings of the GWC. 1 think, in having that exposure and in having fresh eyes
asking questions, there are some moments of realisation within the GWC board
members and within the departmental staff that they were perhaps not as suspicious
as they should have been in relation to the GWC members, in terms of the
information that was put to them by the regulated entity or, indeed, by the staff
within the department.

There is definitely a healthy level now, | believe, of discussion going on in relation to
issues, for example, of independent verification. |, personally, have been very strong
in asking departmental staff, when providing papers, to provide a range of additional
information that wasn't apparent in papers previously and to attest to the veracity of
the independent verification or otherwise of assessments being undertaken in relation
to information provided by the regulators.

MR LEIGH: Ina moment I will ask you to give an indication, perhaps, at a high
level as to what you consider to be an appropriate regulatory posture for a regulator
like the GWC to adopt in respect of a statutory (inaudible) enterprise like the Perth
Casino. But while you think about that issue or that question, I will draw your
attention to what was said by Mr Duncan Ord, the previous Director-General, in his
first witness statement to this Commission. He said of the GWC's purpose:

..... specifically of protecting the public interest and being a model regulator that uses
power with the presumption in favour of education and improvement over
punishment.
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For the transcript, that is DLG.0001.0002.0001 at 49(d). My question to you is:
thinking about the posture to be adopted by a regulator, do you agree with that
approach, that a regulator should be one with a presumption against punishment?

MS CHOPPING: No.

MR LEIGH: What is your view as to what is an appropriate posture for a regulator
to adopt?

MS CHOPPING: I think a regulator needs to understand the regulated entity,
understand the market in which the regulated entity operates and understand the
harms that may eventuate within that market. They need to have a very deep and
clear understanding of harms. From there, they then need to understand which harms
they will focus on addressing and how they might go about addressing those harms.
Well, firstly, they need to understand the prevalence of the harms and then
understand how they will address the harms.

In addressing the harms, the ability to be able to address the harms will depend on a
range of factors, including the nature of the regulated entity. If the regulated entity
shows a propensity towards compliance and is able to be independently assessed as
compliant, without the need for enforcement at the higher order, in terms of
disciplinary action or licence suspension or any of these higher order interventions, if
they are able to be independently verified as compliant through education and
through corrective action or through any number of other intervention tools, then so
be it. But it shouldn't be that the approach should always be softly, softly,
particularly if softly, softly is not resulting in your regulatory purpose.

Now, it is too soon for me to tell whether or not the regulatory purpose has or has not
been achieved in relation to all of the responsibilities of GWC. Some, it appears it
may not be the case, but it is too soon for me to tell in any fulsome way. But
definitely, I am a very strong subscriber to the idea that you use all of the tools
available to you as a regulator to achieve compliance, but that having a deep
understanding of the market, the harms and the regulated entity is the best starting
point for that.

MR LEIGH: Thank you, Ms Chopping. You note at paragraph 22d of your
statement that the GWC doesn't, to your present understanding, appear to have had
any preexisting policies in respect of junkets, money laundering and criminal
infiltration of the casino, consistent with the view then held that it came within the
remit of other regulators. What is your view today as to whether or not those matters
come within the remit of the GWC?

MS CHOPPING: 1 think there is a significant amount of work to be done with the
other regulatory agencies responsible for, for example, anti-money laundering,
identification. That is definitely on our work program. So the degree --- my current
view is there is a co-regulatory responsibility for money laundering and that it is not
uncommon for regulators to want to have a very strict understanding of what is their
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responsibility and what is someone else's responsibility because regulatory work is
complex work and staying in your lane is often the case.

In my experience, the best way for us to discharge our responsibilities as regulators is
to work firmly hand-in-glove with our co-regulators in any space. In my
background, that has been very much the case in situations such as product safety
and fraud. All those kinds of areas have always had co-regulatory responsibilities
that are clearly outlined, and an intention is expressed and understood around
information sharing and around who will do what to who.

MR LEIGH: To put it in short summary ---
MS CHOPPING: Sorry.

MR LEIGH: No, no. If it is co-regulation, that obviously means others may have a
part to play too, but the GWC has a role to play in each of those areas?

MS CHOPPING: | believe the GWC has a role to play in relation to that area, those
areas. | have sought advice from the State Solicitor.

MR LEIGH: Don't let us know the content of that advice.

MS CHOPPING: I'm not going to. In relation to how we might best go about
discharging our responsibilities.

MR LEIGH: You mention in your witness statement some information about anti-
money laundering and programs that are going on in relation to that. We will come
to that a little later.

I want to ask in relation to junkets and casino infiltration by criminal elements, are
those matters where you consider there might be scope as well for the department
and GWC to develop audit programs? Likewise --- and you are nodding as that
answer.

MS CHOPPING: Sorry.

MR LEIGH: Likewise, in relation to Responsible Service of Gaming and Harm
Minimisation, are those things that also could be provided with an audit program?

MS CHOPPING: Yes.

MR LEIGH: Moving away from those series of questions, | will take you to
paragraph 24b of your statement, where you explain that you have tasked, Ms
Larcombe, who is now the ED RGL to separate officers, so they work solely on
liquor, on the one hand, or racing and gaming, on the other. My question is: does
that include inspectors, such that there might now be people who are carrying out
inspection functions solely as casino inspectors, or is that something different?
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MS CHOPPING: That does include inspectors. So part of my request to Germaine
has been to separate racing and gaming from liquor and then to hygienically seal the
casino functions within the racing and gaming area, so we can focus those people on
exactly the tasks that need to be completed. In my experience, and I'm not saying
this is what has happened here but in my experience, there is a tendency amongst
inspectors to sometimes gravitate towards inspections that are less onerous. So being
able to make sure you have a robust, supervised audit program that is well-thought
out and approved by the Gaming and Wagering Commission, the best way to do that
is have small numbers of skilled people who you are able to develop. You can have
appropriate systems and processes in place and there is no necessity for those people
to be liquor inspectors.

MR LEIGH: Thank you, Ms Chopping.

Now, I can have it on the screen for you to review, if you like, but I have in mind one
of the documents you gave to us as part of your witness statement, which is the draft
response to the Auditor-General's report, where they had looked at the tax
verification being carried out by Departmental officers. | can have it on the screen if
you want, but the only point | want to draw to your attention is the comment in the
draft response which says "the review recommends the reintroduction of a dedicated
inspection presence at the casino”. Does that mean the Department is also thinking
about making it 24-hour-a-day supervision at the casino?

MS CHOPPING: 1 think I indicated previously we are looking at our regulatory
function from end-to-end and nothing is out of the question in terms of what we
would propose to the GWC in terms of what would be a way forward in terms of
what would achieve the best practice for them. But it is way too soon to say whether
or not that would actually be a proposal or, indeed, whether or not it would be the
one that GWC decides to go with. Yes, we are considering all options in terms of the
way in which the casino is regulated.

MR LEIGH: You said before you think it is a good idea to have small numbers of
skilled inspectors carrying out particular tasks. Has there been any decision made, or
is it still in the process of being decided, how many inspectors will be that small
number at the casino?

MS CHOPPING: | have started familiarising myself with the historical information
in relation to the Department of Racing, Gaming and Liquor and the numbers that
existed some time ago and the numbers that exist now. And | would be highly
surprised if our review of the regulatory arrangements for the casino didn't include
additional staff. Whether that includes additional inspectors, employed in the same
way they are currently employed, it's too soon to tell.

MR LEIGH: Moving to 24c in your statement, in relation to a costing model which
you have directed officers develop for the purpose of the GWC. | want to understand
the parameters that will be involved in the costing model. Is it your intention to try
to ascertain the actual time spent by persons doing GWC and then work out the
actually
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salary costs of those persons, plus actual overhead costs, rather than doing an
aggregated cost and then dividing by areas?

MS CHOPPING: Yes.

MR LEIGH: Thank you. Is that the same point you pick up generally at paragraphs
57 and 60 of your witness statement, where you talk about wanting to see the
development of a service level agreement setting out the terms and expectations by
which the Department provides services to the GWC and seeks cost recovery for
those services?

MS CHOPPING: Yes.

MR LEIGH: That will ultimately be a written agreement in accordance with what is
contemplated by section 18 of the GWC Act? | can bring that up, if you would like
to see that provision?

MS CHOPPING: It will be a written agreement and it will ensure compliance with
the legislation, yes.

MR LEIGH: Thank you. One last question on this area. You mentioned earlier that
there was a new person, I'm not sure if it was an executive manager or general
manager now allocated to the GWC. Is that Ms Sophie O'Keefe?

MS CHOPPING: Yes.

MR LEIGH: Can you explain in a little more detail for the benefit of the
Commissioners what is contemplated to be entailed in Ms O'Keefe's position?

MS CHOPPING: When I first arrived, what struck me as unusual was that some of
the issues that had emerged appeared to be because there was a lack of clear
governance arrangements between the GWC and the Department who were
delivering services on behalf of the GWC. So | asked the question as to who is
responsible for the governance, the roles and responsibilities, the planning, how
GWOC functions, their strategic plan, their annual report, et cetera, and | wasn't able to
find a clear answer. | was given a mixture of answers between, oh, we sort of share
the work around within the strategic regulation area or within the regulatory division
that the previous Deputy Director-General operated. So, clearly, from my very first
meeting with the GWC members, clearly there were screaming issues in terms of a
lack of understanding around governance issues, roles and responsibilities, induction,
the basics. A lot of the things they came up with at their strategic planning day with
GWC members are the kind of things you would expect to see in a well-functioning
governance arrangement.

Sophie has been appointed to undertake those kinds of --- to deliver those kinds of
things, to ensure they have a strategic plan, that the strategic plan is actually on point
and addresses the things they need to address, that there is an actual implementation
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plan for that and that there is appropriate governance systems operating. That will
include things like improvements in the agenda packs that are provided to GWC
members in terms of quality, timeliness, context, the way that papers are put together
and other enhancements. So GWC members would like to see a digitisation through
a software package, so they are able to access information in a better, more modern
way. Sophie will be responsible for some of the project work that goes around
making GWC function more effectively.

MR LEIGH: It is envisioned at this stage that Sophie will be doing, as you say, a lot
of project work. Once those projects are completed, is it envisioned that she will
remain on or is it uncertain at this stage?

MS CHOPPING: I am here for six months and the people --- so the Deputy
Directors-General are appointed for six months. The structure is an interim structure
that is subject to approval from the Public Sector Commissioner. If I am here and the
Deputy Directors-General are here, then myself, as the employing authority of
Sophie's position, will be --- | can't imagine a circumstance where that position
would not be made a permanent role. Whether Sophie will be doing the job or not,
however, will depend on recruitment arrangements. She's there for six months at this
point on secondment.

MR LEIGH: Thank you.

Moving now to another matter which is quite a discrete question. That is in relation
to an MOU currently in existence with the Department and the Department of
Communities.

MS CHOPPING: Yes.

MR LEIGH: You mention in your witness statement that that MOU has essentially
expired at the moment. The PCRC has been provided with a proposed MOU from
the Department of Communities, which is proposing additional funding of $500,000
for the next three years. You say, | think, it is paragraph 29 of your statement that
you are yet to consider the MOU. s there any reason that hasn't yet been
considered?

MS CHOPPING: To the best of my knowledge, it hadn't been submitted to me when
the statement was being prepared. Whether or not it is in my office of the Director-
General, awaiting my consideration, it likely is because it has now been the subject
of this, but I don't know why it hadn't come to me yet. | can't answer that.

MR LEIGH: | might be putting you on the spot, you may have to reflect upon this,
but if it is waiting for you back at your office when you return, do you have a present
view as to whether that MOU will be extended or is that yet to be decided?

MS CHOPPING: So that will need to be --- the MOU for financial counselling
services, | believe, should be extended. The Problem Gambling Support Services
Committee, | think, needs to --- it is working on a range of things, including its terms
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of reference and consolidation of membership. Erin Gauntlett, the other Deputy
Director-General within the Department and also the ministerially appointed Deputy
Chair of the GWC, has been appointed as the new chair of that subcommittee. Part
of their work, obviously, is to do the terms of reference and planning work, but also
to commission research in relation to gambling harm. Part of that will look at the
issue of ongoing funding in relation to financial counselling.

Having reviewed the content of the program, I'm familiar with financial counselling
because | have worked in community legal centres that operate financial counselling
services. | was surprised to find the ratio of people reporting problem gambling was
0.8 per cent, which surprised me because, in my experience, | would have thought
that number would have been higher. | can't see any reason why financial
counselling support wouldn't continue.

MR LEIGH: Thank you, Ms Chopping.

The other question | have we may not need to go into in detail, based on your earlier
answer. Itis in relation to Mr Connolly. You mentioned previously that Mr
Connolly is no longer working in the racing, gaming and liquor area. | think you
mention this at paragraph 41 of your witness statement. You say he has been
transferred to a new position and will not be returning.

MR MALONE: Commissioners, that paragraph is subject to a non-publication order
as at this morning, in relation to it being shown on the public screens.

COMMISSIONER JENKINS: Fine. Was it paragraph 41?
MR LEIGH: Yes, Commissioner.

COMMISSIONER JENKINS: For the time being, can paragraph 41 not be shown
on the public screens. Thank you.

MR LEIGH: | don't need to go into this line of questioning, depending on your
answer to my next question. Do | understand what you say at that paragraph to mean
that Mr Connolly's transfer is permanent and he will not, while you are the DG, be
transferring back to racing, gaming and liquor?

MS CHOPPING: Whilst | am the Director-General, he will not be working in
racing, gaming and liquor upon his return. If he does, indeed, return from leave to
the Department, he will not be working in racing, gaming and liquor.

MR LEIGH: | will move to questions in relation to the capabilities of GWC
members and the CCO. At paragraphs 46 to 48 of your witness statement, you deal
with the appointment of the Chief Casino Officer, or the CCO. You don't expressly
say so in your witness statement, but is it your understanding that the appointment of
that person is a responsibility that falls to you as DG?
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MS CHOPPING: Yes, yes, it is, because the person is appointed under the Public
Sector Management Act and, yes, | employ the person. | understand that is the case.

MR LEIGH: | guess as a corollary of that understanding, it is your view that is not a
role for the GWC to perform to appoint that person?

MS CHOPPING: Not at this stage. But I also --- yes, not at this stage.

MR LEIGH: Again, without going into the content of any advice you may have
received, is that a subject in respect of which you have received advice, the proper
person for the appointment of the CCO?

MS CHOPPING: The proper process for the appointment of the CCO?

MR LEIGH: As to which person should be the person who appoints the CCO,
whether it should be you as Director-General or, alternatively, the GWC as an entity?

MS CHOPPING: | have received preliminary advice. | ---

MR LEIGH: | won't take that any further.

MS CHOPPING: Okay.

MR LEIGH: | was just curious as to whether that was a matter being considered.
MS CHOPPING: Yes.

MR LEIGH: The next question is in relation to the appointment of Ms Larcombe.
Did the GWC members have any input into her appointment before that selection
was made?

MS CHOPPING: 1 provided the GWC with a presentation on my intentions and the
approved interim structure | have developed in consultation with the Public Sector
Commission. That included the establishment of a unique new position of Executive
Director of Racing, Gaming and Liquor and the full senior executive service
contingent of the new structure, which meant the temporary level 9 position that held
the CCO delegation came to an end on 30 June. The question then for me was where
would the CCO role best fit after the new structure had been put into place.

MR LEIGH: I might not be making myself clear in terms of my question.

MS CHOPPING: Yes.

MR LEIGH: What I'm really asking is, in terms of the identity of the person, did you
seek the views of the GWC?

MS CHOPPING: No.
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MR LEIGH: Did you let them know beforehand who it was going to be, in case they
could comment?

MS CHOPPING: 1 said to them | was looking for the person who would be best
placed to be the ED of Racing, Gaming and Liquor under the current circumstances
we found ourselves in and | would do my best to have someone who would be able
to have a focus in relation to the areas that were being identified as problems. But,
no, | didn't ask them to review --- they are not the employing authority for the ED,
Racing, Gaming and Liquor, so | didn't ask them to review any content prior to the
appointment.

MR LEIGH: You would accept it is of critical importance to ensure there is a good
working relationship between the GWC and the CCO?

MS CHOPPING: Yes.

MR LEIGH: This is even more likely to be the case in the future, if the GWC takes a
stronger stance on oversight of the CCO? | think you flag that at paragraphs 61 and
62 of your witness statement. You suggest there hadn't been very much oversight in
the past and, if | read your statement correctly, suggest there might be stronger
oversight in the future?

MS CHOPPING: When | say "oversight", | am not referring to a
supervisor/supervisee type relationship. That's not what | am referring to. 1 think
there is a good --- sorry, can you ask the question again?

MR LEIGH: What I'm really driving at is in circumstances where the GWC is
highly dependent on the CCO, they have a very close working relationship, do you
think it might be better, as an ideal practice, for the GWC to have input as to which
person will be the CCO or, at the very least, to have the proposed CCO told to the
GWC so they can raise any concerns they might have as to that person being
appointed?

MS CHOPPING: | hadn't considered that but I would be open to that and | would be
open to discussing that with the GWC and with the Public Sector Commissioner and
with the Deputy Director-General, who is responsible for the employment, is the
supervisor of the person who holds that position in the organisation.

MR LEIGH: In that case, | move on to ask you more detail about what you discuss
at paragraph 51 of your witness statement, which is the anti-money laundering audit
proposal. If I read it correctly, the plan is that each year an AML expert will be
appointed. That person will go through and audit the bank accounts from the casino.
They will confirm that the Casino Manual properly reflects the AML program the
casino has and then they will produce an audit program, which inspectors will then
audit for the forthcoming year. Is that correct?

MS CHOPPING: | have asked very early on, upon my arrival, for quotations to be
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sought on the engagement of external experts to review the current AML/CTF
arrangements in place, to then understand the information that has been provided by
the regulated entity and to provide advice on the compliance state, and the degree to
which a design of the audit program --- how far that will go, in terms of whether that
would design an audit program for our current inspectors to inspect versus a different
form of audit that might exist in the future, | don't --- so that last part, I think, needs
some further work. There definitely will be an audit program recommended as part
of that work, but whether or not it ends up being the inspectors themselves doing that
work or whether there is some other way that gets achieved, | couldn't confirm that at
this point. It's under development.

The costings associated with doing that need to come back to GWC as part of the
prioritisation of what they need to --- what we, as GWC, need to authorise as work to
be done by the Department to meet our regulatory purpose in the best possible way.

MR LEIGH: Your point about costings leads me to my next question, which is in
terms of whether there has been any analysis by the Department or GWC to try to
ascertain whether a program of making use of external consultants will be more cost-
effective or efficient than attempting to have staff brought inhouse with perhaps the
same skill sets. I'm not sure if that has been considered?

MS CHOPPING: | think the starting point assumption | had was that the level of
expertise that is required to do the work in a highly specialised area is unlikely to be
able to be brought inhouse in terms of Public Service wages, so getting expertise
externally was our starting point. Indeed, not to say we wouldn't look at being able
to employ someone internally. If that was made available as an option, we could
definitely look at that, to put that to GWC.

MR LEIGH: My last question in relation to that issue. There is discussion about the
AML program in your witness statement. Are you open to considering similar types
of programs with perhaps consultants building a scope of audit or similar for those
other matters you mentioned earlier in your evidence today, junkets, infiltration of
the casino and possibly minimisation of harm from gambling?

MS CHOPPING: Yes.

MR LEIGH: | move on now to questions about the Department's auditing of the
casino's taxable revenue. | have already mentioned the draft response the
Department put together responding to the Auditor-General's review of the current
process by which the casino taxable revenue is checked. Are you aware in that draft
response there is a proposal to engage an accredited testing facility to carry out a
review of Crown's systems and, essentially, repeat a review last done in 2017?

MS CHOPPING: Yes.

MR LEIGH: Have you been made aware the report for that 2017 audit contains
multiple recommendations for things it was said the Department or GWC should
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implement, which recommendations were themselves a repeat of 2015
recommendations?

MS CHOPPING: | am not aware of that. | am not aware --- sorry, I'm not aware of
the detail of that. | have specifically asked the question, when | became aware that
the work --- well, firstly, | asked the question as to whether the work was being
independently verified and | was told it wasn't. Then I asked the question of whether
or not --- why not, and | wasn't able to get an answer. When | asked the question of
when was the last --- well, has it ever been done, | was advised it had been done but
the last time it had been done was 2017. So I asked why that was and no one was
able to provide me with an answer to that question. Then | said that and anything
else done in 2017 and has not been done in the intervening period, the GWC needs to
have full line of sight of that, please report back. That is a current action for the
department.

MR LEIGH: I won't have it on the screen but for the benefit of the transcript, the
2015 report is GWC.0002.0008.0001 and the 2017 report is DLG.8001.0045.5733. |
appreciate your answer that you hadn't seen those reports and had not been told about
the recommendations in those reports not being implemented.

My question now, of course, given what | have told you about these apparent
recommendations not being implemented, what can you let the Commissioners know
about your intention to ensure those recommendations are reviewed and, if
appropriate, implemented?

MS CHOPPING: Earlier on today, | outlined that the new structure of the
organisation includes two new Deputy Directors-General who are responsible for ---
one is responsible for portfolio coordination, the other one is responsible for portfolio
capability. That person, Cory Dykstra, has now appointed on an interim basis,
Robyn Ho, who comes on secondment from the Department of Premier and Cabinet.
Part of her role is overseeing the audit area. | have made it clear to her that
understanding the full gambit of all audit and review work that has been undertaken
and the recommendations from both the Office of Auditor-General but also from
internal audit and also from within the operational areas, audits or reviews that have
been undertaken and recommendations, are clearly understood, that there is a clear
line of sight and a clear implementation plan and tracking and reporting in relation to
those issues, both reporting upline, so that I am able to report to our ministers but,
importantly, uplined to GWC and, indeed, to other statutory authorities that are
involved with the organisation. So that will be one of the elements of the work she
will be doing.

I have also commenced regular meetings with the Chair of our idependent Audit and
Risk Committee since my arrival and have had several free and very frank
discussions with him about what needs to happen within the Department to address
the internal audit findings and the Office of Auditor-General findings. | have also
met recently and intend to --- we have agreed to meet, | believe, quarterly with the
Auditor-General herself to discuss the situation in terms of our ongoing concerns in
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relation to our addressing of audit findings.

I have committed to both Ms Spencer and Mr Piper that we will improve the audit
culture of the Department, and that includes ensuring that every single staff member
in the organisation has an appreciation of the importance of audit, the importance of
the management response being implemented and that people need to --- and we
have systems and processes in place now that will assist that. So the ones I just
referred to, plus a training program to be designed and delivered across the
organisation in relation to audit, understanding audit, the importance of audit and the
risks associated with us not implementing recommendations from audits.

I could not be more --- as you can --- | am very passionate about the need for
regulators, in particular, but for all public servants, to be absolutely diligent about
their response to audit.

MR LEIGH: Thank you, Ms Chopping.

You would be aware that one of the issues that came out of the Victorian Royal
Commission was the concern that Crown had been incorrectly claiming expenses and
using them to deduct against casino revenue. Are you aware of that?

MS CHOPPING: Yes.

MR LEIGH: Are you aware as w