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COMMISSIONS OF INQUIRY ACT

BAHAMA ISLANDS

ELIZABETH THE SECOND by the Grace of God, of the United Kingdom
of Great Britain and Northern Ireland and of Her other Realms and
Territories Queen, Head of the Commonwealth, Defender of the Faith.

(Public Seal)

To

R. F. A. GREY,
Governor.

Sir  Bacon, Knight.
Robin Ernest  Esquire, Ph.D., LL.B., Barrister-at-Law.
John Edward O'Connell, Esquire. Detective Superintendent, Metropolitan

Police.
WHEREAS WE have deemed it expedient, for divers good causes and con-

 that a diligent and full inquiry should forthwith be made into
the manner in which the business of the casinos operated in Freeport by
Bahamas Amusements Limited and in Nassau by Paradise Enterprises
Limited has been and is being conducted under Certificates of Exemption
under section 257(10) of The Penal Code (Chapter 48), with special reference

(a) the suitability of persons employed in or in connection with that
business and the connections, if any, of any such persons with unde-
sirable associates within the Colony or elsewhere ;

 whether the legislation regarding casino gambling in the Colony and
the administration thereof are adequate and in particular whether
there is reason to believe that persons within the Colony or elsewhere
have been able or would be likely to be able to obtain improper
benefit from the profits of casino gambling ;

 whether any former or present member of the Government or of the
Legislature at any time since 1962 received or agreed to receive any
direct pecuniary benefit from the operation of casinos in the country
or the introduction or maintenance

 the accounts of the Companies and the methods of calculating and
distributing profits and the recipients of  profits ;

 any payments not disclosed in the accounts made by the Companies
or either of them or any person employed by them or either of them
to any other Company or person.

KNOW YE  that, reposing great trust and confidence  your
zeal, discretion and integrity, We by these presents authorise and appoint
you, or any two or more of you as soon a.s may be to make a di l igent and
full inquiry into the aforesaid matters and to make such recommendations as
you may deem expedient for the proper control of the business of casinos
in the
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AND WE do by these presents give and grant to you or any two or more
of you, all the powers conferred on Commissioners by The Commissions of

 Act for the purpose of making the aforesaid inquiry, and We require
that within three months after the date of this commission you do certify to
Us, under your hands, or under the hands of any two or more of you, your
several proceedings, and your opinion and recommendations on the
and this commission shall continue in full  although the proceedings
thereunder shall not be continued by adjournment from time to time, and
you or any two or more of you, may from time to time, if you see fit, without
waiting for your full and complete report, certify your several proceedings as
the same shall be respectively perfected  and We hereby command
Government  and other persons  within the Colony, that
they be assistant to you and each of you in the  of these presents,
and We appoint you

Sir  Bacon, Knight
 be the President of this commission, and give and grant to you the powers

conferred on such a President by The Commissions of Inquiry Act.
IN TESTIMONY WHEREOF WE have caused these Our Letters to be made

patent and the Public Seal of Our Colony to be hereunto affixed.
WITNESS His Excellency Sir Ralph Francis  Grey, Knight Grand

Cross of the Most Distinguished Order of Saint Michael and Saint George,
Knight Commander in The Royal Victorian Order, Officer of The Most
Excellent Order of the British Empire, Governor and
in and over the Bahama Islands this Fourth day of March, 1967.

BY  COMMAND

W.  SWEETING,
Chief Secretary.
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Nassau,
New Providence,

Bahama Islands.

By Order of His Excellency the Governor the time specified in the within
written Commission for the execution of the same is hereby extended until the
31st day of October, 1967.

W. H. SWEETING,
Chief

 June, 1967.
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COMMISSIONS OF INQUIRY ACT
(Chapter 180)

ADDITION TO PERSONS NAMED IN COMMISSION

In exercise of the powers  upon the Governor by section 3
of The Commissions of Inquiry Act, I, Ralph Francis Alnwick Grey, Knight
Grand Cross of the Most Distinguished Order of Saint Michael and Saint
George, Knight Commander in the Royal Victorian Order, Officer of the
Most Excellent Order of the British  Governor and

 in and over the Bahama Islands hereby add
Joseph Algernon  Esquire, Q.C.

to the persons named in the Commission issued by me under my hand and
the Public Seal on the fourth day of March 1967 to

Sir  Bacon, Knight
Robin Ernest  Esquire, Ph.D.,  Barrister-at-Law, and
John Edward O'Connell, Esquire, Detective Superintendent, Metropolitan

Police.

Given under my hand and the Public Seal this 9th day of March, 1967.

(PUBLIC SEAL.)

R. F. A. GREY,
Governor.



COMMISSIONS OF INQUIRY ACT
(Chapter 180)

ADDITION TO PERSONS NAMED IN COMMISSION

In exercise of the powers conferred upon the Governor by section 3 of
The Commissions of Inquiry Act, I, Ralph Francis Alnwick Grey, Knight
Grand Cross of the Most Distinguished Order of Saint Michael and Saint
George, Knight Commander in the Royal Victorian Order, Officer of the
Most Excellent Order of the British Empire, Governor and
Chief in and over the Bahama Islands hereby add

Vernon Turley, Esquire
to the persons named in the commission issued by me under my hand and
the Public Seal on the Fourth day of March, 1967 to

Sir Ranulph Bacon, Knight
Robin Ernest  Esquire, Ph.D., LL.B.,  and
John Edward  Esquire, Detective Superintendent, Metropolitan

Police
to whom was added

Joseph Algernon  Esquire, Q.C.
by Instrument issued by me under my hand and the Public Seal on the
Ninth day of March 1967.

Given under my hand and the Public Seal this 10th day of August, 1967.

(PUBLIC SEAL.)

R. F. A. GREY,
Governor.
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YOUR EXCELLENCY,

The appointment of this Commission was made under a warrant signed
and issued by you on 4th March, 1967, which is reproduced at the head of
this Report.

The members of the Commission assembled in Nassau on Sunday
12th March and took the oath before you on 13th March.

The first hearing of the Commission was held in the Victoria
Nassau on 16th March when the rules formulated by the Commission were
read out. Before the hearing formally  representations were made
by Counsel appearing for witnesses that the accommodation provided for
them was totally  and the Commission agreed to look for alterna-
tive premises. The Commissioners did feel that members of the local Bar
who were associated with these representations could have made their views
known to the Attorney General or to the Secretary to the Commission
before 16th March. This would have saved the Commission the indignity
of searching for new quarters in a city which was at that time unfamiliar to
them. Alternative accommodation was found that afternoon and the hearings
were resumed on 17th March in the Carlton House Hotel and continued there
until 23rd March when the Commission adjourned to Freeport. Following
the Easter  hearings in Freeport were held at the Kings Inn Hotel
and continued there until 7th April. The Commission then returned to
Nassau and hearings were resumed  from 10th April until 21st
when they were adjourned until a date to be decided later.

After consultations in London following their return, the Commissioners
agreed that they were not sufficiently expert to examine, in detail, the
complex accounts structure of the Grand Bahama Port Authority and its
subsidiary companies. They decided with the agreement of Your Excellency
that a further Commissioner with an accounting background should be
appointed. Mr. Vernon Turley, a member of a Canadian firm, was chosen as
it was  that a Canadian would be familiar with the American accounting
system in use on Grand Bahama. On 10th August Mr. Turley was appointed,
and he and two assisting accountants proceeded to Grand Bahama where
they commenced the complicated task of examining the relevant company
books.

The Commissioners returned to Nassau on 12th August and their first
session was held in the Supreme Court on 14th August and continued
there until Friday, 8th  when the Commission was adjourned.

We intended at the outset to hold as many of the hearings as was possible
in public, but we received requests from some of the witnesses to give at
least a part of their evidence in camera. Some witnesses told us that in the
interest of the security of the  others because they felt that their
evidence could be self  they would only give us parts of
evidence in private. We therefore  to these requests and heard six

 in camera.
The Commission sat for 45 days and dur ing that time heard evidence

from 54  some of whom appeared several times. Documents to
 number of  were  in open court and 7 in private. In addition

to this, the Commission read a vast quantity of material made available
to them by the Royal Bahamas Police and the American authorities.
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The Commission remained in Nassau for a further four days, and during
this time they had lengthy consultations on their Report on the principles
on which they achieved complete unanimity. The Commissioners then went
their various ways and the Commissioners from the United Kingdom had a
number of meetings in London where a draft Report was prepared and
submitted to the Commissioners in Trinidad and Canada to incorporate
their observations. This Report has now been signed by all five Commis-
sioners and we present it herewith for Your Excellency's consideration.
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CHAPTER I

INTRODUCTION

Existing Legislation
1. We are required under our terms of reference to consider whether

legislation regarding casino gambling in the Bahama Islands and the
administration thereof are adequate. Apart from matters of taxation, the
entire statute law relating to the operation of lotteries and gaming houses
in the Colony for the purpose of gain is to be found in a single provision in
the Penal Code.

2. The holding of lotteries and gaming had first been made illegal in
the Colony by the Lotteries Prohibition Act of 1901. In 1905 this Act
was repealed and replaced by the Lotteries and Gaming Act of that
which set out the prohibition in more comprehensive terms. The 1905 Act
was itself repealed by the Penal Code (Chapter 48) which was enacted on
1st January, 1924, and came into operation on 1st January, 1927. What is
now Section  of the Code reproduced in substance the prohibition
contained in the 1905 Act. We set out the terms of that provision as it
stood until 1939 when it was amended by the addition of a further

 (1) Whoever, for the purposes of gain, whether direct or
(a) carries on a lottery

 keeps a gaming house,
 be guilty of an offence against this section and shall be liable on

first conviction to a fine of five hundred pounds or to imprisonment for
one year or to both such fine and imprisonment and on a second or
subsequent conviction shall be liable to a fine of one thousand pounds
and shall be sentenced to imprisonment for a term not exceeding two
years. (The penalties here set out are those provided by the Penal Code
Amendment Act, 1953, S. 2. (12 of

(2) A lottery carried on for the purpose of raising money, although
not for the gain of the persons promoting it, shall be deemed to be carried
on for gain within the meaning of this section.

(3) Whoever appears, acts or behaves as having the conduct, manage-
ment or control  a lottery shall be deemed to be a person carrying on
such lottery.

(4) Whoever appears, acts or behaves as having the conduct, manage-
ment or control of any gaming house, shall be deemed to keep such a
gaming house.

(5) The owner of any house or premises, or any tenant, lessee or
occupier thereof, or any part thereof, who knowingly permits such
house or any part thereof to be kept for gain as a gaining house, or to
be used for the purpose of a lottery carried on for gain shall be liable
to the same proceedings and penalties as the person actually carrying on
such lottery or keeping such gaming house.
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(6) The keeping of any house or premises for gam as a gaming house
or the use thereof for the purposes of a lottery carried on for gain by
the tenant, lessee or occupier or any person for whose acts the
lessee or occupier is responsible shall entitle the owner or lessor as
the case may be to terminate any tenancy, lease or agreement under
which the same shall be held, leased or occupied, and any owner or
lessor of any such house or premises or part thereof who knowing the
same to be kept or used as aforesaid shall not either take effective steps
to secure the discontinuance of such keeping or use or terminate the
tenancy, lease or agreement under which such house or premises or
part thereof is held, leased or occupied shall be deemed knowingly to
permit such house or premises or part thereof to be so kept or used
within the meaning of this section.

(7) An offence against this section up to the time of the first recovery
of any penalty in respect thereof shall be deemed to be a single offence,
notwithstanding that such offence may have continued for a period of
two or more days, but any person from whom any fine shall have been
recovered for any offence against this section, who shall continue to
commit such offence shall be deemed to commit a separate offence in
respect of each day's continuance thereof.

(8) It shall be lawful for any peace officer authorised by the Commis-
sioner of Police, or in any Out Island by the commissioner of the

(a) to enter upon any premises for the purpose of detecting or pre-
venting any offence against this section ;

 to use all such force as may in any case be necessary for
effecting such entry ;

(c) to remain upon such premises so long as may be necessary for
the performance of his duty ; and

 to seize any article or thing used for purpose of violating any
of the provisions of this section.

(9) In any proceedings for an offence against this section a gaming
house shall be deemed to be kept, and a lottery shall be deemed to be
carried on for gain, until the contrary is proved."

3. This provision clearly created an absolute prohibition against the opera-
tion of lotteries and gaming houses for the purposes of gain. So long as the
law remained in that form, it was, without exception, unlawful to introduce
casino gambling anywhere in the Colony on however small a scale.

4. In 1939 the law was changed to allow the Governor in Council to
exempt certain persons and bodies from the general prohibition contained in
the Penal Code. This change came, not to meet a growing public demand
for the introduction of casino gambling into the Bahama Islands, nor as a
result of a distinct change in governmental policy. It was prompted by the
recent opening by Mr. Louis Wasey of a small casino on a seasonal basis
at Cat Cay and the realisation by those in Government at that time that this
venture and a casino, which had been openly operated since 1920 at the
Bahamian Club on the western outskirts of Nassau, were quite illegal. The

I



Bahamian Club at that time was an  exclusive establishment. Its
casino was open for only about three months every year in the height of the
tourist season and then only to a very restricted clientele. The amendment
of the law took the form of an additional sub-section to what is now
Section 257 of the Penal Code and read as

 (a) It shall be lawful for the Governor in Council to exempt
any person, club or charitable organisation from the provisions of this
section and to issue a  to any such person, club or charitable
organisation certifying that exemption has been granted as aforesaid.

 Any such certificate shall be issued for such period and upon such
terms and conditions as the Governor in Council shall deem fit and shall
after issue be liable to cancellation by the Governor in Council at any
time in the event of breach of any such terms and conditions or otherwise
in the discretion of the Governor in Council."

5. The real effect of this provision was to create a licensing procedure for
the operation of lotteries and gaming houses. Prior to the introduction of
the new Constitution on 7th January, 1964, the  licensing  body was the
Governor in Council. The Council consisted of three
the Colonial Secretary, the Attorney General and the Receiver General and

 normally six unofficial members. The latter were appointed
by the Governor generally from the membership of the House of Assembly,
though membership of either that body or the Legislative Council was not a
pre-requisite of such appointment. The Governor always consulted with the
Leader for the Government in the House of Assembly before malting his
selection.

6. During this period the ultimate decision as to whether a Certificate of
Exemption should or should not be granted rested with the Governor alone.
Although he was bound to seek the advice of the Members of his Executive
Council, he was not bound to follow that advice. Each Member of the
Council would be given an opportunity to state his views on the matter.
It was not the practice to take a formal vote thereon. After the Governor
had made his decision, whether in conformity with the views of the majority
of his Council or not, it was open  any Member who disagreed  that
decision to require the Colonial Secretary to record his dissent in the minutes
of the meeting. Some of the witnesses giving evidence before us were at
pains to emphasise the ultimate responsibility of the Governor for the grant
or refusal of applications for exemption prior to the advent of the new
Constitution on 7th January, 1964. Whilst we can appreciate the possible
significance to our Inquiry of the Governor's ultimate freedom of decision
in this matter, we have, for reasons which appear hereinafter, no evidence
before us to indicate the extent to which successive "Governors since 1939
have felt themselves free to ignore the advice given to them by all or the

 of the Members of the Council. It would appear that, whenever
the Governor found himself in this position, he was obliged to make a
written report on the matter to the Secretary of State for the Colonies.
In the absence of any evidence to the contrary, we feel bound to infer that
the Governor's power to reject such advice in this as in other matters of
State must have been exercised very rarely.



7. With the introduction of Cabinet Government to the Colony on the
coming into force of the new Constitution on 7th January, 1964, there
was substituted for the Executive Council a Cabinet consisting of a Premier
and not less than eight other Ministers. The roles of the former
Members of the Executive Council underwent a change. The Colonial
Secretary became Chief Secretary and moved his Secretariat to Government
House for the purposes of administering those matters which remained
the Governor's special responsibilities ; the office of the Attorney General
remained but its holder was outside the  and the duties of the
Receiver General and Treasurer devolved mainly upon the new Minister
of Finance.

8. Save for matters relating to foreign affairs, internal security, defence
and control of the Police, which remain the special responsibilities of the
Governor, and other matters specifically reserved to his discretion by law,
the Governor was thenceforward required under the Constitution to follow
the advice of the Cabinet. His powers under Section 257(10) of the Penal
Code were no longer to be exercised by him in his discretion. That sub-
section was amended in 1964 so as to delete the words  in
wherever they appeared therein and the words  in the discretion of the
Governor in Council  at the end of paragraph  thereof. The Cabinet
is now the body which actually decides whether a Certificate of Exemption
under this provision should be granted or not, although the Certificate is
still signed by the Governor.

9. Save for recent legislation imposing certain taxes on the operation
of casinos and gaming machines, there have been no further developments
in the law relating to the operation of lotteries and gaming in the Colony.

The Exercise of the Power of Exemption by the Governor in Council prior
to 1963

10. The immediate effect of the  procedure for casinos
introduced in 1939 was to regularise the position of the existing casinos at the
Bahamian Club and at Cat Cay to the respective proprietors of which a
Certificate of Exemption was granted. From 1939 the casino at the Bahamian
Club was operated under a Certificate which was renewed annually on
application to the Governor in Council. Apart from a war-time cessation
from 1941 to 1946 inclusive, annual Certificates were granted to the pro-
prietors of the Bahamian Club until 1960 when an application was made
for a longer period of exemption. This was refused by the Governor in
Council and the Club continued to receive annual certificates up to and
including 1965. In the case of the Cat Cay Club a Certificate of Exemption
was issued in 1939 exempting the seasonal operation of a casino there until
further notice. This Certificate was terminated in 1961 when the Governor
in Council decided that applications should thenceforth be made annually.
(See Chapter III.)

 The Certificate granted to each of these concerns was surprisingly
bare of conditions. The exemption was expressed to apply to casino opera-
tions only at the existing premises of each club. Each Certificate contained
the same restrictions on the persons  to gamble in the casino to
which it related. The following persons were
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(a) Minors ;
 Persons born in the Colony and ordinarily resident therein and

 the wives and husbands of such persons
(c) Persons engaged in any business or profession or employed for

gain in the Colony ;
 Officers or employees of the Government of the Colony.

The gambling facilities at both the Bahamian  and the Cat Cay
Club were thus available only to visitors, non-Bahamians in retirement
in the Bahamas, or at any rate those with no business or professional
interests in the Colony, and the wives of those in categories (c) and
not fal l ing within category  No other conditions or controls were
imposed by the Governor in Council in respect of the operation of these
casinos. Perhaps because of their size and limited operation none was
really necessary.

12. Between 1939 and March 1963, the Governor in Council received
 number of other applications for and enquiries about a Certificate of

Exemption from persons and syndicates of undoubted integrity and sub-
stance (Document 61). Every such application was refused. The consistent
policy of the Governor in Council over this period seems to have been that
Section 257(10) of the Penal Code was not designed to provide for the intro-
duction to the Colony of casino gambling on a large scale or on a permanent
basis. It was regarded primarily as a means of permitting lotteries for
charitable purposes or to provide for the sort of small lottery or gaming
activity which is a feature of specific social functions such as garden fetes,
charity balls and the like. The discreet seasonal operations of the two
existing casinos do not appear to have been regarded as offending the spirit
of the 1939

The Scope of Section 257(10) of the Penal Code
 Many of the witnesses before the Commission expressed the belief that

it was not the intention of the Legislature, when inserting the amending sub-
section in 1939, to provide for  introduction to the Colony of casino
gambling on a substantial and permanent basis. This belief seems to be an
echo of the attitude repeatedly adopted by the Governor in Council prior
to 1963 in dealing with applications for exemption under this provision.

 Whatever may have been the intention of the Legislature in intro-
ducing this power of exemption, the terms of sub-section (10) are, in our
view, quite unambiguous and do not allow of such a restrictive interpreta-
tion. When the words of a statute are clear, it is wrong to strain its construc-
tion by attempting to divine the intention of  makers.  apart from
the fact that there is nothing in sub-section  when read  sub-section

 of Section 257, which could be construed as limiting the extent of duration
of the exemption which could be granted thereunder, sub-section
expressly provides that the Certificate of Exemption  shall be issued for
such period and upon such terms and conditions as the Governor shall deem
fit . .  This is not to say that the Commission regards the powers
conferred on the Government by this provision as an adequate or appro-
priate means of providing for legalised gaming within the Colony. No doubt
those charged with advising the Governor on this matter prior to 1963 had



I
well grounded fears of the unruly beast they might loose upon the Colony if
they counselled the Governor to accede to some of the far-reaching applica-
tions which came before them. Their fears in this respect would seem to
have been justified by the short history of large-scale casino gambling in
operation in Grand Bahama since 1964.

Taxation of the Casinos

15. One of the unsatisfactory features of the system of
casinos under the Penal Code is that it contains no provision for the charging
of licensing fees or for the imposition of taxation on the successful applicant.
The power given to the Governor in Section  to grant Certificates
of Exemption upon such terms and conditions as he shall deem fit does
not overcome the well established constitutional principle that no taxation
may be imposed without legislation. Accordingly, when in 1964 the Govern-
ment of the Bahamas resolved to draw some revenue from the casinos
then operating in the Colony (the Monte Carlo Casino run by Bahamas
Amusements Ltd., at the newly opened Lucayan Beach Hotel, Freeport on
Grand Bahama, the Bahamian Club and the Cat Cay Club), it was found
necessary to introduce separate legislation to that end. A Casino Tax Act
was enacted on 29th December, 1964, (Chapter 282) to impose a flat rate
of tax on each casino for the following year only. An identical statute was
passed in 1965 to provide for the year 1966 (70 of 1965). The amounts
fixed for each of these years were  ($286,000) for each casino in
New Providence or Grand Bahama Island and £14,000 ($40,040) for the
casino at Cat Cay (which though  licensed  has not operated since 1964).
No legislation reached the statute book in 1966 to provide for the imposition
of casino taxes in 1967. However, on 28th June, 1967, a Casino Tax Act
(17 of 1967) was enacted providing for the imposition of $500,000 tax on
every casino in the Colony open for business for the first six months of that
year (the Monte Carlo Casino and the El Casino at Freeport, and the
Bahamian Club) and a similar amount in respect of every such casino open
for business for the second half of the year. This statute, which has
imposed a tax burden for 1967 on the casino operators at least three times as
high as that in previous years, appears to have been a major contributory
factor leading to the closure of the Monte Carlo Casino on 30th June. It
must also represent a very onerous obligation on the casino operation at the
Bahamian Club which is still run on a comparatively small scale.

Taxation of Gaming Machines

16. The only other legislation affecting the operation of casinos in the
Colony is the Gaming Machines Tax Act (Chapter 283), enacted on
29th December, 1964, which imposes an annual tax on each gaming machine
used in the Colony of an amount varying according to the denomination of
the coins used in the machine. Where the coin used is of the equivalent
of two shillings or under, the tax levied is £100, where it is between the
equivalent of two and seven shillings,  and where it is above the
equivalent of seven shillings, £300. The Schedule to the Act specifically
provides that, where coins of more than one denomination can be used in a

 the appropriate rate of tax is that referable to the coin of the
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highest denomination usable. This tax is an important source of revenue
to the Colony in view of the introduction to the casinos in New Providence
and Grand Bahama since 1964 of  numbers of such

17. The existence of this tax on gaming machines is somewhat anomalous
from a purely legal aspect in view of the provisions of Section 4 and Schedule
5 of the Tariff Act (Chapter 267), which prohibit the importation of gaming
machines into the Colony. Whilst the Governor appears to have power
under Section  of that Act to provide by Order for the importation into
specified ports in the Colony of such machines, he has not to date done so.
The effect of the prohibition seems to have been lawfully by-passed by the
device of importing these machines in their component parts and assembling
them on arrival. In the light of the present policy to allow the use of gaming
machines in the Colony, this cumbrous expedient should not be necessary. In
our view, if their use is to be continued, the prohibition against their
importation should be removed.

Legal Problems

18. Two problems arose in the course of our Inquiry which caused us
considerable concern and, in great part, affected the manner in which we
were able to approach our task under our terms of reference. These

 the refusal, on the ground of privilege, by former members of the
Executive Council and former Cabinet Ministers to give evidence
of the proceedings in Executive Council and Cabinet respectively ;
and

(b) our inabili ty to enforce the production of documents which we
required to see under our terms of reference.

Whilst the first of the above two  did not in the end prove to be
a severe limitation on our powers of enquiry, the second has materially
restricted our ability to make a full and proper investigation of matters
within our terms of reference (b).  and  We feel bound to touch
on these difficulties at this early stage of our Report so that the limitations
of some of our findings may be properly appreciated and understood.

(a) The Claim of

19. We are required under term of reference  of our Commission to
investigate and report whether any former or present member of the
Government or of the Legislature at any time since 1962 received or agreed
to receive any direct pecuniary benefit from the operation of casinos in the
country or the introduction or maintenance thereof. We are also required
under term of reference (b) to report on the propriety of any such benefits
which may have been received in that connection. Any investigation of such
matters involves of necessity two lines of

( 1 ) Was any such pecuniary benefit received or agreed to be received
by such persons and, if so,

 In return for what services was such benefit given?

The second enquiry must be made in order to examine the propriety or
otherwise of any benefits shown to have been conferred.



20. The claims of privilege arose in this way. Prior to the beginning of
1963 the Members of the Executive Council appear to have been reluctant
to advise the Governor to grant Certificates of Exemption under Section
257(10) for the purpose of operating casinos. Apart from the two instances
which have already been mentioned where a Certificate was granted, a
number of applications were rejected by the Governor in Council between
1939 and 1963. The general approach of the Executive Council seemed to be
to discourage any further extension of casino gambling in the Bahamas.

21. On 1st April, 1963, the Governor in Council granted to a newly
formed Company, Bahamas Amusements Ltd. (hereinafter referred to as

 the Amusements Company  a Certificate of Exemption enabling it to
operate an unlimited number of casinos, each in or in conjunction with an
hotel, for a period of ten years on Grand Bahama Island. On the same day
or within a few days thereafter no less than three of the six non-official
Members of the Executive Council, and two Members of the majority party
in the House of Assembly, entered into agreements with a company known
as the Grand Bahama Development Company Ltd. (hereinafter referred to as

 the Development  This company was responsible for
the financing of the proposed casino operation and was to receive all
the profits made by the Amusements Company after the payment of certain
subsidies to various concerns. At the same time a Company substantially
owned by Mr. C. Trevor Kelly, another  Council Member,
entered into a freight service agreement with the Grand Bahama Port Autho-
rity (hereinafter referred to as  the Port Authority  of which the Develop-
ment Company is a subsidiary. All of these agreements save the last-
mentioned provided for the regular payment of monies to the persons con-
cerned in exchange for  consultant services  In addition, Sir Stafford
Sands, one of the three Members of the Executive Council who received a
consultancy agreement, represented the applicant Company in submitting
the application to the Governor. For this professional service he received
a fee of more than half a million dollars (£200,000) within a day or two of
the Certificate being granted. To complete the picture, a fifth non-official
Member of the Council, Mr. Eugene Dupuch,  was shown to have
received in early 1962 the sum of ten thousand dollars from the Port Autho-
rity, whose moving spirit, Mr. Wallace Groves, had an indirect though strong
interest in the introduction of casino gambling to Grand Bahama Island.

22. In order to report fully and properly under our terms of reference
(b) and (c), we felt it necessary to examine the reactions to this proposal
of the individual Members of the Council and the advice tendered by them
to the Governor. Nor did our enquiry stop there, for since the coming
into force of the new Constitution, further Certificates have been granted
to the same or associated casino interests by the Governor acting on the
advice of the Cabinet, of which body no less than four of the above-
mentioned beneficiaries were Members.

23. When we sought to question former Members of the Executive
Council and former Cabinet Ministers on these matters, we were met on
each occasion by the witness making a claim of  privilege  not to answer.
This claim was based principally on the nature of the oaths taken on
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I
appointment respectively by Members of the Executive Council and by
Cabinet Ministers. It is important to emphasise, however, that at no stage
of our Inquiry was a formal claim of privilege made by the Crown, acting
through the Governor or any of the present Ministers, in respect of any
matter arising in Executive Council or in Cabinet. The form of oath
taken by members of the Executive Council on their appointment was
prescribed by Section 9(2) of the Oaths Act (Chapter 73 Revised Edition
1957). That provision read as

 In addition to the oath of allegiance each member of the Executive
Council shall also take and subscribe the following oath, which shall
be administered to him by the Governor, that is to  —

I, being chosen and admitted of Her Majesty's Executive Council of
the Bahama Islands, do swear that I will, to the best of my judgment,
at all times when thereto required, freely give my counsel and advice
to the Governor  for the good management of the public affairs
of the said  that I will not directly or indirectly reveal such
matters as shall be debated in Council and committed to my secrecy,
but that I will in all things be a true and faithful councillor. So help
me God."

24. It is clear, from the wording of that oath, that not everything debated
in Council was ipso facto secret. Such a situation is now more clearly
provided for in the following oath which a Cabinet Minister is required to
take since the coming into force of the new Constitution. (Paragraph 5 of
the Schedule to the Constitution.)

 . . . being appointed  do swear that I will to the
best of my judgment, at all times when so required, freely give my
counsel and advice to the Governor  for the good management of
the public affairs of the Bahama Islands, and I do further swear that
I will not on any account, at any time whatsoever, disclose the counsel,
advice, opinion or vote of any particular Minister and that I will not,
except with the authority of the Cabinet and to such extent as may be
required for the good management of the affairs of the Bahama Islands,
directly or indirectly reveal the business or proceedings of the Cabinet
or the nature or contents of any documents communicated to me as a
Minister or any matter coming to my knowledge in my capacity as such
and that in all things I will be a true and faithful
So help me God."

25. The attitude of each of the witnesses who claimed privilege on this
matter before us was that he was bound by one or both of the above oaths
(according to the case), and that, as far as the Executive Councillor's
was concerned, the Governor was not at liberty to relieve him from the
constraint imposed by that oath. Let it be clear that at no stage did
the Governor ever purport to take this step, nor was he ever requested so
to do by the Commission. It would appear that no such absolute restriction

 have been claimed in respect of the  now taken by Cabinet
Ministers since the terms of that oath expressly provide for release from
the conditions of secrecy in respect of a Minister's own conduct in Cabinet
(though not that of his colleagues) on the authority of the Cabinet. But no
such release was obtained and, apparently, none was sought.



26. In so far as the refusal of witnesses to speak of matters taking place
in Executive Council and in Cabinet purported to be based on  privilege
we had great difficulty in understanding how such a  could be made,
for the following

(a) The claim of  privilege  in this context can only refer to what is
 known as  State Privilege  Such a claim can only be

made by the Crown, acting through the Governor in respect of
matters arising in Executive Council, and through one of her Minis-
ters in respect of matters arising in Cabinet. No such claim of *
privilege was ever made by the Crown during the course of our
Inquiry.

(b) Our Commission enjoined us in highly specific terms to examine the
conduct of former and present members of the Government.

27. It is our view that we had a duty to enquire into what may fairly be
called  the very chambers of  in the absence of any formal
claim thereof by the Crown. Our proceedings could not be likened to those
of a purely civil nature or even to those between the Crown and the subject.
In such cases we recognise that there are circumstances in which it is
desirable that evidence of certain matters should be withheld in the
interest. But this consideration does not seem to us to have the same
force when an  and inquisitorial body in the  of a Commis-
sion is appointed to examine, inter alia, whether The  business has
been and is being properly conducted by the individual members of Her
Government.

28. There remains the more specific objection taken by former members
of the Executive Council and of the Cabinet that they were bound to
secrecy under the oath made by them on their appointment. In our view,
the taking of such an oath does not constitute a pact of secrecy among
members of either body. The highest executive organ in the Country is not
a club or private society. The purpose of the secrecy imposed by the oath
must be to advance the good government of the Colony. It  in our
view, be prayed in aid to obstruct the Sovereign from investigating the
manner in which the business of government is being conducted. The terms
of our Commission clearly impose on us such a task in relation to the
granting by the Governor in  and the Governor on the advice of
the Cabinet, of Certificates of Exemption under Section  of the
Penal Code.

29. These matters, however, were  brought to issue by the Com-
mission. We so directed our enquiry that we were able to obtain a
sufficiency of both oral and documentary evidence to enable us to reach
conclusions satisfactory to us under these terms of reference. These con-
clusions will be found in their appropriate place in this Report.

(b) The Commission's Lack of Power to  a
30. The Commissions of Inquiry Act (Chapter 180), under which we were

appointed, gave us many of the powers and the obligations of the Supreme
Court in the manner in which we conducted our proceedings and received
evidence. Pursuant to Section 10 of that Statute, the Governor made an
Order that witnesses appearing before us should give evidence on oath. By
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virtue of that Order we were empowered under Section  of the Act to
issue a witness summons to any person requiring his or her attendance to
give evidence upon oath of any matter within our terms of reference. Section
13 requires all persons so summoned to obey the summons, and provides
that any person who, without sufficient cause, refuses or fails to
summons, or to take the oath, or to answer fully and satisfactorily to
of his knowledge and belief all questions put to him by or with the
rence of the Commissions  shall be liable to a fine of Twenty Five
and in default of payment thereof to be imprisoned for twenty days  A
proviso to this section protects a witness from  and confers
on him all the privileges of a witness giving evidence before the
Court.

31. It is clear that the above provisions do not confer on the
any power to compel the production of documents before it. Nowhere in
Act under which we were appointed is such a power given. In our view,
is an astonishing omission in a Statute which is intended to provide a
of making a full enquiry into matters which may be, and are in this case, of
the highest public importance. The Statute should, we feel, provide for
issuing of subpoenas duces tccum and for a power of search, if necessary, for
any documents or materials which a Commission may consider
the due performance of its duties. We found our lack of power in this respect
to be a severe handicap over the whole range of our investigations.

32. Because of the complex company structure surrounding, and the
many inter-company transactions involving, the existing casino operations in
Freeport and those proposed on Paradise Island, an investigation only of the
accounts of the two casino companies listed in the preamble of our Commis-
sion would have been quite inadequate. In order to obtain a complete picture
of the disbursement of casino profits and the identity of the ultimate recipients
of those profits, it was necessary for us to make a thorough investigation of
the books and accounts of many companies and individuals. We would have
been fail ing in our duty under our terms of reference had we not attempted
to make such an investigation. We feel bound to record that, with some
exceptions, we have been frustrated in that attempt, both by companies and
private individuals whose accounts and records we requested to have made
available to us. The various instances of this  of co-operation and the
problems thereby presented to us will be detailed in the body of this Report.
Suffice it to say for the present that had many of those whose conduct we
were investigating proved more forthcoming with the Commission, its lack
of powers in this respect would not have had so limiting an effect on its
findings. ';

33. For the sake of completeness in this connection, we feel that we should
at least make a passing reference to the provisions in the Act for enforcing
those powers, referred to above, which  Commission does have under
Section 13. That provision, when read in conjunction with Section 18 of the
Act, poses some difficult questions. The latter Section provides as

 No proceedings shall be commenced for any penalty under this Act
except by the direction of the Attorney General or of the
The Commissioners may direct their  or  person as



I
they may think fit, to commence and prosecute the proceedings for such
penalty. All such penalties shall be recoverable summarily before a
Stipendiary and Circuit Magistrate."

34. We venture to think that the combined effect of these provisions is
that the Commission is thereby empowered to find that a witness is in
contempt and to impose a penalty therefor within the terms of Section 13 ;
and that the Magistrate is merely the collecting agency. It has been argued
before us, however, that the proper interpretation of these provisions is that
the Magistrate has the responsibility both of finding that a witness is in
contempt of the Commission and of fixing the penalty. If the latter is the
correct view, we feel that it is most undesirable that such a heavy responsi-
bility should be imposed on a Magistrate. A Commission of Inquiry is an
exceptionally constituted body with investigative powers of an inquisitorial
nature. It is generally only appointed to inquire into matters of vital public
importance concerning which there is something in the nature of a nation-
wide crisis of confidence. (See Royal Commission on Tribunals of Inquiry
Act, 1966,  3121, paragraph 27.) Any one of the offences contemplated
by Section 13 might be of a most serious nature, calculated to impede the
course of justice and, in certain circumstances, to frustrate altogether the
performance of their duty by the Commissioners. Moreover, as could have
occurred in the course of our Inquiry, it may fall to be decided whether a
witness is entitled to refuse to answer certain questions on the ground of
Privilege. For such matters to be left for decision or punishment by a
Stipendiary Magistrate is, in our view, unthinkable.

35. We did not find it necessary to rule on this matter when we were faced
with the claims of  Privilege  since we did not in the end seek to overcome
those claims. Whilst it is no part of our duty to make recommendations on
this particular problem, we do feel that the uncertainties arising from the
present wording of the Commissions of Inquiry Act should be resolved. It
may even be considered that a new formula altogether should be adopted
whereby both the issue of contempt and the fixing of the penalty therefor is
referred to the Supreme Court.
The Development of Grand Bahama Island

36. The introduction of casino gambling to Freeport, Grand Bahama
in January, 1964 and the manner in which it has been conducted since
that tune have been the principal matters for investigation under all our
terms of reference. In order to understand fully the implications of its
introduction at that time and the company structure surrounding the Amuse-
ments Company's operation, it is necessary to know a little about the recent
history of Grand Bahama, and Freeport in particular. The Island itself
is one of the most flat and least attractive of the Bahama Chain, though
it has the usual abundance of beautiful beaches and superb swimming
and fishing waters. During the Prohibition Era, Grand Bahama had been
fairly prosperous due to its proximity to the mainland of the United States.
It was a jumping off point for the smuggling of liquor in great quantities
into the mainland. When Prohibition came to an end the inhabitants of
the Island fell on hard times. Two attempts to inject life into its economy
failed. The first was a canning factory built by a Norwegian, Axel Winter
Gren, in the  The second was the construction by Sir Billy
of a holiday centre at West End after the Second World War.
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37. Mr. Wallace Groves, a Wall Street financier, may be said to be
the architect of the present prosperity of Freeport. He first visited the
Bahamas in the early  where he purchased a small island known
as Little Whale Cay some 30 miles northwest of Nassau. In 1946 his
Canadian born wife, Mrs. Georgette Groves, acquired all of the capital
shares of an old established timber company called the Abaco Lumber
Company Limited. That company originally had timber concessions in
Abaco, but by the time of Mrs. Groves' purchase it had transferred its
activities to Grand Bahama. In the late  Mr. Groves began to
consider the idea of a large scale development on Grand Bahama. His
original scheme was for the creation of a completely free port on the
Island ; all imports and exports handled through the port would be free
of customs duty. He discussed this idea with Sir Stafford Sands, a practising
Bahamian attorney and Member of the House of Assembly, who had
already become a close friend of his. Sir Stafford was unable to support
such a project since, in the absence of any income or profits tax in the
Colony, the financial mainstay of the Government was the imposition of
customs duty. The creation of a completely free port anywhere in the
Bahamas would have proved to be a large drain on the Treasury. How-
ever, the idea persisted in Mr. Groves' mind, and in 1953 he suggested a
formula to Sir Stafford Sands whereby all consumer goods brought into
the Island would be liable to import duty but that all manufacturing and
building materials necessary for the economic development of a specific
part of the Island could be imported duty free. All articles manufactured
in that area were also to be duty free on export. By these means Mr. Groves
hoped to create a flourishing trading and industrial development on this
hitherto totally undeveloped Island. The idea commended itself to Sir
Stafford who canvassed the proposal with some of his colleagues in the
House of Assembly and proceeded to draft what is known as the Hawksbill
Creek Agreement.

38. This Agreement took the form of a contract between the Port
Authority, a Bahamian company formed by Mr. Groves for the purpose,
and the Governor in Council. The latter was authorised to enter into
such an agreement by the Hawksbill Creek, Grand Bahama (Deep Water
Harbour and Industrial Area) Act (Chapter 235) enacted on 20th June,
1955. This Statute merely recited that the Governor in Council was
authorised to enter into an agreement with the Port Authority, the substance
of which was set out in the Schedule to the Act, for the dredging of a deep
water harbour and the establishment of an industrial area at and in the
vicinity of Hawksbill Creek on Grand Bahama. Under the Agreement,
which was entered into on 3rd August, 1955, the Government agreed to
grant a conditional purchase lease to the Port Authority of 50,000 acres
of Crown land surrounding Hawksbill  a conditional purchase
lease of the sea bed of Hawksbill Creek. In consideration of this grant
the Port Authority covenanted to dredge a deep water harbour at the Creek
and to construct a wharf there to accommodate cargo vessels. It also
undertook to promote and encourage the development of an industrial area

 the 50,000 acres of Crown  so leased and in a further 1,500 acres
Purchased or to be purchased by the Port Authority in the near vicinity.
The  of this area for development was and is termed the Port Area,
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but is now better known as Freeport. The Agreement also imposed upon
the Port Authority the duty to provide, within the Port Area, living and
office accommodation for certain Government officers and employees,
medical services and facilities. The Agreement allowed for the
into Freeport of all materials and supplies, other than consumer goods,
of customs duty into the Port provided that they were necessary for work
on the Port project itself, the construction or building and operation
the Port Area of civil engineering works, factories and business
utility undertakings and other business ventures operated by or licensed by
the Port Authority. In addition, no export duties were to be charged on
any goods exported from the Port Area.

39. The above is only a very sketchy and incomplete outline of the
 of this Agreement. The various  powers and obliga-

tions of the Port Authority thereunder are too numerous and detailed to
be set out here. In some respects the effect of the Agreement was to
almost feudal powers to the Port Authority, but it imposed heavy obligations
on that company as

40. Initially, the principal investor in the Port Authority was Mrs.
Groves' Abaco Lumber Company Limited.  other substantial interests intr|
invested in the project and the position is now that approximately 50 per

 of the shares are owned by that company, approximately 25 per cent.
by members of the Hayward family in the United Kingdom, approximately app|
25 per  by an American group of investors, a relatively small number In
of shares by Mrs. Groves personally and less than 1 per  by Mr.  cap
It can be seen, therefore, that Mrs.  through her interests in the in t
Abaco Lumber Company Limited still has the majority holding in the Port
Authority of which, however, her husband is the President. Mr. Groves
told us that he receives a reasonable salary for his work in that connection.
He has apparently no financial interest in any other  in the
Bahamas save for the nominal shareholdings requisite for him to be elected
a Director of various subsidiaries of the Port Authority. There is now a
large complex of these subsidiaries. Despite his personal lack of share-
holdings in the Port Authority and its subsidiaries, Mr. Groves obviously
plays a dominant part in the company complex, whi ls t his wife, who
apparently holds the purse strings, does not. It may be that Mr. Groves'
American citizenship, which renders him liable to U.S. income tax wherever
he is, has led him so to arrange his affairs in the Bahamas that his British
wife, who is not subject to income tax, is the legal owner of his small
empire and of the income which it produces.

41. Despite the considerable concessions conferred on the Port Authority
in 1955, the concept of a large trading and industrial area did not materialise
as rapidly as had been anticipated. By 1960 there was only one undertak-
ing of any size— Freeport Bunkering Company. Industrialists were
reluctant to invest in projects in the  because of the lack of sufficient
entertainment and recreational facil i t ies for personnel who would have to
be persuaded to come and live on the Island. Accordingly, in 1960 the
Port Authority turned its attention to the residential and tourist develop-
ment of Freeport. This necessitated an amendment to the 1960
which is set out in the Schedule to the Hawksbill Creek, Grand Bahama
(Deep Water Harbour and Industrial Area) (Amendment  Act set
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(Chapter 236) which was enacted on 9th  1960. Under this amendment
the total size of the Port Area was roughly trebled and the Port Authority
was authorised to sell for residential purposes land which was originally
allotted to it in 1955 for industrial development. The Port Authority
further agreed to build in Freeport by 1st December, 1963, at least one
first class hotel of 200 bedrooms.

42. In 1961 Mr. Louis Chesler appeared on the scene. He is a Canadian
who had a number of substantial business interests in the U.S.A. and
Canada. In particular, he was a major shareholder in the General Develop-
ment Company of Florida which had just completed one of the largest and
most successful land developments in the U.S.A. at that time. He was a
highly experienced man in land development. Indeed, he was described by
Sir Stafford Sands as the most outstanding real estate salesman he had ever
come across. Mr. Gonsalves, President of the Amusements Company and
former President of the Development Company, somewhat wryly categorised
him as  a high promotional  It was in keeping with his some-

 flamboyant nature that he was a compulsive gambler. He was
introduced to the possibilities of development on Grand Bahama by Sir
Stafford Sands. He met Mr. Groves and between them they formed the
Development Company in 1961 to which the Port Authority conveyed
approximately 100,000 acres for the purposes of development and tourism.
In exchange for this conveyance, the Port Authority received half of the
capital stock of the Development Company. Thus, the principle shareholders
in the new Company

(a) The Port Authority with a 50 per  shareholding representing
about

(b) Laredo Uranium Mines Ltd. a Canadian company, with a share-
holding of  per  The Seven Arts Company Ltd., also a
Canadian company, with a shareholding of  per  and Mr.
Chesler, with a personal shareholding of  per  repre-
senting an investment of about

Mr. Chesler was a major shareholder in both Laredo Mines and the Seven
Arts Company and thus had a measure of control over 50 per  of the
stock of the Development Company, of which he was made President. With
this injection of new capital and new blood into the Freeport project it was

 hope that the development of the area would proceed consider-
ably faster than hitherto.

 in the United States and Caribbean
 43. Other than betting on race-tracks through  gambling is

tak-  in every State of the United States of America except
 The principal city of Nevada is Las Vegas, where the casinos have brought

ient Prosperity to a largely desert State. It has become internationally famous
 to  a glittering, noisy conglomeration of places of amusement and pleasure,
the chief among them being the casinos where night is indistinguishable from
op-  where there are no clocks or windows, and where the only seats are

 the gaming-tables.
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Commission on Law Enforcement and Administration of Justice,
set up by President Kennedy, reported that  Law enforcement officials agree
almost unanimously that gambling is the greatest source of revenue for
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organised crime." Of organised crime itself, to which the Commission
devoted a whole Chapter of its Report, the Commission drew the conclusion
that it had a great and threatening impact on America affecting the lives
of all its inhabitants. The main problem of law enforcement was how to
seek out and destroy an organisation the leaders of which were insulated
from implication in a highly successful manner. Only the small fry or

 soldiers  were  even then were by no means always convicted
 the captains and the generals ensured that no evidence of implication

was traceable to them. Due to an extremely high standard of internal
discipline, those who were caught refused to talk about their superiors and
none, with one solitary exception, defected.

45. An American version of the notorious Sicilian Mafia has grown up
since the early days of Prohibition and  Capone, known as La Cosa
Nostra (meaning broadly  Our Thing  J. Edgar Hoover, Director of the
Federal Bureau of Investigation, told a House of Representative Sub-
committee in  La Cosa Nostra is the largest organisation of the
criminal underworld in this country, very closely organised and strictly disci-
plined. They have committed almost every crime under the sun." Although
membership is confined to those of Italian national origin, Cosa Nostra
has many non-Italian associates, especially among those of Jewish and Irish
origin, who are just as tightly controlled by the ruling body.

46. Much of its operation is devoted to what appear on the surface
as perfectly legitimate enterprises and, backed by inexhaustible financial
resources, the leaders endeavour to present an outwardly respectable image.
Of one man who has been repeatedly called a leader of organised crime, the
President's Commission had this to

 Frank Costello lived in an expensive apartment in Central Park
West in New York. He was often seen dining in well-known restaurants
in the company of judges, public officials and prominent businessmen.
Every morning he was shaved in the barbershop of the  Astoria
Hotel. On many weekends he played golf at a country club on the
fashionable North Shore of Long Island. In short, though his reputation
was common knowledge, he moved around New York conspicuously
and unashamedly, perhaps ostracized by some people but more often
accepted, greeted by journalists, recognised by children, accorded all
the freedoms of a prosperous and successful man. On a society that
treats such a man in such a manner, organised crime has had an impact

This man's name has appeared a number of times in the information
supplied to this Commission of Inquiry.

47. From this and from the evidence of the Commissioner of Police and
his Assistant Commissioner we feel we can safely accept the presence of
organised crime as one of the facts of life in the United States, together with
its close relationship to gambling.

48. Members of the criminal syndicates were to be found in most of the
Las Vegas casinos indulging in what was known as  skimming  some of
the gaming profits before those profits came to be entered in the casinos'
books. They were also active in many illegal gambling operations in other
States, notably in Florida, the nearest State to the Bahamas, where the
prime mover was said to be one, Myer Lansky, a notorious associate of
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Cosa Nostra. Lansky's brother, Jake, had been concerned in gambling
projects all his life. The investigations of the Kefauver Committee in 1951
led to the appointment of a Gambling Commission in Las Vegas which
supervised the handling of the excess of casino winnings over losses and
extracted a percentage toll therefrom for the State of Nevada. The Com-
mission placed other restrictions on proprietors and their employees. At
the same time, there was introduced a far more rigid enforcement of the
law in regard to gambling in other States. Cosa Nostra felt the draught
and began to seek fresh fields.

49. In the late 1950s Cuba was under the  Batista regime and
 when previously ousted from office, had spent some time in Florida

and had become friendly with Myer  Members of the organisation
penetrated some of the Havana casinos, notably those at the Riviera and
Nacionale Hotels. Two men who were later to appear in the Bahamas were
prominent in this  Frank  and Mike
though they were not associated together. Then, in 1959,  Castro
gained control of Cuba and the casinos were closed. Mr. McLaney was even
detained in custody for a short period. Once more Cosa Nostra was obliged
to break new ground. While there were a number of places in the Caribbean
where small casino operations were run as a part of the tourist attractions,
the Bahama Islands were obviously the most convenient owing to their
proximity to the American mainland. They were closer to New York and
other northern cities than Las Vegas and offered  conditions in a
picturesque setting. The Bahamas could easily be made into a string of off-
shore gambling centres once the permission of the Bahamas Government
could be obtained.

50. Before leaving the other possibilities in the Caribbean, it would be
appropriate to mention the place that has claimed clean-run and successful
casino gambling for a number of years.  is Puerto Rico, where the
Government of the country takes a personal hand in the control. The Com-
mission had the advantage, through the good offices of the British Embassy
in Washington, of reading a report on the situation in Puerto Rico. It has
also seen a draft of a proposed Gambling Law dated December,  and
a related Memorandum on Casino Procedures and Control.

Casino Gambling in Puerto Rico
51. The Commission's information carries to the end of 1966. Puerto

Rico is more distant than the Bahamas from the United States, being about
1,000 miles from Miami. Casino gambling started there just over 20 years
ago and there are at present casinos in 12 hotels, eight of these being in San
Juan. Four of the hotels possess over 400 bedrooms with a player capacity
ranging from 150 to 250 ; the others have fewer rooms and player capacity
down to as few as 40. The gross play in 1963 was said to be $35m. against

 on lotteries and $32m. on horse-racing. The tempo and emphasis
have changed in the last three complete years and the gross play in casino

 in 1966 is recorded as $75m. against $72m. on lotteries and $39m.
 racing.
52. Such a steep rise in casino turnover of some 110 per  in three

 has given the Government some cause for concern. As will be shown
later in this Report in the case of Grand Bahama, increased gambling has
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been used as a means of absorbing rising hotel operational costs, but the
trend towards a casino-based tourist economy as against a resort economy
is creating a fear that the emphasis on gambling will result in
developments in the Island's social structure. There is anxiety that the exist-
ing casino regulations are inadequate and that there will be deterioration of
the Island's tourist reputation through intervention of an element of organised
criminals from America.

53. The current regulations provide
(a) A strict investigation into the moral and financial standing and

background of all employed in the casinos.
(b) A Government Inspectorate with authority to visit the casinos at any

time and to inspect the play, the maximum stakes, the instruments of
gaming and the general supervision of the  The Inspectors also
check the records of the daily gains and losses. The ultimate sanction
for infringement of the regulations is the revocation of the casino
licence.

(c) The authorised games are limited to craps, roulette and blackjack.
Maximum stakes are $100 for craps, $180 for roulette and $50 for

 substantially lower than in the Grand Bahama
casinos.

54. On account of the apprehension already mentioned, what is known
as the Government Fomento Department and the Puerto Rican Chamber
of Commerce have separately put forward a number of recommendations,
some of which have been incorporated in  draft Bill referred to in
para. 50. The Bill gives a combination of two  Adminis-
trator of Economic Development and the Secretary of the Treasury of

 power to prescribe regulations. It is of interest that
the Bill in Clause 8 heavily underlines the character investigation of licence-
holders even to  the family and social relationships of the applicant with
professional gamblers or persons who in any way are economically in-
terested in the operation or ownership of a gambling room within or outside
Puerto Rico." The innuendo is plain.

55. The Commission has taken those proposals that have an appeal to
the running anywhere of a clean casino operation and has set them down
below irrespective of whether they originated with the Government Depart-
ment or with the Chamber of Commerce :

(i) Croupiers to have ten years uninterrupted residence in Puerto
Rico, and their licences to come up for examination and renewal
every three months.

(ii) Government Inspection Department to be reinforced.
(iii) Cash, credit and chips to be rigorously controlled by the Inspec-

torate who should supervise the removal of the cash boxes from
the tables to safes, the sealing of the safes, and the subsequent
daily count of cash and chips. (This is to be done apparently
on the morning following a day's play.)

(iv) Chips to be issued by the Government and to be secretly elec-
tronically
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(v)  to be registered daily and a regular check made against
repayment.

(vi) Organised group visits, or  as described in para. 172 to
be prohibited and no invitations to be issued.

 Public hearings, attended by the Press and all parties concerned,
to be held for any proposed change in casino gambling

56. The Commission gave serious thought to the benefit it might gain
 a visit to Puerto Rico but decided, in view of the interim stage that

plans for the fu tu re had reached, a special journey could hardly be
justified.

A Critical Press
57. In the last quarter of 1966 and the early part of 1967 there were

suggestions in the American Press that gangsters had their hands in the till
at the Monte Carlo Casino. In the first instance, these scarcely veiled
accusations did not appear in one of those publications that panders to
the public taste for sensationalism, but in no less a newspaper than the
Wall Street Journal. There were two long reports in October which were
sufficiently detailed to give the impression that the writers were in posses-
sion of facts. The first of these reports was commented upon by the
Economist in Great Britain on 15th October and in the following February
there were profusely illustrated articles in Life magazine and in the Satur-
day Evening Post. In the meantime, in January, a General Election had
taken place in the Bahamas. The Government in power up to the elec-
tion was the United Bahamian Party, the leading members of which were
jocularly known as the  Bay Street  They came in for a con-
siderable measure of criticism from the Wall Street Journal and this gave
the Opposition, the Progressive Liberal Party, the opportunity to fashion one
of its electioneering platforms out of allegedly mishandled gambling con-
cessions.

58. The  Government and the Commissioner of Police, through
the framing of the conditions of the Certificate of Exemption granted to the
Amusements Company, the safeguards implicit in its formation, and the
appointment of Security Officers, had made efforts to ensure that the
American gangster element was kept out of the Bahamas. They did not
succeed, however, in quieting the rumours that they had been unable to
do so, and the appointment of a Commission of Inquiry to investigate the
true position had been approved by the Government prior to the election,
although the actual terms of reference remained in draft until the result
of the election was known. In the  the Opposition came to power
by a tiny majority. On account of the anxiety it had expressed when in
opposition, the new Government lent its support to the proposal for the
appointment of a Commission and, with some amendment to the draft
terms, our present Inquiry came into being.

om
ent
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CHAPTER II
THE GRANT OF A CERTIFICATE OF EXEMPTION TO BAHAMAS AMUSEMENTS

LIMITED ON  APRIL. 1963
59. On 1st April, 1963, the Governor in Council granted to the Amuse-

ments Company a Certificate of Exemption to operate an unlimited number
of casinos, each to be in or in conjunction with an hotel, on the Island of
Grand Bahama for a period of ten years. The circumstances which led to
the making of the application for this Certificate, and those surrounding its
grant by the Governor in Council, require careful consideration.

60. During 1962 it became increasingly apparent that the Freeport area
was not developing as rapidly as had been planned. Land sales were far
below the level necessary to justify the enormous investment which the
Development Company had already made in that area, and by the latter half
of the year that Company was running into severe financial difficulties. In
these circumstances Mr. Groves and Mr. Chesler began to consider what
further steps were required to boost the land sales programme in, and the
commercial development of, the Freeport area. Not unnaturally Mr. Groves
sought the assistance and advice of his friend and attorney of many years
standing, Sir Stafford Sands. The latter, who had been Chairman of the
Development Board since 1950, had considerable experience in dealing with
problems such as this. His public responsibilities in that capacity and his
keen interest as a friend and attorney of Mr. Groves made him an obvious
person to whom to turn.

61. These three men concluded, and we think rightly, that the relative
failure of the Freeport development was due to the lack of sufficient high
class hotel accommodation, and recreational and sporting facilities on the
Island. Without such amenities, Grand Bahama, as one of the most flat and
least attractive islands in the Bahamas, was unlikely to attract sufficient
tourists, settlers and investors to sustain the vast development of Freeport
on which so much had already been invested. Something had to be done,
and done quickly, to remedy the situation.

62. The panacea prescribed by Messrs. Groves and Chesler, with the
active encouragement of Sir Stafford Sands, was the introduction of casino
gambling to Grand Bahama. We do not know exactly when this decision was
finally reached. On the evidence before us it looks as if it evolved gradually
over a period of time in the latter half of  period during which the
Development Board also had such a possibility under review. It is highly
probable that all three men had been interested in such a project as early
as 1961 before the urgent need arose to provide a stimulus to the development
of  Nevertheless the need for such a stimulus by the end of 1962
provided both the occasion of, and a real justification for, the decision to
seek a Certificate of Exemption for the Island of Grand Bahama.

63. The scheme devised was a sound one. It provided initially for the
opening of one large casino as an integral part of the Lucayan Beach Hotel
which was already under construction at Lucaya in Freeport. Not only
would the proposed casino be a great attraction for tourism purposes, but its
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profits would be used to subsidise the building of new hotels and, indirectly,
the improvement of sea and air connections with the Island. Such profits as
would remain after these obligations had been met would be handed over
to the Development Company, on whose financial support the casino opera-
tion would depend in its early days. If the scheme worked well, it was
envisaged that further casinos would be opened on the Island on a similar
basis at a later stage. The new venture was to be financed equally by Mr.
Chesler and Mrs. Georgette Groves, the wife of Mr. Wallace Groves. Sir
Stafford Sands, in his capacity as an attorney, was given the task of drawing
up the scheme in detail and of presenting the application to the Governor.

Sir Stafford Sands

64. Before dealing in some detail with the circumstances which led to
the grant of the Certificate of Exemption to the Amusements Company, we
feel that we should first outline the background of the key figure in the
making of the application  Stafford Sands.

65. For many years prior to 1963 he appears to have been a dominant
figure in public affairs in the Colony. His forceful personality enabled him
to combine with increasing success over the years his practice as an attorney
with the many and varied responsibilities of public office. He also found
time to develop a number of highly successful business interests in the
Colony. By the mid-fifties he had achieved a position which might be
described, colloquially but accurately, as  the Doyen of the Bay Street Boys

66. In tracing the career of Sir Stafford we have found that his interest
in the extension of casino gambling in the Colony goes back many years.
He was called to the Bahamas Bar on 16th October, 1935, and was first
elected to the House of Assembly on 29th January, 1937. Two years later
he was appointed Legal Adviser to the  post which he held until
1953. About the time of that appointment in 1939 he was instrumental in
referring to a Select Committee the Bill which was shortly to become Sub-

 (10) of Section 257 of the Penal Code. On 14th November, 1945,
at the age of thirty-two, he was appointed a Member of the Executive Council
and Leader for the Government. Shortly after this, on 26th February, 1946,
he made application to the Governor in Council on behalf of a syndicate,
of which he and Mr. C. Trevor Kelly were members, for a Certificate of
Exemption under the above provision. The proposal was for a complete

 of casino operations within the Colony for a period of twenty-five
years. The letter of application (Doc. 70A) mentioned that in the previous
eighteen months at least five persons from Canada and the United States

 contacted the writer, Mr. Sands as he then was, with a view to obtaining
Permission to operate gaming houses in the Bahamas, and had been informed

 him that, in his opinion, any  issued under the Penal Code
should be to Bahamians and not to non-residents of the Colony. He added

 his investigation of all but one of the interested parties had disclosed
 these persons were representatives of syndicates operating gaming houses

 or the United States under very unsavoury conditions. He did not
 disregard the existing seasonal operations of the Bahamian Club

 the Cat Cay Club, for it was proposed that these interests would become
 of the syndicate. The reason given for the request for a

Certificate was that those to whom a Certificate was given on a
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short-term basis would, during a losing streak, tend to protect the money of
the house by means that amounted to cheating in the games played. It was
proposed that the applicants should pay to the Government a sufficient sum
to cover the employment of an Inspector to see that the gaming was run
properly.

67. Doubts were apparently voiced in Executive Council as to whether
the provision for exemption in the Penal Code was wide enough to allow
for the proposed scheme. The view was also expressed that comprehensive
legislation was required to control casino gambling and to impose some form
of taxation on casino profits before any such large-scale innovation could
be permitted. On 17th April, 1946, Sir Stafford Sands notified the Colonial
Secretary that he had personally withdrawn from the syndicate because he
felt that his continued membership might  cause embarrassment to Govern-

 On 16th July, 1946, on behalf of his clients, he withdrew the
application altogether, but on the same day submitted a further application
on behalf of a new client, Brigadier General A. C. Critchley. This applica-
tion was refused by the Governor in Council on 9th August, 1946, because
it was still felt that some comprehensive gaming legislation was a pre-
requisite of any further extension of casino gambling in the Colony (Doc.

 For reasons not known to us, Sir Stafford resigned from the Executive
Council and as Leader for the Government, shortly after this, on 18th Novem-
ber, 1946. He remained a Member of the House of Assembly
position which he was only to relinquish on 31st July, 1967. On 1st
January, 1959, he was appointed Chairman of the Development Board, the
Government Department responsible for the tourist trade. In that capacity,
and later as Minister of Tourism after the coming into force of the new Con-
stitution, he engineered over a period of sixteen years a vigorous expansion
of the Colony's tourist industry.

68.  was not until 28th February, 1959, that Sir Stafford Sands was next
instrumental in presenting an application to the Governor in Council for a
Certificate of Exemption. He acted this time on behalf of a syndicate of per-
sons, including the Earls of Dudley, Derby and  and Viscount Camrose,
which was seeking an exemption for a casino in New Providence for a period
of twenty years subject to an annual  licence  fee of £12,000. The attitude
of the Governor in Council to this proposal was very much as it had been to
the earlier applications. It was refused in the following

(a) that one casino only should be permitted in New Providence
(b) that it was not the intention of Section 257 of the Penal Code to grant

exemptions for lengthy periods ; and
(c) that the applicants should petition the Legislature for enactment of

legislation prescribing a casino licence fee  a tax on gambling
profits.

Sir Stafford's clients were not prepared to undertake the burden of initiat-
ing legislation to tax themselves and the proposal was abandoned. (Docs. 71
and 83D.)

69. The next application for a Certificate of Exemption with which Sir
Stafford Sands was concerned was that of the Amusements Company. The
timing of this proposal, which was actually presented to the Governor on
20th March, 1963, is not without significance to our Inquiry.
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70. Although by the latter half of 1962, Sir Stafford knew that the situation
of the Development Company was somewhat desperate and required urgent
action, he told us that he did not regard it as  propitious  for the application
to be made before the General Election on 27th November, 1962. From his
account of the matter, it was clear to the Commission that he felt that the
time was not ripe before  because such an innovation would have
been sure to prejudice the United Bahamian Party in the ensuing election.
Although it was not necessary for a mandate to be sought from the electorate
in such  he felt no doubt that  success of the venture depended in
great part on his abil i ty to present the public with a  accompli after the
election was over and his party had been safely returned wi th a majority
in the House of Assembly.

71. Again in relation to t iming, it is noteworthy that Sir Stafford was
reappointed to the Executive Council on 7th January, 1963. He had last
been a member of that body for a relatively short period some sixteen years
before. Also appointed to the Council on that dale were Mr. C.
who had been associated  Sir Stafford as a member of the syndicate
applying for a Certificate in 1946, and Mr. D. E. d'Albenas, whose strong

 to gambling was well known. Whether Sir Stafford had anticipated
his reappoinlment to  Executive Council if his party won the election
in November, 1962. and, i f so. whether such anticipation formed part of his
reason for delay, we do not know. He himself denied any foreknowledge that
Sir Roland Symonette, (hen Leader for the  was going to suggest
his name to the Governor lor appointment. In view of the
interest Sir Stafford had in the proposed application and of Mr.  pre-
vious  with him on a similar occasion, their appointment must have
been encouraging for the new applicants, although they could expect no
support from Mr. d'Albenas.

The Application for the Certificate of Exemption

72. Sir Stafford Sands prepared and presented the application to the
Governor in Council in conditions of great secrecy. The Amusements Com-
pany was incorporated on 20th March, 1963, with an authorised share
capital of 500 £1 Class A shares and 500 £1 Class B shares. Mr. Chesler
was allotted 498 of the Class A shares and Mrs. Groves received 498 of the
Class B shares. The remaining two A shares were allotted singly to two
Canadian associates of Mr. Chesler, and Mr. Gonsalves and Mr. Hayward
(both Directors of the Development Company) were each allotted one of

 remaining two Class B shares. The Company's Articles of Association
provided for three directors to be appointed by a majority of the Class A
shareholders and three directors by a majority of the Class B shareholders,
thus ensuring complete parity of control between Mr. Chesler and Mrs.
Groves. Each of the above shareholders was appointed a  and it
is important to note that, in compliance with the Articles of Association, they
were all of either Canadian or British nationality.

73. On the same day as the incorporation of the Company a detailed
form of application for a Certificate of Exemption signed by Mr. Chesler and
Mrs. Groves, but clearly drafted by Sir Stafford Sands, was delivered to the
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Governor, Sir Robert de Stapeldon Stapledon (Document 72A). This applica-
tion set out the terms and conditions on which it was suggested the Cer-
tificate should be granted and also a draft form of agreement between Mr.
Chesler and Mrs. Groves on the one part and the Government on the other
in the event of that grant. It was then for the Governor to seek the advice
of the members of his Executive Council before he decided whether such
application should be allowed and, if so, on what terms. At that time the
Council was made up as

K. M. Walmsley, C.M.G., O.B.E., Colonial Secretary
L. A. W.  Q.C., Attorney General
W. H. Sweeting, C.B.E., Receiver General and Treasurer

Sir Roland Symonette, M.H.A., Leader for the Government.

Eugene A. P. Dupuch, C.B.E., Q.C., M.H.A.

Sir Stafford Sands, C.B.E., M.H.A., Chairman of the Development Board.

Dr. R. W. Sawyer, C.B.E.,  Member and former Chairman of
the Health Board.

D. E. d'Albenas, M.H.A.

C. Trevor Kelly, C.B.E., M.H.A.

All non-official members of the Council were members of the United
Bahamian Party.

74. Arrangements for consideration of the application by the Governor
in Council seem to have proceeded with unusual expedition, for it was
placed on the agenda for the next meeting of that body on 27th March, 1963,

 one week after it was first presented. Prior to that meeting the
various members of the Council received copies of the agenda containing,
inter alia, details of the application. During the intervening  Sir
Stafford appears to have spent a considerable amount of time discussing
the proposal in confidence with the Governor and certain Members of the
Executive and Legislative Councils. He also outlined and explained the
proposal at the weekly meeting of the United Bahamian Party Executive
held at the office of Mr. d'Albenas, attended by a number of the party
members in the Executive Council and in the House of Assembly. The
whole of these discussions were conducted with the utmost secrecy. When
the Executive Council met on 27th March, 1963, only the Governor, the
Members of the Executive Council, and those members of his own party
with whom Sir Stafford had discussed the matter, knew about the proposal.
No doubt one of the reasons for this secrecy was the known hostility of a
large and influential section of the community to any further extension of
casino gambling in the Colony.

75. All the Members of the Executive Council were present at the meeting
on 27th March. We were initially in some doubt whether Sir Roland
Symonette was actually present at the time when the application was being
discussed. His own evidence was that he was present at the vital time but
Mr. Sweeting, whose recollection accords with the minutes, told us that he
was not. Mr. Orr told us of a meeting of the Council sometime in early
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1963 when Sir Roland left for a short time, but was unable to identify the
subject under discussion during Sir Roland's absence. Sir Roland's own
evidence on this matter was confirmed by Sir Stafford who told us he was
sure he (Sir Roland) had been present throughout the discussion on the
Certificate. Mr.  had the same  but added that Sir
Roland left the meeting immediately after expressing his views. We feel that
the difference in recollection stems from the fact that Sir Roland may well
have left the meeting for a time, but we are satisfied on the whole of the
evidence before us that he was present during the relevant period.

76. We have no direct evidence to show the reaction of, and the advice
tendered to the Governor by, the individual Members when the application
was being considered in Executive Council. But from the evidence of these
men themselves and of other witnesses, we feel that we are in a position
to assess their respective reactions to the proposal. Suffice it to say here
that the Governor, after taking the advice of his Council, decided on the
same day to accede to the application subject to certain modifications and
additions in the forms of Certificate and Agreement proposed. It was left
that a redraft of the proposed Certificate and Agreement would be negotiated
between Sir Stafford Sands and the Attorney General so as to incorporate
these modifications and additions. This decision was officially communicated
to the applicant Company by letter from the Colonial Secretary dated 29th
March, 1963. The letter ended with the following

 I am also to say that it is the wish of the Governor in Council
that publicity of this matter be avoided until such time as all negotiations
are completed." (Document 72B).

77. On 1st April, 1963, exactly eleven days after the application was
first presented, the Certificate of Exemption was formally granted and an
Agreement was entered into between Mr. Chesler and Mrs. Groves on the
one part and the Government of the Bahamas on the other.

The Certificate of Exemption
78. The full terms of the Certificate are set out in Appendix III to this

Report (Document 2). The effect of this instrument was to confer upon
the Amusements Company the exclusive right to operate an unlimited
number of casinos on the Island of Grand Bahama for a period of 10 years
from 1st January, 1964 (or earlier if a casino were to be opened by the
Company before that date). This right was subject to the condition that

 casino opened had to be operated in or in conjunction with an hotel
having at least 200 bedrooms. It was also a condition that the Company

 not part with the control or management. This was inserted to
 that the Company could not act as a front for outside undesirable

interests.
79. The Certificate was subject to termination by the Governor in

Council in the event of any breach of its conditions. It was also terminable
three years after the opening of the first casino if, by that time, the total
number of bedrooms in de luxe resort hotels within the Port Area (not the

 as a whole) had not been increased by at least 300 over those
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already available or under construction when the Certificate was granted.
It was similarly terminable after five years unless at least a fur ther 400 bed-
rooms had been added.

80. Although no provision could be made in the  for the
 of taxation or the exaction of licence fees on any casino operated

 did provide, somewhat unnecessarily in our view, that all
casinos operated by the Company would be subject to such taxation as
might thereafter be imposed by any law of the Colony.

The Operating Agreement
81. The full text of  agreement is set out in Appendix IV to

Report (Document 3). We set out here a summary of its more important
provisions. The prior written approval of the Governor in Council
required before there could be any increase in the capital of the Company,
any alteration in the Memorandum or Articles of Association, or any change
in its directors. Mr.  and Mrs. Groves each undertook to deposit
all their share certificates in the Company with the Trust Corporation of
the Bahamas Ltd. They also undertook jointly with the Government to
sign a letter of instruction to the Corporation requiring it to  those shares
in its custody until receipt of a  letter jointly signed by them, or the
survivor of them or their personal representatives, and the Government,
requiring their delivery to the Government or to them or their respective
personal representatives. In the event of either director wishing to sell his or
her shares, they were bound first to offer them to the Government at par.
Such shares could only be bequeathed to their respective spouses, children
or other direct descendants. A transfer was not to be approved by the
directors of the company until the transferee or transferees had undertaken
lo deposit the share  wi th the Trust Corporation under a similar

 with the Government.
82. In the event of the Governor in Council having any reason to suspect

that the control or management of the Company or of any casino operated
by the Company was being exercised by persons other than Mr. Chesler
or Mrs. Groves or their appointed directors, Mr. Chesler and Mrs. Groves
could be required by the Governor in Council to submit the matter to
arbitration in accordance with the provisions of the Arbitration Act of the
Colony. If it were found on arbitration that the suspicions of the Governor
in Council were correct, all of the A shares and  of the B shares were
forthwith to be offered to the Government at par.

Notification to Applicants of the success of the Application
83. The Governor authorised Sir Stafford Sands to inform his clients of

the success of their application, but, as recited in the Colonial Secretary's
letter of 29th  there was otherwise to be no publicity of the matter
until the Certificate was formally granted. We have heard two contradictory
versions about the manner in which this good news was first communicated
to the applicants.

(a) Both Mr. Groves and Sir Stafford Sands gave evidence that on the
morning of March 28th the latter telephoned the former (who was not strictly
speaking his client in the matter) and told him the news. This account is
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supported by a photostat copy of a handwritten letter from Mr. Groves to
Mr. Chesler dated that same day which was made available to the Commis-
sion. The letter (Document 76) read as follows:

28th March, 1963.
 Dear Lou,

Stafford called me this A.M. The  is of course grand and
Vote 5/3. I do not know full details but gather RTS voted No.

Stafford is really concerned over  rumours, etc. and says that the
matter can still be defeated. It will take two weeks more or less for
certificate of exp. to be signed and in addition he has  no
publicity until after return from England. Stafford blames S. Kelly and
us (He thinks you). Please, please, be careful.

 of Freeport News (and one other) says you laid at Caravel Bar
50 to 1 bet that there would be gambling in Freeport before end of year
and Frank Stream told all over that Wednesday was D.  that
you did. We are being flooded with requests for information. Too bad.

Do hope you feel better.
I am now  concerned over money and think a meeting must be

held on that soon.
My Best,

Sincerely,

The reference to RTS in that letter was to Sir Roland  Both
Mr.  who admitted wri t ing the letter, and Sir Stafford Sands firmly
denied that the information contained therein as to the voting in Executive
Council was given to Mr. Groves by Sir Stafford. If it had come from that
source, the latter would have been in breach of his oath of secrecy as a
Member of the  oath to which he and all his former colleagues
in that body were so concerned to adhere when giving evidence before the
Commission. Mr. Groves gave us the rather unsatisfactory explanation that
he obtained the information about the voting from general gossip in the

 it noted only one day af ter the matter had been discussed in
Council. In view of the wording of the letter, we find it hard to believe that
Mr. Groves was not referring in this particular to information which Sir
Stafford had given to him on  In a matter in which secrecy
had been of the utmost importance to those concerned and so well  it is

 in our view, that w i t h i n a day general gossip in the Bahamas would
have disclosed to Mr.  in Freeport a confidential detail such as this.

 Mr. Chesler denied that he had  received the above letter and
gave us an account which was totally inconsistent with it having been written
at  said that both he and Mr. Groves were told of the success of the
applicat ion by Sir Stafford Sands in the  office in Bay Street, Nassau,
immediately af ter the matter had been discussed in Executive Council on
March 27th. On this broad  of the manner in which the decision of the
Governor in Council was f i rs t communicated to Messrs. Groves and Chesler,
we prefer the evidence of Mr. Groves and Sir Stafford. We see no reason to
doubt the authent ic i ty of the letter. It was admitted in evidence before the
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Commission after Mr. Groves had identified it, but it was not made available
to the Commission through the agency of any person giving evidence before
it. Moreover, Mr. Groves would have had little to gain by falsely admitting
to writing a letter which was in great measure embarrassing to both him and
Sir Stafford Sands. There would have been no occasion for the letter if
Mr. Chesler's account were true.

The Fee Charged by Sir Stafford Sands
84. When Sir Stafford was first instructed in the matter of the application,

he does not appear to have given his clients any estimate of the probable
cost of his legal services. He told Mr. Groves and Mr. Chesler that his fees
would be very high but that was all. When the Commission asked Mr.
Chesler why, as an experienced business man, he did not attempt to obtain
some idea of Sir Stafford's fee before retaining  he shrugged the query
away by saying that  doing business in the Bahamas is a little different from
doing business anywhere else  Mr. Chesler seems to  placed consider-
able reliance on the association of Mr. Groves in the venture as a safeguard
against a request by Sir Stafford for an unreasonably high fee. In the light
of subsequent events, we wonder if Mr. Chesler came to feel that his reliance
on Mr. Groves was misplaced. If the latter's evidence before the Commis-
sion is true, he played no part in the agreement of the fee ultimately charged
and had no knowledge of it until about a year later.

85. Sir Stafford Sands told us that he had not fixed on the precise amount
to be charged when he first undertook to present the application. At that
stage, he said, he was in no position to do so, because there were so many
matters which would have to be taken into consideration if the application
were successful. However, on January 5th, 1963, he presented the Develop-
ment Company with a fee note for £15,750 as a retainer on account of what
were described as  general professional services re. special  A
cheque for this amount, drawn on an account of the Development Company,
was despatched to him on January 8th under cover of a letter marked

 Personal and Confidential

86. On April 1st, 1963, the very day on which the Governor signed the
Certificate of Exemption, Sir Stafford told Mr. Chesler what his fee was for
the work done. According to Sir Stafford, the figure he mentioned was
£200,000, which, after deduction of the amount already paid on account and
conversion into U.S. dollars, left a balance of $515,900. According to Mr.
Chesler the sum mentioned was U.S.$576,000. Whichever of these two
amounts was specified, the sum mentioned came as quite a shock to Mr.
Chesler. However, on the assurance of Mr. Groves (who he said was present
at the time) that the fee was a fair  he apparently accepted it without
further question. On this, Mr. Chesler's evidence is at variance with that of
Mr. Groves who told us that Sir Stafford never discussed his fee for this
work with him or in his presence, and that the first he knew of it was over
a year later when he was present at a Board Meeting of the Development
Company which ratified the payment. We find it very difficult to accept that
Mr. Groves was able to remain so aloof from the negotiation of these fees,
even if due allowance is given to the fact that Mr. Chesler at that stage was
controlling in the Development Company.
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87. The Commission has been able to trace the sum of $515,900 paid
by the Development Company to Sir Stafford about this time. No direct
evidence has been forthcoming to confirm Mr.  account of the
payment of $576,000. Bearing in mind that Sir Stafford was said to have
specified the amount of his fee for the first time on April 1st, 1963, after the
signing of the Certificate, arrangements for its payment appear to have been
made with considerable promptness. On the same day, pursuant to a
telephone call confirmed by letters of request, the sum of $515,900 was trans-
ferred from the Development Company's account in the First National Bank
of Boston, Boston, Massachusetts, to their account with the Irving Trust Bank
in New York (Document 63). The latter Bank then issued a cashier's cheque
for the same amount which was delivered to Sir Stafford a day or two later
in Nassau. He told us that part of this amount was left in the Bahamas and
part  remained abroad  Apart from this, Sir Stafford refused to give the
Commission any more details of this payment on the grounds that such
evidence might incriminate him.

88. The figure of $576,000 mentioned by Mr. Chesler caused the Com-
mission much concern. Although he was positive that such a figure was
specified by Sir Stafford and that he (Mr. Chesler) had co-signed a cheque
for that amount to Sir Stafford, he was unable to identify such cheque or the
Bank on which it was drawn. He was not even able to say if it had been
cashed. On the other hand, he appeared to have had no knowledge of the
figure of $515,900 until that sum had been referred to in evidence before the
Commission. Sir Stafford Sands, contrary to his usual practice, does not
seem to have rendered any fee note for his total legal charges in connection
with the matter, nor is there any contemporaneous reference to it in the
minutes of the meetings of the Boards of Directors of the Development Com-
pany or the Amusement Company.

89. Further complications arose from entries in the minutes of two
meetings of the Board of Directors of the Development Company about
a year later, dated respectively 20th March, 1964, and 29th April, 1964.
The minutes of the first of these were in the form of a draft and were
unsigned. They purport to relate to a meeting, with Mr. Chesler in the Chair,
shortly before he resigned as President and lost control of the Company.
Mr. Groves, although not a director of the Company, is recorded as having
been present in his capacity as President of the Port Authority. These
minutes contain the following

 On motion duly made by Mr. C. Gerald Goldsmith, seconded by
Mr. Louis Chesler, and unanimously carried, RESOLVED that the pay-
ment of $576,000 to Sir Stafford Sands for legal services is hereby con-
firmed, ratified and approved."

It was suggested that this meeting never took  and that the minutes
were prepared in advance in draft form and never used. Neither Mr. Chesler
nor Mr. Groves were of much assistance to us on this point. All that the
latter could remember was that it was about this time that he first heard of
the amount which Sir Stafford Sands had charged for his work in obtaining
the Certificate. Having examined these minutes, the Commission is firmly of
the view that they constitute a record of a meeting that  fact took place.
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90. By the time of the second meeting, Mr. Gonsalves had replaced Mr.
Chesler as President of the Company. Mr. Groves is again recorded as having
attended the meeting, but this time as an alternate for another director. The
following item appears in these

 Payment to Stafford L. Sands of $515,900 for legal services and also
retainer payments of  per month." (Document 75B.)

The minutes were signed by Mr. Gonsalves as Chairman, Mr. Superty as
Secretary and Messrs. Groves, Orovitz and Maher.

91. When Mr. Gonsalves gave evidence before the Commission on 20th
April, 1967, and before  of the above minutes had been made available
to the Commission, he told us  he had looked up the company minutes
to check this very matter and had found no reference to any payment to Sir
Stafford Sands of $576,000. This denial of knowledge, even though the
minutes dated 20th March, 1964, were in draft form and unsigned, raised
some doubt in the Commission's mind. If the larger amount had never been
specified by Sir Stafford, it is odd, in our view, that it should have been
referred to at all over a year later even in draft minutes. Moreover, if such
an  was inserted in those draft minutes by mistake, it is surprising
that Mr. Gonsalves did not remember noting the mistake and  the
appropriate correction in preparation for the meeting on 29th April,
These considerations, coupled with Mr. Chester's certain recollection that Sir
Stafford had specified the sum of $576,000 after the granting of the Certificate
on 1st April, 1963, caused the Commission to examine the possibility of two
payments totalling approximately $1,090,000 having been paid to Sir Stafford
about that time. Whilst we have not been able to trace any such payment
of $576,000 in addition to the sum of $515,900, we feel unable to discount it
completely for the following reasons :

(a) We were unable to examine Mr.  bank accounts
because he refused to make them available to

 The  Company did not make available to us the records
of its accounts with the Irving Trust Bank, the First National Bank
of Boston, and the Franklin  Bank, which we requested to see
in the early part of our Inquiry ;

 The Accountant Member of the Commission was not given ful l access
to the accounts and records of the Port Authority and its subsidiary

 We were unable to examine the personal bank accounts of Sir
Stafford Sands because he refused to make them available to us.

92. The last mentioned refusal was made ostensibly on the ground that
such accounts contained confidential matters relating to business
of Sir Stafford Sands' clients. We found it surprising that Sir Stafford had not
sought the permission of the clients concerned for him to make available
these accounts to the Commission. He received a letter dated 23rd June, 1967.
from the President asking him if he would make available particulars  each
and every bank account which he possessed together with all bank
relating thereto from the beginning of 1962. Sir Stafford did not reply to that
letter. The Commission regards his conduct in this respect with considerable
suspicion. It would have expected a man of his prominence in the affairs of
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the Colony to have taken every step possible to assist the Commission in its
 Inquiry in which his receipt of monies from certain interests

was a central issue.
93. We are also bound to record that we found a distinct lack of frank-

ness on the part of Mr. Groves, Mr.  and Mr. Gonsalves when we
sought their assistance in this context.

The Recipients of  Benefits from the  Casino Interests
94. Reference has already been made in this Report to a number of con-

sultancy agreements entered into by certain Members of the Executive
Council and of the House of Assembly with the Development Company within
a few days of the grant of the certificate of exemption on 1st April, 1963.
In order to assess the significance of those agreements to our Inquiry, it is
necessary to examine in some detail the personalities of the individuals con-
cerned, the nature of the agreements made, the circumstances surrounding
their making, and their implementation.

The following persons entered into such
Sir Roland Symonette,  for the Government and Member

of the Executive Council.
Sir Stafford Sands,  of the Executive Council and

Chairman of the Development Board.
Dr. R. W. Sawyer,  of the Executive Council, Member

and former Chairman of the Health Board.
R. H. Symonette,  of the House of Assembly, Member

of the Advisory Committee to the Development Board.
F. W. Brown,  Pilot.

95.  addition to the consultancy agreements, there are certain other
transactions which may be considered conveniently in this section of the Re-
port. These, by reason of their timing, the parties involved and the obliga-
tions  may have something in common with the above agree-
ments : —

(a) A shipping contract commenced on 1st April,  between the
Port Authority and Greenacres Ltd., a shipping company substantially
owned by C. Trevor Kelly,  and Member of the Executive
Council, and executed by Mr. Groves on 1st April and by Mr. Kelly
on 10th June.

 The payment by the Development Company of political contributions
at the rate of $10,000 per month to Sir Stafford Sands for the United
Bahamian Party, commencing in April 1963.

(c) The payment by the Port Authority on 10th January, 1962, of
$20,000 to the Tribune,  to Mr. "Eugene Dupuch, and
$10,000 to Mr. R. H. Symonette.

 An  consultancy agreement entered into in January, 1964,
between the Development Company and Sir  Dupuch, Editor
of the Tribune.

The Consultancy Agreements
96. Sir Stafford Sands told the Commission that the idea of the Develop-

ment Company engaging consultants evolved gradually in discussions between
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himself, Mr. Groves and Mr. Chesler. He denied that he had initiated
the idea, but both Mr. Groves and Mr. Chesler seemed to think he had.
However, they each gave the same reason for their consideration of such
agreements ; namely their expectation that the Development Company would
have great need of specialist advice from various people in order to cope
with the rapid growth of its operations following on the introduction of
casino gambling to the Freeport Area. It was frankly admitted that the
entering into of such agreements by the Development Company was con-
tingent on the grant of the Certificate of Exemption to the Amusements
Company. Without the  shot in the arm  which casino gambling would
provide for Freeport, the Development Company could not have afforded
them.

97. It was eventually decided that Sir Stafford Sands should put forward
to Mr. Groves and Mr. Chesler the names of certain people who could
give advice in specialist fields. It is not clear to the Commission whether
it was first decided that there were certain fields in which consultant advice
would be necessary, or whether Sir Stafford was left with general instructions
to suggest some consultants and the services which they could render. We
say this because both Mr. Groves and Mr. Chesler seem to have approached
the matter with a casualness which smacked of total disinterest in the actual
services they were buying at such great cost. Although Mr. Chesler knew
what services Sir Roland Symonette and his son, Mr. R. H. Symonette,
were going to provide under their agreements, he had no idea of the nature
of the services to be performed by the harbour pilot, Mr. F. W. Brown.
Mr. Chesler's general attitude seemed to be that, although he was told
names of all the proposed consultants when he signed their agreements, he
was not really interested in the details of their duties. He was content
to follow the advice of Sir Stafford Sands. Mr. Groves seems to have
had even less to do with the negotiation of the consultancies. He told us
that, apart from the case of Sir Roland Symonette, he only learned of the
agreements  comparatively soon after they had been passed and neeotiated
by Chesler

98. According to Sir Stafford Sands, the persons designated to become
consultants and the duties which they were to perform had been decided
upon by 20th March, 1963, the date when the application for the Certificate
of Exemption was made. He vehemently denied, however, that any approach
was made to the proposed consultants, save for Mr. R. H. Symonette, before
the grant of the Certificate on 1st April, 1963. Despite this absence of prior
negotiation, Sir  had also fixed before that date on the amount to
be paid to, and the maximum number of hours to be worked by. each
consultant, except for Sir Roland Symonette. It is clear to the Commission
that Sir Stafford had very much in mind the possible implications of an
offer of consultancy payments to certain Members of the Executive Council
before they had considered the application for the Certificate. He told
us  it  have been improper to approach them with a suggestion of
this kind while the grant of the Certificate was still under consideration
Despite this insistance, he seems to have left Mr. Chesler with the impression
that the amounts payable under the agreements (save for that of Sir
Symonette) had been previously discussed with the persons concerned before
he (Mr. Chesler) signed them.
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99. A form of agreement common to all the consultants was drawn up
by Sir Stafford Sands some days before the application was considered in
Council, and executed by Mr.  on behalf of the Development Com-
pany on 1st April. A specimen form is set out in Appendix V to this
Report. The duration, the precise duties of the consultant, remuneration
payable, and the maximum hours for which he could be required to give
his services, were set out in the schedules to each agreement, and varied
according to the consultant concerned.

100. The common form of agreement provided that, in exchange for the
rendering of services specified in one of the schedules thereto, the Develop-
ment Company would pay the consultant a retainer of a fixed amount
payable monthly irrespective of the amount of work actually carried out by
him under the agreement. The Development Company could call upon
the services of the consultant by giving him seven days' notice and specifying
the period of time for which he was required. Subject to the maximum
number of hours appropriate to the agreement, the consultant was bound
to give his services if requested for a maximum period of eight hours on
three consecutive week days at any one time. It was open to the consultant
to suggest another time if, due to business commitments, it was unsuitable
for him to comply with the notice. Time spent in travelling by the con-
sultant to carry out his duties under this agreement was regarded as time
spent working under the agreement and he was entitled to out-of-pocket
expenses for travel and subsistence costs. The consultant was also bound
to make himself available without further remuneration at all reasonable
times for consultation by telephone or correspondence.

101. Whilst it was open to the consultant to terminate his agreement
at any time upon seven days'  the Development Company could only
terminate if the consultant should at any time be guilty of any gross mis-
conduct or neglect in connection with his duties. This inability on the part
of the Company to terminate the agreement other than for misconduct
or neglect later proved to be a great embarrassment to the Company when
it found that it had no use for some of the consultants. We are somewhat
surprised that Sir Stafford Sands, in his capacity as attorney for the Com-
pany, did not allow for this possibility in the interests of his clients when
he drafted the agreements.

We now deal with the individual  —

Sir Stafford Sands

102. Under the consultancy agreement Sir Stafford drew up for himself,
he undertook to advise the Development Company not on legal matters but
in relation to the advertising, publicising and promotion of the latter's
activities. He signed that agreement on 25th April, 1963. His duties were
specified in the Second Schedule thereto as  —

 Advising on advertising publicising and promoting  phases of
the Development Company's development programme and advising on
methods of attracting to the Island of Grand Bahama visitors and
potential purchasers of building sites in the Development Company's
real estate developments in the said Island of Grand Bahama." (Docu-
ment 23.)
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The maximum time which he could be required to devote to these services
was 200 hours per year, and his annual remuneration under the agreement
was the substantial sum of £17,800  largest of the fees paid
to any of the consultants. This agreement also differed from the others
in one important respect. Whereas they were designed to last for a period
of five years, Sir Stafford's agreement was for ten years or for the duration
of the Certificate of Exemption granted to Bahamas Amusements Ltd., or
any other company promoted by or operating in association with the Develop-
ment Company, whichever was the shorter. Sir Stafford's employment as a
consultant was thus made dependent on the continuance of casino gambling
in Grand Bahama under the aegis of the Development Company. The
Commission finds it difficult to understand why the duration of Sir Stafford's
employment by the Development Company should have depended on this
contingency. If it really was intended by both parties that he should give
value for the substantial payment he was to receive annually, the Company
would presumably be in even greater need of those services in the event of
the cessation of casino gambling on the

103. Both Sir Stafford and the officers of the Development Company
directly concerned kept the existence of this agreement a complete secret.
It was put to the Commission in the more negative way that neither party
considered that it was anyone else's business.  it is somewhat
surprising to the Commission that one or more of the officers of the
Development Company would not have found it advantageous on occasion
to refer to so important a person as Sir Stafford Sands as their consultant
or to certain advice which he had given them in that capacity. Equally,
it is the sort of business relationship which Sir Stafford might have had
occasion to mention, if only in passing, in some business or social context.
As Chairman of the Development Board, and later as Minister of Tourism,
it would have been the most natural thing for him to have referred to the
duality of his interest in the development of Freeport when that matter
was under discussion in the course of his official duties. It is even more

 that he never had occasion to mention to any of his fellow
consultants that he himself was among their number. We have been told
that he did not conjure Mr. Groves and Mr. Chesler or the other con-
sultants to silence in respect of these agreements.  with one
exception, each of the consultants maintained a rigid silence about their
existence even between themselves. If the account which we have been
given repeatedly is true, it was only on the publication of an article in
the Wall Street Journal on 5th October, 1966, that they each learned of
their common contractual relationship with the Development Company.
If any of the consultants rendered any real services under these agree-
ments, it is a pointer to the discreet manner in which they did so that the
secret was kept for so long.

104. We were told by several witnesses that Sir Stafford was well quali-
fied to carry out the services which he had undertaken to provide under
the terms of this agreement. It seems to the Commission, however, that
such skill and expertise as he had in the fields of advertising, publicity and
promotion were already  to the Development Company in abund-
ance. We would doubt whether there was anything which Sir Stafford
could teach Mr. Chesler in these fields. The Company had, moreover,
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already retained the services of the New York public relations firm of Hill
and  a firm also retained by the Bahamas Government through
the agency of the Development Board.

105. We have had great difficulty in determining exactly what services
Sir Stafford rendered to the Development Company under his agreement.
Messrs. Groves,  and Gonsalves spoke in very warm but in very
general terms of the immense help which the Company had received from
him. They said that he had constantly made himself available for con-
sultation, that he had advised on a host of matters and that his services
had proved invaluable to the Company. For such a large retainer as
$50,000 per annum we expected to be shown some specific examples of his
services. None were forthcoming. Nor did we see any documentary
evidence, in the form of correspondence or otherwise, referring to any
actual work done by him under the agreement. Furthermore, we were not
told about any visits which he may have made to Grand Bahama for the
purpose of advising under its terms. Nor have we seen any claims for
expenses to which he would have been entitled if such visits had been
made.

106. Whilst we appreciate that the money paid to Sir Stafford under
this agreement is  a retainer, the amount agreed upon and the value
which has been placed on  services thereunder, prompted some detailed
examination of the manner in which he may have justified that payment.
Since our examination has revealed nothing of a concrete nature, we have
been driven to consider the possibility that the payments may have been
for services of an entirely different nature. Our findings in this respect
are set out in Chapter  of t h i s Report.

 Roland
107. At the time when the application of the Amusements Company

came before the Executive Council, Sir Roland was Leader for the Govern-
ment in the House of Assembly and a Member of the Executive Council.
He had been a Member of the Council since 1949  was soon to become
the first Premier of the Bahamas with the advent of the new Constitution
in January, 1964. His ordinary business was that of  repair work
and construction work, making roads, docks, harbours and such  He is
not a qualified engineer, but really a building and engineering
and a very successful one too. He had, prior to 1963, been concerned
with a number of projects on Grand Bahama Island, had constructed a
number of roads there, bui l t a marina and laid out the first  course
•on the Island (Document 59). There is no doubt that he had sound
practical knowledge, of the problems which had to be overcome in any
building or constructional project there.

108. On religious and other grounds, he was firmly opposed to gambling.
He told the Commission that in his official capacify he had always exer-
cised what powers he had to discourage its spread in the Colony. This
evidence had obvious significance when we came to consider the letter
from Mr. Groves to Mr. Chester dated 28th March, 1963, referred to in
paragraph 83. We do not  safe in concluding, however, that Sir Roland
did his utmost in Executive Council  prevent the grant of this Certificate.
We say this because, when he gave evidence before the Commission, Sir
Roland showed great reluctance, even after it had been decided that no
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question of privilege was involved, to give the Commission a clear answer
as to his reaction at the time to the proposal. The way in which
the matter was to state his view that in the end it would cause no
but that he, as an individual, would rather it had not happened. There
was a degree of equivocation about that answer that has left the Com-
mission uncertain as to the way in which Sir Roland dealt with this matter
when called upon to advise the Governor.

109. Sir Roland was one of two consultants not personally approached
by Sir Stafford Sands with a view to entering into an agreement. Sir
Stafford, for reasons not known to the Commission, asked Mr. Groves to
make the approach. On 8th April, 1963, Mr. Groves went to see Sir Roland
armed with a draft agreement, already signed by Mr.  on 1st April,
and containing in typescript all the necessary entries in the schedules
save for the amount of remuneration. Sir Roland agreed to enter into
the agreement, a figure of £6,000 per annum was settled upon, and Mr.
Groves witnessed Sir Roland's signature on the document. He undertook
thereunder, if required, to make himself available for a maximum of 100
hours per annum for a period of 5 years for :

 Advising on the planning, construction and layout of roads,
docks and harbours." (Document 24.)

 Sir Roland refrained from discussing his agreement with anybody,
save for one occasion shortly after he became Premier when he mentioned
to his son, Mr. R. H. Symonette, that he had such an agreement and was
going to terminate it. He told us that he first learned about the other
consultancy agreements, including that of his son, when he read about them
in the Wall Street Journal article of 5th October. 1966. He was apparently
in no way surprised at this news, nor did he discuss it with any of the
persons concerned. We find it odd to say the least that there should have
been no conversation between father and son about the son's agreement
when that came to light.

 Although we have been assured by Sir Roland himself. Sir Stafford
Sands and Mr. Groves, that Sir Roland gave good value for his retainer
under this agreement, we are again in the position of being unable to
identify any specific matters on which advice was either sought or given.
We have not been told if he ever visited Freeport  to
out his consultant duties. If he did, he apparently made no claim for any
expenses incurred thereby. We have seen no documentary evidence in
nature of correspondence, memoranda or sketches to confirm that Si:
Roland's advice was ever sought or given on any of the technical matters
on which he had undertaken to assist. In his case particularly, we would
have expected that some of his suggestions  have been committed to
paper in the form of plans or calculations. The only person with whom
Sir Roland appears to have discussed anything of a technical nature was a
man by the name of  Doug  whom he knew as an engineer
but whose employers he did not know. Apart from this, Sir Roland seems
to have had no contact with the large engineering contractors who were

 carrying out the various road building and constructional projects
 Freeport.
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 On 22nd February, 1964. after he had become Premier of
 he wrote  Mr. Groves terminating his  on the ground

that he was unable to find the time to  his duties under the agreement.
We should like to t h i n k that there was perhaps more than a twinge of
conscience in his surrendering his  after only ten months of its
enjoyment and a total payment of. £5,000.

Dr. Raymond  Sawyer
 Dr. Sawyer is a dentist. In April 1963 he was a Member of the

Executive Council and a Member of the House of Assembly. He was
a Member and former Chairman of the Health Board, having served on
body for about twenty years. He  us he had probably greater experience
than anyone else in the  of public health though he had no
special qualifications in that field. He was and is the owner of Hobby Horse
Hall, the only racecourse on the  of New  and was in
favour of casino gambling provided that it was subject to proper controls.
He  us quite frankly  he approved of the application by the Amuse-
ments  for a Certificate of Exemption.

114. Sir Stafford Sands seems to have approached Dr. Sawyer a few
days  1st April. 1963. with a view to a consultancy. On 5th April, the
latter signed an agreement by which he undertook to provide consultant
services for a period of five years up to a maximum of 100 hours a year in
return for an annual retainer of £2,000.  exact duties under the agreement
were defined

 Advising on medical and dental requirements services and facilities
required for and proposed to be provided in that part of the Island
Grand Bahama known to the parties hereto as ' the Port Area V (Docu-
ment 26.)

He understood that the need for this agreement arose from the anticipated
increase in population in Grand Bahama which would follow the introduc-
tion of casino  The Development Company wished apparently to
have the benefit of his experience in organising appropriate medical facilities
to deal wi th the expected  There was  some talk of establishing
a health spa in Freeport with clinics to cater for wealthy businessmen who
needed rest and treatment.

 As in the case of  other consultants. Dr. Sawyer never found
 need to mention his agreement to any third parties, nor did he learn

of the other agreements u n t i l he read about them in the  Street
Dr. Sawyer did not claim to have rendered any services to the Development
Company under his agreement. He told us simply that he was never called
upon to provide any. Apparently he was never curious enough to ask
Sir Stafford Sands or any of the officers of the Development Company why
this was  He did not think the  fee he was being paid under the
agreement was  for the maximum number of hours per year he
could have been required to work, since as a dentist in the Bahamas, he
told us. he needed an income of between  to $100,000 per annum

 to get by
116. On the initiative of Mr. Gonsalves, and with the acquiescence of

Dr.  this agreement was terminated on 31st January, 1966. Under
the terms of the agreement the Company, having no power of termination
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save in the event of the consultant's gross misconduct or neglect, was bound
to pay Dr. Sawyer the total of the retainer fees which would have become
due to him if the agreement had run its full length. He received in all

Mr. R. H. Symonette
 Mr. R. H. Symonette is the son of Sir Roland Symonette and is an

amateur yachtsman of considerable international repute. In addition to
owning the Nassau Yacht Haven and the Pilot House Club, he has a number
of business interests in Nassau and  In April, 1963, he was Speaker
of the House of Assembly, Chairman of the Advisory Committee to the
Development Board and Chairman of the Pilotage Board.

 Mr. R. H. Symonette had been very friendly with Mr. Groves for
a number of years prior to 1963 and during that period had advised him on
many occasions on yachting matters and the location and construction of
marinas. He had also given some advice on the purchase of certain yachts
to Mr. Chesler, which the latter, to his loss, had not followed. As a former
member of the Development Board and then Chairman of the Advisory
Committee to that Board, Mr. Symonette had had occasion to discuss
the extension of casino gambling in the Bahamas, and in Grand Bahama in
particular, on several occasions during 1962. Along with other members
of the Development Board, he had formed the view that the introduction
of casino gambling to that Island might be necessary as a  shot in the arm
to the rather halting progress that was being made there. Thus, it is not
surprising that he was in favour of the proposal outlined to him by Sir
Stafford Sands shortly before the Executive Council considered the matter on
27th March, 1963. He even suggested some amendments to the form of
Certificate proposed.

119. Unlike his  consultants, Mr. Symonette was approached by
Sir  some weeks before the Certificate of Exemption was granted
to the Amusements Company with a view to his entering into a consultancy
agreement with the Development Company. He signed his agreement on
2nd April. 1963, and thereby undertook to provide consultant services for
a period of five years up to a maximum of 100 hours a year in return for
an annual retainer of £5.000. His duties

 Advising on the design  and promotion of marinas
yacht harbours and yachting facilities generally and the promotion of
yachting business on the Island of Grand Bahama." (Document 25.)

120. Mr. Symonette  the Commission that his duties under this
agreement did not turn out to be as onerous as he had expected. He
confessed to being a little disappointed in the extent to which his advice
was sought. During the currency of his agreement he was not called upon
to advise on the design of any marinas or yacht harbours nor was he
consulted about yachting facilities generally. The  matter which Mr.
Symonette was able to draw to our attention as a service rendered was
his participation with a number of other persons in the organisation of a
power boat race and possibly a yachting event known as the
Race.
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121. Although Sir Stafford felt it would be a good thing for the Develop-
ment Company to have the name of Mr. R. H.  associated with
the  project, his consultancy was kept as secret as the others. As
we have already observed, he did not even tell his father. He did, however,
know of Mr. F. W. Brown's agreement. He had been asked at the outset
by Sir Stafford to suggest the name of a suitable pilot who could advise
on pilotage and harbour matters in  and Mr. Brown was the man
he proposed.

122. Mr. Symonette's consultancy was terminated on 31st January, 1966,
but, as in the case of Dr. Sawyer, he was paid in one lump sum the total
of the fees which would have been due to him if the agreement had run
its full length. In all he received £25,000.

Mr. F. W. Brown
123.  Captain  Brown, as he is affectionately called, is a

Bahamian pilot. He is also, and was in 1963, a Member of the House
of Assembly for  a constituency he shares with Mr. R. H. Symonette.
Piloting ships in and out of Nassau is in his blood. He grew up doing it.
Although he is as familiar as anyone could be with the harbour waters
at Nassau, and at Georgetown, Exuma, where he worked as a pilot for
four years during the Second World War, he has not the same knowledge
of the Freeport Channel in Grand Bahama. In 1959, after entering that
channel on a ship piloted by Captain  the Trinity House Pilot

 by the Port Authority, Mr. Brown was called upon by Mr.
Groves to advise on the widening of the channel. Mr. Brown gave Mr.
Groves the benefit of his experience and the channel was widened accord-
ingly. That was the only occasion when Mr. Brown was ever professionally
concerned with the Freeport Channel. He has never worked a ship in or
out of it in his life.

124. Mr. R. H. Symonette first broached the question of a consultancy
agreement with him on 4th April, 1963. On the next day he was asked
to go to Sir Stafford Sands' office where he signed an agreement under
which he undertook to provide consultant services for a period of five
years up to a maximum of 100 hours per year in return for an annual
retainer of £500. His duties were :

 Advising on pilotage and navigational problems, including opera-
tion of pilotage and tug services, lights, buoys and other navigational
markers and aids, and harbour management and control generally."
(Document 27.)

125. Mr. Brown, too, found no occasion to mention his agreement to
third parties, nor did he learn of the others until the appearance of the

 Street Journal article. Although considerable work on the channel
has taken place since 1963, he was never asked to give any advice under
his agreement, and it was terminated on 31st January, 1966. He also
received on termination the total sum which would have been due to him
if his agreement had run its full span. In all he received £2,500.

126. At the time when this agreement was entered into, the Port Authority
already had in its employ the highly competent Captain  who
had been working as a pilot in the Freeport Channel for a number of

 It is difficult to see why the Development Company should seek
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to retain as a consultant for pilotage and navigational matters in the Freeport
waters a man who had never worked there at all. Mr. R. H. Symonette
could not see the need for this consultancy agreement and nor can the
Commission.

Other Transactions Examined by the Commission
The Agreement between the Port Authority and  Limited

127. Mr. Charles Trevor Kelly is the President and a Director of
Greenacres Ltd., a Bahamian shipping company. He was appointed a
Member of the Executive Council on 7th January, 1963, and later became
Minister for Maritime Affairs under the new Constitution. Because of his
absence abroad when the Commission resumed its hearings on 14th August,
1967, it was necessary for his evidence to be taken on affidavit. (Document
98.)

128. In January or February, 1963. Sir Stafford Sands, as attorney
for the Port Authority, asked Mr. Kelly if he would be interested in under-
taking through the medium of his company a regular freight service between
Miami and Freeport. Mr. Kelly was interested in the proposal, and later,
sometime in February, he and Mr. Groves discussed the matter in detail
and reached an agreement for the provision of such a service for a period
of five years. This agreement was reduced to written form by Sir Stafford
Sands on behalf of the Port Authority in conjunction with the law firm
of  & Kelly on behalf of Greenacres Ltd. It was executed by Mr.
Groves on behalf of the former company on 1st April, 1963, and by Mr.
Kelly on behalf of his company on 10th June, 1963. (Document 28.)

129. Under this agreement Mr.  Company undertook for a period
of five years from 1st April, 1963, to make two scheduled trips weekly from
Miami to Freeport with its cargo ship, the M.V. Betty K III. The Port
Authority on its part undertook to subsidise the shipping company for the
first two years of the service. The subsidy payable was  sum which,
together with the gross freight income of the ship, would amount to

 per annum for those two years. In short, the Port Authority
was guaranteeing Mr. Kelly's company a gross freight income of $208,000
per annum in respect of freight carried by the M.V. Betty K  for that
initial period. For every scheduled trip which was not made the amount
of the subsidy payable was reduced by $2.000. The agreement was termin-
able by Greenacres Ltd., but not by the Port Authority, at any time after
23 months of its operation on two months' written notice to that effect.

130. The coincidence in time between the commencement of this agree-
ment and the granting of the Certificate of Exemption to the Amusements
Company is explainable by the fact that the latter event was the con-
tingency on which the Port Authority would have  justified in initiating
such a service. In the event the agreement did not prove to be a success.
Although the freight carrying capacity of the Betty K III was such that
it could have earned considerably more than the guaranteed freight income,
it was not equipped to handle roll  off trailers. The competition from
other ships which were so equipped plying between Florida ports and
Freeport seems to have been the main reason for her not doing so well as
had been expected. After only nine months of operation, during which
time the actual gross freight income of the vessel fell far below the guaranteed
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amount, the Port Authority suggested that the agreement should be terminated
on the payment to Greenacres Ld. of  This offer was accepted and
the Betty K III made no more trips under the agreement after  December,
1963.

131. This particular agreement was curiously described by Sir Stafford
Sands, when giving evidence before the Commission, as an  arms length
transaction. It was clear that he was seeking to distinguish it from the
consultancy agreements entered into about the same time. This is a distinc-
tion which the Commission would endorse. Not only did Mr.  company
render substantial services to the Port Authority under the agreement but, in
its very nature, there could have been no secrecy about it. On the evidence
before us, this was a simple business transaction entered into by those acting
for the Port Authority without sufficient examination of the requirements of
persons making use of such a freight service.

132. There remains, however, the possibility that Mr. Kelly might have
allowed himself to be influenced by the benefit which this contract would
confer on his company when he advised the Governor in Council on the
grant of the Certificate of Exemption. We have no evidence to show, and
Mr. Kelly himself denies, that either Sir Stafford Sands or Mr. Groves ever
mentioned the matter of casino gambling to him during the preliminary
discussions about the contract. Nevertheless, it does seem to the Commission
that the agreement made prior to its formal execution by Mr. Groves on
1st April, 1963, must have been fairly tentative because the Port Authority
would not have wished to commit itself to such an obligation had the applica-
tion for a Certificate proved unsuccessful. We do not know the extent to
which Mr. Kelly was aware of, or considered, this aspect of the matter, when
he was called upon to give the Governor his views on the application. It
would appear that he was in favour of the proposal on the ground that it
would be an incentive to the tourist industry and development of Grand
Bahama. He was, however, concerned that the casino operations would be
conducted on a controlled basis and with proper safeguards to prevent it
from becoming infiltrated by gangster interests. It will be remembered that
Mr. Kelly was a co-member with Sir Stafford Sands of the syndicate which
applied unsuccessfully for a Certificate of Exemption in February, 1946.

Political Contributions made by the Amusements Company through the
Development Company.

133. After the grant of the Certificate of Exemption to the Amusements
Company on 1st April, 1963, Sir Stafford Sands asked Mr. Groves and Mr.

 to make a regular political contribution through the Development
Company to the United Bahamanian Party. The only reasons which he
gave to the Commission for making such a request at that time was that he
felt the Development Company could afford to make such a payment and
because the Party needed money. The Commission found the timing of the
request rather hard to understand since the Development Company at that
time was not yet in a strong position. Further, the principal use of party
funds was to meet election expenses, and a General Election had just been
held at the end of 1962. Another four years were to elapse before the next
one. Mr. Groves and Mr. Chesler, however, arranged for the payment to
Sir Stafford personally of the sum of $10,000 per month for this purpose.
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These payments were recorded in the Development Company's books of
account as legal retainers paid to Sir Stafford. Regular payments were made
in this way from April to the end of 1963. No payments were made during
1964 and 1965, but the undertaking to make them was ratified by a meeting
of the Executive Committee of the Board of Directors of the Development
Company on 29th April, 1964 (Document 75B). By this time Mr. Gonsalves
had become President of the Company in place of Mr.  Mr. Gonsalves
told the Commission that this agreement was ratified because the Company
felt that it had a moral obligation to continue the payments. He told us
that he never enquired about the purpose to which the payments were
applied or whether the Party really was in need of funds.

134. Towards the end of 1965, Mr. Gonsalves queried a large charge
made by Sir Stafford Sands in respect of conveyancing work undertaken
by the latter for the Development Company. The amount charged for
this particular matter was the recognised scale  but the actual work
involved had been largely of a repetitive nature. After some discussion an
arrangement was reached whereby that fee was paid in March, 1966, along
with a further sum of $182,448.32 (£65,160 2s. 3d.) in full settlement of the
political contribution for the years 1964 and 1965. Sir Stafford was to make
up the balance of approximately $60,000 due in political contributions for
those years and settle in full the Company's obligations to Dr. Sawyer, Mr.
R. H.  and Mr. F. W. Brown, whose consultancy agreements were
to be terminated, out of the conveyancing fees so paid to him. A further
$50,000 was paid to Sir Stafford up to May, 1966, in respect of the political
contributions. No further payments have been made since that time. Mr.
Gonsalves told the Commission that he thought it best to terminate this

 moral  which the Company had incurred because of the
approaching General Election. In view of the fact that the principal use of
such monies was the defrayment of election expenses we found this a some-
what curious reason for the cessation of the payments.

135. Although the Development Company incurred the obligation to make
these political contributions, it was the Amusements Company which ulti-
mately footed the bill as it did in the case of the consultancy agreements.
The Development Company charged the Amusements Company with what
were called  management  of $24,000 per month to meet the political
contribution and the consultancy fees. The contributions were paid directly
by the Development Company to Sir Stafford Sands during 1963, but the
settlement payment of $182,448.32  2s. 3d.) in March, 1966, for 1964
and 1965 was made by the Development Company to Paradise Enterprises
Ltd., which in turn  it to Sir Stafford Sands. The latter company had been
formed, also under the aegis of the Development Company, to operate the
proposed casino on Paradise Island. The payments totalling $50,000 in 1966
were again made to Sir Stafford via Paradise Enterprises Ltd., but the funds
therefor were transferred directly to the latter Company from the Amuse-
ments Company (Documents 90, 91 and 93).

136. The Commission was anxious to understand why such circuitous
methods were employed by the Amusements Company in the discharge of these
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obligations. The reason given by Mr. Gowlding, the present Executive Vice-
President of the Amusements Company, was that it was desired to give Sir
Stafford the feeling that he was being paid out of Nassau as well as Freeport.
We found this to be an unconvincing explanation.

137. Sir Stafford Sands retained these political contributions in one of his
own private accounts. Only one or two high ranking members of his Party
knew that the payments were being made. These did not, apparently,
include Sir Roland Symonette or Mr. H. R. Saunders, the Treasurer of the
Party since 1960. The latter, who was responsible for an account kept by
the Party at the Royal Bank of Canada, Freeport, did not know that Sir
Stafford kept a private bank account for the Party, although he knew, along
with some other  of the Party, that Sir Stafford had  funds avail-
able  if needed. There is now standing in this account a sum of approxi-
mately $205,000 which Sir Stafford has told us he is holding as trustee for the
Party. We find it hard to understand why these monies have been retained
by Sir Stafford in his private account for so long. We appreciate that
contributors might have preferred to make political payments directly to
him in the first place. In this way they were able to  the nature of
such payments ; but it would have involved no breach of confidence on the
part of Sir Stafford if he had then made a transfer into the Party's account
of the amounts so paid.

Payments by the Grand Bahama Service  Ltd., through the Port
A

138. The Grand Bahama Service Company Ltd. (hereinafter referred to
as  the Service Company  is owned in equal shares by the Port Authority
and the Development Company. It was formed to take licence fees, build
shopping centres and other community facilities and generally to derive
income arising from the land development in Freeport.

139. A photo-stat copy of a letter dated 3rd July, 1962, was made
available to the Commission during the course of its hearings in April, 1967.
The letter purported to be written by Mr. Peter Gregory, who was at that time
the Resident Comptroller of the Development Company, to Mr. Chesler.
It referred to a meeting which took place nearly six months earlier between
Mr. Groves, Mr. Gonsalves, then Executive Vice President of the Port
Authority, and their Mr. Cowan. We feel that we should set out the terms
of that copy letter in full (Document 69A).

 Martin

Mr. Louis Chesler,
President,
The Grand Bahama Development Company Ltd.,
250 Park
New York 17, N.Y.

Dear Mr. Chesler,
At a meeting on January 9, 1962 between Messrs. Groves, Cowan and

Gonsalves it was agreed that the Grand Bahama Service Company
Limited reimburse the Port Authority the amount of  paid out
to various concerns in the Bahamas.
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These payments were made on the following
$

Architectural Marble Company ...  3,254
Nassau Daily Tribune ... ... ... ... 20,000
Abaco Lumber Company Ltd.
Eugene Dupuch
R. H. Symonette ..
The Nassau Herald

18,000
10,000
10,000
2,760

Total $64,014

Together with a payment made previously to the Nassau Herald of
$2,240, there is a difference of $10,100 between amount of $76,354
mentioned at the meeting and the amounts which I have ascertained have
been disbursed.

At the same meeting an arrangement was made whereby the $76,354
would be added to the value of the Government buildings and Voodoo
Club buildings when the transfer of these premises was effected to the
Service Company. From what I can gather here, negotiations concerning
the Government buildings have been suspended for the time being.

The Voodoo  is being leased to the Service Company in con-
sideration of $40,000 which will be treated as a loan to the Service
Company by the Port Authority. The question now arises as to whether
or not the $76,354, which has already been disbursed to the Port
Authority, is to be added to the cost of the Voodoo Club to the Service
Company.

Your views on this would be appreciated and at the same time I would
like to know if any policy has been formulated in connection with the
Government housing.

Sincerely,
PETER GREGORY,

Resident Comptroller."

140. The letter appears to record the reimbursement of the Port Authority
by the Service Company of payments made by the former Company to
various persons and concerns in January, 1962. It goes on to ask whether
the total amount of this reimbursement by the Service Company should not
be reflected as part of the cost of property leased to the latter by the Port
Authority. The identity of the recipients of the individual payments and the
unusual nature of the arrangement referred to in this letter caused us to
enquire into the matter in some detail.

141. Neither Mr. Groves nor Mr. Gonsalves were able to remember the
meeting described. Mr. Cowan and Mr. Gregory did not give evidence
before us, and Mr. Chesler had no recollection of receiving such a letter.
However, it is clear that the payments set out in the letter were made by
cashier's cheques (Document 69B) and that the Service Company did re-
imburse the Port Authority therefor. Mr. Gonsalves, after making some
enquiries, was able to tell the Commission that the totality of the amount
paid was indeed added to the cost of the Voodoo Club to the Service
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Company. The effect of  arrangement was that the books of the Port
Authority recorded the payments individually, but the Service Company
had no records of them. When the Commission asked Mr. Gonsalves why
the Service Company's books were not made up to show the reimbursement
of the Port Authority for the payment of  items he gave us the
following

 Then you would have to charge it to profit and loss of the Service
Company and it is better to give a valuable asset than to charge to profit
and loss. Then you have a building and land which had value."

We totally failed to understand this answer and the expansion of it which
 We are unable to see any good reason for the involved mechanics

of the payments of these sums or of the means of reconciling the same in the
respective books of account of the two companies.  is not as if there were
any tax advantages to be gained by such a manoeuvre.

142. Mr. Gonsalves was unable to assist the Commission as to the reason
for the making of these payments to the persons concerned or as to why they
were made by cashier's cheques. He told us, when giving evidence on 20th
April, 1967, that he had asked Mr. Groves about these matters but that he
did not think the  memory was very clear thereon. This was certainly
the impression which Mr. Groves sought to create when he gave evidence
before the Commission on 16th August, 1967. He was unable to recollect
any of the payments, save that made to Mr. Eugene Dupuch, or why this
method of payment was adopted. We were, however, able to obtain
further information from the recipients of the payments themselves. Only
the payments to Sir Etienne Dupuch, Mr. Eugene Dupuch and Mr. R. H.
Symonette are material to our terms of reference.

(a) The payment of $20,000 to the Nassau Daily Tribune
143. This amount was actually paid by two separate cashier's cheques of

$10,000  one dated 10th January, 1962, and made payable to the
Nassau Daily Tribune, the other dated 25th January, 1962. and  payable
to Sir Etienne. The latter is the Editor and owner of the Tribune (formerly
called the Nassau Daily  which is probably the leading newspaper
in the Bahamas. He was for several years a member of the Legislative
Council, and, on the coming into force of the new Constitution in January.
1964, he became a Senator, an office he still holds. He has always been an
outspoken Independent both in his capacity as a politician and as an editor.
In recent times, however, he has tended to give fairly consistent support to
the United Bahamian Party, although this support has not prevented him
from giving vent to sharp criticism of some of that Party's policies and
personnel from time to time.

144. Since 1961, Sir Etienne has had an agreement  the Port Authority
whereby, through the medium of his  he would give press coverage
to the development and activities in Freeport, and, to a lesser extent, on
Grand Bahama Island as a whole. This commenced with monthly visits to
Freeport by Tribune reporters. By the end of 1963, however, for a variety
of reasons, this arrangement began to break down, and it was not un t i l
March, 1965, that the Tribune set up an office in Freeport and began to
give daily coverage in a section of the paper originally called  the Grand
Bahama Section  and now called  the Freeport Section  Save for a period



during 1964 when the Port Authority paid the Tribune on  a rate basis
that Company has since 1961 provided the paper with a guaranteed annual
income of £10,000 in respect of advertising and printing work undertaken
for Freeport interests. Sir Etienne told us that he believed the two separate
payments of $10,000 referred to in this letter related to the guaranteed
payments by the Port Authority for the years 1961 and 1962. He was
unable to verify this belief because his records for those years were
apparently burned in a fire at his newspaper premises in 1964. We doubt
whether Sir Etienne is right in this belief because the annual amount
guaranteed by the Port Authority was £10,000 not $10,000. According to
Mr. Gonsalves there is nothing in the records of the Port Authority which is
of assistance in this  so these payments must remain unexplained.

 The Payment of $10,000 to Mr.  Q.C.
145. Mr. Eugene Dupuch is a Bahamian attorney and a member of the

English Bar in practice in Nassau. He is now the Leader of the Opposition
in the Senate. From March, 1950, until January, 1967, he was a Member
of the House of Assembly. During this period he was also a Member of the
Executive Council from  1953, to January, 1964, and Minister of
Welfare from the latter date until January, 1967.

146. During the hearings of this Commission that were held between 16th
March, 1967, and 21st April, 1967, Mr. Dupuch appeared before us as
Leading Counsel for the Development Company, the Amusements Company
and Paradise Enterprises Ltd. His Junior was Mr. W. E. A. Callender.
Because of the investigation by the Commission into the receipt by him of the

 sum from the Port Authority, Mr. Dupuch felt that it was in
the best interests of his clients for him to withdraw from the Inquiry as
counsel on the resumption of the hearings of the Commission on 14th
August, 1967. Thereafter he and those companies for which he had appeared
before us were represented for the remainder of the Inquiry by Mr. Tasker

 V.C.. Q.C., leading Mr. John  Wood, M.C., and Mr.
On 15th August, 1967, Mr. Dupuch gave us the following account on oath
concerning the payment to him of the sum of $10,000 by the Port Authority.

147. He first met Mr. Groves in 1960, and since January, 1961, his firm.
Messrs. Dupuch and Turnquest, has been retained as counsel for the Port
Authority and the Development Company. Towards the end of 1961, at
which time he represented the remote District of Crooked Island as an
Independent in the House of Assembly, Mr. Groves offered him the sum of
$10,000 as a contribution towards his campaign expenses at the next General
Election. In making this offer, Mr. Groves said that he regarded Mr. Dupuch
as a constructive Member of the House of Assembly who should remain
in public life, and that he realised the financial strain involved for an
Independent to conduct a proper election campaign in a remote District.
Because of the exceptionally heavy expenses to him of running an election
campaign in the Crooked Island District, Mr. Dupuch gratefully accepted
the offer. The money was paid to him on about 10th January, 1962, and he
banked it a few days thereafter.

148. During 1962 Mr. Dupuch's health was such that he did not feel
able to face the rigours of an Out Island campaign at the next General
Election, and he decided to stand instead as an Independent for the East

46



5th
as

my

he
in
as

•ed
cer
er.
th

m.

I
an

Central District of New Providence. As an  campaign in that
District would not be nearly as expensive as that in the Crooked Island
District, Mr. Dupuch  Mr. Groves of his decision and offered to
repay the money. The latter refused this offer and told Mr. Dupuch to
use the surplus that remained after the forthcoming election for the many
incidental expenses which a man in  life had to meet. In September,

 Mr. Dupuch transferred the  already banked to a special
account at the Bay and Victoria Branch of the Royal Bank of Canada. In
the General Election which followed in November,  he was returned
as an Independent for his newly adopted District. He was not opposed in
that election by a candidate from the United Bahamian Party. In November,

 feeling that many of those who had voted for him supported the
policies of the United Bahamian  he joined that Party and became

 of Welfare in Sir Roland Syrnonette's administration in January,
1964.

149. Mr. Dupuch met the expenses of the  election both out of monies
in his personal bank account and also out of the sum of $10,000 lying in
the special account which  had opened in September, 1962. Thereafter
monies from both accounts were used by him for charitable purposes and to
meet the incidental expenses which he incurred in his public duties. The
special account was eventually closed in April, 1966. Mr. Dupuch made

 to the Commission copies of his bank statements (Documents 74
and 99) relating to the payment to him and the use by him of this sum of
money, and we are satisfied that the account given by him is true.

150. Mr. Dupuch told us that he had never discussed the subject of
gambling with Mr. Groves prior to the grant of the Certificate of Exemption,
and that he knew nothing about the proposal to introduce casino gambling
to Freeport until he received the agenda for the meeting of the Executive
Council on 27th March, 1963. He also told us that he knew nothing of the
consultancy agreements until either they were given publicity in the Press
or the matter was raised by members of the then Opposition in the House
of Assembly. He left us in no doubt of his hostility in early 1963 to the
extension of casino gambling to Grand Bahama. At a meeting which he
had with Sir Stafford Sands on another matter shortly after receiving the
agenda and before the meeting on 27th March,  he told Sir Stafford
that he  not support the proposal. His view at that time was  one
casino in New Providence was enough and that it was undesirable to extend
the gambling franchise to any of the Out Islands. From the evidence that we
have heard from a number of witnesses, this attitude of Mr. Dupuch at that
time was well known.

151. The matter of this payment of $10,000 to Mr. Dupuch was not
drawn to our attention as early as it might have  It emerged some three

 after the Commission had first begun to take evidence and only when
 sought to investigate the inter-company transaction recorded in the letter

 Mr. Gregory to Mr. Chesler (Document 69A) set out above. It is a
pity, having regard to  fact that he was a Member of the Executive

 and of the Cabinet at all times material to our  scope of
paragraph (c) of our terms of  to his position as Leading

 before the  that Mr. Dupuch should not have mentioned
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this matter before the quite adventitious appearance of the above letter. We
feel that he was unwise in following this course of conduct but we do not
consider him to be guilty of any venality.

(c) The Payment of $10,000 to Mr. R. H. Symonette

152. Mention has already been made of the friendship between Mr. R. H.
Symonette and Mr. Groves that had existed for a number of years prior
to 1963. In late 1961, about the same time as his above-mentioned offer
to Mr. Eugene Dupuch, Mr. Groves offered an identical sum to Mr.
Symonette to be used for similar purposes. At that time Mr. Symonette was,
and has been since 2nd July, 1949, a Member of the House of Assembly for
Exuma, a District for which Mr. F. W. Brown has also been a Member since
1956. Since 1956 the practice has been for Mr. Symonette to organise and
administer the financial side of their joint electoral campaign at each General
Election. The cost was then appropriately divided after the election was over.
Mr. Symonette told us that the sum of $10,000 given to him by the Port
Authority was swallowed up in his election expenses for the General Elections
in 1962 and 1967, the joint cost to himself and Mr. Brown of each of which
was £5,000. Mr. Symonette also told us that at the time when this sum was
paid to him he did not know whether Mr. Groves was interested in introduc-
ing casino gambling to Grand Bahama or not and that he had never prior to
that time discussed the subject with him.  seems to the Commission, how-
ever, very likely that the subject must have cropped up in conversation
between them during 1962 sometime after that payment. During that period
some of the members of the Development Board, including Mr. R. H.
Symonette, discussed the possibility of introducing casino gambling to Grand
Bahama as a boost to its economy.

Sir  Consultancy Agreement

153. Sir Etienne Dupuch had been a close friend of Mr. Groves and
Mr. Gonsalves for a number of years before the Certificate of Exemption
was granted to the Amusements Company. During that period both of these
men had frequently sought his advice on a variety of undertakings in which
they were involved in  Sir Etienne told us that he and his forbears
had been  saturated  with public life in the Colony and that he was well
qualified to advise Mr. Groves on the public reaction in Nassau and Freeport
to various projects that the latter had in mind from time to time for the
development of Freeport. He told us by way of example of one occasion
when Mr. Groves sought his advice on whether it would be  the right thing
to build a low cost housing development in Freeport, and he had vouchsafed
the oracular answer that it would be  a very good  Prior to the
beginning of 1964 such advice had always been given without charge. Then,
one day in January, 1964, just after the opening of the Monte Carlo
Casino in  Sir Etienne happened to be in the office of Sir Stafford
Sands. As he was about to leave, Sir Stafford said to  You know
Etienne, Wallace (Groves) and Keith (Gonsalves) have asked me to say they
would like to have you as one of their consultants. You have always been
concerned to have clean gambling in the place, and they felt if they could
consult you from time to time you might be able to help them." Sir Etienne
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replied that he was always available to give them advice and would be
glad to act as a consultant. No question of payment was mentioned at all
on this occasion.

154. Shortly afterwards, in February,  Sir Etienne received a letter
from James E. Maher, Executive Vice-President of the Development Com-
pany, containing a cheque for £1,000 which purported to be in payment of
his consultant fees for two months. He immediately telephoned Sir Stafford
Sands to express his astonishment and assured him that he had never had
any intention of charging for his advice. Sir Stafford told him that he
(Sir Etienne) was one of a group of consultants, that £500 per month was

 a regular fee  and that if he did not want the money for himself he
could devote it to charity. Sir Etienne agreed to accept the fees on that
basis and wrote the following letter (Document 31) to Sir Stafford  sent
a copy to Mr. Maher) on 20th February, 1964. This letter is actually dated
20th February, 1963, but that is clearly a mistake as the terms of the
letter show.

20th February, 1963.

 Sir Stafford Sands
Chambers, Nassau

Dear Stafford,
I received a letter  Monday from Mr. James E. Maher, Executive

Vice President of the Grand Bahama  Co. Ltd.  a
cheque for one thousand pounds in payment of consultant services
for January and February.

You had talked with me briefly on this proposal but I did not
realize that it had been finalized.

I am sure you know that I am not happy  having casinos in
the islands but since a casino has been established at Grand Bahama
I am concerned to see that a high standard is maintained. If you
think that my services in this way might be helpful I shall do my best
but I want you to feel that it is an arrangement that can be terminated
at any time by either side.

I told you at the time that this arrangement must not in any way
be considered as influencing my decisions in the Senate or the policy
of the Tribune. You agreed to this condition.

I would have readily given my services free of charge but since you
insist on paying what you say is the usual fee for this kind of service
I shall deposit the money to a special account I have in the Royal Bank
of Canada for helping children and for other charitable purposes.

Yours sincerely,
ETIENNE DUPUCH.

cc James E. Maher

155. This payment at the rate of £500 per month continued up to
 1965 when Sir Etienne terminated the agreement because, due

 illness, he was not able to undertake to the full the charitable activities
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in which he had previously been engaged. This termination was accepted by
Mr. Groves in a letter dated 13th December, 1965 (Document 54). Sir
Etienne received in  £12,000.

156. He told us that he advised Mr. Groves under the agreement on
various matters concerning Freeport,  such as the building of low cost
housing, the matter of the International Market,  schools, whether
the land should be allocated, whether the schools built should be conducted
by the authorities or whether they should be handed over to religious
organisations, who was going to conduct them and matters of that
It is noteworthy that he was not called upon to give any advice on the
proper conduct of the casino operations, although his assistance in that
direction was apparently the Development Company's main  in
retaining him as a consultant. However, Sir Etienne was frank enough
to say that he did not consider that he had given value for the consultancy
fee he was being paid and that the services rendered by him under the
agreement were very little indeed. He was anxious to emphasise that i f it
had not been for his charitable activities he would not have accepted the
payments. During the course of our Inquiry we sought to examine the
extent to which he had in fact devoted these monies to charity. We learned
that he paid them into his personal account. However, from the documen-
tary evidence which he eventually made available to us, it was clear that
he had devoted almost the entirety of these fees to a variety of charitable
purposes. We are also satisfied that such small  as remains will be
applied in a like manner.

157. Sir Etienne, despite his close friendship with Mr. Groves and
Mr. Gonsalves, was told nothing about the proposal to introduce casino
gambling to Freeport in early  The first that he learned of the matter
was when he read about the grant of the  in the Miami
for Sunday, 7th April, 1963. He has never been opposed to gambling provided
that it was conducted on a restricted and properly controlled basis and
purely as a recreation for tourists. He told us that he had supported the
Bahamian Club over the years because he thought it served a useful
purpose in Nassau. However, he had frequently warned the public in strident
terms in his editorials of the dangers which could result from the
of large scale gambling to the Colony in which American gangster elements
might take a hand. He was convinced that such elements were
to gain a foothold in the Bahamas. Those involved in the Freeport casino
project could hardly have hoped to find an ally in Sir Etienne at that time.

158. The Commission has had an opportunity to examine the editorials
of Sir Etienne on the subject of gambling from 1961 to date.  we
do not wish to prejudice any civil proceedings which may be  we
feel bound to make some reference to the consistency or otherwise of
Sir Etienne's approach to the subject over this period.

159. The Commission has observed a consistent pattern of opposition
to anything which might have resulted in gangster run casino  in
these Islands. After the grant of the Certificate of Exemption in April,
Sir Etienne persistently campaigned for rigid control of the new casino
operations, for taxation thereon, and against any further casinos
opened. Nevertheless, the Commission has discerned a distinct abatement
in the vigour of his opposition to large scale casino gambling in the Colony
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since the grant of that Certificate. His warnings of the dangers inherent in
such an operation have been proclaimed with far less vehemence than before
1963. Further, he seems to have shown an immediate and surprising readi-
ness to accept that the fait accompli with which he was presented in April,
1963 was sufficiently hedged with controls to meet the dangers about which
he had been warning the public for so long. On 10th April, 1963, he
wrote an editorial in which he stated that the Government should reveal
to the public the terms under which the Certificate was granted. This was
preceded by the following

 On Sunday the Real Estate Editor of the Miami  stated in
his column that a casino licence had been granted to the new hotel under
construction at Freeport. Grand Bahamas.

Yesterday the P.L.P. issued a statement to the Press stating that this
information was correct and that they would oppose this decision in
the House.

The Tribune contacted a high  who stated that the Governor-
 had approved a very restricted licence for this hotel.

We have since been told that the licence is similar to that under which
the Bahamian Club has operated satisfactorily in Nassau for over 50
years. The Bahamian Club has been an asset to the tourist business in
Nassau.

The Tribune has always strongly opposed wide open gambling in the
Colony but we have endorsed the Bahamian Club.

If we could have anything comparable to the Bahamian Club at Grand
Bahama it would be an asset rather than a menace.

The only question to settle is whether it should be in a hotel or at a
location somewhere between Freeport and West End so as to serve the
interests of both hotels.

Otherwise there would be the danger of this type of operation
 all over the place.

That must not be allowed to happen.
Another point . . . like in the case of the Bahamian Club . . . there

should be no advertising."

160. There is an uncharacteristic air of acceptance in this passage, as
there is in a further editorial three days later where he refers to the former
opposition by the Tribune to the introduction of casino gambling to Grand

 Our opposition was based on the fear that this kind of operation
would most definitely provide an open field for underworld operators
from the United States.

It is clear from the conditions contained in the agreement that this
danger has been overcome."

 observed this complacency again in the early part of 1964 when the
connections of some of the casino personnel were, justifiably as it turned out,
called in question (Editorial Tribune for 1st February, 1964). The temper of
these  hardly compares with the following two samples of his
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approach to the matter before 1963. On 21st April, 1961, when writing of
an American who was apparently hoping to open a casino in the Colony,
he

 he can save his breath and go back home. This just isn't going
to happen. We feel sure it would never get by  If it got
by the House it would die a swift death in Leg. Co."

And on 29th April,
 if anyone is fooling any group into believing that they have a

chance to get a licence  we can tell them right now they have as
much chance to establish a legalised gambling operation here as a snow-
ball would have to survive in hell."

161. It may be that Sir Etienne was making the best of a bad job after
April, 1963, but in so  he seems to have lost a good deal of his
crusading spirit.

162. The above rather lengthy account may be summarised in the follow-
ing manner. At the time when the application came before the Executive
Council on 27th March, 1963, five of the six non-official members had
received or were about to receive some financial benefit either from the Port
Authority or the Development Company, as also were a Member of the
Senate, the Speaker of the House of Assembly and a Member of the House
of Assembly. The sixth non-official Member, Mr. d'Albenas, was not
approached. He was well known to be vigorously opposed to gambling on
religious grounds.

163. We feel that we should make some reference to the Members of the
Executive Council in April, 1963, whose conduct in connection with the
granting of the Certificate of Exemption has never been in question. They

 Mr. Walmsley, the then Colonial Secretary, Mr. Orr, the then Attorney-
General, Mr. W. Sweeting, the then Receiver General and
Chief  Mr. d'Albenas. No suggestion of impropriety has ever
been made against any of these four Members of the Council, and, on the
evidence before the Commission, none would have been justified.
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CHAPTER III

THE OPERATION OF CASINOS

The Managers
164. By 1st April, 1963, the Lucayan Beach Hotel, the site of the first

casino on Grand Bahama Island, was not completed, and the casino did not
open until  January 1964. In the intervening nine months a full operating
staff had to be recruited.

165. Under Clause 7 of the Certificate, the Amusements Company was, in
relation to croupiers and dealers,  required to employ only persons who shall
have been born in and during at least three years before their first employment
in the Colony by the Company shall have resided in the United Kingdom of
Great Britain and Northern Ireland and the Republic of Ireland or a country
or countries in Western Europe . .  This meant that American citizens
were precluded from employment. There were exemptions, however, under
the same  for one credit manager for each casino and  for a period of
three years from the date of the opening of the first casino  of supervisors
for the dice or ' Craps ' tables operated in each such casino

166. The reason given to us for the employment of American Supervisors
centred on the principal game to be played. Four different games were

 roulette, black-jack, mechanical slot-machines and dice, better
known as craps. We were told that American gamblers learn to play dice
from their earliest youth and graduate through the years to the sophisticated
and complicated variety played in the Las Vegas casinos and in the many
illegal  in States where gaming is against the law. It is not
confined to the player who actually throws the dice.  up to a
limit of about two dozen may bet on whether he successfully makes the
throw at which he is aiming, or whether he will fail.

167. The tempo of the game is all-important. Excitement rises as the
dice go from '  to '  and speed of  is essential. We were told
by the Commissioner of Police that in a fast game the profit to the house
was only about 1.4 per cent. The slower the game the lower the profit. To
maintain this speed, those running the game require considerable expertise.
Normally a staff of 6 is required to handle a crap  croupier or  stick-
man  two  dealers  two  box-men  and a  ladder-man  On this
account, the cost of keeping a crap-table going, with regular changes in the
operators every 20 minutes to maintain the necessary  is very
high. In spite of this, we were informed that the big players or  high-
rollers  in the United States would not come to the Grand Bahama casino
unless craps was played, and this to some extent is borne out by the provision

 crap-tables at the Bahamian Club in Nassau for many years.

168. The other facility insisted upon by the high-rollers, and indeed by
 others, was credit. Apart from the inconvenience of carrying large
 of money, there were obvious  and authority for credit was

53
856177 C2



accepted as part of the casino scene, but it had to be tightly controlled.
Moreover, it was often needed at short notice. Mr. Chesler took the view
that, in order to get the casino launched with a promotional flourish, it was
important to empioy men in the casino who would have prior knowledge of
the financial standing of at least some of the known large gamblers who
would be coming over to see whether the new casino was to their liking.
Further, it would be even better if these men were such as would be able,
through personal relationships, to issue invitations.

169. Mr. Chesler was himself, as mentioned already, a gambler (and a
loser) in a big way, and these activities were not confined to casinos. He
bet on horses, football, base-ball,  anything. His bookmakers
were a trio who had made a living out of gambling all their
Frank Ritter alias Reid, Max Courtney alias Morris Schmerzler and Charles

 alias Brud. They operated mainly in New York and in Montreal
in Canada where off-course betting was against the law. Nevertheless, they
were bookmakers in a sufficiently large way of business for the U.S. autho-
rities to evince a special interest in their activities.

170. Attracted by the prospect of a regular income ($100 a day was
offered to each) together with a substantial annual bonus, the three men
signified their willingness to be employed as casino-managers and Mr.
Chesler, in his own words,  hired them  Messrs. Ritter and Courtney
were in post at the opening of the casino. Mr. Brudner joined them 10
months later in October, 1964. The Commission heard both the former
in evidence and drew the conclusion that these rather remarkable men
were in the truest sense the managers. In the actual gaming, in the affording
of credit and even in the employment of staff they were in absolute
They were also present at the daily count of the takings although in this
exercise at least one of the Security Officers, who will be mentioned later,
was there as well.

171. The Commission did not have the opportunity of seeing Mr. Brudner
who was on the sick list during the whole of the Inquiry. His condition
was supported by medical certificate and even in the last phase of the
investigations he was reported to be too ill to appear before us. Nevertheless,
in spite of the loss of his active participation, he was treated by Messrs.
Ritter and Courtney as an equal member of the partnership in pay, bonus,

 his part in the lease of the credit card index which is described in
paragraphs 192-194.

172. The next important adjunct to large-scale gambling is what is known
as  A group of heavy gamblers is canvassed and assembled,
their credit rating up to a certain fairly high figure is  an aircraft
is chartered, and the party is flown to the scene of operations. We were
told by Mr. Gonsalves that junkets are vital to the economy of the Amuse-
ments Company. He explained that the Company had heavy commitments,
in the form of subsidies, to certain hotels on the Island and that the
from tourists who came to the Island for a holiday and only spent a few
dollars in the casinos (known as  two dollar punters  were not sufficient.
The average cost of a junket is around $50,000, for not only do the Com-
pany meet all transportation charges, but it also pays all hotel bills
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for the  and their wives. Mr.  estimated that two-
thirds of the casino profits came from the junkets. It is obvious then that
the casinos must be careful whom  to go on the junkets. Not
only must the intended junketeer be a big gambler but he must also have a
high credit rating. This credit rating is established in a number of ways.
Messrs. Ritter and Courtney claimed that, from their own knowledge, they
were able to rate most of the big time gamblers in the United States, but
to fill in any gaps they kept a card index at the casino where they stored
details, often supplied by the individual's bank. The rating is translated
into a series of code numbers, ranging from  low two  which means safe
for a credit of 30 to 40 dollars, up to  low seven  which we
means safe for several

173. The Amusements Company has two representatives in New York,
Messrs. Braca and  whose job it is to round up gamblers with suitable
qualifications and organise their trips to Freeport. Before the trip begins,
they send the list of names to one of the casino managers for vetting. He
may know of some reason why a person on the list is not, in the eyes of
the casino, a suitable person to come on the trip. This is gauged simply
on the amount of money he is likely to wager and not with any reference
to the character of the person involved. Once the junket arrives, its members
live almost completely on credit, so that at the end of the trip they will
almost certainly owe the casino money, the amount depending on their luck
at the tables. The managers and the organisers from New York then begin
the complicated task of recovering the debts. In straightforward cases the
junketeer will pay his debt immediately by cheque, even though this cheque
may be post-dated. It was not explained to us why a person whose credit
had been verified found it necessary to pay with a post-dated cheque. These
cheques are paid into an account held in Mr.  name at a bank in
Miami, the reason given being that gamblers do not like their banks to know
how much they have lost to a casino, although in many cases they have
allowed the casino to establish therefrom their credit rating. Where an

 is outstanding, without a cheque to meet it, Messrs. Braca and
 endeavour to collect the debt from the gambler in New York by

personal approach. We were surprised to learn that, despite all the pre-
cautions applied and the extensive knowledge of the managers, some people
still manage to come on the junkets who were reluctant or unable to honour
their commitments.

174. Messrs. Dan  Peters and Herman Stark, operating out of
Miami, manage a similar organisation on a lesser scale. They use seats on
the commercial flights to bring over the gamblers. They have a network
of bell hops and lift boys in the Miami area who, for a fee, steer potential
customers toward them. Mr. Peters claimed to send over 150 to 250
gamblers each week and he  them at the week-ends when he
himself went to Freeport to observe whether his customers  lost

 a sufficiently high rate to justify further free passages. This enter-
taining was of course done at the expense of the Amusements Company.
He described himself as a  P.R. Man  for the casino, and indeed produced
ornate gilt  cards on which he was designated  Director of Public
Relations  a title he admitted to having chosen for himself. His function
was essentially that of a tout, drumming up business for the casinos. Mr.
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Stark, whom Mr. Peters claimed scarcely to know, although they both
worked for the same company and travelled weekly to and from Miami,
has rather more limited touting duties. He collects the gamblers' cheques
at casinos and cashes them at a bank in Miami. We were told by the
Commissioner of Police and Mr. Gowlding that this method enables clear-
ance to be effected in two or three days as against anything up to two
weeks if the cheques are passed into a Freeport bank. Both Messrs. Peters
and Stark also assist with the collection of outstanding debts from gamblers
in the Miami area.

Vetting of American Casino Employees
175. Since the Commissioner of Police felt that the original terms were

insufficient to give him the authority he wished to secure over the vetting
of casino staff and the supervision of that  a revised Certificate was
eventually drawn up and signed on 17th August, 1966, Appendix VI (Docu-
ment 4). Clause 7 of the former Certificate read as  —

7. The Company shall not employ any croupiers or dealers or (except
as hereinafter provided) any other staff in any Casino on the said Island
of Grand Bahama except persons who shall have been born in and
during at least Three (3) years before their  employment in the
Colony by the Company shall have resided in the United Kingdom of
Great Britain and Northern Ireland the Republic of Ireland or a
country or countries in Western Europe Provided Always that the pro-
visions of this paragraph of this Certificate shall not apply (i) to the
employment of one credit manager for each such Casino (ii) to the em-
ployment for a period of Three (3) years from the date of the opening
of the first Casino on the said Island of Grand Bahama by the Company
of supervisors for the dice or  Craps  tables operated in each such
Casino and (iii) to the employment in any such Casino of persons solely
in connection with the provision of entertainment and music in, the
preparation and service of food and drink in, the maintenance and
cleaning of the premises occupied by, and the driving and maintenance
of vehicles used for and in connection with any such Casino.

For this was substituted
7. The Company shall supply the Governor in such manner as he

may from time to time direct with the names and such other particulars
as may be required of all persons employed or proposed to be employed
by the Company in any capacity in the operation of or the supervision
of or the accounting for the proceeds of any game of chance or of
mixed skill and chance in any Casino operated under the provisions of
this Certificate and shall only employ or continue to employ any such
person so long as he or she is both (a) not  to in writing by
or on behalf of the Governor (who will not normally consent to the
employment otherwise than as managers or credit managers or super-
visors of persons who were not born in and who were not during at least
Three (3) years before their first employment in the Colony by the Com-
pany resident in the United Kingdom of Great Britain and Northern

 and the Republic of Ireland or a country or countries in Western
Europe) and (b) in possession of a formal written permission from the
Immigration Board for the purposes of his or her employment.
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A new Clause was inserted at  —
8. As and when requested by the Commissioner of Police of the Colony

the Company shall supply to him and to any person authorised by him
in  in that behalf all information which shall be reasonably
necessary to enable the Commissioner of Police to satisfy himself that
the terms and conditions hereof have been and are being observed and
performed and shall at all times permit him and such person authorised
in writing as aforesaid to have unrestricted access to any Casino operated
by the Company.

The former provisions were renumbered so that Clauses 8 and 9 became
9 and 10 and Clauses 10 and  were merged, slightly  into a new
single Clause

176. In 1963 the Commissioner was not armed with the new Clauses
7 and 8 but, on account of public disquiet, he decided the American per-
sonnel being recruited for the casino should be vetted by the United States
authorities. He called for the names of these employees late in 1963 but
they were not sent to him until January, 1964, in two letters from Sir Stafford
Sands dated the 9th and 14th, a few days before the casino was due to open
(Documents 12A and B). Four names were contained in the first letter
and 22 in the second. As a result of information on these 26 men, the
Commissioner convened a meeting in Nassau at which representatives of the
United States authorities were present. The Commissioner told  There
were 9 persons among those 26 whom I considered it would not be in the
best interests of the Colony to be employed in the casino  In fact there
were 10 but one of them, George  had apparently already left Free-
port : —

Frank Ritter. Roy Bell.
Max Courtney. David Geiger.
Dino Cellini. Howard
George Sadlo.  Jacobs.
James Baker. Anthony Tabasso.

The third member of the trio of managers, Mr. Charles Brudner, was
not mentioned at this time as he did not arrive in Grand Bahama until
October of 1964. Messrs. Ritter, Courtney and Brudner were all under
indictment by Grand Jury in the United States.

177. On the same day as this meeting, the  was also Chair-
man of the Immigration  to Sir Stafford with a copy to the
Commissioner of  —

3rd February, 1964
Hon. Sir Stafford L. Sands, C.B.E., M.H.A.,
Chambers,
Nassau, Bahamas.

GAMBLING AT FREEPORT.
Dear

I made the statement to the press and apparently it has gone down
well, but I have no intention of continuously making press statements.
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I feel very strongly that the names of employees should have been
submitted to our Police long before the Casino opened so that they
could have been vetted, it should not be the duty or responsibility of
our police to run down reports made by the Miami  on employees
at the Casino after they are already there. It was the talk of everyone
that these people were being  (It was told to me on

 day). I am not convinced that the management did not know about it.

If any undesirables are found to be in the lot, I agree not to issue
deportation orders on your promise that they will leave the Colony
within twenty-four hours after so requested by an officer of our Govern-
ment, but 1 shall request that they be placed on the prohibitive list
and not be allowed to legally re-enter the Colony.

Sincerely,
Sir ROLAND T. SYMONETTE.

178. The  of our  was the Commissioner, who
recommended that, in accordance with the last paragraph of the Premier's
letter, the nine men named above who were still in Freeport should have
their services terminated and be asked to leave the Colony. The Amusements
Company claimed that this would precipitate a crisis in the  of the
casino and, in the Commissioner's words,  fought hard and strong to retain
them  The Company managed to satisfy the Commissioner that these
ejections all at once would be unjustifiably disruptive and he was persuaded to
agree to a staged removal. The man alleged to be in personal touch with
Messrs. Myer Lansky (see paragraph 48),  Cellini, and three others,
Baker, Bell and Tabasso, left the Bahamas by 18th February, and Mr. Jacobs
went on 8th May after a replacement for him had been found.

179. This left Messrs. Ritter, Courtney, Geiger and  The Com-
missioner had visited the United States in March and had come to the con-
clusion that, with certain precautions, he was in much better position to
prevent  of casino proceeds and other villainy in the Bahamas
than the Federal authorities were to counter similar activities in the United
States. The safeguards proposed  —

(1) The names of all new men whom it was intended to employ were
to be supplied to the Commissioner well in advance of their engage-
ment, together with monthly lists of all those on the casino

(2) The Director of Security and his staff were to have full access to
all parts of the  and were to ensure that all money from the
tables at the end of the night found its way not only through the
counting-house and cashier's office, but into the books of the Com-
pany, including I.O.U.s, markers and cheques.

(3) A firm of chartered accountants was to be appointed to operate
independently of the security staff to supervise the internal flow of
cash in the casino and to do spot checks of the money both in the
counting-house and in the books of the Company.

(4) The four remaining men dubbed undesirable were to be replaced
as soon as experienced substitutes could be found.
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180. On the face of it these requirements, which were accepted, appeared
to provide a fairly tight control but in practice it was not quite so effective.
Vetting could take up to three months and even then some doubt was liable
to be left in the minds of the authorities. As we have already observed,
some taint seems to attach to almost everyone connected with gambling
operations in the United States even though no criminal convictions are
recorded. The security staff was insufficient in numbers, mostly inexperienced
in this peculiar type of business, and too much in the hands of the managers
to apply really effectual control. There were obstacles to the efficient check-
ing of the cash flow by the firm of accountants. Finally, it was somewhat
wishful to think that the United States officials would be prepared to
jeopardise their reputation for reliability by recommending persons who, in
this rather dubious sphere of entertainment, could so easily be subsequently
subverted.

 In the event it was more than three years before the four remaining
 undesirables  left the Bahamas. To these must  added Mr. Brudner,

Who has been ranked from the beginning at managerial level with Messrs.
Ritter and  He did in fact furnish an example of loop-holes in
the vetting and in the security officers' vigilance, since he arrived and was
in post some time before his name came up for investigation. We were
assured that this was a genuine mistake on the part of the Company.

The Stop List
182. The Commission heard a lot about the activities of two of these

nine men after the decision had initially been made on their future. We were
told by Mr. Moir, Assistant Commissioner Criminal Investigation Depart-
ment, that there was suspicion that Mr. Dino Cellini, who left the Colony on
13th February, 1964, was still visiting  In consequence of this,
in October, 1964, it was decided that deportation orders should be issued
against six men so  in the event of surreptitious  into the Colony,
they could be arrested. The six were Messrs. Cellini, Baker, Bell,
Jacobs and  all of whom had left Freeport so that they were not
individually notified of the existence of such orders. Nor indeed were the
authorities notified in the countries to which they had departed. In Cellini's
case this was England where he took charge of the croupier school operated
by the Amusements Company in London.

183. There had been an earlier decision in April, 1964, that these men
should be placed on what was known as the  Stop  This was a

 by which a person could be declared a prohibited immigrant by the
Board acting under the Immigration Act. The identities of the six men in

 list of deportation orders differed from the names on the Stop List in
 George Sadlo was included for deportation but omitted from the Stop

List while Howard  became the sixth name on the Stop List. We
 here the notification that was  —

All Immigration Officers

This is to inform you that the persons named in this order have
been placed on the STOP LIST and will not be permitted to enter the

 —



 CELLINI

JAMES BAKER
 11 Nov. 1924
 White. Fair Complexion

Weight: 180
Height:

 Grey
 Blue
 Medium
 Tattoo left wrist

ROY BELL alias
ROY  BELL

 Jacksonville,  4.4.17
Height:  8"
Weight: 125
Build: Small
Hair: Brown
Eyes: Brown

 Fair,  White

Build:
Height:
Weight:
Hair:

HOWARD L.
Chicago.
Fair,
Medium

 7"

Brown

 JACOBS alias
 JORDAN

Weight:
Hair:

Kansas.
 6"

155
Grey
Blue
White

1901

ANTHONY TABASSO

Ohio, 16.4.06
 White

Height:  5"
Weight: 152

 Brown
 Brown

W. V. GRANGER,
Chief Immigration Officer

 All transportation companies and O.I. Commissioners.

184. In the course of our  we discovered that this notice
never reached either the immigration officials or the police in Grand Bahama,
the very place where it was most wanted. It was found in a box in the
Chief Immigration Officer's office in Nassau where it had been accidentally
stowed in the process of a change in office accommodation. A copy of the
list was sent to the Assistant Commissioner but there was no dissemination



on the  network and the senior  officer on Grand Bahama,
Superintendent Kate, told us he had never received official intimation of the
list. The evidence showed that Mr.  had left the Colony on several
occasions to go on leave to Jamaica, to visit his dentist in Miami, and on
other expeditions, returning each time without the knowledge of, or hindrance
from, the  This is perhaps understandable since the staff on
Grand Bahama is far too small to make any effective check on the large
number of incoming visitors. The bulk of these are American tourists who
are not required to produce their passports. Their only obligation is to fill

 a landing card which is collected with only cursory examination at the
port of disembarkation. All other  including British subjects,
must have passports.

185. It was clear to the Commission that the Company executives were
not going to part with Messrs. Geiger or Kamm unless they could
help  (Oddly enough, although Mr. Geiger was classed as one of the
undesirables, he was not placed on the Stop List with Mr. Kamm.) An
insight into this attitude was provided in a letter written by Mr.
to the Commissioner on 30th January, 1967, when the former learned that
the Commissioner had recommended to the Governor the early removal of
these two gentlemen in accordance with Clause 7 of the Certificate. The
letter sets out the Company's viewpoint at the beginning of the current year
as well as giving notice of the President's proposal to recommend to his
Board that two of the three casinos then operating should close their doors
before the end of the year on account of the loss of  personnel. It
is, in the Commission's view, an important communication and it is reproduced
at Appendix VII (Document 57). The argument therein that the Com-
mission of Inquiry, then about to be appointed, should have an opportunity
to hear Messrs. Geiger and Kamm prevailed and they were  to remain
in employment pending this Report. They did in fact appear before us in

 in April and they were asked to  the  did
before the Commission returned.

186. In the same month as this  was written, the Amusements
Company had lost the services of Messrs.  and  and their
sick partner Mr.  Thereafter, Messrs. Ritter and Courtney removed
to Nassau and Mr. Brudner remained under treatment in Freeport. Until
a recent date, Mr. Ritter continued to assist the Company in an advisory
capacity from time to time. Both the trio themselves and the Company
assigned the cause to the adverse publicity they were receiving in the later
part of 1966. The Company asserted they were given notice of termination
of service on the completion of three years at the Monte Carlo. The notice
was not produced to us and there would seem to have been good reasons
for refraining from putting anything in writing. Before explaining these

 however, we should deal with the bonuses paid to the managers.

The
187. The understanding with the three managers was that, in addition

to their salaries of $36,500 per annum and their living expenses, they would
receive 30 per cent of the  net  from the casino. This
phrase is apparently not uncommon in the affairs of a company that may
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 under obligations  could not be fulfilled if the bare net profit was
 figure on which the commitments  to be based. According to the

 accounts for the period 20th March, 1963, (date of incorporation
 the Amusements Company) and 31st October 1964, (Document 20) the

 were paid "additional  of $297,124 or just under
 each. It will be remembered that the casino opened in January,

 so this represents the bonus on 10 months' operation. Further, Mr.
 did not arrive till October, so his share was for less than a month's

 The Company do not appear to have queried this. Of this total
 was disbursed from which  received $25,000, Mr. Geiger

 and Mr. Stark $10,000. The balance, with interest, of $74,984
 to have been paid into the Company's account with Royal Bank

of Canada, Montreal, the interest to accrue to the  partners. Our
 failed to elicit the precise purpose of this.

188. For the complete year ending 31st October, 1965, a sum of $490,511
 set aside in the audited accounts as additional compensation to casino

 (Document 21). Each of the partners was given a cheque for
two dollars less than $156,000, Mr. Stark received $10,000 and Mr.

 $7,500 (Document 35).

189. In the following year ending  October, 1966, the total allocated
for these bonuses was $793,047. Of this amount, $200,000 went to each of the

 and at their request a further  was disbursed as follows
Documents

David Geiger ... $40,000 Howard  ... $25,000
Herman Stark .. $25,000 Frank  ... $15,000
George Sadlo ... $25,000 Ernie Braca ... $15,000

 ... $25,000

190. Thus, in the three years of their  Messrs.
 and  took no less than $400,000 each in bonuses to which

 be added $110,000 in salaries and free board and lodging throughout.
Smaller fry like Mr. Sadlo collected $57,000 over the same period for his
recruitment efforts in Las Vegas, Mr. Stark $45,000 for his public relations

 and his debt collecting, and Mr. Geiger, $55,000 for understudy-
ing his masters.

191. To sav that these figures staggered the Commission would be to
 our reactions, although we were assured that this sort of money

was by no means unusual in this extraordinary world of gambling in which
we found ourselves. Moreover, due to slapdash and incompetent accounting

 the early stages of the casino operation, which is covered in greater detail
in Chapter V, we can by no means be certain that we have grasped the full
picture. The one thing we are sure of is that the figures we have quoted
represent the minimum. But we had not quite reached the end of the story.

The Credit Rating Lease Agreement
192. When the time came for the three partners to relinquish their posts,

they brought up the question of the knowledge they had accumulated over the
years of the credit ratings of a great number of the confirmed gamblers in

• Not previously mentioned. Listed as  at the Monte Carlo.

62



the United States. These were mainly the participants in the junkets. Either
through their personal acquaintanceship or through their familiarity with

 sources in the States, they claimed that by granting credit to its
best losing customers, they could protect the casino from any substantial
volume of bad debts. The Commission could hardly be expected to discern
what was in the minds of Messrs. Ritter,  and Brudner when they
first accepted their managerial appointments, but it was our impression that
they nursed the belief that they would be able to remain in post for the full
term of the Certificate of Exemption which was ten years. This would have
taken them well into their seventies in age. The wording of Clause 7 of the
original Certificate in respect of the credit managers lent some reinforcement
to this confidence. Hence, it is the  deduction that the partners
had from the first held their  know-how  of credit rating up their sleeves
as a bargaining ace should the future of the casinos become uncertain.

193. Whether our impression is accurate or not, the ace-card appeared in
January, 1967, in no uncertain manner. The partners offered to lease the
credit information at the rate of $210.000 per annum for a period of ten
years. This meant that they ensured for themselves and their heirs an annual
income of $70,000 each for a decade and still retained the property in the
index. While their in i t ia l  in this sphere was palpably of value to
the Company, credit ratings are bound to fluctuate with the passage of time,
and by the end of 1966 a great proportion of the index of some 18,000 to
20,000 customers must have been acquired in the Company's own time, and
could rightly have been claimed as the property of the casino. Mr. Gonsalves
told us that, although he had hoped to negotiate a lower figure, he did not
regard a total payment of $2,100,000 for the original skeleton as exorbitant.
The Commission unquestionably does, and views this as another example of
the way the managers called the tune to which the Company danced. The
Agreement itself must be one of the tightest contracts ever drawn by lessors
and for this reason it is set out in full in Appendix V1I1 (Document 40).

194. The Commission has concluded that, in addition to the ostensible
basis of the Agreement, there were two other cogent reasons for the accept-
ance for it. First, the thought that the partners were entitled to
and may have been led to believe- that their engagement would be extended
to the fu l l term of the Certificate ; second, that any idea that the managers
had been unfairly  might result in a mass walk-out by the junior
casino staff. The Agreement was designed to permit the real masters in this
casino enterprise to depart  hard feelings, for who could feel aggrieved
at an income of $70.000 a year from an asset that was worth virtually nothing
to the owners'?
Proportion of American Employees

195. It may be well at this point to give the total operating staff
cluding change girls) at the three casinos, separating  Americans from
the others. On 1st March, 1967. the numbers were as  —

Casino

Monte Carlo Freeport
El Casino, Freeport
Bahamian Club, Nassau

American
Supervisors

33
26
15

European
Staff
70
48
40

Total
103
74
55
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School for Croupiers in London

196. The Amusements Company formed a school in London to recruit
and train the European staff required under Clause 7 of the Certificate and put
in charge of the school Mr. Dino Cellini, the man who, as noted in paragraph
178, had been required to leave the Bahamas in February, 1964. Mr.

 Executive Vice President of the Amusements Company, could
not see anything wrong with employing a person outside the Colony even
though that person had been banned by the authorities from having any
connection with the Company inside the Colony. Nor did the Commissioner
feel that Mr. Cellini's  with future staff as manager of the training
school in London was anything to worry about. Mr. Cellini was installed
in a £42-a-week flat in London and given a salary of £100 per week plus a
cost of living allowance of £35 per week. An illuminating letter was admitted
in evidence to the Commission (Document 34) in which he explained to Mr.

 how he was saving the Company money by moving into this much
cheaper flat than his original suite at the Hilton Hotel. The terms of this
letter tended to show that Mr. Cellini regarded Mr. Courtney as his  boss
to whom he should account rather than to the Company. Mr. Cellini ran the
school in London until early 1967 when the United Kingdom authorities
deported him.

197. Representations were made in July, 1967, by the Mary Carter Paint
Company, an American firm, through the Governor of the Bahamas to the
authorities in the United Kingdom to allow the school to be re-opened to
train staff for the proposed new Casino on Paradise Island (see Chapter IV).
Mr. Edward Cellini, manager of the Bahamian Club and brother of Dino,
was suggested as the principal.

Security Officers

198. In January, 1964, on the proposal of the Commissioner of Police,
the Amusements Company agreed to employ a Security Officer. The task of
this officer, who was personally recommended by the Commissioner of Police,
was to assist both the Bahamas Authorities and the Casino Management in the
struggle to ensure that gambling interests from the United States neither gained
any illegal profits nor obtained any measure of control of the casino opera-
tion in the Bahamas. The first such officer engaged was Mr. D. K.
Broadhurst, a very senior ex-police officer with many years experience in
Singapore where, we were told, gambling and protection rackets flourished.
Mr. Broadhurst, therefore, had some knowledge of the problems facing the
Bahamas. In addition to these duties, he was also responsible for ensuring
that the provisions in regard to the type of person allowed to gamble in the
casinos were strictly observed.

199. Since it was impossible for Mr. Broadhurst to supervise the Monte
Carlo casino all the time, an additional officer, Mr.  J. Parks, was
appointed to assist him, and, when the Bahamian Club was taken over in
1966 by the Amusements Company, Mr. B. Hickman was installed there.
Two more, Messrs. P. Kitson and P. Barnes, were allocated to the
El Casino when it opened at  on 1st January, 1967. Thus there
were two Security Officers at each of the casinos in Freeport and one at
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the Bahamian Club, the organisation being under the direct supervision of
Mr.  Messrs. Parks, Kitson, Hickman and Barnes were all
former members of the Colonial Police Service.

200. At least one of these officers was present at each casino in Free-
port (when both were open) during the whole gambling session, and one
was present in the counting room when the night's take was counted.
They also have access to the books of the company. It would seem
that any depredations from the counting-rooms would be well nigh im-
possible without the collusion of at least one of the Security Officers. Mr.
Broadhurst told the Commission that he found it very difficult to enforce
the regulation prohibiting Bahamians and residents from gambling. He
claimed that in one three-month period he had personally stopped 200
such people. Unfortunately, he could produce no written evidence to
support this since neither he nor any of his colleagues kept records of their
work, or even reported other than verbally to their employers or to the
police. In addition to their obligations to the Company, they were required
to bring to the notice of the Commissioner any breach or suspected breach
of the conditions of the Certificate of  This serving of two
masters struck the Commission as a serious defect in the arrangements.

The Cat Cay Operation
201. In the course of its investigations, the Commission came across

what eventually emerged as an extraordinary story. The attempt to estab-
lish year-round gambling on Cat Cay Island was not within our terms of
reference but we have included this somewhat complicated history partly
because we could have been open to criticism had we not done so, partly
because there may be renewed efforts in the future for reconsideration of
the project, and partly because it illustrates the remarkable value placed
on the acquisition of a licence to gamble both by persons in the United
States and, to a lesser degree, by some in the Bahamas.

202. Cat Cay is situated amongst a small group of the Bahama Out
Islands approximately 50 miles from the Florida coast. Prior to 1939, a
Mr. Louis R. Wasey operated a gambling casino at what was  as
the Cat Cay  small residential private club dependent on
bookings, and operative for limited periods each year.

203. It was not until 6th December, 1939. that a Certificate of Exemp-
tion under the provisions of Section 257(10) of the Penal Code was approved
by the Governor in Council. The Certificate was issued to Louis R. Wasey
as President of the club and was for an indefinite period, without any
restrictions or conditions. In September 1961, on the death of Mr. Wasey.
notice was given by the Government of the termination of the Certificate
to take effect from 31st December that  At the same time an
intimation was conveyed that a new Certificate would be subject to the
conditions that only the President could hold the Certificate, that it had
to be renewed annually, and that the restrictions as to eligibility to play
would be the same as at the Bahamian Club.

204. Sir Stafford Sands, on behalf of Miss Jane Wasey, then applied
for the renewal of the Certificate. He explained that Mr. Wasey had died
and his daughter, being the  heir, had received all her father's interests
in Cat Cay and had been elected President of the club. A Certificate of
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Exemption was then granted with effect from 1st January, 1962, and
similar Certificates were successfully applied for by Sir Stafford on Miss
Wasey's behalf for the years 1963 to 1967. In 1964, the conditions of
exemption were revised to include prohibition of gambling against the wives
and husbands of persons born in the Colony and ordinarily resident therein.
The 1965 Certificate was issued with similar conditions to those of the
previous year, but with the understanding that the gambling activities were
to be subject to such imposition of fees, taxes or dues as might be imposed
by the Legislature. However, the club was not opened during that year.
The 1966 Certificate was issued on the understanding that it applied to a
private club and with a condition that, if capital expenditure on the club
was substantially increased, a fresh application would have to be made.

205. During 1966 there were enquiries by an American attorney and a
real estate agent as to the Cat Cay Certificate in connection with the pos-
sible purchase of the Island by their client. Both parties were
informed that the sale of the Island would not carry with it a r ight to the
Certificate. Miss Wasey's application for the 1967 Certificate slated
the club had not operated during 1966 and that she anticipated it being
opened for only part of 1967. The application was approved subject to
the payment of casino  for the period 1st January to 30th April
and £7,000 for 1st May to 31st December in each year. We  not
been told whether in fact the Certificate for 1967 was issued to  Wasey.

206. The size of the Cat Cay enterprise during the limited periods
that it functioned can be gauged from the evidence given to the Com-
mission by Mr. Michael J. McLaney who, for a period of two years, ran
the casino on a 50/50 basis with Miss Wasey. He described it as being
a harmless little thing with five employees and five  operating
during the week of the Fishing Tournament. He revealed to  Com-
mission that he had approached Sir Stafford Sands and Sir Harold Christie
as to the possible purchase of Cat Cay but negotiations terminated on his
failure to get investors and because the price asked by Miss Wasey was
too high.

207. In the meantime on 22nd June, 1965, Mr. P. D. Graham, advocate
on behalf of Messrs. Ben  John Mills and Sir Robert Neville, and
a Cabinet Minister, made application for a Certificate of Exemption for a
company that was to be known as Cat Cay Fontainebleu Limited. That
company was to purchase Cat Cay Island and construct a 425 bedroom
hotel there. It was proposed to transfer the existing Certificate  a com-
pany to be known as Cat Cay Enterprises Limited. The principal
in this matter was Mr. Ben Novack, an American  the owner
of a luxury hotel in which he resides, the Fontainebleu in M i a m i . Florida.
He told us he is recognised as a leading businessman in Florida and pro-
duced a  from the Governor of the State to t h a t effect
ment  Whilst he volunteered to give evidence before the Commis-
sion, he did not elect to do so u n t i l a few days before its
He said this decision was made as a result of his name being misrepre-
sented in recent press  about the Commission's hearings, and com-
plained that he had been the subject of  and
innuendoes in previous years.
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208. Mr. Novack related that it had been his dream to buy Cat Cay
Island and to run thereon a combined hotel and casino. His plan was
for the hotel to form an offshore outpost or change of venue for his guests
at the Fontainebleu, an attractive variation not possessed by any other
Miami hotel. Further, the company  Cay

 be incorporated in the  and he would then merge
into it his Miami hotel companies, thereby effecting substantial savings
in U.S. taxes.

209. In his early approaches, he  the advice of Sir Harold
Christie, who  him it was most unl ikely that a Certificate  be
granted to an American and advised the invocation of an English company
connected with gambling such as  An interested Canadian, a
Mr.  went with his and Mr. Novack's attorney to an interview arranged
by Sir Harold Christie to see Sir  Sands, who was acting for Miss

 They were so badly received that the Canadian withdrew his
interest. About the same time March,  Novack was visited by
Sir Dudley  Owen on behalf of Crockfords and in the following
month a Crockford's accountant, Mr. G. S. Stone, made an overall apprecia-
tion of the Cat Cay plan (Document  Mr. Stone reported that the
Bahamas authorities were clearly worried that Mr. Novack might have Las
Vegas connections. However, nothing came of these negotiations.

210. On Sir Harold  advice, in January, 1965, Mr. Novack
retained Mr. Peter Graham as his Bahamas attorney, and at the same time
gained the interest of a Mr. John Mills, then conducting a high-class gaming
club in London. Mr. Mills is of Polish extraction and is not a British subject,
but had been in business  London for 20 years. Mr. Mills in turn
secured the assistance of no less a person than Sir Robert Neville, a former
Governor of the Bahamas (1950 1953), and an industrialist, Mr. David
Brown, to form the English syndicate. Sir Robert engaged in active support,
met Mr. Novack and his attorney, Mr. Marion  of Miami Beach,

 the Bahamas and lobbied such inf luent ia l people as the Premier
and the  brothers. During May 1965, Messrs. Novack and Mills
with  respective attorneys came to an agreement between themselves.
Mr. Novack was to run the hotel, Mr. Mills the casino. Both had to be
cleared with the  of their respective countries. In June, Mr. Mills not
having received this clearance, Sir Robert called at New Scotland Yard and
subsequently sent a message by telegram to Mr. Graham claiming that the
English police had nothing in their files that would constitute a bar to the
issue of a licence to Mr. Mills (Document  Mr. Novack for his part
had obtained a letter from the Miami Chief of Police and other supporting
testimonials  101) but, in spite of a telegram from the
arrest record located  Mr. Novack could not gain clearance beyond this
point.

 Meanwhile Mr. Graham asked for $15,000 on account and received
a cheque for S5.000 on 28th May. In the same month Mr. Sibley  a

 for  by way of deposit on a 120-day option to purchase Cat
Cay Island for $3,750,000.  for a Certificate was forwarded
to the Secretary to the Cabinet on 25th J u n e  Later, the
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cheque was returned on the grounds that the option period had expired
and the syndicate had failed to substantiate its financial ability to complete
the proposed purchase of the Island.

212. It was then alleged that Mr. Graham visited Mr. Sibley, while Mr.
Novack was on a yachting holiday in Europe in August, 1965, and showed
an unsigned letter from the  indicating association by Mr. Novack
with criminals who were backing him financially. This information is
reproduced from notes made at the time (Document

Hoodlum money built the  Hotel.

Criminal Max Edder, a known hoodlum, works for Michael Coppola
and is continuously in the Hotel. Novack takes his orders from Edder.

Novack associates with Sam Giancana.

 committed a fraud of $300,000 U.S. through the
Fontainebleu Hotel.

Joseph Adonis, Frank Costello and Thomas Luchese have financially
backed Novack.

Mr. Sibley's reaction was to draft an affidavit in refutation which he
sent to Mr. Novack asking the latter to have it sworn before a United
States Consul. This Mr. Novack did and also telephoned Mr. Graham who
made light of the matter as the alleged  document was unsigned. In
the same conversation, Mr. Novack said Mr. Graham had told him that

 everything was all right, that a deal was made, that Sir Stafford Sands was
to get Paradise Island and we will get Cat Cay  On Mr.  return
to Miami in September, Mr. Graham informed him his application for a
Certificate had been turned down by the Government. He could not give
the reason as he had had to declare his interest and withdraw from the
Cabinet discussion on the matter. Mr. Novack was very disgruntled and
believed he was being kept out because his plans were clashing with the
interests of others. (In fact, the application was not formally rejected until
2nd December, 1965 (Document

213. At this point there appeared on the scene Mr. George Thompson. Mr.
Thompson belongs to an Eleutheran family and is sometimes known as the

 Mayor of Gregory Town  He met Mr. Novack in Miami through a Mr.
Sam (Radio) Winer, proprietor of the Bonfire Cafe there. He was introduced
as the Mayor of Eleuthera and Mr. Novack understood he was influential
with members of the Cabinet. Mr. Thompson undertook to intercede for
him and there was a verbal agreement without reference to Mr. Graham that
Mr. Novack would give him $100,000 of Mr. Graham's $750,000 fee if he
was successful.

214. It should be stated here that the amount of the fee remained in
dispute throughout our enquiry. It was variously referred to by Mr. Novack
and Mr. Thompson as £270,000, $750,000 and $700.000. Mr. Graham
claimed in evidence that the amount of the fee was never mentioned in the
negotiations and indeed he wrote to Mr. Sibley on 29th August this year
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 Mr. Thompson was about to give evidence to the
asking Mr. Sibley to confirm this. Instead Mr. Sibley replied on 6th
September as follows (Document

 Dear
This is to acknowledge receipt of your favor of the 29th of August

1967. It appears from your letter that you telephoned me immediately
after you had given evidence before the commission. I reaffirm my
statement made to you on the telephone that I am morally certain that
Mr. Novack did not offer $1,000,000.00 to anyone to procure a certificate
of exemption for the operation of gaming on Cat Cay.

You are in error in indicating in your letter that I discussed with
you on the telephone the terms of your fee arrangement made at the
time of your visit to my office early in 1965.

At that time you outlined the basis on which you would proceed as
attorney for Mr. Mills and Mr. Novack and their British associates
to apply for and obtain a certificate of exemption for a ten year period.
These were the conditions that you proposed.

1. You would apply for a certificate of exemption for Mr. Mills
and his British associates, one of whom was Sir Robert Neville,
former Governor General of the colony. You made it clear that
application would be made in the name of, and solely for the
benefit of the British subjects involved, and that no American (U.S.
citizen or resident), including Mr. Novack, would be permitted
to own, operate or control the gaming activities permitted under
the exemption, although the operators of the gaming might account
to the hotel corporation for such percentage of the profits as might
be agreed upon between them.

2. You named as a contingent fee to be received by you for your
services if successful in obtaining the exemption for the Mills
group the sum of 270,000 pounds.

3. You made it very plain that no other person, within or without
the Government, would receive one penny of your fee. You were
emphatic and convincing on this point.

4. You explained that you were a member of the Cabinet and
that it was within the jurisdiction of that body to approve or dis-
approve the application. However, you stated with clarity that you
would act purely as an attorney in presenting the application, and
that you would abstain from voting on the acceptance or rejection
of the application.

5. You pointed out that as an attorney it was an accepted
practice for attorneys who were members of the Cabinet to handle
matters of this nature before that body under the circumstances

 and that this course of conduct was permitted and accepted
in the colony because members of the Cabinet serve without
compensation.

At a subsequent date you requested and received Ten Thousand
Dollars as a retainer. However, you named the contingent fee in
pounds, As an attorney dealing with me for our mutual clients, I found
your conduct to be thoroughly ethical.
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The conditions as outlined by you were brought to the attention of
our clients and to the attorneys representing the owner and prospective
seller of Cat Cay. At the time of your visit to my office I had been
made aware that a larger sum had been charged and paid as attorneys'
fees in the colony for the rendition of like services. I have taken the
liberty of furnishing to Mr. Novack a copy of your letter to me,
together with this reply.

With best regards I

MARION E.

215. This letter certainly conveys the impression that it was compiled from
notes made in Mr. Sibley's office at the time negotiations were begun. The
penultimate paragraph, referring to the payment of $10,000, requires elucida-
tion. Mr. Graham told us first that the only legal fee he received from Mr.
Novack was the $5,000 referred to in paragraph 211. When he came before
us a second time, however, he explained that he had discovered the payment
of a cheque for a similar amount in his favour on 12th July, 1965. He had
credited this cheque to the account of Caribbean Realty Ltd., a private com-
pany incorporated in 1952 and owned by Mr. Graham (Document

216. Mr. Thompson proceeded to lobby prominent members of the United
Bahamian Party on Mr. Novack's behalf and in this connection approached
Messrs. C. Trevor Kelly, George Baker and Joseph Albury. The Commission
had evidence from the last two gentlemen, who confirmed Mr. Thompson's
overtures and gave us to understand that all three were pestered for their
support, though we had the impression that they did not take Mr. Thompson
very seriously. Mr. Thompson also had a number of meetings with Mr.
Graham following production by the former of authority from Mr. Sibley
(Document  but he told us Mr. Graham was unwilling for him  to cash
in on his fees

217. In a state of frustration at the lack of progress, Mr. Thompson
demanded a meeting with senior members of the U.B.P. at which Sir Stafford
Sands and Messrs. Albury, d'Albenas, Geoffrey  and Kelly were
present. Mr. Thompson complained that he was being deliberately prevented
from gaining his $100,000 reward when, in his belief, other members of the
U.B.P. were in receipt of large sums of money in connection with gambling
in the Bahamas. On the evidence we heard, the meeting developed into
something of a wrangle, but Mr. Thompson came away with the belief
that Mr. Novack's application would be supported when the Cabinet came
to make its decision. To his  he later learned that it was rejected.
He then changed his political allegiance to the Progressive Liberal Party

 fought Mr. Kelly for the Eleuthera seat at the General  and
won it.

218. Mr. Novack made no secret to us of his expectation that he would
have to pay up to three-quarters of a million dollars for the Certificate and
said that this created no dismay in him as he reckoned he had  saved
that figure on the purchase price of the Island, previously quoted to h im at

 million. When the  came to power in January. 1967, he had two
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interviews with the new Premier, Mr.  At the first of these, Mr.
Pindling invited  to set out his scheme in writing which he did (Docu-
ment 138), and at  the Premier told him consideration of his plans
would have to be deferred until the Commission had made its report.

219. Although the Commission would have greatly benefited from the
evidence of Mr.  which was not available, it was able to reach these
conclusions

(i) That Messrs. Novack and Sibley were fully prepared to negotiate
the acquisition of a  tor a sum of up to  mil l ion.

 That Mr. Thompson  having become convinced
that a casino at Cat Cay would be good for the Bahamas, that he
was  to a small fortune as reward for his  to turn the
project into reality.

( i i i ) That leading members of the U.B.P.  strung Mr. Thompson along
in the hope of retaining his party  influence in Eleuthera.

(iv) That, although Mr. Peter Graham denied that any actual figure had
been agreed for his services and professed himself unfamiliar with
the phrase  contingency fee  he did anticipate a very large fee
indeed if the application was successful.

Hotels
220. Before leaving the operation of casinos, there are two other aspects

we should mention. The first of these is the proposal of  Oliver
President of the Hotel Employers' Association on behalf of the major hotel
interests of New Providence (Document  A). A meeting was sought in
1965 with Sir Stafford Sands, then Minister of Tourism, to discuss the future
of  in New Providence. Such a meeting took place at which the
hotel owners voiced their opposition to the setting up of a casino within any-
particular hotel but supported the establishment of a centrally located Govern-
ment controlled casino, with other  amenities, from which all the
Nassau hotels could derive some of the  believed to be accruing
to the Lucayan Beach Hotel in Freeport. At  meeting the representatives
heard with some dismay of the plan for the  project on
Paradise Island. Although the Association pressed its suit, it could obtain
no satisfaction from Sir Stafford and the former Government.

221. With the change of regime, both Sir Oliver Simmonds and Mr. Denis
 the new President of the Hotel Employers' Association, addressed

the  elected Premier. The original proposal was amplified into a
scheme for a  Centre of Civic Amenities to embrace an Auditorium
with  for 2,000. an Art  a Library and a Casino, to be
somewhere between the City and the Emerald Beach Hotel

 was subsequently a rather inconclusive meeting with the Premier. To
the Commission the scheme appeared to have much to recommend it. but
by April this year the plans for Paradise Island had gone too far to be halted.
We found, too. that at least one of the signatories to the Association's
approach to the Minister of Tourism supported the proposal in  only
and was not prepared to sacrifice the interests of the individual hotel he
represented if that hotel should stand a chance of obtaining a
of Exemption for itself. We divined from this a somewhat traitorous attitude.
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Proposal by Mrs.  Oakes
222. Secondly, in March, 1964, Mrs. Butler and her husband had discus-

sions with the then  Sir Roland Symonette, about the acquisition of
the Bahamian Club in Nassau and its operation as a year-round casino on
a ten-year Certificate with half the gambling profits devoted to the benefit
of the people of the Bahamas. Sir Roland's reply was tempered with pessi-

 since he had probably already assessed the plans of the Amusements
Company and Sir Stafford Sands for the taking over of the Bahamian Club
by the Freeport Company. Undeterred, Mrs. Butler in due course submitted
her scheme to the Secretary of the Cabinet through her solicitor, Mr.
Callender (4th December, 1964, Document 79). She proposed to acquire the
real and personal property of the Club for the sum of $2,700,000 and to form
a company to operate it. The company was to be owned 50 per  by
hotels having not less than 50 bedrooms, and 50 per  by a charitable
trust. The trust would each year pay over the entire dividends of its 50 per

 holding to the Ministry of Education for the benefit of the community
specifically in the field of general educational activities, although Mrs. Butler
was quite prepared to allow other Ministries to participate in the revenue
receivable if so advised by the Government. She put forward the names of
eight  persons in the Bahamas, including that of the Minister of
Education, as Trustees. The hotels, for their part, had signified a fairly
substantial measure of support. The scheme had every appearance of being
an attractive proposition from the Government's standpoint, but eleven weeks
later the Secretary to the Cabinet informed Mrs. Butler that the Government
found the proposal  unacceptable  In a matter that had been so carefully
thought out and prepared, an indication of the factors that prompted the
Cabinet's decision might have been expected. No reason was given.
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CHAPTER IV

THE GRANT OF A  OF EXEMPTION TO PARADISE ENTERPRISES
LTD. ON  AUGUST, 1966

223. Events that led up to the granting of a Certificate of Exemption,
together with a deferred certificate, on 17th August, 1966, are worthy of
particular mention. Paradise Island is a small island immediately offshore to
the north of New Providence, of which it forms part. By 1963 an estimated
£10 million had been spent on its development by a Mr. Huntington Hartford
who, in his own name and that of a company of which he is the sole
beneficial owner, styled Beach Head Limited (incorporated in the Bahamas),
had between them titles to portions of land known as the Hartford Properties.
On this he built a club house known as the Ocean Club, with residential
amenities, and in addition spent approximately three million dollars on
the construction of  sewerage, water facilities and street lighting on
the island.

224. On 17th  1963, Mr. Huntington Hartford, through his attor-
neys, Messrs. Higgs & Johnson, made application for a Certificate of Exemp-

 to be granted to the Ocean  (Document 83G1), owned by Beach
Head Limited. On the following day the Colonial Secretary replied that
the Grand Bahama Exemption Certificate had been granted purely as an
experiment and that Mr. Huntington Hartford's application could not be
approved at that stage. The matter was furthered by Mr. Huntington
Hartford's attorneys on 24th April (Document 83G3), enquiring whether
the Government would be prepared to consider an application for a casino
licence on Paradise Island after they had had an opportunity to assess
the results of their experiment in Grand Bahama. By letter dated 29th
April, 1963 (Document 83G4), the Acting Colonial Secretary stated that
such an application would be considered at an indefinite date in the future.

225. As a follow-up to the application of 17th April, the attorneys pro-
posed to the Colonial Secretary on 21st June (Document 83G5) that if it were
possible to purchase the Bahamian Club, their client would seek authority to
have the Club licence transferred to the Ocean Club at Paradise Island.

 addition, he would construct a further 300 rooms and would undertake
to open for business within four years of the date of the grant of the
Certificate further rooms, bringing the total on the island up to not less than
500. The Government was asked to indicate its agreement in principle
only at this stage. On 19th July, 1963, (Document 83G6) the Acting Colonial
Secretary replied that the Governor in Council  that there should be
no change in the policy previously laid down that no further exemptions
would be issued until the expiration of the trial period for the casino at

 In relation to the  trial period  it has been mentioned that
the Certificate of Exemption granted for Grand Bahama was for ten years
with effect from 16th January, 1964. The Certificate contains no reference
to any trial period, except that it would be subject to review after three and
five years.

73



226. A year later, on 16th April, 1964 (Document 83L1), Messrs. Higgs
and Johnson again wrote on behalf of their client seeking the grant of a
Certificate for a period of ten years contingent on the construction of a 500-

 hotel with convention centre and casino, and subject to a  con-
dition of an additional 1,000 rooms wi th suitable accommodation within
years of the completed  hotel, making a total of 1,500 rooms.

 was to be operated by  Hotels International in conjunction with
the operation of the Casino by either Hilton Hotels or another organisation.
The Secretary to  Cabinet, under the new Constitution, gave  on
29th April (Document 83L2) that the application was  once more on
the ground that the experiment at Grand Bahama had not been working
long enough for a decision to be made regarding additional permits for
licences.

227. From the foregoing it is clear that the Government had no
of issuing a casino licence to either Mr. Huntington Hartford, or to his
Company, despite the fact, as mentioned in this last attempt, that there was a
continuing yearly loss in substantial figures for operating the
facilities at Paradise Island. There was evidently no will on the part
the authorities to reinforce Mr. Huntington Hartford in his losing battle.

228. The casino aspect remained dormant unt i l 14 months later when
Sir Stafford Sands submitted an application that was substantially similar
to the last proposal of Mr. Huntington Hartford. This application was
successful. By letter dated 8th June, 1965 (Document  Sir Stafford
notified the Secretary to the Cabinet that he acted as attorney  —

Mary Carter Paint Company
Paradise Island Limited
Bahama Hotel Company Limited
Paradise Island Realty Limited
Paradise Island Enterprises Limited
C & R. Limited

also, that Mr. Huntington Hartford and Beach Head Limited continued to
be represented by their previous attorneys.

229. The basis of the proposal was that Mr. Huntington Hartford wouid
convey everything in his own name in respect of the Hartford Properties
in Paradise Island to his own  Beach Head  and t h a t Mary
Carter Paint  after causing to be incorporated Paradise
Limited as a development company, would purchase the  in ques-
tion for $10,475.000. Mr.  Russell, connected with the Emerald
Beach  was in the course of incorporating the Bahama Hotel Company

 which would purchase 10 acres of land from the Paradise Island
Company and construct a  de luxe resort hotel at a cost in
excess of  addition Paradise Island Limited would construct
a  hotel. The latter company and Mrs. Wallace Groves would
jointly form Paradise Island  which would then lease a parcel
of land from Paradise Island  and the Realty Company would
construct a casino bu i ld ing at an estimated cost of  wi th a
similar bu i ld ing on another  of land for the accommodation of slot
machines. Next, Mrs. Groves would incorporate Paradise Island Enterprises
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Limited and would be the beneficial owner of all the shares in that Company.
The Realty Company would sub-lease the casino buildings to Paradise
Enterprises on terms that would ensure that 50 per  of the net profits
of Enterprises would be returned through the Realty Company to Paradise
Island Limited.

230. For the second time in our Inquiry, the Commission found a com-
plex of companies unnecessarily interwoven in their responsibilities, thus
providing facilities for inter-company financial manoeuvres as with the
complex on Grand Bahama. Sir Stafford was notified of government appro-

 in principle subject to certain conditions on 17th June (Document
The following four companies were thereafter incorporated in the

 Paradise Island Limited
incorporated 23rd June, 1965, capital £10,000, the bulk of the shares
being owned by the Mary Carter Paint Company. This Company
was to lease land on Paradise Island for the construction of a casino
by the next quoted company.

(2) Paradise Realty Limited
incorporated 28th June, 1965, capital £900, 500 shares owned by
the first Company and 400 by Mrs. Groves. This company is
constructing a casino for lease to Paradise Enterprises Limited.

 Paradise Enterprises Limited
incorporated 26th June, 1965, capital £1,000, owned by Mrs. Groves.
The Company will operate the casino and pay 90 per  of its
income to Paradise Realty Limited.

(4) C & R Limited
incorporated in the same year, capital £1,000. This Company was
undoubtedly formed to protect the interests of the Mary Carter
Paint group in which C and R's two shareholders have a major
financial interest. The Mary Carter group through Paradise Island
Limited have in fact invested a great deal of money in the island
and it seems that should the casino business fail, the deferred
certificate would ent i t le this Company to continue.

231. By letter  25th November, 1965 (Document 83M3), Sir Stafford
gave notice that Mr. Geoffrey Russell was  to raise the necessary money
for the proposed construction of the  hotel and Bahama Hotel
Company Limited (paragraph 229) was  therefore incorporated. Instead,
the Mary Carter Paint Company had incorporated Island Hotels Limited as
a wholly owned subsidiary to take over the construction of the hotel. Mention
was made that the new hotel was expected to be  by 31st December,
1967, and a bridge from New Providence to Paradise Island by 31st March,
1967. It was intended that the Certificate was to be transferred from the
Bahamian Club to the casino in the new hotel as soon as the latter was

 and in any case by 31st December, 1967 (Clause 2 (1), Document 5).
The term of the Certificate was for ten years from opening date of the new
casino (Clause 2  On 2nd December, 1965. the Secretary to the Cabinet
signified Government agreement (Document 83M4) to the various modifica-

 including the definition of the Island of New Providence which was
altered to read :  Includes the Island of New Providence, Paradise Island
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and all other adjacent islands and cays within 10 miles of New Providence."
This meant, under Clause 3 of the Certificate, that Paradise Enterprises
obtained exclusive casino rights in New Providence for as long as the
Certificate remained in force.

232. By letter dated 17th January, 1966 (Document  Sir Stafford
confirmed a telephone call to the Secretary to the Cabinet that the purchase
of the Hartford Properties by Paradise Island Limited was completed on
15th January, and, whilst the latter Company was then beneficially owned
by the Mary Carter Paint  in due course Mr. Huntington Hartford's
interests would own one-quarter and the Mary Carter Paint Company three-
quarters of the share capital. In March, 1967, the Amusements Company
relinquished its whole interest in the Paradise Island venture to the Mary
Carter Paint Company. The final touch had been put to the Paradise Island
canvas.

233. As a closing comment in this chapter, something of the fear that must
have been gripping the minds of  right thinking  persons was strikingly
put before us in the form of two letters dated 8th and 9th June, 1965, respec-
tively (Documents 83M7 and 83M8). The first is from the Chairman of the
Bahamas Christian Council and bears the endorsements of the leaders of
the various Christian denominations, and the second is from the Catholic
Bishop of Nassau. They are addressed to Sir Roland Symonette, then
Premier of the Bahamas.

 Dear Sir Roland,
This petition is sent to you on  of the Bahamas Christian

Council, which represents the majority of Bahamian Christians.
It has been brought to our notice that there is imminent danger of

gambling interests being granted licences to operate a casino on Paradise
Island. Eleven years ago the protests of the Christian Churches were
effective in preventing the spread of organised gambling, but the recent
licence granted at Freeport, Grand Bahama, was quickly done without
regard for public opinion and the national well-being. The Colony
was presented with a  fait accompli  We therefore  and
respectfully request the Cabinet, through you, to refuse the granting of
any new gambling licence or the transfer of any existing licence for the
operation of organised gambling.

Apart from our religious objections, on the grounds that gambling
panders to the weakness of many people, is based fundamentally on
greed and constantly causes the transgression of the Tenth Command-
ment,  Thou  not  we beg you to consider seriously that
the establishment of a casino on Paradise Island would

(a) keep away a  number of decent tourists,
(b) bring  as casinos have elsewhere, undesirable immigrants from

the foreign underworld, croupiers, pimps, prostitutes, narcotics
 etc.,

 create innumerable problems for the Criminal Investigation
Department of our Police Force,

 bring in easy money but demoralise our  long term
irretrievable loss,
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 cause widespread uneasiness among Bahamian people and
especially among those who have confidence in your Government,

(/) be contrary to the traditions and moral standards of the Bahamian
people.

May the blessing of Almighty God rest upon your deliberations.

I remain,

Your faithfully,

(sgd.) PHILIP

Chairman,

Bahamas Christian Council."

 Honourable and dear Sir Roland :
Although the matter that has prompted me to write you at this

time is still in the rumour stage, I do feel that you, and our Government
under you, would wish to know my mind concerning it.

I refer, Sir, to reports reaching me that there is a strong likelihood
that certain persons interested in organising gambling will be seeking
from you and from Government a licence or licences to operate a
gambling casino on Paradise Island.

I feel sure  I am not only speaking for the Catholics of the
Bahamas but for the great majority of the people of the Bahamas as
well as for myself when I state that it is our conviction that to grant
such a licence or licences would do great harm to the Bahamas and
to its people. Despite the protective laws that might be enforced to
make this gambling lawful only for our  I think you and
everyone who has a love for these beautiful islands and their wonderful
people will agree that to extend gambling facilities here would do
untold harm to the hearts and souls of our people and to tourism itself.
I would beg you to use your good offices to prevent such a tragedy
from visiting this land.

It is my understanding that representatives of the Bahamas Christian
Council  also place before you and Government their earnest
request to prevent the spread of organised gambling in these islands
and I am heartily in accord with their feelings in this matter.

With our prayers, I am,

Sincerely yours in Christ,

(sgd.) PAUL LEONARD HAGARTY, O.S.B.,

Bishop of Nassau."

234. It is clear from these letters that, having had to accept the licence
granted in respect of Grand Bahama as a  fait accompli  these churchmen
Were distressed at rumours of an impending fresh licence for a casino in
New Providence situated on Paradise Island. We have been left in no
doubt that the position and experience of these high dignitaries compelled
attention to their warnings ; but they received none.
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CHAPTER V

THE ACCOUNTS OF THE COMPANIES
235. We were required under our terms of reference  and (e) to

investigate and report  —
(d) the accounts of the Companies and the methods of calculating and

distributing profits and the recipients of those profits ;
(e) any payments not disclosed in the accounts made by the Companies

or either of them or any person employed by them or either of them
to any other Company or person.

Scope of Examination of Books and
236. The scope of our examination, conducted principally by the

Accountant Member of the Commission and his assistants, of the books
and records of the Amusements Company Limited, the Development
Company, Paradise Enterprises Limited and Paradise Realty Limited for the
period from 1st January, 1962, to 30th June, 1967, is set out below:

(1) Audited financial statements were compared to the accounts.
(2) The accounts were scrutinised. Unusual transactions which came

to our attention were reviewed in depth and the available supporting
documentation was examined.

(3) Management, consulting and legal expenses were traced to the
supporting documentation where available.

(4) Other expenses were reviewed to determine their nature and whether
they had been properly disclosed in the financial statements.

(5) Certain of the asset and liability accounts were reviewed to determine
whether any material misplacement of charges had occurred in these
accounts.

(6) Inter-company transactions were examined to determine the nature
and propriety of entries in the accounts of each company.

(7) The files and records of the companies' auditors were reviewed for
information on unusual matters or transactions which had come to
their attention during the course of their audit.

(8) Specific transactions, identified during the initial session of the
Commission; were examined where the supporting documentation
was available.

237. The systems and procedures followed at the casinos in  and
Nassau were also examined in situ with special reference to the following:

(1) Review of the systems of internal control relating to the gambling
operations carried on by the Amusements Company in Freeport and
by Paradise Enterprises in Nassau.

(2) Attendance at the cash count and  win  reconciliation which is
carried out at the end of each  play at both casinos.

(3) Attendance at the Freeport casino's weekly collection and count of
the proceeds from the slot machines.
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(4) Attendance at the  casino's monthly count of cash,
and hold  and the reconciliation of the count to the
general ledger control accounts.

(5) Attendance at the casinos in Freeport and Nassau to establish whether
the procedures described during our review of the system of internal
control were in fact the procedures being followed and to establish
whether the controls were effective.

(6) Discussions with several employees who held positions of responsi-
bility to establish whether they were fully familiar with the require-
ments of the  operating policies and procedures in respect
of their positions.

(7) A brief review was carried out of the system of internal control in
effect at the Amusements Company relating to purchases, disburse-
ments and payrolls. We did not review these procedures in depth
as they are not peculiar to casino operations and the controls and
procedures which would be in effect in any commercial organisation
could be appropriately employed here. Our only comment arising
from this review is that proper receipts are not obtained for salaries
and wages paid in cash.

238. The Certificates of Exemption which were granted in 1963 and
1966 contained various provisions to control Casino gambling and in par-
ticular to ensure that a change of ownership could not take place without
prior approval of the Governor in Council, and later the Cabinet. It was
therefore found necessary to incorporate separate companies with special
features to own and operate the new Casinos.

Bahamas Amusements Limited
Formation

239. The Amusements Company was incorporated on 20th March, 1963,
by Louis A. Chesler and Mrs. Georgette Groves who were at that time the
beneficial co-owners of the Development Company. Capital stock of the
Amusements Company was divided into 500 £1 Class A shares subscribed
for by Louis A. Chesler and 500 £1 Class B shares subscribed for by Mrs.
Georgette Groves. The total number of Directors was established at six
and the right to elect Directors was equally divided between the two classes
of shareholders. To prevent ownership of the Company or the direction
of Casino operations  into the hands of undesirable interests certain
restrictions were placed on the issuance of capital stock, custody and sale
of shares and election of Directors.

 of Profits

240. In return for the advance of funds for working and other capital
needs the Development Company was by agreement to receive all of the
profits of the Amusements Company. During the period from the commence-
ment of operations in January, 1964, to 31st October, 1966, net profits of
approximately  were earned and  to the Development Company.
During the same period hotel and airline subsidies of approximately
$2,200,000 and management fees of approximately  were absorbed
by the Amusements Company. As most of these expenses would have been
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incurred regardless of gambling operations, they would appear to the
Commission to be in the nature of a distribution of profits to the Development
Company.

Bonuses to Casino Managers
241. Under an informal agreement with the Company, Messrs. Ritter,

 and  the Casino Managers, were paid annual bonuses
amounting to 30 per  of the  agreed net profits  The method of
determining the latter figure was decided each year and apparently
intended to restore the net profit which would be relevant for the purpose
of calculating bonuses. During the period from the commencement of opera-
tions in January, 1964, to 31st October, 1966, the accumulation of bonuses
paid to the Casino Managers amounted to approximately $  Various
Company officers who came before the Commission indicated that part of
 these bonuses were dispersed by the Casino Managers to other senior
Casino employees.

Examination of Accounts

242. The examination of the accounts of the Amusements Company
revealed that many entries had arisen from inter-Company transactions
with the Development Company, thus making it necessary for certain
aspects of the examination to be extended to include the accounts of the
Development Company.

(1) Inadequacy of Records

The Amusements Company did not maintain formal books of
account at all from the commencement of casino operations in January,
1964 to September, 1964. Furthermore, the accounts were not properly
maintained through the first half of the Company's financial year ended
31st October, 1965. Due to the inadequacy of the records, accounting
procedures and controls, the auditors declined to express an opinion
on the financial statements of the Company for the first financial year
ended 31st October, 1964, and could only express a heavily qualified
opinion on these statements for the following year ended 31st October,
1965. Documentation to explain the nature and propriety of transactions
or to substantiate the authenticity of entries in the books of account of
the Amusements Company and the Development Company were in
many instances not available.

(2) Casino Cash Transactions

Due to deficiencies in the records, the Commission was unable to
trace or substantiate certain transactions purported to have been made
by the Amusements Company. For example, a series of cheques
totalling $525,000 was withdrawn from a bank account of the Amuse-
ments Company during the period from January to March, 1964
purportedly to reimburse the casino cash float, but no records existed
which would permit the tracing of specific entries in respect of either
the issue of these cheques or the receipt of the money into the casino's
cash on hand. In addition, repayments to Mr. Chesler of  with
respect to an original loan of $600,000 appear to have been made during
1964 from the Casino's cash funds but no formal record of these
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transactions exists. As a result of the Commission's enquiry into
various transactions during the early stages of casino operations, the
Amusements Company attempted to reconstruct the records from source
documents available for the first financial year ended 31st October, 1964.
On the basis of these reconstructed records and certain assumptions
regarding the disbursement of casino cash for salaries and other expenses,
it would appear that the purported replenishment of casino cash of
$525,000 and the loan repayments of $400,000 did in fact take place.

(3) Gambling Revenue

The inadequacy of the accounts maintained by the Amusements
Company and our inability to determine the existence and effectiveness
of controls during its early years of operation precluded the Commission
from establishing that all revenue arising from the operation of casinos
by that Company was properly reflected in its accounts.

Paradise  Limited

Formation

243. Paradise Enterprises Limited, was incorporated with a nominal
amount of capital in 1965. The Company was wholly owned by Mrs.
Georgette Groves and was formed with the intention of operating the
Bahamian Club commencing in January, 1966, and later the new casino
on Paradise Island to be opened on or before 31st December, 1967. To
prevent transfer of ownership of casino operations to undesirable
restrictions similar to those attaching to the Amusements Company were
applied to the issuance of capital stock, custody and sale of shares and
election of Directors.

Distribution of

244. Paradise Realty Limited, owned 5/9 by Mary Carter interests and
4/9 by Mrs. Georgette Groves, was formed for the purpose of providing
the capital needs of the Enterprises Company in return for 90 per  of the
profits. Under the terms of an agreement with Mrs. Georgette Groves,
the Amusements Company took over her responsibility for the financing
of the Realty Company and the management of Enterprises Company in
return for the assignment of quarterly dividends on 62.5 per  of the Realty
Company shares owned by Mrs. Georgette Groves. Although the Enterprises
Company suffered a loss of approximately $96,000 for the first financial
year ended 31st December, 1966, an interim dividend of $25,800 was declared
and paid in that year ; and the casino supervisory personnel of the
Bahamian Club were paid in the aggregate a bonus of approximately $54,000,
being 15 per  of the net profits from gaming operations. -

245. In March, 1967, the Amusements Company abandoned their partici-
pation in the Paradise Island Casino project and the shares of the Realty and
Enterprises Companies in the name of Mrs. Georgette Groves were sold
to the Mary Carter Interests. The profit on the sale of these shares
amounted to  of which $1,248,880 was taken up by the Develop-
ment Company and $268,880 was retained personally by Mrs. Georgette
Groves.
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Check on  Skimming
246. We found no evidence in the accounts that  has in

fact occurred at any time since the commencement of the operations of
either of the Casino Companies, but this nevertheless could have occurred.
There is insufficient material in the form of records to provide reasonable
assurance that improper diversion of profits could not have taken place
during the first 15 months of the Amusements Company's casino operations.
The procedures and controls which we observed at both Casino Companies,
when strengthened by our recommendations in paragraph 248, should
generally provide sound safeguards that gambling profits in the future are
being properly determined and recorded.

Limitations of Examination of Port Authority Companies
247. To reach proper conclusions under its terms of reference, the

Commission felt that it should have unlimited scope for examining records
of any Company forming part of the Port Authority Complex. With the
exception of specific inter-Company transactions identifiable in the accounts
of the Development and Amusements  the Commission was
denied access to the records of the Port Authority and its other subsidiary
Companies. This made the task of the Commission exceedingly difficult
because of our inability always to assess the significance of entries in the
books of the former two Companies.

Financial Controls
248. In the opinion of the Commission, the system of internal

and procedures followed by August, 1967, with respect to the gambling
operations carried on in the casinos in Freeport and Nassau are adequate
to provide reasonable assurance that gambling revenues are properly
recorded with the exception of the following:

(1) Inadequacy of Records
Records are not permanently maintained in sufficient detail to permit

proper audit or verification at a later date of the following
(a) Acceptance and collection of  s and post-dated cheques

received from players.
(b) Cash and chips issued from the reserve supply in the vault

to the cashiers.
 Return of surplus cash and chips to the reserve supply in the
vault by the cashiers.

 Receipt of cash to supplement the reserve supply in the vault.
(e) Withdrawal of cash from the reserve supply in the vault for deposit

in the Bank.

(2)

Casino security officers who are employees of the operator are not,
in our opinion, sufficiently independent of the management to be relied
upon to perform supervisory or control funct ions on behalf of the Gov-
ernment or the Police Commissioner.  addition, we believe persons
performing these supervisory or control  must be fu l ly conversant
with all the details and ramifications of the company's entire system of
control relating to the casino operations.
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(3) Credit

Cheques and I.O.U's from players who have left the Bahamas, which
are not likely to be redeemed at the cashiers' cages, should be physically
transferred from the custody of the casino cashiers to the custody of an
appropriate senior officer of the Company. Entries should be made
concurrently in the accounts to transfer responsibility for the safe custody
and subsequent collection of these assets from the casino cashiers to the
officer of the Company.

The Casino Manager cannot ensure that all I.O.U's recorded on the
daily record cards maintained by the gambling table supervisors have
been included in the assets at the end of each day's play, because the
cashiers do not maintain permanent detailed daily records of the accept-
ance or collection of I.O.U's.

(4)  of Records

Proper books of account should be maintained by Companies engaged
in the operations of casinos. These books and all other records of these
Companies should not be destroyed or otherwise disposed of without
prior written permission from an authority other than the Companies
themselves.

(5)  Forms

The prenumbered forms used for the issue of chips to the gambling
tables by the cashiers, or for the return of surplus chips to the cashiers
by the gambling tables, are not independently accounted for at the close
of each day's play. This procedure should be followed to ensure that all
forms used during each day have been properly included in the recon-
ciliation of the day's gambling results.

(6) Vault

Access to the cash and chips held in the casino vaults should be
rigidly restricted to those few persons who are directly responsible for
their safe custody. In practice, a number of people have free entry into
the vault. Moreover, suitable forms, signed by the employees concerned,
are not used as a record of the movement of cash or chips or both
between the cashiers and the reserve supplies held in the vault. Such
conditions render the fixing of responsibility very difficult in the event
of a shortage in the casino reserve of cash and chips held in the vault.

(7) Surprise

A complete count of all cash, chips, I.O.U's and cheques, should be
made at least once each month by persons who are independent from the
daily casino operations, and reconciled by them to control accounts
maintained in the company's general ledger. Preferably the cashiers
and other casino staff should not have prior knowledge of the date of
these checks.
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249. The restrictions concerning issuance, custody and sale of shares of
the Casino Companies caused them to be formed with nominal amounts of
capital stocks. This condition led to the need for substantial infusions of
capital by the  Companies in return for all or most of the
net profits earned by the Casino Companies. One of the  foster-parents
the Development Company, saw fit to extend its assumed parental control
by directing the Amusements Company to absorb substantial hotel and airline
subsidies and management fees. In the  view, this complex
arrangement is both unnecessary and undesirable.
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CHAPTER VI

SUITABILITY OF CASINO EMPLOYEES

250. Under our first term of reference we are required to examine the
suitability of persons employed in or in connection with the Casino operations
and the connections, if any, of any such persons with undesirable associates
within the Colony or elsewhere. Of necessity, our enquiry under this head
was directed principally to the Americans employed in the casinos, and
whether they were or are connected in any way with organised criminality
in the United States.

251. The Commission had earnestly hoped that it could have heard some
authoritative verbal testimony from one or more representatives of the United
States law enforcement agencies. Strenuous efforts were made to this end but
unfortunately the United States did not feel able to accede to our request
for what were no doubt valid reasons from that country's standpoint. We did,
however, visit the authorities in New York and Washington on more than one
occasion and were given access to records and other information that proved
most valuable in our investigation. From the information there obtained and
from the evidence of the Commissioner of Police and the Assistant Com-
missioner, we have been able to satisfy  firstly, that there is such
an organisation as Cosa Nostra in the United States and, secondly, that it
and its associates are intensely, even predominantly, interested in the money
that can be made from gambling.

252. The first persons to be examined in this respect are the three original
managers at the Monte  Casino recruited by Mr.  Frank
Ritter, Max  and Charles Brudner. We have heard many times in
the evidence before us, including that of Mr. Chesler himself, that these three
men were bookmakers of many years' standing on a substantial scale in North
America. To run a book and accept bets anywhere in the United States other
than in Nevada is against the law. While a large section of the American
public may be out of sympathy with the law and  constant hope that
gambling will in time receive somewhat less austere treatment, the undeniable
fact remains that these men were prepared to earn their living in an illegal
manner according to the laws of the various States and to profit from the
natural inclination to bet, even clandestinely, that is to be found the world
over.

253. Furthermore, it is unlikely that any  betting operation on a
sizeable scale would escape the attention of  The Mob  The President's
Commission (referred to in paragraph 44) commented on the systematic

 of protection this organisation could provide either in the exclusion
of competitors or in the corrupt inducement of  to close their eyes. In

 case of every witness appearing before us who might conceivably have
 at some time associated with Mr. Myer Lansky, we and our Counsel

Purposely introduced this man's name. Each time we had the impression that
 question was anticipated. The answer came glibly and without

 Don't know him  ;  Met him only once, years ago  ;  Only know what
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I've read in the newspapers  ;  Wouldn't recognise him if I fell over him."
All these expressions were used. At one stage, we began to wonder whether
the name of Myer Lansky was not some vast journalistic piece of fiction,
ghostly and mythical a figure did he appear from the replies given to us.

254. Only when we heard the evidence of Messrs.  and
 the second occasion that he testified and after Mr. Chesler had done so),

Sir Stafford Sands and Mr. Novack, did Mr. Lansky assume the proportions
of a living being. Mr. Chesler described him as the  Dean of Gambling  in
the sense that he knew more about gambling than anyone else.  Mr.
Chesler and Mr. Ritter consulted him on the staffing of the Monte Carlo
Casino even before the Certificate for that casino was granted. Mr. Novack
was the most open. He said Mr. Lansky was a man of notoriously undesirable
reputation whom he would prefer not to see in his exclusive Fontainebleu
Hotel at Miami Beach. It is of interest to record that Mr. Novack was
asked whether a letter addressed to Mr. Lansky at the Fontainebleu would
reach him. He replied in the affirmative. It was then disclosed to him that a
letter had in fact been written by the Commission on 19th June to Mr.
Lansky inviting him to give evidence. The letter had been addressed to
the care of Mr. Ben Novack at the Fontainebleu Hotel. No answer had
been received. Mr. Novack said he did not recall this letter but had little
doubt that it  have been delivered.

255. It was suggested to us by the Commissioner of Police, Mr. Gonsalves
and Mr. Gowlding that only men of wide experience of casino gambling
would be able to avoid the pitfalls into which such enterprises are likely
to fall. Such a contention in the cases of Messrs. Ritter, Courtney and
Brudner was hardly justifiable. Only Mr. Ritter claimed some knowledge
of the Havana casinos for a short period. Their solitary professional
advantage lay in their personal acquaintance with the credit rating of
the high players in North America and of the methods of checking on that
rating. Even this ceased to be of prime importance once the new casino
had had time to build up a comprehensive card index of ratings.

256. This was clearly  by the witness, Mr. Eddie Borden. a
cashier in the Monte Carlo office. He laid no claim to previous casino

 but he was the only one in the cashier's office who could use
a typewriter. He told us he was selected by Mr. Courtney to compile the
credit rating index and was responsible during the years 1965 and 1966
for the inquiries at banks and elsewhere in respect of all customers requiring
credit. All that the managers had to do was refer to the index whenever a
player applied for an advance of cash although, to be fa i r to them, there
was evidence that they often exercised their individual discretion.

257. To sum them up, Messrs. Ritter, Courtney and Brudner did not
have, nor did they need, experience of casinos. The official description of
Mr. Courtney as Craps Supervisor and Mr. Brudner as Floor Manager
was a travesty of their true function, which was administrative. They were
men of strong personality, well able to control the type of employee the
casino was  to attract and equally able to have their own way with
the officers of the Amusements Company. In  within the casino, they
ruled supreme. Moreover, although we had no direct  the Com-
mission was not entirely satisfied that they were free from the influence of
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sinister masters across the water. We must conclude that they were not
suitable persons to have been employed in the Bahamas venture.

• 258. Their two lieutenants, Messrs. Geiger and  moved up into
the managerial posts when Messrs. Ritter, Courtney and Brudner left the
Monte Carlo at the end of three years in January, 1967. Mr. Geiger
described himself as Credit Manager, Mr. Kamm as Craps Manager. It is
true that they could lay claim to a longer and closer knowledge of the
techniques of casino gambling than their predecessors, but they were not
men of the same calibre in personality and ability to command, and Mr.
Geiger was said to adhere inflexibly to the credit limits contained in the
index. Both created a poor impression before the Commission. They were
the only other survivors of the eleven who received unsatisfactory character
reports from the United States authorities. On that account, it is the view
of the Commission that they should have been told to go at the same time
as the others nearly three years before. That this view was shared by the
Bahamas Government, following the first phase of the Commission's investi-
gation, is evident from the decision to give them marching orders in June
before the Commission returned.

259. Ranking next in importance of post are Mr. Jack Metier and Mr.
Eddie Cellini. Mr. Metier had been in charge of the Bahamian Club Casino
from the time it was taken over by the Amusements Company. When the
new El Casino was opened by that Company at Freeport in March, 1967,
he was transferred to take control there. He is getting on in years and
does not enjoy good health but appears to be doing his best to run a
straightforward gaming operation. Mr. Eddie Cellini, who succeeded Mr.
Metier at the Bahamian Club, is a younger man. He is brother to
and has a second brother, Bobbie, employed in the Club. When the
Commission visited in March, he described himself as  the best croupier in
the world  Total bonuses to the tune of $54,000 were given to the casino
supervisory staff in the year 1966, representing 15 per  of the net
profits.

260. In a somewhat different category is Mr. George  He is over
80 years of age and from his record appears to have been an associate
of  The  in bygone days. He was only employed in the Monte
Carlo in its earliest days but he has since acted as a recruiting agent for
Messrs. Ritter and Courtney in obtaining American casino supervisors from
Las Vegas. His name appears among those listed as undesirable in para-
graph 176. He is known to have received bonus  in his case,
"finder's fees  the years 1964, 1965 and 1966 of
and $25,000 respectively. The danger in him lies in the opportunity
presented to him to select for employment in the Bahamas men whose records
may just pass muster with the police but who nonetheless may be open to
undesirable influence.

261. As we have already noted, gambling in the United States is subject
to fluctuations in prosperity, and lesser members of that element of  The

 concerned with gambling activities must have experienced spells
of low fortune. Such a period probably followed the closing of the Havana
casinos by  Castro in 1959. It seems likely that the criminal syndicate
does not necessarily exact dues from henchmen and former henchmen to
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whom it gives indirect recommendations for employment. It may be content
to see the jobs go to faithful servants of the  "and in this way secure a
foot, however small, in the door. Certainly the organisers are men who
are accustomed to plan well ahead and to examine and assess through
first-hand information the possibilities of every new venture that appeals to
them. This underlines the difficulties of recruiting staff from America since
everyone involved in the machinery of gambling, however honest he may
be, acquires for himself a mildly disreputable aura, and it cannot be expected
that the United States authorities would feel able to recommend even
those who on the surface appear to be the right people. It is just such
people whom the criminal organisation would aim to seduce if it was
unable to infiltrate through their own network.

262. For these reasons the Commission recommends that no further
citizens or former residents of the U.S.A. should be employed in the casinos
and those now in post should have their employment terminated as soon
as possible.

263. This would not in the Commission's view lay the Bahamas Govern-
ment open to the accusation of discrimination against a single nation. The
Government of the United States is well aware of its own internal problem
in this sphere and is making vigorous efforts to resolve  but it has not
yet succeeded and. until it does, we feel sure it will acknowledge the justifica-
tion for this move.

264. We deal next with the junket organisers and the couriers. As
already indicated in paragraphs 172-3, Messrs.  and Braca run the
New York  junket office  assisted by Mr. Charles  son Edward,
and endeavour to collect outstanding debts from gamblers hailing from the
New York area. Messrs.  and Braca each received a bonus pay-
ment of $15,000 in 1967. Junketing is an arrangement that does little to
boost the tourist industry. The high rollers would not travel to Freeport
if there was no casino. A junket tends to transform a resort economy with
gambling amenities into one that relies on casinos.

265. Whilst Messrs.  and Braca do not regularly visit Freeport
with the junkets which they assemble, a somewhat different system exists
for visitors from Miami and other playgrounds in the State of Florida.
The functions of Mr. Dan (Dusty) Peters and Mr. Herman Stark have been
described in paragraph 174. Mr. Stark, who is paid at the rate of $350
per week, benefited from a bonus of $25,000 in  Mr. Peters started at
the same weekly rate when there was only one casino, but this was upgraded
to $550 when El Casino opened  though he is not one of the bonus
recipients. Both incur expenses of between $800 and $1,000 a week
in connection with their  public  activities. We did not re-
ceive any evidence of shady associations in respect of Messrs.
Braca or Stark. Mr. Peters was said to be a crony of Mr. Myer
and a convenient contact-man for  The Mob  He denied this himself
in his testimony but in the same anticipatory manner as others already
mentioned.

266. The Commission regards  the personal collection of debts
in discharge of  and the carrying of cheques into the United States
as undesirable features of casino operations, open to abuse, and recommends
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both that junkets be discontinued forthwith and that the services of Messrs
 and Brudner as debt collectors and those of Messrs. Stark

and Peters as collectors and public relations  be dispensed with.
The only other person who might fall within this term of reference is

Mr. Michael  and he is dealt with in Chapter VII.
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CHAPTER VII
THE DISTRIBUTION OF GAMBLING PROFITS

267. In tackling term of reference  the Commission decided to consider
 first half, which deals with the adequacy of the law, in Chapter

Recommendations. This Chapter is devoted to the second part only which
 whether there is reason to believe that persons within the Colony

or elsewhere have been able or would be likely to be able to obtain improper
benefits from the profits of casino gambling." We have construed this in
the first place as directed at the individuals we have named in the previous
Chapter and their possible linkage to criminal organisations in the United
States for the purpose of syphoning off to the latter some of the profits
from the casinos. Secondly, we have included herein references to certain
individuals, who are not former or present members of the Government
or Legislature, but other  persons within the Colony or elsewhere  who
may have had the opportunity of improper benefit.

Possible Methods of  Skimming
268. There are a number of methods by which a milking of the profits

or a  skim  may be accomplished. The Commissioner of Police gave us
an informed memorandum of American origin on this subject (Document 9).
The most judicious remark in this document was that  there are as many
ways to skim as there are individuals in the gambling business." The
Commission endeavoured to test the various methods that presented them-
selves and, having regard to the intensive checking of the accounts by the
accountant Member of the Commission and to the preventive measures of
which we received evidence, we were able to condense our exploration
down to comparatively narrow limits. In saying this, it must be understood
that we were quite unable to say with any pretence of exactitude what
happened to hypothetical profits in the earliest months of the Monte Carlo
operation owing to the deplorable inadequacy of the accounting at that
time. Apart from any question of book-keeping, we heard, for instance,
of the ease with which sums of the order of $200 were taken  straight from
the tables  and distributed unofficially to casino employees even up to the
present time.

269. When a semblance of financial order had been restored in the
later part of 1964, there were only two specific means by which a substantial
toll could regularly be exacted, and we must state categorically at this point
that we heard no actual evidence that either of these means was in fact
exercised. Nevertheless, they  so obvious and, at the same time, so
untraceable that we must set them down. The first of these was what
to us appeared to be the quite phenomenal bonuses. If indeed several
of the senior posts owed their appointments to some behind-the-scenes
agency, it was clearly impossible to ascertain, short of an outright admission,
whether there had been any kind of what is colloquially known as a  kick
back  to that organisation in  of its sponsorship. But a hypo-
thetical 25 per  of all bonuses, for instance, would have produced
$400,000 for the three years 1964, 1965 and 1966.
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270. The second opportunity lay in the collection of cash or cheques
on I.O.U.s. We were told that players are not pressed to discharge their
indebtedness before they leave  Bahamas. When they come from New
York or Florida, it is the task of the junket agency in New York and of
Messrs. Stark and Peters in Florida to see that I.O.U.s are met. Certainly
those gentlemen told us that a good deal of their time is expended in this
manner, Mr. Stark confining himself to Miami and Miami Beach and Mr.
Peters covering the rest of Florida in addition. In the season, unmet cheques
and I.O.U.s amounted to $3,000 or $4,000 a week in Florida alone. In the
case of an  if part of the sum owing is paid, a fresh  is signed
by the debtor for the reduced sum ; in the case of a cheque referred to drawer,
the cheque  is retained in the cashier's office at the casino and is only
returned to the drawer when the fu l l amount on the cheque is satisfied.
Messrs Stark and Peters said that paying by instalments of $100 or $200 a
week is a fairly common occurrence in which they act as the couriers in
conveying these piecemeal payments to the casino. When efforts to
obtain satisfaction prove  and we were told that recovery of
gaming debts through the machinery of the law in the State of Florida
is a highly uncertain  Company decides whether to write
the debt off as a bad one.

271. On the face of it, if the system devised by the casino is rigidly
followed, there should be no chance for money received in respect of out-
standing debts to be misappropriated but, as has been pointed out in
paragraph 248(3) of Chapter V, the accounting for them is  from water-
tight. Any suggestion that strong-arm  were applied in personal
calls on those who owed money, or that a  collection fee  was exacted,
were vehemently refuted by the witnesses. Nevertheless, the Commission
cannot fail to feel uneasy about this aspect and we have recommended that
personal collection shall be discontinued and that monies owed shall be
redeemed through the normal agency of correspondence.

272. The Commission expended a great deal of time in following up
large individual sums that might conceivably have been consigned to
undesirable repositories. We do not propose to set these out in detail
in this Report since it has not been established that these monies fell into
the wrong hands. Suffice it to say that we examined some six-figure with-
drawals of cash from the Amusements Company account with the First
Na t iona l Bank of Miami between January and March, 1964, said to be
needed to replenish the cash reserve in the  The need arose mainly
through the advent of a junket when the casino found itself with a large
volume of cheques but l i t t l e cash for the playing operation. The discon-

 of junkets would remove this  Again, there was
evidence that at least one high player. Mr.  on his own admission,
lost as much as $200,000 at one time to the casino. Indeed, he told us
he had lost  much  Certain  said this was typical of
Mr.  who was always  about his financial" commitments, but
he himself assured us in a most downright manner that he knew what he
had lost  to a dollar. We found no documentary evidence of wins
or losses of this nature. Yet again, there were suggestions by  Stales
postal authorities that large quantities of cash up to $60.000, and in one
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case  were being despatched by the Amusements Company to
the Marine Midland Grace Trust Co., of New York. They were parcelled
up in  Girl beer cartons and declared as  engraved bank
apparently, and understandably, to disguise the true nature of the contents
from would-be thieves. There were other instances. The Commission's
investigations disclosed inefficiency and ineptitude rather than blunt illegality
as the explanation of these matters.

273. There are, however, certain individuals who were, in the words of
this term of reference,  likely to be able to obtain improper benefit." We
can put it no higher than that.

Michael  McLaney
274. This man is an American citizen, aged 52, who has been concerned

with gambling for a large part of his later life. He has been associated
in business with Mr. Chesler, notably in relation to a restaurant and supper
club in Surfside, Miami, in 1955 and 1956.  October, 1958, after pro-
longed negotiations and with indirect backing from Mr. Chesler he took
over the casino in the Hotel Nacionale in Havana using money supplied
by friends for the purpose. As with more than one of his enterprises, he
arrived on the scene too late for the project to be a success.  Castro,
on assuming control of Cuba, closed the Havana casinos early in 1959
and Mr. McLaney thereby lost his friends' investments. In 1963 and 1964
with his brother, William, he operated the casino at Cat Cay for its short
season. He was also concerned in 1963 in Baltimore in gambling on
football games which received much newspaper publicity and ended in
litigation with a business associate.

275. This was the recent background of the man who came to be intro-
duced to Mr. Pindling before the last General Election in the Bahamas
with a view to lending his assistance in the election campaign. The introduc-
tion had been effected by one, Mr. David Probinsky, a Miami business man
who was interested in the civil rights movement in Florida and was associated
with Dr. Martin Luther King. When a General Election appeared to be
in the offing in  Mr. Pindling invited Mr. Probinsky to take
charge of public relations on behalf of the Progressive Liberal Party and
this was accepted. Mr. Probinsky failed in his efforts to raise funds for
the P.L.P. in the United States but told Mr. Pindling that Mr. McLaney might
be in a position to obtain help in kind for the coming election.

276. Mr. Pindling was taken by Mr. Probinsky to Mr. McLaney's home
in Miami Beach and the political and overall situation in the Bahamas was
discussed. Mr. McLaney revealed that he knew the Bahamas well, alleged
that he did not like the existing Government, and was willing to assist
in the campaign by obtaining the use of equipment such as aircraft and
a boat that Mr. Pindling indicated his Party particularly needed. One of
the main election platforms of the P.L.P. was that of anti-corruption in
connection with gambling. Mr. Pindling told Mr. McLaney that he was
not against gambling  that the Bahamas had been given a bad deal in
the existing arrangements ; that there was lack of  and that the
revenue that should be derived from gambling was not being gained. In
turn, Mr. McLaney suggested that the Puerto Rican system of governmental
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control with a fixed percentage from the casinos was one that Mr.
Pindling would find interesting. Further, that the Puerto Ricans had
initially retained a Mr.  an acknowledged expert on gambling opera-
tions. Mr. McLaney asserted he knew as much about such operations as
Mr. Scarne and, in the event of the occasion arising, he would be able
to advise the Bahamas Government in a similar manner.

277. Mr. Pindling had related his Party's desire for a Commission to
examine gambling from top to bottom and enquired whether Mr. McLaney
could stand such an investigation. Mr. McLaney assured Mr. Pindling
that he could, and the latter then  well, if you are willing to
undergo an investigation and you know it is coming up, it is my Party's
view that not one single thing should be done about  until such
time as we have had that investigation . .  He further enquired of Mr.
McLaney what he expected in return for his assistance. Mr. McLaney replied
that he was not concerned on any promise basis, to which Mr. Pindling
retorted neither was he, nor could he commit his Party to anything. It
must be remembered that the expectations by the P.L.P. of winning the
election were far from good. In the event, Mr. McLaney arranged for the

 —
(1) A helicopter, piloted by Mr. Paul Wood of Adventure Helicopter

Services, which was used by Mr. Pindling on the Kemp's Bay con-
stituencies for eight or nine days.

(2) A single-engined Cessna aircraft, owned by Southern Aircraft
Corporation in Florida, supplied for seven to ten days to visit Out
Islands.

(3) A DC-3 plane provided for two or three days, also for Out Island
movement.

(4) A power-boat named  The White Hawk  which turned out to be
faulty from the beginning and never gave full service.

In addition, a private aircraft, loaned to Mr. Pindling by one of his clients
named Mr. Lewis Colasurdo of the Crescent Corporation, New York, was
provided free for a month. Mr. McLaney was said not to be connected
with this item, though he is known to be a business associate of Mr.
Colasurdo. The latter's affairs are at present under close examination by
the Securities and Exchange Commission of the United States.

278. By the time he appeared before our Commission, Mr. Pindling had
become Premier. The estimated cost of the above forms of transportation
was given by him as approximately $25,000 ; Mr. McLaney told us it was
about $60,000, but added that the plane referred to by the Premier as being

 free by Mr. Colasurdo was in fact billed to and paid for by Mr.
McLaney, thereby accounting for the difference. Mr. McLaney claimed
that the Premier had agreed to pay for this assistance but that he had
yet to bill the Party for the amount. The  to us that his
Party was not in a position to pay from party funds and the money would
have to come from the pockets of individual members and of their supporters.
He was adamant that there was no undertaking given either by himself or
other party members for any concession, either then or subsequently, to Mr.
McLaney or his associates. He told us he believed Mr. McLaney's interest
was solely that he wanted to advise the Government on its future policy
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on gambling. Mr. McLaney himself, when he came before us, avoided
numerous questions that discussions with the Premier had included arrange-
ments for a gambling licence and insisted that he only wanted to be of
service to the Government and make some money for himself, adding

 Kindness brings back kindness  Subsequent to the election, Mr. McLaney
asked the Premier about the Paradise Island venture and received the reply
that nothing would be done until the Commission had made its Report and
the Party was able to assess the position.

279. Mr. McLaney has rented 13 rooms on the fourth floor of the
Trade Winds Building in Bay Street with a view to opening some form of
business in Nassau. He alleges he is as yet undecided in what type of
business he will engage. The rental of the offices amounts to $1,100 a
month and he has permitted the use of them to Messrs. Foulkes, Nicholls
and Shepherd, all members of the  Mr. Foulkes is the Editor
of the Bahamian Times, Mr. Nicholls has been a party member for ten
years and is a District Leader, and Mr. Shepherd is the Party Whip and
Member of the House of Assembly for St. Michael's. Mr. McLaney
testified to an understanding with them that they will repay him as and
when they are in a position to do so.

280. In spite of his avowed indecision about his future, Mr. McLaney
made no secret of his hope to operate a casino in the Bahamas. He agreed
he had approached Sir  Sands and Sir Harold Christie regarding
the prospective purchase of Cat Cay but, for business reasons, had not pro-
ceeded with it and no application had been made for a Certificate. But
during one of his later meetings with the Premier and some of his Ministers,
he pointedly left on the table when he departed without mentioning
draft of a Bill entitled  An Act Empowering the Regulation of Gambling
and Games of Chance in the Islands of the Bahamas  We were informed
of this in evidence by Mr.  Minister of Works, who pro-
duced the draft (Document 115). He was not  to tell us who drew it up,
but it was laid out in pseudo legal style. By it, the Ministry of Tourism was

 empowered to designate a representative to be in charge of all
gambling enterprises in the Bahamas, said representative to be a person whose
background, knowledge and experience shall have qualified such individual
in all respects of gambling enterprises  The succeeding clauses gave powers
to  the Ministry of Tourism or its representative  in almost every case
except Clause 5 which read:  representative is hereby granted the
power to associate such persons and assistants as may be necessary for the
proper operation of his duties, subject to the approval of the Ministry of
Tourism". Neither the Premier nor the Commission was left in any
as to who the representative was intended to be.

281. The Premier, while admitting the indebtedness of his Party, told
us that, subsequent to the election, he had made a number of enquiries
about Mr. McLaney which had convinced him,  hindsight, that he
and his Party would be ill-advised to continue their association
with him. On the evidence of his past  which we heard
in detail from the Commissioner of Police, we formed  opinion that Mr.
McLaney was an unscrupulous individual who was playing on the worldly

 of the Premier and the P.L.P. with the aim of manoeuvring
 into a position whereby they would feel obliged to  do a deal  There

94



is little doubt that the deal would have  some sort of gambling
concession. We regard Mr. McLaney as a thoroughly dangerous person
who is likely to do nothing but harm to the Bahamas.

John Reagan (Tex)

282. We put down this name next since Mr. McCrary is well known
to Mr. McLaney. He is a public relations man and from what we heard,
appears to be an irresponsible and meddlesome person. The Commission
was very anxious to hear his evidence and Mr. McCrary at long range seemed
equally anxious to give it. He was in touch with the Secretary to the Com-
mission on several occasions but each time found that  dates
were inconvenient to his business commitments. When the Secretary made
his last effort in our final week, however, Mr. McCrary said he had just
returned from several days spent on a hunting trip and the Commission
then realised that he had no intention of coming to Nassau.

283. The Premier told us that , after he had presented a complaint about
gambling irregularities in the Bahamas to the United Nations in 1965, Mr.
McCrary contacted him with information that he possessed evidence, acquired
during his one-time employment with the Development Company in the
public relations field, to support this complaint. As a  he introduced
the Premier to Mr. James  formerly of that Company, on the occasion
of the Premiers second visit to the United Nations in September,  ; also
to Messrs. Hope Stevens, Penn and  in of the Wall Street  It
was claimed that Mr. McCrary was not only instrumental in getting the
Journal articles written in October, 1966, but was subsequently
for the P.L.P.'s success at the General Election in January this year.
Certainly Mr. McCrary came to Nassau after the election and remained
very close to  Premier, bombarding him with recommendations on
political tactics. There is no doubt in the Commission's mind that Mr.
McCrary and Mr. McLaney were, and still are, rivals for the favours of
the current Government. This belief was reinforced when the Commission
heard from Mr.  of a tape-recording of a telephone con-
versation between Mr. McLaney in Miami and Mr. McCrary in New York.
According to Mr. Wallace-Whitfield, Mr. McLaney told Mr. McCrary that
he had a deal with the Premier ; further that he would have to  up
and be counted  inferring that his help to the  would have to be
recognised. The tape was played at a small gathering of Ministers and later
it was repeated in the Premier's hearing. The Commission was left in some
uncertainty by this witness as to Mr. McCrary's motive in producing this
recording, but we are convinced that fur ther dealings with him at Govern-
ment level would bode the Bahamas no good.

 Ltd.

284. We now turn to the curious affair of  formation of this Company.
We reproduce Document 89A, a letter of 7th February, 1966, from Mr.

 as President of the Bahamas Amusements Co., to the members
of the Executive Committee of the Development Company.
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1th February, 1966.
The Members of the Executive Committee,
The Grand Bahama Development Company Limited,
P.O. Box 8,

 Grand Bahama.

The Amusement Company has been paying to your company for
some time the sum of approximately $24,000 per month which was to
be applied in reimbursement of expenses to be incurred by The Grand
Bahama Development Company Limited. We are advised that you
have at present on your books the sum of $261,666.67 unexpended. As
these amounts have not been expended we now request that you apply
them in the following

£ s. d
Payment to Paradise Enterprises Limited ... 65,660 2 3
Payment to Freeport Consultants Limited  27,792 5 4

Payment of these sums will clear your books as at  October, 1965
and the management fee of $24,000 per month will no longer be paid
as from that date.

Would you be kind enough to countersign a copy of this letter as
your acknowledgment that you are aware of this arrangement and
approve of it.

Yours very truly,
BAHAMAS AMUSEMENTS LIMITED.

D. R. Silvera.
 Orovitz.

W. L. Godet.
N. Kates.
W. P. Fisher.

R. K. S. Gonsalves,
President.

 yw

285. Mr. Gowlding, the Executive Vice-President of the Amusements
Company, told us that the figure of  represented accrued liabilities
payable to the Development Company, accumulated over two years, for what
were called at that time management fees. The first payment recommended
was to Paradise Enterprises Ltd., amounting to  and was in fact
a settlement figure paid to Sir Stafford Sands for arrears in party contribu-
tions to the U.B.P. The second amount of £27,792 was to be paid to a firm,
Freeport Consultants Ltd., of which the Commission had not previously
heard. Mr. Gowlding expained that Bahamas Amusements had only two

 Gonsalves and Mrs. Georgette  this lump
sum was given to them as  reward or compensation for the effort and work
they had put in over the years for Bahamas Amusements  At the time of
the payment, the Amusements Company had been in existence for less
than three years. The directors of the Amusements Company, who included
the two beneficiaries, had approved of this disbursement and the directors
of the Development Company, by their signatures on the letter, had done
likewise. Mrs. Groves and Mr. Gonsalves had formed Freeport Consultants
Ltd. for the sole purpose of receiving this money.
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286. The Company was registered on 31st January, 1966, with five
holders of a single share (apparently office staff) and four directors made up
of Mr. Gonsalves and three members of the chartered accountant firm of
Price, Waterhouse and Company. At an Extraordinary General Meeting of
the shareholders on 5th March, 1966, the resignations of the three directors
from Price Waterhouse were accepted and Mrs. Groves was elected Director
and Secretary of the Company. On 3rd May, 1967, Price Waterhouse notified
the Registrar General that the Company had ceased operations and on 6th
June the Registrar General replied that he had struck off the name of
Freeport Consultants from the Register of Companies as no longer carrying
on business. The Company had been in existence for 16 months (Document
90).

287. An ironical twist to this transaction was provided by Mr. Gonsalves
himself, who told us that the first figure mentioned in the letter was negotiated
with Sir Stafford Sands from what was initially a larger claim by the latter
of about $240,000 for political contributions for 1964 and 1965. He said
he had saved his Company some $60,000 thereby. He had in fact, as it
turned out, saved it for himself and his fellow shareholder. The Commis-
sion would have liked very much to ask Mr. Gonsalves about Freeport
Consultants but he was gravely ill during our second set of hearings and
was unable to appear. We did address a letter to Mrs. Gonsalves with
certain questions and received a reply from her. Both letters are here

 —
(Documents  and B).

EMERALD BEACH
P.O. Box 108,

Nassau, Bahamas.
30th August, 1967.

Dear Mrs. Gonsalves,
I am sorry to approach you at what must be a very worrying time

for you, but there are one or two points on which the Commission
urgently needs your husband's assistance.

If your husband is not too ill, I would be most grateful if you can
put the following questions to him and send us his replies as soon as
possible.

1. What was the purpose of the formation of Freeport Consultants
Ltd.

2. Why was the Company dissolved.
3. Can he give particulars of the disbursements of monies pertaining

to the Company.
4. Would he give the Commission authority  examine all the bank

accounts for Freeport Consultants Ltd. (if so would he please sign
the attached form).

 YOUNG,
Secretary to the Commission.

Mrs. Keith Gonsalves,
Freeport, Grand Bahama.
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The Manager,
This is to authorise you to allow Mr. Vernon Turley, a member of the

Commission of Inquiry, to inspect my account.

P.O. Box 96,
Freeport,

Grand Bahama.
5th September, 1967.

Mr. Junor
Secretary to the Commission,
Emerald Beach
Nassau.

Dear Mr. Young,
I have received your letter dated 30th August, 1967, requesting that

I put certain questions to my husband.
I regret to say my husband has been ill for over a month now and is

still in a very weakened condition. As he is a man of great integrity
it has been a constant worry to him during this illness that he has
not been able to appear for a second time before the Commission. The
doctors, however, keep impressing on me that he is still unfit and must
not be worried over business matters. I was therefore very loath to
bring to his attention the questions which you have raised.
as you say that the Commission desires the information I have over
the past few days, gathered the following answers which I hope
be of help.

1. The Company was formed for a project which did not materialise.
I might mention that it is quite customary for my husband to form
companies to hold investments. When he got ill he instructed me
to transfer quite a large sum to a company recently formed for an
investment which is being handled by his accountants and lawyers.
I know of at least  other such companies.

2. The company was dissolved as it was no longer required and it
seemed pointless to pay the legal  of keeping it in existence.

 company was used while active to receive private funds belong-
ing to Mrs. Groves and my husband. This was done as i t was
undecided how these funds would be disposed of, and it was
considered unwise to mix them with private funds u n t i l the decision
was made. These funds were ultimately transferred mainly to Mrs.
Groves and my husband. The balance was used for projects in

 of which they both approved. I can assure you from
what my husband tells me that no funds were paid to any
undesirable persons.
I have not raised this question as it appears that the funds

3.

4.
enquire about are purely personal.
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288. It is clear from this correspondence that the Commission was not
going to be allowed to get to the bottom of the real purpose for the creation
of this Company. We entirely failed to grasp the reason for the formation
of a company by two people to receive a reward or compensation that was to
be paid them unless it was to disguise from interested parties the identities
of the recipients. We could not understand why straightforward cheques
were not placed to the credit of their respective private accounts, thereby
avoiding the unnecessary expense of forming a company. Mr. Gowlding

 questioned at length but professed himself unable to throw any light
on the matter, although it did not strike him as either suspicious or unusual

 two people should form a company to handle nearly £28,000 which
had been credited to them personally. The final disposal of this
therefore, continues to remain a mystery.

 Godfrey Morris,  of
289. Mr. Morris has had a distinguished career in the Colonial Police

Service extending over 38 years, most of it being spent in Malaya and Singa-
pore. At the time of his appointment as Commissioner of the Royal
Bahamas Police Force in July, 1963, he was Deputy to the Inspector General
of Colonial Police Forces, an inspectorate that operated under the then
Colonial Office in London. His contract with the Bahamas Government
was for three years, later extended by two further years to July, 1968. His
salary was fixed well above the authorised scale for the Bahamas Com-
missioner of Police in order to approximate to the salary he was receiving
in his London post at the time of his appointment.

290. The Commission had no doubt at all that Mr. Morris closely inter-
ested himself in the gambling proposition in Freeport, which was in its
embryo stage at the date of his arrival, and did his best to ensure that it
was a clean-run undertaking, untainted by persons connected with American
organised crime. Unfortunately, his personal diligence was not maintained
and, while he told us on a number of occasions about the  constant
surveillance  he had arranged, the Commission found on investigation that
this surveillance had  sadly lacking. Moreover, he allowed himself
to be persuaded by the executives of the Amusements Company that com-
plete exorcism of all those indicated by the United States authorities as

 would not only wreck the casino operatoin but would also
damage the tourist economy that the casino was  to boost. Further,
the pressures brought to bear on him do not appear to have been confined
to officers of the  and he found  in an unenviable position
where his plain duty  a policeman conflicted with the readiness of those
in authority to accept the Company's pleas.

291. An example of this dilemma is provided in his handling of an
 made through the Amusements Company for authority for Mr. Max

Courtney to  the United Kingdom in connection with the croupier
school in  At this t ime (he passports of Messrs. Rit ter , Courtney and

 had been impounded on instructions by the United States Consul
 There  no doubt that all three were registered as  of

the United States. Mr.  wrote to the Commissioner in April 1965,
informing him of the withdrawal of Mr.  passport and asking
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if there was any way in which the latter could in these circumstances receive
authority to go to the United Kingdom. The Commissioner replied that it
would be possible to issue Mr. Courtney with a Bahamas Certificate of
Identity, which would be acceptable to the United Kingdom and that a

 United States citizen does not need a visa for entry to the U.K.". He
added that it would be necessary to decide whether the issue of a travel
document to such a person would be facilitating the movement of an  un-
desirable  into the U.K. but that, since no objection had been raised by
the Immigration Authorities to the entry of Mr. Dino Cellini to run the
school in London after his deportation from the Bahamas, he saw no
reason to anticipate objection from the U.K. to the entry of Mr. Courtney.

292. The truth was that Mr. Cellini had not been deported from
the Bahamas, was in possession of an American passport, and the British
Immigration Authorities knew nothing of the reason for his sudden depart-
ture from the Bahamas. A Certificate was issued to Mr. Courtney with the
Commissioner's assistance and a visa was stamped thereon. The Commis-
sion was unable to place responsibility for this visa since Mr. Courtney told
us he had destroyed the document, but we saw the application form
(Document 56). The particulars were inaccurate in an important detail
in that Mr. Courtney was described as of Stateless nationality when in fact
he was a citizen of the United States. Thus, a man from whom his
passport had been withdrawn in order to curtail his movements, was
permitted travel facilities by another friendly nation in direct breach of
the wishes of that man's own country. Mr. Courtney did visit the United
Kingdom, and without knowledge on the part of the United States Consul
General. The matter was picked up in the following year by the Secretary
of State for the Colonies and an explanation requested, after which instruc-
tions were somewhat peremptorily issued that no further visa should be
permitted without prior reference to the United Kingdom Passport Control
Department.

293. The Commissioner told us that he had received indications from
Mr. Gonsalves that he might be acceptable in a controlling role in the sphere
of casino gambling when he came to retire from the Police
kind of overlord, in fact, that Mr. McLaney had envisaged in his draft Bill.
The Commissioner informed us that he had recognised the potentialities of

 as a place where a comfortable living could be earned by a
retired official, and the temptation was strong in him to plan to settle
permanently in Grand Bahama. He found a suitable site for a home but
later discovered that through an administrative error on the part of the De-
velopment Company's agents, the site had been  double-sold  and disposed
of to someone else. This put the Company under something of an obligation
to accommodate to his satisfaction a person of such local prominence as the
Chief of Police, irrespective of any design the Freeport complex may have
had as to his future. In result, Mr. Morris was allowed to purchase a
second site at a price of  8, Block  Unit 2, Greening Glade,
Freeport (Document 42). The deed was signed on 27th August, 1964. The
purchase price set on the site on either side of Lot No. 8, each of which
was identical in area, was $9,400. One of these was sold at this figure
before Lot No. 8 and the other after. Mr. Morris later obtained a licence
from the Port Authority to  carry on the business of investing in the Port
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Area by way of construction of houses . .  and this was notified to the
Secretary to the Cabinet on 5th April, 1966 (Document 44). The actual
licence was sealed and delivered by Mr. Morris on 12th May (Document 47).
This information was not volunteered by Mr. Morris, but came to light
through the Commission's own inquiries. The Commissioner was studiedly
vague about his future when he first appeared before us.

294. Not unnaturally, the Commission wished to investigate this trans-
action. The reason given for the low purchase price was that Mr. Morris
had indicated his desire to build on the site forthwith as against the
average buyer of land from the Development Company who bought as a
speculation for sale or for building at some later date. There was said
to be much advantage from the Company's point of view in  starting a
development going  and certainly the Commission saw little house-building
activity in the area of Greening Glade. In none of the correspondence
produced, however, could we find Mr. Morris's intention to build expressed
in writing until the licence was acquired some 19 months later. Mr.
Gonsalves told us he understood the concession in price was made as an
inducement to Mr. Morris to build and retire in Freeport. He welcomed
such an event as he hoped to persuade him to take part in the control of
the gambling operation in an employed capacity. He also admitted that
the normal concession to a site owner who wished to start building was in
the region of 20 per  or 25 per cent. The Commission could not fail to
feel unhappy about the gaining by Mr. Morris of this desirable site at such
a remarkably low cost, followed as it was by the further advantage of the
receipt of an investment licence from the Port Authority.
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CHAPTER VIII

INVOLVEMENT or MEMBERS OF THE GOVERNMENT AND
THE LEGISLATURE

295. We are required under paragraph (c) of our Terms of Reference
to investigate and report whether any former or present member of the
Government or of the Legislature received or agreed to receive any direct
pecuniary benefit from the operation of casinos in the country or the intro-
duction or maintenance thereof.

Sir Stafford Sands' Fee for the 1963 Application
296. The fee of £200,000 which Sir Stafford Sands was paid so

for his work in obtaining the Certificate of Exemption for the Amusements
Company was, even by Bahamian standards, out of all proportion to the
legal services which he had rendered. He justified it by saying that it was
intended to cover a number of other matters in addition to his work in
connection  the application. He mentioned that he had
rendered services to the Development Company and the Port  for
which he had undercharged or not charged at all ; but no real attempt
was made by him to provide the Commission with satisfactory details of
such matters.

297. Sir Stafford also said that, as a result of the Development Com-
pany's plans to use printed deeds in common form for its conveyancing,
he was going to suffer a considerable loss in fees. Presumably, the Com-
pany felt that the nature of the conveyancing work which Sir Stafford
had hitherto been, or  be, doing for them at the scale fee, was so
stereotyped that it did not really just i fy the expense of having the deeds
drawn up and charged for by his staff for each individual transfer. The
object of their proposal was to simplify the Company's conveyancing and
to avoid unnecessary legal expense. It is hard to see, therefore, why there

 have been a preparedness on the part of the Company to compensate
Sir Stafford for the loss of fees which it was felt were unnecessary to incur
at all. It is noteworthy in this connection that the form of the printed
deeds which was eventually brought into use was settled by Sir Stafford

 staff. For this service he charged a substantial fee, the
which he was unable to remember exactly, save that it was one thousand
or two thousand guineas. We venture to think that some clement of com-
pensation for loss of future work must have been included in that fee.

298. Bearing in mind that for the five years ending on 31st December.
1966, we were able to trace over $1,800,000 paid to him from the Port
Authority and its subsidiaries in legal and consultancy  it is unlikely,
in our view, that the Development Company felt any obligation to
pensate him any further for the future loss of conveyancing fees. More-
over, if what we have been told of the parlous state of that Company's
finances in early 1963 is true, it was an odd moment for Sir Stafford to
exact payment of so vast a sum as £200,000.
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299. The enormity of the fee demanded and the speed and manner with
which payment was effected, coupled with every circumstance of his handl ing
of this application, leave us in no doubt that he was selling his services
primarily as an influential Member of the Executive Council and not as
a lawyer. The acquiescence of his clients to the enormous financial demands

 he made upon them was, in our view, solely because they were
anxious to acquire and keep the benefit of his services in that governmental
capacity.

The Consultants (see Chapter II, paragraphs
300. In the view of the Commission,  sole motive of the Casino

Interests in negotiating the five  agreements in the early part of
1963 was to smooth the passage and  the success of the application
for a Certificate of Exemption for Grand Bahama. We use the term

 Casino Interests  advisedly because,  the Development Company
was used as the vehicle lor mak ing the contracts and the payments there-
under, it was the  Company which ult imately paid for those
services. On the evidence before us, i t is clear that Sir Stafford  must
have impressed upon Mr. Groves and Mr. Chesler at a very early stage that
there would be great  to the i r  and that  would need
to cultivate the  of as many inf luent ia l persons in the Colony as

 if they were to achieve  aim. The offering of these consultancy
agreements was, in our view, just one of the methods adopted by the Casino
Interests to ensure success. The value to them of the goodwill of Sir
Roland  Sir Stafford Sands and Dr. Sawyer, as Members of the
Executive Council , is self-evident. Mr. R. H. Symonette and Mr.  W.
Brown were no doubt  to be of value in exercising influence in their
own Party circles. In particular at this time Mr. Symonette was Speaker of
the House of Assembly and Chairman of the Advisory Committee to the
Development Board. Prior to  Speaker in December, 1962, he had
been a member of the Board  for many years. In view of the fact that

 th i s period the Executive Council relied rather heavily on the Develop-
ment Board in considering matters relating to  the value of Mr.

 goodwill towards  proposed casino venture can be appreciated.

301. We are not deceived  the date of these contracts which all purport
to have been executed by the consultant w i t h i n a few days after the grant
of the Certificate. We  Mr. R. H. Symonette had been approached
in connection with his  by Sir Stafford some time before the grant
of the Certificate. In our view a similar early approach, however
must have been made to the other consul tants .

302. In reaching the above conclusions we have relied  on
the fo l lowing  all of which have been  in some detail in
Chapter 11 of this  —

 The  casual approach of Mr. Groves and Mr. Chesler
prior to and since the making of the agreements as to the identity
of the consultants being retained and the services which they were
to render under their respective agreements.

 The fact that Sir Stafford Sands was able to determine on the
proposed consultants and settle the common form of contract and the
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scheduled duties and remuneration of each consultant before the
application came before the Executive Council. We cannot believe
that he could or would have fixed such details without some pre-
liminary discussion with the proposed recipients.

(c) The timing of the agreements, and the commencement of the political
payments.

 The common political affiliation of the consultants. We heard of
no other consultants retained at this time under a similar form of
agreement.

(e) The secrecy maintained by the Development Company and each of
the individual consultants as to the existence of their respective
agreements. This can hardly have been pure coincidence. Some
publicity of the agreements would no doubt have proved to the
advantage of both the Development Company and the consultants
concerned. If any real obligations were intended to be created
by these contracts, it is certainly surprising that the Development
Company did not make a point of proclaiming its retainer of such
distinguished persons.

(/) The lack of any real need on the part of the Development Company
for any of these consultant services. The Company already had
available to it all the technical and specialist assistance that could
be desired.

 The failure of the Development Company to call upon the services
of any of the consultants. It is not in dispute that the Development
Company never sought any advice from Dr. Sawyer or Mr. F. W.
Brown under their respective agreements. Mr. R. H. Symonette
claimed that he had provided some consultant services to the Com-
pany and Sir Roland Symonette and Sir Stafford Sands were adamant
that they had given good value for their retainers. A close examina-
tion of all the evidence relating to the claims of the  three men-
tioned has left the Commission convinced that they never
or were required to perform, any real services under the terms of
their agreements. The readiness of the  Company in
January, 1966, to dispense altogether with the  of Dr.

 Mr. R. H. Symonette and Mr. F. W. Brown is a good in-
dication of the value that the Company placed on these agreements.

 In Sir Stafford Sands's case alone, the fact that the duration of his
employment as a consultant was made dependent on the continuance
of casino gambling in Grand Bahama under  aegis of the Develop-
ment Company.

 Although the Development Company was responsible under the
agreements for the payment of the consultancy fees, it was the
Amusements Company which ultimately footed the bill. The former
Company charged the latter the sum of $24,000 per month as

 management fees  specifically to meet this outlay and that of the
political payment of  per month made to Sir Stafford Sands.

303. The question remains whether the recipients of the consultancy
agreements or any of them realised that they were being politically influenced.
The most telling considerations in this connection are the secrecy which each
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consultant maintained in respect of his agreement and the timing. These
men were constantly thrown together in the course of their public duties,
at party meetings, on business and on social occasions. Yet, apart from
the case of Sir Stafford Sands, and Mr. R. H.  so far as Mr. F. W.
Brown was concerned, not one of them knew even of the existence of
the other agreements. The formal execution of the consultancy agreements
shortly after the signing of the Certificate of Exemption was, in our view,
a rather clumsy attempt to make it appear that the consultants had had no
prior knowledge of the consultancy offers, thus converting an inducement
into a reward, while entertaining the hope that even the reward would be
kept secret from the unsuspecting public. In such circumstances these men
could not have received these consultancy agreements in complete ignorance
of the intention behind them.

304. The decision of the Governor in Council taken on this occasion
amounted to a complete reversal of previous policy. For nearly 20 years
the unwavering attitude of that body was that the introduction of com-
prehensive gaming legislation was a condition precedent to the setting up
of casino gambling on a large scale and on a long term basis anywhere in
the Colony. Even allowing for the change in the membership of the Execu-
tive Council shortly before this application was heard (Sir Stafford Sands,
Mr. C. J. Kelly and Mr. D. E. d'Albenas were appointed to that body in
January, 1963) the breach of precedent is somewhat startling considering
the extent of the franchise granted.

305. It is a matter of some concern to the Commission that the con-
sultants who were Members of the Council should ever have allowed them-
selves to be put in the position where a conflict of interest would surely
have arisen. We were particularly surprised that Sir Stafford, as attorney
for the applicant Company, did not withdraw from the discussion of the
matter when it was under consideration in Council. He seems by this
time to have lost some of the qualms which he had had in 1946, when
making a similar application for a syndicate of which he himself was a
member.

306. Neither Sir Stafford nor his fellow consultants in the Executive
Council saw anything wrong in their acceptance of these agreements
from interests which they must have known were concerned with the
casino gambling project. They were at pains to point out that they were
not then being paid for the public service they gave to the country, and
that it was a matter for the Governor's discretion whether a Member of
the Council should withdraw from discussion of a matter in which he
had an interest. This rather loose approach to the conflict of interest
problem no longer obtains under the present system of Cabinet Government.
If the old system was to work at all, it was of  essential for the
Governor to be aware of the interest of any of his Councillors in the matter
under discussion. But, apart from the self-evident fact that Sir Stafford
was attorney for the applicant Company, none of these men ever declared
or revealed either to the Governor or the public their private interest in
this matter. It is undisputed in Sir Stafford's case that he knew in advance
of his own  drew it up  none could have known
better than he the financial arrangements between the Development Company
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and the Amusements Company as to the payment by the latter of his fees
thereunder. His action in not revealing this to the Governor and all of
his colleagues in Executive Council prior to the discussion of the application
on 27th March, 1963, fell far below the standards expected of a man in his
position in the public affairs of the Colony.

The consultancy agreement of Sir Etienne  is dealt with hereafter.

The Freight Service Agreement Between the Port Authority and Greenacres
Ltd. (See Chapter II, paragraphs

307. This Agreement was undoubtedly a genuine business transaction,
and Mr. Kelly's Company performed its  thereunder to the fu l l
until the freight service was brought to an end by agreement between the
parties in December, 1963. We have already expressed (Chapter  para-
graph 132) the view that Mr. Kelly must have had some awareness of the
contingent nature of this agreement before it was formally reduced to
writing and executed by Mr.  on behali' of the Port Authority on
1st April, 1963. We doubt very much, however, whether this knowledge
would have played any great part in influencing the advice which he gave
to the Governor on the grant of the Certificate. This  was
clearly totally removed from the consultancy agreements negotiated about
the same time.

Political  made by the Amusements Company through the
Development Company (See  II. paragraphs 133-137)

308. The commencement of these payments in April, 1963. the respon-
sibility of the Amusements Company for their payment, and the circuitous
manner in which the payments were made,  the  to the
belief that they were another example of the inducement which  Casino
Interests were willing to offer to ensure the success of their project. We
are also satisfied that Sir  Sands solicited these payments
of the key position he held in the obtaining of the  and his
preparedness to take advantage of i t .  we found the reasons given
by Sir Stafford for his retention of this money somewhat unsatisfactory.
it is clear that he has  it for the purposes of the  and sti l l holds
a large balance of unexpended contributions as Trustee therefor.

Payments Through the Port Authority by the Grand Bahama Service Com-
pany (See Chapter II, paragraphs

309. We believe that all of these sums were received in
the parties concerned, but  cannot say that they were  in
faith. The  of both Sir  Dupuch and  Mr.
Eugene Dupuch. to organised casino  on a  scale in
Colony was well known to both Sir Stafford Sands and Mr. Groves.
winning of thei r support for the casino  or the removal of
active  required delicate hand l i ng . The payment of
these monies as early as January. 1962, was, in our view, a preparatory
step by Mr. Groves made w i t h the  of removing or s o f t e n i n g
opposition when the lime came. The creation of a sense of obligation
on the part of  would be he lp fu l to  end. We do
think that he  any more direct approach  them before the grant
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of the Certificate. It is clear that Mr. Eugene Dupuch did not support
)f the proposal when it came before the Executive  and Sir Etienne
 Dupuch was not allowed to know anything about it  the Certificate

had been granted. We feel that, thereafter, some sense of obligation on
the part of Sir Etienne prevented him from protesting too vigorously about
what had happened.

310. We believe that the payment of $10,000 to Mr. R. H. Symonette
at the same time was made with a similar motive to that which later
prompted the retention of his consultant services. He was an influential
member of the Development Board: his assistance there might be needed
when the time came.

Sir Etienne  Consultancy Agreement (See Chapter II. paragraphs
153-161)

 We are satisfied that Sir Etienne Dupuch, in agreeing to become
a paid consultant of the Development Company, was not intending to depart
from his firmly held opinions with regard to casino gambling. However,
this agreement must have made it very difficult for him to express his
views as trenchantly as he had done hitherto. He could not have failed
to wonder why the Casino Interests were prepared to pay him a considerable
sum a month to give them advice on the maintenance of a clean gambling
operation at Freeport and then never sought that advice. We are in no
doubt that the offer of a consultancy agreement to Sir Etienne in January
1964 when the die was cast was  one further effort on the part of Mr.
Groves to minimise hostile comment from Sir Etienne in his editorials.
We think that in some part he succeeded in this aim.

Mr. Peter Graham (See Chapter III, paragraphs 210-219)
312. In the state of the evidence, the Commission cannot find that Mr.

Peter Graham stipulated a fee of $750,000 for his work in connection with
Mr. Ben Novack's application for a Certificate for Cat Cay. We are, however,
satisfied that he did intend to charge a very large fee indeed in the event
of success.

Mr. George Thompson (See Chapter III, paragraphs
313. Mr. George Thompson was not a Member of the Government or

of the Legislature when, in 1965, he made such persistent and naive efforts
to earn the reward of $100,000 from Mr. Ben Novack for engineering the
grant of a Certificate of Exemption for Cat Cay. His conduct in this
respect does not therefore  within this term of reference. He was elected
to the House of Assembly as  Member  Eleuthera in  of
this year. Although he has continued to espouse the cause of Mr. Novack
since that time, we have no evidence to show that he still expects some
financial reward.

Mr.  O. Pindling (See Chapter VII, paragraphs 274-281)
314. For the sake of completeness, we feel we should make some reference

in this Chapter to the understanding between Mr. Pindling and Mr. McLaney
prior to the last election. Mr. Pindling and his colleagues were in desperate
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 of financial assistance for  campaign. We are  that he was
ready to accept help  almost any source. In view of  emphasis
in the P.L.P's. electoral  of the alleged corruption of members of
the previous government by gangster elements of the gambling world, it is
unfortunate that he turned to Mr. McLaney for aid. He did not make
sufficient enquiry into the latter's antecedents.

315. We feel that Mr. Pindling allowed Mr. McLaney to  there was
a  deal  in store for him. In this respect, Mr. Pindling was not wholly
frank with the Commission. In our view, however, he was solely actuated by
the interests of his Party and not by any motive of personal
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CHAPTER

RECOMMENDATIONS

316. The Commission considers the legislation relating to gambling in
the Colony to be inadequate, and recommends the introduction of a Gaming
Act to replace the existing law on the subject.  particular, the Act should
contain provisions regulating the use and importation and use of gaming
machines and their component parts.

Commission to control Gambling
317. The Act should set up a Gambling Commission to control all forms

of gambling in the Bahamas. We recommend that this governing body
 be limited in size, and have preference for a tribunal with a Judge

or former Judge as Chairman and two other prominent citizens of the
Bahamas, who are not personally concerned in any way with the political
scene or who have business interests which may directly or indirectly be
affected by the extent of casino gambling in the Colony. We feel it is
vitally  that this Commission should be lifted completely out of
the political arena, and be assisted by an adequately trained staff.

We further recommend  —
318. (1) That the Government should  as revenue due to the

national exchequer a fixed percentage of the profits from casino gambling,
these profits being taken as the excess of wins over losses at the daily count
in each casino. We are opposed to any form of flat-rate tax as
hitherto, since this must tend to sap the interest of the Government and the
proposed Gambling Commission in casino operations and accounts. The
Gambling Commission should be empowered to recommend adjustments in
the revenue percentage in the light of the net profits accruing to each

 casino, bearing in mind the need to maintain such a tourist
amenity as a  source of income to the promoters.

(2 ) That the  Commission should be given the authority to
license casinos and should use its judgment in l i m i t i n g the licences issued
to a number considered appropriate to the needs of the Bahamas Islands
in  to the tourist industry. (Chaper  paragraphs

(3) That applications for new licences should be heard by the Gambling
Commission in public, after due notice has been given by public announce-
ment, so that any person who wishes to lodge objection to the granting
of a licence may do so in advance of, or at the t ime of, the hearing of the
application.

(4) That the Gambling Commission should be responsible for the overall
supervision of the operation of casinos, and to this end should be empowered
to appoint the requisite staff . Such  should be accountable to, and
under the control of, the Commission, which should arrange to receive
regular reports on all mat ters pe r t a in ing to casinos. We consider that the
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existing  Officers should be transferred to the sole control of the
Commission and should be given contracts of employment which they do not
possess at the present time.

(5) That, with particular regard to the financial and taxation requirements
imposed by the  the Gambling Commission should be authorised to
appoint such reputable firms of accountants as may be necessary from time
to time to check the flow of money and to bring the accounts to audit.
would seem unlikely that full-time staff for this purpose could be justified.

(6) That the Act should provide alternative penalties by way of fines
for infractions of the conditions of a casino licence. With the present
Certificate of Exemption the only sanction is the withdrawal of the
Certificate.

Accounting Procedures

319. (1) The cashiers should maintain detailed daily records of the
acceptance or collection of I.O.U.s to correspond with the daily record
cards filled in by the gambling table supervisors. Cheques and I.O.U.s un-
redeemed by players at the end of the day should be physically transferred
from the custody of the cashiers to that of a senior officer of the operating
Company, with  entries in the books of both the
Office and the Company. (Chapter V, paragraph

(2) The collection of all players' outstanding debts to the casino should
be the responsibility of the Company and not of the Casino Manager. Per-
sonal approaches to players for the collection of sums due on I.O.U.s
not be made. (Chapter VI, paragraph 266.)

(3) Proper and comprehensive books of account should be kept by casino
operating Companies, and such books and records should not be destroyed
or disposed of without prior written permission from the Gambling Com-
mission. (Chapter V, paragraph

(4)  forms for the issue of chips to the gambling tables by
the cashiers, and for the return of surplus chips from the tables to the
cashiers, should be independently accounted for in the reconciliation of each
day's play. (Chapter V, paragraph

(5) Access to the vaults should be rigidly restricted to certain desig-
nated persons, and suitable forms, signed by such persons, should be
used for recording the movement of cash and chips from the vault reserve
to the cashiers. (Chapter V, paragraph

(6) At the close of the day's play, the boxes attached to the tables
should be released under supervision and placed, still individually
in a safe or vault, the keys being held by designated persons, one on behalf
of the Company and one by a Gambling  representative. The
count of the previous day's take should be conducted at a fixed time each
morning in the presence of a representative of the  Commission.

(7) A complete count should be made at irregular intervals, but not less
than once a month, of all cash, chips, I.O.U.s and cheques, which should
be reconciled with the entries in the Company's ledgers. This check should
be performed by representatives of the Gambling Commission. (Chapter
V, paragraph



e
d

d
g

:h
n.
ss

(8) Casino operating Companies should arrange full banking facilities
within the Bahamas, and the practice of carrying players' cheques by
courier to a clearing bank in Miami should be discontinued. (Chapter VI,
paragraph 266.)

Casino Employees
 The Commission recommends that citizens and former resi-

dents of the United States should not be employed in any capacity directly
involved with the gambling operation, and that those already in post should
have their services terminated as soon as possible.

(2) The training of the croupiers and dealers, from amongst whom the
supervisory posts will in due time be filled, should be undertaken within
the Bahamas.

(3) The Commission does not consider the recruiting field should be
confined to Western Europe, and sees no reason why Bahamians should
not be trained to a high standard of proficiency in controlling the games
played in the casinos. We believe that the proposal in Puerto Rico for a
residential qualification of a term of years will be found in due course to
have much to commend it.  I, paragraph 55.)

 Organised group visits or junkets should be discontinued and invita-
tions through agents in the manner described in Chapter  paragraphs
173-174 should cease to be issued. As a consequence, the services of
Messrs. Braca and  in New York and Messrs. Peters and Stark in
Miami should  dispensed with.

Times of Play
321. The times of opening and closing in each casino should be deter-

mined by the Gambling Commission, but we take the very firm view that
there should be a fixed time for closing which will be exhibited by notice
in the gaming rooms and will not be subject to variation.

Admission
 The Commission can find no  reason for excluding

adult Bahamians or other residents in the Bahamas from the opportunity
to play at the casinos, and recommends that the current restrictions should
be removed. The management, however, should have the right to refuse
admission as considered necessary.

(2) Police should have unrestricted access without notice and right
of inspection at all  and breaches of the law, whether by the opera-
tors or by members of the public, should be duly reported and prosecuted.

The foregoing, Your Excellency, is our unanimous report.

J. ALGERNON WHARTON.
J. E.

ROBIN E. AULD.
VERNON

D. J. YOUNG,



Appendix No. I

LIST OF WITNESSES

Mr. D. E. d'Albenas, M.H.A.
Mr. J. T. Albury.
Mr. S. H. R. Bain.
Mr. G. Baker, M.H.A.
Mr. E. Borden.
Mr. D. P.
Captain F. W. Brown, M.H.A.
Mrs. S. Butler.
Mr. C. Castle.
Mr. L.
Mr. K. W. Catren.
Mr. L. A. Chesler.
Mr. M. Courtney.
Senator the Hon. E. A. P.

C.B.E., Q.C.
Senator the Hon. Sir A. E. J.

Dupuch, O.B.E.
Mr. E. R. Fingland.
Mr. D. Geiger.
Mr. T. Gerard.
Mr. R. K. S. Gonsalves.
Mr. R. G.
Mr. P. D. Graham, M.H.A.
Major W. V. Granger, M.B.E.
Mr. W. Groves.
Mr. J. C. F. Heavener.
Mr. G. A. D. Johnstone, M.H.A.
Inspector L. W. Johnson.
Mr. H. L.

Mr. H. J. Keenan.
Mr. G. J. Levarity.
Mr. M. J. McLaney-
Mr. R. G. C. Mason.
Mr. J. S. Metier.
Mr. S. R. Moir.
Mr. N. G. Morris, C.M.G., M.V.O.
Mr. G. Newton.
Mr. B.
Mr. L. A. W. Orr, C.B.E., Q.C.
Mr. D. Peters.
The Hon. L. O. Pindling, M.H.A.
Mr. F. Ritter.
Mr. A. L. Roker.
Mr. D. C. De La Rue.
Sir S. L. Sands, C.B.E.
Mr. H. R. Saunders.
Dr. R. W. Sawyer, C.B.E.
Sir O. E. Simmonds.
Mr. H. Stark.
Mr. W. H. Sweeting, C.B.E.
The Hon. Sir R. T. Symonette,

 J.P.
Mr. V. R. H. Symonette, M.H.A.
Mr. A. R. Thompson.
Mr. G. L. Thompson, M.H.A.
Mr. H. H. Young.
The Hon. C. V.

M.H.A.

Appendix No. II

DOCUMENTS IN EVIDENCE

1 Certificate of Exemption dated 7th January, 1965, issued to Mr.
 of the Bahamian Club.

2 Certificate of Exemption dated 1st April, 1963, issued to Bahamas
Amusements Ltd (subsequently amended).

3 Bahamas Amusements Ltd. operating agreement dated 1st April,
1963.

4 Certificate of Exemption dated 17th August, 1966, issued to Bahamas
Amusements Ltd.

5 Certificate of Exemption dated 17th August, 1966, issued to Paradise
Enterprises.

6 Certificate of Exemption dated 17th August 1966 issued to C. & R.
Ltd.
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7 Letter of 17th August, 1966, from Bahamas Amusements Ltd. to
 Morris.

8 Letter of 3rd February, 1964, from Sir Roland Symonette to Sir
Stafford Sands.

9 Memorandum on  Skimming
10 Letter from Mr. Mason of 3rd March, 1967, to Secretary of Com-

mission.
 Two letters, first from Mr. Irish of 17th April, 1967, to the Secretary

to the Commission. The second from Manager, Barclays Bank,
Freeport, of 14th April, 1967, to The Bahamas Manager, Barclays
Bank, Nassau.

 List of staff Monte Carlo Casino, 1st March, 1967.
 List of staff El Casino, 1st March, 1967.
 List of staff Bahamian Club, 1st March, 1967.

1  List of staff Bahamas Amusements Ltd., 12th January, 1967.
12a Letter from Sir Stafford Sands dated 9th January, 1964, to Super-

intendent Moir.
12b Letter from Sir Stafford Sands dated 14th January, 1964, to Super-

intendent Moir.
13 Letter undated from Major Granger to all immigration officers in-

forming them that Messrs. Cellini, Bell,  Jacobs, and
Tabasso are all on the stop list.

14a Immigration Department file on Mr. Cellini.
14b Immigration Department file on Mr. Kamm.
14c Immigration Department file on Mr. Jacobs.
14d Immigration Department file on Mr. Bell.
14e Immigration Department file on Mr. Tabasso.

 Immigration Department file on Mr. Baker.
14g Immigration Department file on Mr. Kamm
15  December, 1966, Article headed

cancer is corruption skilful surgeons needed
16 Letter from Mr. Maher, Grand Bahama Development Company, dated

25th May, 1964, to Mr.  Peat Marwick and Mitchell.
17  from Mr. Kemp, Peat Marwick and Mitchell and Mr. Maher,

Grand Bahama Development Company.
18 Letter from Mr. De La Rue, Peat Marwick and Mitchell to Directors,

Bahamas Amusements Ltd., dated 8th June, 1964.

19 Letter from Mr. Kemp, Peat Marwick and Mitchell, dated 3rd
 to Mr. Gonsalves.

20 Letter from Peat Marwick and Mitchell, dated 10th May,
 to Shareholders and Board of Directors, Bahamas Amuse-

ments Ltd. Accounts 20th March, 1963, to 31st October, 1964.
20a Statement of Additional Compensation to Casino Managers year

ended 31st October, 1965.
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21 Letter from Peat  and Mitchell, dated 21st March, 1966, to
Shareholders and Board of Directors, Bahamas Amusements Ltd.
Accounts as at 31st October, 1965.

21a Management Adjustment Statement dated 25th January, 1965.
21b Management Adjustment Statement dated 31st October, 1965.

22 Letter from Peat Marwick and Mitchell to Mr. Gowlding, Bahamas
Amusements Ltd., dated 16th March, 1966.

23 Consultancy Agreement for Sir Stafford Sands dated  April, 1963.
24 Consultancy Agreement for Sir Roland Symonette dated 1st April,

1963.
25 Consultancy Agreement for Mr. V. R. H. Symonette dated 1st April,

1963.
26 Consultancy Agreement for Dr. Sawyer dated 1st April,
27 Consultancy Agreement for Capt. Brown dated 1st April, 1963.
28 Shipping Agreement between Port Authority and Greenacres Ltd.,

dated 1st April, 1963.
29 Price Waterhouse Financial Statement of Bahamas Amusements Ltd.

as at  October, 1966.
30 Initial Certificate of Exemption to Paradise Enterprises Ltd. dated

7th December, 1965.
31 Letter from Sir Etienne Dupuch to Sir Stafford Sands apparently

dated 20th February, 1963.
31a Editorial from  Tribune  headed  What Secret Documents?
32 Port Authority List of Subsidiary and Affiliated Companies.
33a Import Licence Blue Form Schedule B and White Form Schedule A.
33b Completed form Schedule A.
33c Completed form Schedule B.

34 Letter undated apparently from Mr. Dino Cellini to a person called
Max.

35 Settlement of Additional Management Compensation as at 31st Octo-
ber, 1965.

36 Collection of
 Three cheques to Messrs.  and Lazar value

 ;
(2) Voucher bearing further copy of cheque to Mr. Kamm value

$25,000.00, cheque to Mr. Geiger value $40,000.00, cheque to
Mr. Sadlo value $25,000.00, cheque to Mr. Stark value $25,000.00,
cheque to Mr. Braca value $15,000.00, cheque to Mr.
value $15,000.00, and cheque to Mr. Lazar value

(3) Voucher bearing copy of cheque to Mr.  value
200,000.00, cheque to Mr. Ritter value 200,000.00 and to Mr.
Brudner value 200,000.00

(4) Memorandum from Mr. Gowlding dated 23rd January, 1967 to
Mr. Handley detailing cheques 239-245 and 257-259 ;
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(5) Photocopies of three cheques to Messrs. Ritter Courtney and
Brudner each valued at $200,000.00 ;

(6) Photocopies of four cheques, one to Mr.  value $40,000.00,
one to Mr. Stark value $25,000.00, one to Mr. Braca value
$15,000.00 and one to Mr. Farrell value $15,000.00.

37 Photocopies of 5 cheques, one to cash value $90,000.00 one to Mr.
Stark value  one to Mr.  value  one to
Mr. Sadlo value $7,500.00, one to Mr. Stark value

38 Two cheques payable to Royal Bank of Canada value $150,000.00
and $100,00.00.

39 Lucayan Country Club Bill No. 06753 to Mr. Ritter dated 25th
February, 1967.

40 Letter from Mr.  dated 10th January, 1967 to Mr. A. R.
Thompson.

41 Grand Bahama Development Company Cheque Requisition dated
18th November. 1963 amount £6,652 10s. Od. to Sir Stafford Sands.

42 Letter from Mr.  dated 1st June, 1965 to  Morris.
43 Crime Statistics report Grand Bahama.
44 Letter from Mr. Tower of Port Authority to Secretary Cabinet Office

dated 5th April, 1964.
45 Map of Greening Glade.
46a Transfer Card Name Card.
46b Standard Credit Inquiry
46c Player Game Credit Record.
46d  Chart.
46e Advances and Payments card.
47 Licence Agreement for Commr. Morris.
48 Licence Agreement for Groves Side Investments Ltd.
49 Licence Agreement for Sir  Dupuch.
50 Chart of Port Authority and Affiliated Companies.

 Port Authority Subsidiary and Affiliated Companies, Bank Accounts.
52 Letter from the Earl of Hardwicke to Development Company dated

5th November, 1963.
53 Blank Certificate of
54 Letter from Mr. Wallace Groves to Sir Etienne Dupuch dated 13th

December, 1965.
55 Letter from Mr. Wallace Groves dated 1st July, 1965 to Mr. P. V.

Dupuch enclosing cheque value £5,000.
56 Visa Application Form complete for Mr. Courtney.
57 Letter from Mr. Gonsalves to Commr. Morris dated 30th January,

1967 re Messrs. Geiger and
58 Five letters of testimonial for Mr. McLaney.
59 List of some works carried out by Symonette Shipyards in Out

Islands.
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60  from Sir Roland Symonette to Mr. Groves of 22nd February,
1964.

61 List of applications for Certificates of Exemption.
62 Letter from Mr. Catren to First National Bank of Boston dated

April, 1967.
63 Letter First National Bank of Boston to Development Company

dated 7th April, 1967.
64 Bill for legal fees and expenses from Sir Stafford Sands value

 Os. Od.
65  for annual retainer for Sir Stafford Sands : £2,625 Os. Od.
66 To retainer for professional services re special matter: £15,750 Os. Od.
67a Grand Bahama Development Company. List of Personnel
67b Grand Bahama Development Company. List of Consulting Fees.

68a Grand Bahama Development Company. Balance  as at 13th
October, 1961.

68b Grand Bahama Development Company. Auditor's Report 31st
October, 1962.

68c Grand Bahama Development Company. Consolidated Statement as
at 31st October, 1963.

68d Grand Bahama Development Company. Consolidated Statement as
at 31st October, 1964.

68e Grand Bahama Development Company. Consolidated Statement as
at 31st October, 1965.

68f Grand Bahama Development Company. Consolidated Statement as
at 31st October, 1966.

69a Letter from Mr. Gregory to Mr. Chesler dated 3rd July,

69b Six vouchers for payment Nos. 010047, 010048, 010049, 010056,
 120056.

70a Letter to Colonial Secretary from Sir  Sands, 26th February,
1946.

70b Letter to Colonial Secretary from Sir Stafford Sands, 16th July,
1946.

71 Letter to Sir Stafford Sands from Colonial Secretary, 19th June, 1959.
72a Letter from Bahamas Amusements Ltd. to the Governor, 20th

March, 1963.
72b Letter from Colonial Secretary from Bahamas Amusements Ltd.,

29th March, 1963.
73a Letter from Colonial Secretary to Mr. Johnstone, 18th April, 1963.

73b Letter from Higgs & Johnson to Colonial Secretary, 24th April, 1963.

73c Acting Colonial Secretary to Higgs & Johnson, 29th  1963.
73d Letter from Mr. Johnstone to Colonial Secretary, 21st June, 1963.

73e Letter from Colonial Secretary to Mr. Johnstone. 19th  1963.

74 Mr. E. A. P. Dupuch Bank Statement, 1962.



75a Minutes Grand Bahama Development Company, 24th April, 1964.
75b Minutes Grand Bahama Development Company, 29th April, 1964.
75c Minutes Grand Bahama Development Company, 20th May, 1964.
75d Minutes Grand Bahama  Company, 24th November,

1965.
75e Minutes Grand Bahama Development Company, 20th March, 1964.
76 Letter from Mr. Groves to Mr.  28th March, 1963.
77 Letter from Mr. Groves to Mr. McRary, 22nd September, 1961.
78 Land Purchase by Mr. E. A. P.
79 Series of letters from Mrs. Butler. 6th March, 1964 to 4th December,

1964.
80 Letter from Mr. Rosenbiatt to Mrs.  24th February, 1965.

 Letter from Sir Oliver Simmonds to Sir Stafford Sands, 17th February,
1965.

81b Letter from Sir Oliver Simmonds to Sir Stafford Sands, 1st Aprii,
1965.

 Letter from Sir Oliver Simmonds to Sir  Svmonette, 15th
 1965.

 Letter from Roland Symonette to Sir Oliver  21st
1965.

81e Letter from Sir Oliver Simmonds to Mr. Pindling, 1st April, 1967.
 Letter from Mr. Hickman to Mr. Pindling.

82 Series of letters concerning Mr. Butler, 31st October, 1964, to 15th
March, 1965.

83al Letter from Sir Robert Neville to Sir Roland Symonette, 27th May,
1965.

83a2 Letter from Sir Roland Symonette to Sir Robert  June,
1965.

83a3 Letter from Mr. Graham to Sir  Newns, 22nd June, 1965.
83a4 Letter from Sir Foley Newns to Mr. Graham, 2nd December, 1965.
83bl Letter from Sir Stafford Sands to Colonial Secretary, 26th February,

1946.
83b2 Letter from Sir Stafford Sands to Colonial Secretary, 17th

1946.
83b3 Letter from Sir Stafford Sands to Colonial Secretary, 16th July,

1946.
83cl Letter from Sir Stafford Sands to Colonial Secretary. 16th July,

1946.
83c2 Letter from Colonial Secretary to Sir Stafford Sands, 9th August,

1946.
83dl Letter from Sir Stafford Sands to Colonial Secretary, 16th February,

1959.
83el Letter from Mr. Chesler and Mrs.  Application for Certificate

of Exemption for Bahamas Amusements Ltd., 20th March, 1963.
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83e2 Letter from Bahamas Amusements Ltd. to Colonial Secretary, 1st
 1963.

83e3 Letter from Grand Bahama Port Authority to Sir  18th
June, 1946.

83e4 Letter from Sir Stafford Sands to Sir Foley Newns, 3rd February,
1966.

83fl Letter from Colonial Secretary to Mr. Gerson, 16th April, 1963.
83f2 Letter from Mr. Gerson to Commissioner, Bimini, 27th March, 1963.

 Letter from Mr.  to Bahamas Amusements Ltd., 15th June,
1964.

83gl Letter from Mr.  to Colonial Secretary, 17th April, 1963.
83g2 Letter from Colonial Secretary to Mr. Johnstone, 18th April, 1963.
83g3 Letter from Mr. Johnstone to Colonial Secretary, 24th April, 1963.
83g4 Letter from Colonial Secretary to Mr. Johnstone, 29th April, 1963.
83g5 Letter from Mr. Johnstone to Colonial Secretary, 21st June, 1963.
83g6 Letter from Colonial Secretary to Mr. Johnstone, 19th July, 1963.

 Letter from Mr. Higgs to Colonial Secretary, 22nd April, 1963.
83h2 Letter from Colonial Secretary to Mr. Higgs, 29th April, 1963.
83h3 Letter from Mr. Higgs to Sir Foley Newns, 19th November, 1964.
83h4 Letter from Sir Foley Newns to Mr. Higgs,  December, 1964.

 Letter from Mr. Sammons to Colonial Secretary, 15th August, 1963.
 Letter from Colonial Secretary to Mr. Sammons, 6th September, 1963.

 1 Letter from  Bancroft and Hughes to Cabinet Secretary,
9th April, 1964.

83k2 Letter from Cabinet Secretary to McKinney Bancroft and Hughes,
29th April, 1964.

83k3 Letter from Mr. Muratori to Cabinet Secretary, 30th March, 1964.
83k4 Letter from Cabinet Secretary to Mr. Muratori, 29th April, 1964.
8311 Letter from Mr. Johnstone to Cabinet Secretary, 16th April, 1964.
8312 Letter from Cabinet Secretary to Mr. Johnstone.

 Letter from Sir Stafford Sands to Cabinet Secretary, 8th June, 1965.
83m2 Letter from Cabinet Secretary to Sir Stafford Sands, 17th June, 1965.
83m3 Letter from Sir Stafford Sands to Cabinet Secretary, 25th November,

1965.
83m4 Letter from Cabinet Secretary to Sir Stafford Sands, 2nd December,

1965.
83m5 Letter from Sir Stafford Sands to Cabinet Secretary, 17th January,

1966.
83m6 Press Release, 17th January, 1966.
83m7 Letter from Bishop of Nassau to Sir Roland Symonette, 8th June,

1965.
83m8 Letter from Sir Roland Symonette to Bishop of Nassau, 9th June,

1965.
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84 Official Proceedings, House of Assembly, 13th June, 1963, to 23rd
May, 1966.

85 Port Authority Cheque Request,  May, 1965 : $4,500.00.
86 Port Authority Cheque Request, 25th February, 1965 : £10,000 Os. Od.
87 Port Authority Cheque Request, 23rd June,  : £40,000 Os. Od.
88a Letter from Port Authority to Irving Trust, 5th October, 1965.
88b Letter from Port Authority to Irving Trust, 7th October, 1965.
89a Letter from Bahamas Amusements Ltd. to Development Company,

7th February, 1966.
89b Cheque No. 002149 ; £65,160 2s. 3d. ; Paradise Enterprises.
89c Cheque No. 002147 ; £27,792 5s. 4d. ; Freeport Consultants.
90 Series of Port Authority Cheque Requests and Payments.
91 Port Authority Payments.
92a Photostats of cheques to Bahamas Amusements Ltd. accounts

$25,000.00, $50,000.00, $150,000.00, $150,000.00 and $100,000.00.
92b Photostats of cheques to Bahamas Amusements accounts ; $25,000.00,

$25,000.00, $150,000.00,  $50,000.00, $150,000.00,
$150,000.00 and $50,000.00.

93 Statement of Balance for two years, Port Authority to Sir Stafford
Sands.

94 Statement by Sir Stafford Sands on payments  Mr. Groves.
95 Minutes of Port Authority Meeting, 22nd August, 1967.
96 Letter from Sir Stafford Sands to Mr. Chesler, 21st January, 1963,
97 Letter from Sir Stafford Sands to Mr. Chesler,  March, 1963.
98 Affidavit from Mr. C.  Kelly.
99 Details of Mr. E. A. P. Dupuch's in trust account.

 Letter from Mr. Simon to Mr.  29th August, 1967.
 Letter from Mr. Epstein to Mr. Gowlding, 29th August, 1967.

 Testimonials for Mr.
102 Letter from Mr. Graham to Mr.  15th October, 1965.
103 List of Newspaper Headlines.
104 Cheques for $200,000.00, $60,000.00 and $25,000.00.
105 Cheques for $35,383.00, $10,000.00, $17,000.00, $7,142.30,
106 Letter from Mr.  to Mr. Henzel, 19th November,

1965.
107 Letter from Mr. Thompson to Mr.  4th  1966.
108 Letter from Peat Marwick and  to Mr. Pindling, 31st Octo-

ber, 1966.
109 Letter from Mr. Pindling to Mr. McRary, 1st November, 1966.

 Letter from Mr. Groves to Mr. Goldsmith, 19th October, 1966.
 Letter from Mr.  to Mr. Riesel, 17th

1966.
 Letter from Mr. Pindling to Mr. McRary, 21st November, 1966
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 Letter from Mr.  to Mr. McRary, 24th November, 1966.
 Letter from Mr.  to Mr. McRary, 28th November, 1966.

115 Statement on Gambling.
 Letter from Mr. Ossario to Mr. McRary, 20th  1959.
 P.L.P. Funds for 1967 election.
 Report by Mr. Stone on  Hotel and Cat Cay project.
 Letter from Mr. Sibley to Mr. Pierce, 5th February, 1965.
 Letter from Mr. Stone to Mr.  20th  1965.

121 Two cheques to Mr. Graham.
 Letter from Sir Robert Neville to Mr. Novack, 17th January, 1965.
 Letter from Sir Robert Neville to Mr.  9th January, 1965.
 Letter from Mr. Novack to Sir  Neville, 12th January, 1965.

125 Letter from Mr. Novack to Mr. Graham, 16th March, 1965.
126 Letter from Sir Robert Neville to Mr. Novack, 16th February, 1965.

 Letter from Mr. Novack to Mr. Graham, 30th March, 1965.
 Letter from Mr. Sibley to Mr. Graham, 6th April, 1965.
 Telegram from Sir  Neville to Mr. Graham, 6th March,
 Letter from Mr. Pierce to Mr. Sibley, 29th June, 1965.
 Letter from Mr. Rooney to Mr. Graham, 2nd July, 1965.
 Letter from Mr. Pierce to Mr. Sibley, 20th July. 1965.
 Letter from Mr. Brown to Sir Robert  30th June, 1965.

Letter from Mr. Novack to Mr. Brown. 13th July, 1965.
Letter from Sir Robert Neville to Mr. Dupuch, 6th August,
Letter from Mr. Sibley to Mr. Novack,  August, 1965.
Draft Affidavit .
Copy of telegram.

 Letter from Mr. Sibley to Mr. Graham, 14th October, 1965.
137 Letter from Mr. Graham to Mr. Sibley, 30th November, 1965.
138 Letter from Mr. Novack to Mr. Pindiing, 20th January, 1967.

 Letter from Mr. Thompson to Mr. Novack, 27th  1957.
Letter from Mr. Novack to Mr. Thompson, 2nd June, 1965.

140 Letter from Mr. Graham to Mr. Sib'.ey, 29th August, 1967.
Letter from Mr. Sibley to Mr. Graham, 6th September, 1967.

 Mr. Graham's Contract with Mr. Novack.
142 Letter from Mr. Young to Mrs. Gonsalves, 30th August, 1967.

Letter from  Gonsalves to Mr. Young, 5th September, 1967.
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Appendix No.
Document No. 2

BAHAMA ISLANDS

CERTIFICATE OF EXEMPTION

issued under Sub-Section (10) of Section 257

of

THE PENAL CODE

IT  HEREBY CERTIFIED that Bahamas  Limited a company
incorporated under the laws of the Bahama Islands and having its Registered
Office at Mercantile Bank Building at Freeport in the Island of Grand
Bahama one of the Bahama Islands (hereinafter referred to as

 is hereby exempted by the  of the said
Bahama Islands by this Certificate of Exemption from the provisions of
Section 257 of The Penal Code on the following terms and conditions,

 —

1. For the purposes of this Certificate of  (hereinafter referred
to as  the word  mean any gaming room
or gaming rooms operated by the Company on the said Island of Grand
Bahama in a single premises as a single unit or operation.

2. This Certificate shall continue in force for a period of Ten (10) years
from whichever is the earlier of the First day of January, 1964 or the date
upon which the first Casino shall have been opened by the Company under
this Certificate on the said Island of Grand Bahama.

3. No Casino shall be operated by the Company in the said Island
of Grand Bahama under this Certificate other than in or in conjunction with
an hotel having at least Two hundred (200) bedrooms.

4. This certificate shall apply to the entire Island of Grand Bahama
and the Company may, subject to the terms and conditions herein contained,
operate such Casinos on the said Island of Grand Bahama under this
Certificate as the Company may deem fit .

5. No Certificate of Exemption under The Penal Code nor any other
like Certificate or Licence under any other law of the Colony for the time
being in force shall be issued by the Governor-in-Council or by any other
authority of the Government of the Colony to any other person or body
corporate or unincorporate in respect of the said Island of Grand Bahama
so long as this Certificate (or any other like Certificate or Licence under any
other law of the Colony for the time being in force issued in lieu hereof)
shall remain in effect.

6. The Company shall notify the Colonial Secretary of the Colony in
writing at least Fourteen (14) days before the opening" of any Casino on
the said Island of Grand Bahama of the date on which such Casino is to
open and in such notice shall give brief particulars of the premises in

 such Casino is to be operated.
7. The Company shall not employ any croupiers or dealers or (except

as hereinafter provided) any other staff in any Casino on the said Island of



Grand Bahama except persons who shall have been born in and during
at least Three (3) years before their first employment in the Colony by
the Company shall have resided in the United Kingdom of Great Britain
and Northern Ireland the Republic of Ireland or a country or countries
in Western Europe Provided Always that the provisions of this paragraph
of this Certificate shall not apply (i) to the employment of one credit manager
for each such Casino (ii) to the employment for a period of Three (3) years
from the date of the opening of the first Casino on the said Island of Grand
Bahama by the Company of supervisors for the dice or  Craps  tables
operated in each such Casino and (iii) to the employment in any such Casino
of persons solely in connection with the provision of entertainment and
music in, the preparation and service of food and drink in, the maintenance
and cleaning of the premises occupied by, and the driving and maintenance
of vehicles used for and in connection with any such Casino.

8. All gaming equipment and furnishings in each Casino operated
by the Company under this Certificate shall be owned absolutely by the
Company and shall not be charged or mortgaged to or be subject to any
incumbrance in favour of any other person or body corporate or unincorpor-
ate whatsoever.

9. Each Casino to be operated by the Company under this Certificate
shall be operated by the Company directly and the Company shall not part
with the control or management of any such Casino or in any manner
delegate or farm out the management thereof Provided Always that the
payment of rent (whether by way of a fixed sum or by way of a percentage
of the nett profits derived from the operation of any such Casino) to any
hotel for the use of any building or rooms in which any such Casino is
operated in or in connection with any such hotel shall not be deemed to be
a parting with such control or management or a delegation or farming out
of such management or otherwise a breach of the terms and conditions of
this Certificate.

10. No person under the age of Twenty-one (21) years shall be per-
mitted to gamble in any Casino operated by the Company in the said Island
of Grand Bahama under this Certificate.

 No person included in any of the following categories shall be
permitted to gamble in any Casino operated by the Company in the said
Island of Grand Bahama under this Certificate,  —

(1) Persons born in the Colony and ordinarily resident therein and
the wives and husbands of such persons

(2) Persons engaged in any business or profession or employed for
gain in the Colony ; and

(3) Officials or employees of the Government of the Colony.

12. All Casinos to be operated by the Company under this Certificate
shall be subject to all taxes, impositions, duties and licence fees which
may hereafter be imposed thereon or on the profits derived therefrom
by any law of the Colony.

13.  Certificate may at the discretion of the
be  —
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(1) On the third anniversary of the date of the opening of the first
Casino by the Company on the said Island of Grand Bahama if
the total number of bedrooms in de luxe resort hotels within the
Port Area in the said Island of Grand Bahama (as that expression
is used in the Agreement made the Fourth day of August, 1955
between His Excellency The Honourable Anthony Geoffrey Hopwood
Gardner-Brown Acting Governor and  in and
over the Bahama Islands of the one part and The Grand Bahama
Port Authority, Limited of the other part and now of record in
the Registry of Records of the said Bahama Islands in Volume
8 at pages 447 to 479) shall not have been increased by at least
Three hundred (300) over and above those available or under con-
struction at the date hereof ; and

(2) On the fifth anniversary of the date of the opening of the first
Casino by the Company on the said Island of Grand Bahama if
the total number of such bedrooms within the Port Area shall not
have been increased by at least Seven hundred (700) (including
the Three hundred (300) bedrooms referred to in sub-paragraph
(1) of this paragraph) over and above those available or under
construction at the date hereof.

14. This Certificate may be terminated by the  at any
time in the event of breach by the Company of any of the terms and con-
ditions hereinbefore contained.

Dated the first day of April, 1963.

BY ORDER OF THE

(Sgd.) K.
Clerk to the  Council.

Appendix No. IV
Document No. 3

BAHAMA ISLANDS

BAHAMAS AMUSEMENTS LTD. OPERATING AGREEMENT

THIS AGREEMENT is made the First day of April, A.D., 1963 BETWEEN
His Excellency Sir Robert de Stapeldon Stapledon Knight Commander of the
Most Distinguished Order of Saint Michael and Saint George, Commander
of the Most Excellent Order of the British Empire, Governor and
Commander-in-Chief in and over the Bahama Islands acting for and on behalf
of the Government of the Bahama Islands (who and whose successors in
office for the time being are hereinafter included in the term  the Govern-
ment  of the one part AND Georgette Groves the wife of Wallace Groves
of Freeport in the Island of Grand Bahama one of the said Bahama Islands
(hereinafter called  Mrs.  and Louis A. Chesler at present of
Freeport aforesaid (hereinafter called  Mr.  of the other part
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WHEREAS : —
(A) Mrs. Groves and Mr. Chesler are the beneficial owners respectively

of 500  £1 shares and 500  £1 shares being all of the authorised
share capital in Bahamas Amusements Limited (hereinafter referred to as

 the Company  a company incorporated under the laws of the said Bahama
Islands and having its Registered Office at the Mercantile Bank Building
at Freeport aforesaid ;

(B) Copies of the Memorandum and Articles of Association of the Com-
pany are annexed to this Agreement and marked  A  ; and

(C) The Company has applied to the  for a Certifi-
cate of Exemption (hereinafter referred to as the  Certificate  under Section
257 of The Penal Code subject to the terms and conditions set out in the
draft Certificate attached to this Agreement and marked  and the
Governor-in-Council has agreed to grant such Certificate in consideration of
Mrs. Groves and Mr. Chesler entering into this Agreement and the covenants
on their respective parts hereinafter contained ;

Now THIS AGREEMENT  that in consideration of the
Governor-in-Council granting an exclusive Certificate of Exemption from
the provisions of Section 257 of The Penal Code in the form hereto annexed
and marked  B  IT Is HEREBY AGREED as  —

1. This Agreement shall continue in force for so long as the Company
continues to hold the Certificate or any other like Certificate of Exemption
or Licence issued in lieu thereof under any other law of the Colony.

2. Mrs. Groves and Mr. Chesler hereby respectively covenant each in
respect of her or his own acts deeds and omissions with the Government as

 —
(1) That they will not cause or permit or suffer the capital of the

Company to be increased or the Memorandum and Articles of
Association of the Company or either of them to be altered  any
respect without in each case the prior approval in writing of the
Governor-in-Council.

(2) Upon the execution hereof Mrs. Groves and Mr. Chesler will each
deposit all the Share Certificates representing their respective shares
in the Company (whether held in their own names or in the names
of nominees) with signed transfers in blank in respect of such shares
endorsed upon the respective Share Certificates with Trust Corpora-
tion of Bahamas Limited a company also incorporated under the
laws of the said Bahama Islands and having its Registered Office in
Trust Building on the West side of Frederick Street in the City of
Nassau in the Island of New Providence another of the said Bahama
Islands (hereinafter referred to as  Trust Corporation

(3) That no Directors of the Company will at any time during the con-
tinuance hereof be appointed or permitted to remain in office unless
they shall respectively have been approved of in writing by the
Governor-in-Council, and such approval shall not have been
withdrawn.

(4) That if at any time or from time to time during the continuance
hereof either Mrs. Groves or Mr. Chesler shall wish to sell their
respective shares in the Company or any of such shares they shall
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on each occasion first offer in writing to the
to sell the same to the Government at par and if such offer is accepted
shall cause all necessary consents to transfer to be given and do
or cause to be done such other acts and things necessary for effecting
the transfer of such shares to the Government or the nominees of
the Government.

(5) Neither Mrs. Groves nor Mr. Chesler will bequeath their respective
shares in the Company or any of them to any person or persons
other than their respective husband or wife or child or children or
other direct descendant or descendants and that in the event of such
share or shares having been so bequeathed that the Directors of the
Company shall not approve the transfer of such shares until the
persons to whom such shares have been bequeathed shall have agreed
in manner satisfactory to the Governor-in-Council to deposit the same
with Trust Corporation and shall have entered into an Agreement
similar to this Agreement with the Government in respect of such
shares.

2. IT Is HEREBY FURTHER AGREED by and between the parties hereto
 as  —

(1) If the Governor-in-Council shall at any time during the continuance
hereof have any reason to believe or suspect (and as to the sufficiency
of such reason the Governor-in-Council shall be the sole judge) that
the control or management of the Company or of any casino or
gaming room operated by the Company is in whole or in part
directly or indirectly being exercised by any person or persons or
body corporate or unincorporate other than Mrs. Groves and Mr.
Chesler and the approved Directors appointed by them or that the
same shall in any manner whatsoever have been delegated or farmed
out for valuable consideration or otherwise to any other person or
persons or body corporate or unincorporate the Governor-in-Council
may require Mrs. Groves and Mr. Chesler to submit the matter to
arbitration in accordance with the provisions of The Arbitration
Act of the Colony and any statutory modification or re-enactment
thereof for the time being in force and for the purpose of appointing
Arbitrators the Government shall be deemed to be one party to this
Agreement and Mrs. Groves and Mr. Chesler jointly shall be deemed
to be the other party to this Agreement and such Arbitrators shall
inquire as to whether such belief or suspicion is correct and if such
Arbitrators or a majority of them shall find that the control or
management of the Company or of any gaming room operated by
the Company is in whole or in part directly or indirectly being
exercised by any person or persons or body corporate or unincorpor-
ate other than Mrs. Groves and Mr. Chesler and the approved
Directors appointed by them or that the same shall in any manner
whatsoever have been delegated or farmed out to any person or
persons or body corporate or unincorporate then all of the  A
and all of the  B  shares shall forthwith be offered for sale to the
Government at par and if such offer is accepted shall cause all
necessary consents to transfer to be given and do or cause to be
done such other acts and things necessary for effecting the transfer
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of such shares to the Government or the nominees of the Govern-
ment Provided that if Mrs. Groves or Mr. Chesler shall have be-
queathed their respective shares in the Company or any of them
pursuant to the provisions of sub-clause (5) of clause 1 hereof and
the person or persons to whom such shares shall have been be-
queathed shall have entered into an Agreement with Government in
accordance with the provisions of the said sub-clause (5) of clause
1 hereof then any control exercised by such person or persons shall
for the purposes of this Agreement be deemed to be controlled by
the deceased person who bequeathed to them such shares.

(2) At the time when the shares required by sub-clause (2) of clause 1
hereof are deposited in accordance with the provisions of that clause
with Trust Corporation Mrs. Groves and Mr. Chesler shall jointly
with the Government sign a letter of instruction to Trust Corporation
requiring Trust Corporation to hold such shares in their custody
until receipt of a letter jointly signed by Mrs. Groves and Mr.
Chesler or the survivor of them or the personal representatives of
the deceased survivor of them and the Government requiring their
delivery to the Government or to Mrs. Groves and Mr. Chesler
or their respective personal representatives (as the case may be).

(3) Any notice required to be served  shall be sufficiently
served on the Government if left at the office of the Colonial
Secretary of the Colony addressed to the Colonial Secretary or sent
by prepaid registered post addressed to the Colonial Secretary and
upon Mrs. Groves and Mr. Chesler respectively if delivered to them
personally or sent by prepaid registered post addressed to them at
their respective addresses given herein or to such other respective
addresses within or without the Colony as they or either of them
shall from time to time notify the Government in writing with in
each case a copy thereof sent by prepaid registered post addressed
to Mr. Stafford L. Sands, C.B.E., P.O. Box 711, Nassau, Bahamas
or to such other person at such other address as Mrs. Groves and
Mr. Chesler or either of them may from time to time notify the
Government in writing.

(4) For all the purposes of the foregoing provisions of sub-clause (3) of
this  —

(a) Whenever any notice is sent by post from one country to an
address in another country it shall be sent by prepaid registered
airmail ;

(b) A notice sent by post shall be deemed to be served on the fifth
day after the day on which the letter envelope or wrapper
containing the same was posted ; and

 No copy of any notice shall in any event have to be sent to an
address other than one in either the Colony or the United
States of America or Canada.

IN WITNESS WHEREOF His Excellency the said
Sir Robert de Stapeldon Stapledon, Knight
Commander of the Most Distinguished Order
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of Saint Michael and Saint George, Commander
of the Most Excellent Order of the British
Empire, Governor and  in
and over the said Bahama Islands acting for
and on behalf of the Government of the said
Bahama Islands hath hereunto set his hand
and caused the Public Seal of the Bahama
Islands to be hereto affixed on the First day
of April, A.D., 1963.

ROBERT
By His Excellency's Command.

K.
Colonial Secretary.

 WITNESS WHEREOF Mrs. Groves has hereunto
set her hand and seal.

GEORGETTE GROVES.

Signed Sealed and Delivered by the said Georgette Groves on the First
day of April,  in the presence  —

JOHN W. CARSON.

IN WITNESS WHEREOF Mr. Chesler has hereunto
set his hand and seal.

Louis A. CHESLER.

Signed Sealed and Delivered by the said Louis A. Chesler on the First
day of  A.D., 1963 in the presence  —

JOHN W. CARSON.

Appendix No. V
Document No. 27

AN AGREEMENT made the day of
A.D., 196 BETWEEN The Grand Bahama Development Company
Limited a company incorporated under the laws of the Bahama Islands and
having its Registered Office at Freeport on the Island of Grand Bahama
one of the said Bahama Islands (hereinafter called ' the Development Com-
pany ') of the one part AND

(hereinafter called  the Consultant  of the other part WHEREBY IT IS
AGREED AS  -

1. The Development Company will employ the Consultant and the Con-
sultant will serve the Development Company from the date of these presents
for the period set out in the First Schedule hereto.

2. The Consultant will perform for the Development Company the duties
set out in the Second Schedule hereto and for such purnoses will be available
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for the number of hours set out in the Third Schedule hereto subject to the
provisions of Clause 4 hereof.

3. The Development Company will pay to the Consultant the retainer
hereinafter set forth in the Fourth Schedule hereto which said retainer
shall be payable by monthly instalments on the  day of each month
during the continuance hereof and irrespective of the proportion of the
total number of hours prescribed actually spent by the Consultant in the
performance of his duties

4. The performance of the said duties for the said periods shall be
arranged as follows

(1) The Development Company may at any time during the continuance
of this Agreement (when the Consultant is present on the Island of
New Providence another of the said Bahama Islands) give to the
Consultant Seven (7) days' notice in writing or by cable or by
telephone that the Development Company requires the services of
the Consultant hereunder and shall in such notice specify the period
for which the Consultant is then required subject to (a) the maximum
number of hours set forth in the Third Schedule hereto and (b) a
maximum period of Eight (8) hours on Three (3) consecutive week
days at any one time.

(2) The Consultant shall during the said period of Seven (7) days if
the time prescribed in such notice is because of other business com-
mitments unsuitable to him notify the Development Company in
writing or by cable or by telephone that he cannot perform his
duties during such said period and shall in such case if possible
notify the Development Company at the same time of a time or
times on which he can for a like period perform the said services.

(3) Subject to the provisions of sub-clauses (1) and (2) of this clause
the Consultant shall if required travel to the said Island of Grand
Bahama or elsewhere as directed upon and during such times so
agreed upon for the performance of his said duties.

(4) The time taken by the Consultant in so travelling to the said
Island of Grand Bahama or elsewhere shall be deemed for the
purposes of this Agreement to be time spent by the Consultant in
the performance of his duties hereunder and the Development Com-
pany  reimburse the Consultant for all proper out-of-pocket
expenses incurred in travelling to and from and staying on said
Island of Grand Bahama or elsewhere.

5. In addition to the said duties hereinafter set forth in the Second
Schedule hereto the Consultant will be available at all reasonable times
without extra remuneration for consultation by telephone or correspondence
as to his said duties.

6. Any information acquired by the Consultant in the course of his
services under this Agreement regarding any of the matters of the Develop-
ment Company or connected with their business or dealings or policy shall
be treated by him as secret and confidential and shall not be disclosed by
him to any other person firm or company.
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7. All schemes or other matters or things prepared by the Consultant
whether alone or in co-operation with others in relation to the Development
Company's business during the continuance of this Agreement and whether
completed or not  be the property of the Development Company.

8. This Agreement may be terminated
(1) By the Consultant at any time upon Seven (7) days' notice given

as hereinafter provided ; and
(2) By the Development Company at any time without notice or pay-

ment in lieu of notice if the Consultant shall at any time be guilty
of any gross misconduct or neglect in connection with his duties.

9. Any notices required to be given hereunder shall be given by the
 by notice sent by registered airmail addressed to the Develop-

ment Company at its Registered Office in  on the said Island of
Grand Bahama and by the Development Company by notice sent by
registered airmail addressed to the Consultant at the address  herein
or to such other address as the Consultant may at any time and from time
to time notify to the Development Company in writing as being in substitu-
tion therefor. Such notices shall be deemed to be given  the third day
after the same shall have been mailed.

10. This Agreement shall be governed in all respects including both the
interpretation and performance thereof by the laws of the said Bahama
Islands.

THE FIRST SCHEDULE HEREINBEFORE REFERRED TO
Period of duration of this

Particulars of duties to be performed by the Consultant.

THE SECOND SCHEDULE HEREINBEFORE REFERRED TO
Particulars of duties to be performed by the Consultant.

THE THIRD SCHEDULE HEREINBEFORE REFERRED TO
 time to be devoted by the Consultant to the
Development Company's business.

THE FOURTH SCHEDULE HEREINBEFORE REFERRED TO
Particulars of remuneration of Consultant.

IN WITNESS WHEREOF the Development Company
have caused their Common Seal to be hereunto
affixed.

President.
The Common Seal of The Grand Bahama Development Company Limited

was affixed hereto by Louis  the President of the said Company and
the said Louis Chesler affixed his signature  on the
day , A.D. 196 in the presence of

Secretary.

IN WITNESS WHEREOF the Consultant has here-
unto set his hand and seal.

Signed Sealed and Delivered by the
on the day of
presence
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Appendix No. VI
Document No. 4

BAHAMA ISLANDS

CERTIFICATE OF EXEMPTION
issued under Sub-section  of Section 257

of

THE PENAL CODE

IT  HEREBY CERTIFIED that Bahamas Amusements Limited a company
incorporated under the laws of the Bahama Islands and having its Registered

 at Mercantile Bank Building at  in the Island of Grand
Bahama one of the Bahama Islands (hereinafter referred to as  the
Company  is hereby exempted by the Governor of the said Bahama Islands
by this Certificate of Exemption from the provisions of Section 257 of The
Penal Code on the following terms and conditions,  —

1. For the purposes of this Certificate of Exemption (hereinafter referred
to as  this Certificate  the word  Casino  shall mean any gaming room
or gaming rooms operated by the Company on the said Island of Grand
Bahama in a single premises as a single unit or operation.

2. This Certificate shall continue in force for a period of Ten (10) years
from the 16th day of January, 1964.

3. No Casino shall be operated by the Company in the said Island of
Grand Bahama under this Certificate other than in or in conjunction with
or in the vicinity of an hotel having at least Two hundred (200) bedrooms.

4. This Certificate shall apply to the entire Island of Grand Bahama and
the Company may, subject to the terms and conditions herein contained,
operate  Casinos on the said Island of Grand Bahama under this
Certificate as the Company may deem fit.

5. No Certificate of Exemption under The Penal Code nor any other like
Certificate or Licence under any other law of the Colony for the time being
in force (other than (a) a licence to operate a racecourse issued under The
Racecourse Betting Act  in respect of any lottery sweepstake or raffle or

 in respect of any game of chance or mixed skill and chance carried on
or to be carried on solely for charitable purposes) shall be issued by the
Governor or by any other authority of the Government of the Colony to any
other person or body corporate or  in respect of the said Island
of Grand Bahama so long as this Certificate (or any other like Certificate or
Licence under any other law of the Colony for the time being in force issued
in lieu hereof) shall remain in force and effect.

6. The Company shall notify the Secretary to the Cabinet in writing at
least Fourteen  days before the opening of any Casino on the said Island
of Grand Bahama of the date on which such Casino is to open and in such
notice shall give brief particulars of the premises in which such Casino is to
be operated.

7. The Company shall supply  Governor in such manner as he may
from time to time direct with the names and such other particulars as may
be required of all persons employed or proposed to be employed by the
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Company in any capacity in the operation of or the supervision of or the
accounting for the proceeds of any game of chance or of mixed skill and
chance in any Casino operated under the provisions of this Certificate and
shall only  or continue to employ any such person so long as he or
she is both (a) not objected to in writing by or on behalf of the Governor
(who will not normally consent to the employment otherwise than as managers
or credit managers or supervisors of persons who were not born in and who
were not during at least Three (3) years before their first employment in the
Colony by the Company resident in the United Kingdom of Great Britain
and Northern Ireland the Republic of Ireland or a country or countries in
Western Europe) and  in possession of a formal written permission from the
Immigration Board for the purposes of his or her employment.

8. As and when requested by  Commissioner of Police of the Colony
the Company shall supply to him and to any person authorised by him in
writing in that behalf all information which shall be reasonably necessary
to enable the Commissioner of Police to satisfy himself that the terms and
conditions hereof have been and are being observed and performed and
shall at all times permit him and such persons authorised in writing as afore-
said to have unrestricted access to any Casino operated by the Company.

9. All gaming equipment and furnishings in each Casino operated by the
Company under this Certificate shall be owned absolutely by the Company
and shall not be charged or mortgaged to or be subject to any incumbrance
in favour of any other person or body corporate or  whatsoever.

10. Each Casino to be operated by the Company under this Certificate
shall be operated by the Company directly and the Company shall not part
with the control or management of any such Casino or in any manner delegate
or farm out the management thereof PROVIDED ALWAYS  —

 the payment (whether by way of a fixed sum  by way of a
 of the net profits of the Company) for the use of any

land buildings or rooms on or in which any such Casino is operated ;
and

(2) the borrowing of moneys by the Company whether secured upon
any of the assets of the Company or unsecured

shall not be deemed to be a parting with such control or management or a
delegation or farming out of such management or otherwise a breach of the
terms and conditions of this Certificate.

 (1) For the purposes of this clause the expression  Port
has the same meaning as in the Agreement dated the 4th day of August, 1955
and made  The Honourable Anthony  Gardner-
Brown Acting Governor and  in and over the Bahama
Islands of the one part and The Grand Bahama Port Authority Limited of
the other part and now of record in the Registry of Records of the said
Bahama Islands in Volume 8 on Pages 447 to  as the same has been and
may from lime to time be amended.

(2) No person under the age of Twenty-one (21) years shall be permitted
to gamble in any Casino operated by the Company under the provisions of
this Certificate.
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(3) No person included in any bf the following categories shall be permit-
ted to gamble in any Casino operated by the Company under the provisions
of this Certificate,  —

(a) persons born in or deemed to belong to the Colony and ordinarily
resident therein and the wives and husbands of such persons ;

(b) persons engaged in any business or profession in the Colony or
employed for gain in the Colony and (in either case) who or whose
employers either (i) are in possession of or (ii) would if they had been
ordinarily resident elsewhere in the Colony than in the Port Area
require to be from time to time in possession of a formal written
permission from the Immigration Board for the purposes of such
business profession or employment and the husbands and wives of
such persons ; and

(c) officials or employees of the Government of the Colony and the
husbands and wives of such officials and employees ;

PROVIDED ALWAYS that the Company shall not for the purposes of this
Certificate be deemed to have committed any breach of the foregoing
provisions of this paragraph if it has taken reasonable precautions to prevent
such breach.

12. All Casinos to be operated by the Company under this Certificate
shall be subject to all taxes impositions duties and licence fees which may now
or hereafter be imposed thereon or on the profits derived therefrom by any
law of the Colony.

13. This Certificate may be terminated by the Governor at any time in
the event of breach by the Company of any of the terms and conditions
hereinbefore contained.

14. This Certificate is granted in substitution for and in replacement of a
Certificate of Exemption in favour of the Company dated the First day of

 A.D., 1963.

IN WITNESS WHEREOF His  Sir Ralph
Francis Alnwick Grey, Knight Grand Cross of
the Most Distinguished Order of Saint Michael
and Saint George, Knight  of the
Royal Victorian Order, Officer of the Most
Excellent Order of the British
Governor and  in and over
the said Bahama Islands acting for and on
behalf of the Government of the said Bahama
Islands hath hereunto set his hand and caused
the Public Seal of the Bahama Islands to be
hereunto affixed on the 17th day of August.
A.D., 1966.

 R. F. A. GREY.

By His Excellency's Command.

(Sgd.) R. T. SYMONETTE,
Premier.
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Appendix No. VII.
Document No. 57.

BAHAMAS  LTD.

30th January, 1967.
Lt. Col.  Morris,
Commissioner of Police,
P.O. Box 458,
Nassau,  Bahamas.
Dear Mr. Morris,

1 am writing this letter to confirm that I have received copies of your
letters to the Chief Immigration Officer and Mr. Broadhurst regarding the
termination of the employment of Messrs. Geiger and  We briefly
discussed these letters during your recent visit and I understand that we
are to be given a period during which to try to employ replacement managers.
I understand that you are fully aware of the seriousness of the position
which has arisen by the dismissal at one time of all the management
of the Monte Carlo casino, i.e. Ritter, Courtney, Brudner, Geiger and
Kamm. Despite the fact that you are fully aware of the critical position
caused by your action, I feel I must write to you in order that I should be
sure that both you and Government are fully briefed.

The first and most important matter that I consider I must stress
to you is the effect of your deportation measures on job security and employee
morale. We aired this matter fully when the decision was made to dismiss

 Courtney and Brudner. At that time you appreciated, as I did,
that the lack of job security might lead to wholesale resignations and the
resulting closure of the Casino. With your consent I passed the word to
our American employees that there were no other dismissals pending. Within
a matter of months you now remove two other men without giving any
reasons whatsoever. What effect do you think this will have on our
employees? What hope do you think I have of recruiting replacements
under such circumstances?

I do consider that as the chief executive officer of Bahama Amusements
Limited I should be informed very fully of Government's reasons for
refusing to permit me to recruit a man or to require me to dismiss one.
In the absence of  information it becomes almost impossible for me
to discuss employment with prospective  I understand that Geiger
and Kamm have no criminal record whatsoever and  there are no
indictments or criminal charges pending against them. Their sole guilt
is by association. They worked in Cuba in casinos operated by the Lansky
brothers. The  did not use these men as thieves, dope smugglers,
gun-men or in any criminal fashion  they employed them as skilled
gamblers which is the use to which we wish to put them. These men
have been under the close supervision of the Bahamas Police for some
years. In fact, your nominee Mr. Broadhurst has really had little other
work than to keep an eye on them. In all this time they have been accused
by Mr. Broadhurst and yourself of no improper action. Now they are to



be dismissed and no reasons given. Can I advise this to my other
employees as British fair play and justice? Can I give my other employees
any assurance that they will escape similar treatment?

I more than welcome control of employment by His Excellency the
Governor and yourself. As I have told you before, this control is the only
reason that I am willing to continue in my present position. In the absence
of such strong control I would be fearful of the possibility of being threatened
in an effort to cause me to employ undesirables. However, if I am to be
effective in operating a business, this control must so operate that I can
run a business. It has been known for months to your local representatives
that Geiger and  were the casino management to replace Ritter and
Courtney. Surely you have been kept informed of this decision. If you
had told me months ago that Geiger and Kamm were unacceptable, replace-
ment efforts could have been started then. After our experience of the
delays in obtaining FBI clearance surely you must now be well aware
of the difficulties facing any recruiting. If I go to Las Vagas and find a
good man who  willing to come and work here I have to tell him that he
must be cleared by the Bahamas Police and that this may take upwards
of two months. His risk is that if his employers discover he is contemplating
a change they will dismiss him ; I can give him no assurance of employment.
Under such circumstances the recruitment of a good man already in a
secure and well-paid job is almost impossible. Neither you nor I wish to
recruit the unemployables.

There is another matter that very deeply disturbs me. I have gathered
that a Commission is to be appointed to investigate the charges that Bahamas
Amusements, and myself as its chief  have been paying sums to the
Lansky mob. Our association with the Lanskys is supposed to be proved
by the employment of men such as Geiger and Kamm. To remove these
men at this juncture and before they are questioned by the Commission
is hardly fair to me. It looks as if I am cleaning house before the Commission
has had a chance to discover my  These men are key employees of
the casino, a vital part of the controls which ensure security of money
and absence of theft and these men should be questioned by the Commission
as essential witnesses in their investigation.

I think that you must appreciate by this time that the Florida tourist
interests do not want gambling in the Bahamas. They fear the competition
given to their tourist traffic. The trend of Florida newspaper publicity
more than proves this. The FBI, like all U.S.A. political bureaux is subject
to political pressure and they will do and are doing all they can to hamstring
us in our efforts to employ the best and most capable of the Las Vegas and
American gambling supervision.

With the shortage of gambling supervision and the effect which Govern-
ment deportation has had on recruiting, my gaming advisors are deeply
concerned about our ability to continue our extended operations. I propose
therefore to recommend to my Board that we close the Bahamian Club as
soon as the present tax payment expires, i.e. some time in April. This
give us a chance to repay our present bank borrowings caused by the Summer
losses of last year. We will then bring all Bahamian Club supervision back-
to Freeport.
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I also propose to recommend that we close the Monte Carlo casino.
This will  lead to serious complaints from the hotels in that
area as their business will be badly hurt by such closure. I will have to
publicise that it is Government's removal of management which has forced
the closure. If you will allow Geiger and  and if they wi l l stay
under the present circumstances, I will propose we keep the Monte Carlo
open also u n t i l the present tax payment runs out. This drastic action wil l
give enough supervision to keep the El Casino open year round. I wi l l
then have time to plan long-term recruitment of management but I cannot
in the meantime be responsible for operations without good management.

I should also say to you that my gaming advisors inform me that if we
close the Monte Carlo i t  be unwise for us to continue to bring groups
of  to  This will again have an effect on tourism
in  Hotel where we  last year approximately

 mi l l ion on  rooms and guest meals, etc. I am also told that many
of the  American  who come from Florida on
and day trips to gamble at  Monte Carlo will not do this at El Casino
because of our policy of lower l imi t s in casinos unconnected with hotels,
which policy, as you know, is based on the lack of a captive audience such
as hotel guests provide. If my Board accepts my recommendations it may
have considerable effect on  tourist traffic of this area and I am
sending a copy of this letter to the Premier as I consider the Government
should be fully informed of the position.

Yours faithfully,
K. GONSAI.VES,

cc. The Hon.  O.  Premier.
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APPENDIX No. VIII.
Document No. 40

BAHAMAS AMUSEMENTS, LTD.

Post Office Box 787
 Grand Bahama

Telephone

 January, 1967.
Mr. A. R. Thompson,
Controller of Exchange,
P.O. Box 36,
Nassau,
Bahamas.

Dear Mr. Thompson,
I enclose herewith a copy of an agreement between this Company and

Messrs. Ritter, Brudner and Courtney the contents of which are self-explana-
tory. Permission is requested to satisfy the obligations contained in this
agreement in  payable from our $ earnings.

Yours sincerely,
BAHAMAS AMUSEMENTS LTD.

(Sgd.) R. G. Gowlding,
Executive

Bahama Islands,
Grand Bahama,
Freeport

AGREEMENT

This article of agreement made this tenth day of January, A.D.,
BETWEEN Bahamas Amusements Limited, a company incorporated under the

 of the Bahama Islands and carrying on business within the Colony
(hereinafter referred to as  the Lessee  of the one part AND Frank Ritter.
Charles  and Max Courtney (hereinafter  to as  the Lessors
of the other part WHEREAS : —

(A) The Lessee is engaged among other things in the management and
operation of gambling casinos located in the Bahama Islands.

(B) For the past three years the Lessors have  employed in super-
visory capacities by the Lessee to operate and manage the aforementioned
casinos and pursuant to said employment have allowed the Lessee to utilize
their personal files and records containing the names of clients located
throughout the United States including the credit ratings and addresses
thereof.

(C) The Lessors are terminating their employment with the Lessee on
15th January A.D.. 1967 and the said Lessee believes that its continued
use and custody of the said files and records is absolutely essential to the
proper conduct of its business in the future.



Now THIS INDENTURE WITNESSETH As FOLLOWS :
 That the Lessors agree to lease and rent the said files and records to

the Lessee for a period of Ten (10) years, commencing on  January, A.D.,
1967 and terminating on 15th January. A.D., 1977 and further agree that
during the said period the Lessee shall have the right of continuous use and
possession thereof except as otherwise may be provided herein.

2. That the Lessee acknowledges and warrants that it has caused the
said files and records to be examined and that the said files and records are
genuine, complete and satisfactory to it as pertains to its lease and rental
thereof under this agreement.

3. That the Lessee for the said use and possession of the said files and
records agrees to pay to the Lessors by way of rental the sum of Two million
One hundred thousand United States dollars ($2,100,000.00 U.S.)
in Ten (10) annual instalments of Two hundred and Ten thousand United
States dollars ($210,000.00 U.S.) commencing 1st February, A.D., 1968 and
terminating 1st November,  1977 and further agrees that the said
annual rental will be paid in the  manner : each instalment shall be
divided into Three (3) equal parts and each of the said Lessors shall be
paid Seventy thousand United States dollars ($70,000.00 U.S.) a year in
Four (4) equal payments of Seventeen thousand Five hundred United States
dollars ($17,500.00 U.S.) payable on the First day of February. May, August
and November during each year of the term hereby created in such manner
and place as will be designated by each lessor simultaneously with the
executing of this agreement. Any of the said Lessors may change the manner

 place of payment by written notice to the Lessee Thirty (30) days
prior to any payment due

The Lessee further agrees to execute and deliver to the Lessors simul-
taneously with the execution of this agreement Promissory Notes totalling
Two million One hundred thousand United States dollars ($2,100,000.00 U.S.)
to secure the aforementioned payments and the said Notes shall be drawn
as  a Note in the sum of Seventeen Thousand Five hundred United
States dollars ($17,500.00 U.S.) shall be drawn to each of the said Lessors
for each quarterly payment due hereunder during the Ten (10) year period
of the said agreement Provided however in the event that the total payment
under this contract is accelerated pursuant to the terms of paragraph 5, 6 or
7 herebelow then and in that even: any and all of  said unpaid
held by the said Lessors under this agreement shall become immediately

 and payable and  treated by  parties as demand notes.

4. The Lessee further agrees to establish and maintain a separate bank
account of Two hundred and Ten thousand United States dollars ($210.000.00
U.S.) equivalent to the amount to be paid annually to the Lessors and this
said money shall be deposited in a Bank appointed by the Lessee for that
purpose and made known to the Lessors. As funds are withdrawn to meet
the quarterly payments as hereinbefore set out additional deposits are to
be made by the Lessee to maintain the required balance of Two hundred and
Ten thousand United States dollars  U.S.).

5. In the event that the Lessee fails to  any payment as required
by any paragraphs herein contained then and in tha t event the total balance
due the said Lessors under this agreement  immediately be due and
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payable by the said Lessee and the said Lessee consents to a judgment against
it in the amount of the aforementioned total balance due and will forthwith
return to the said Lessors the aforementioned files and records.

6. In the event the Lessee enters into any agreement or understanding
for the sale, transfer, lease or other disposition of its licence to operate and/or
manage gambling casinos in the Bahama Islands then and in that event the
total balance due the said Lessors pursuant to this agreement shall imme-
diately be owing, due and payable by the said Lessee.

7. In the event the aforementioned licence of the Lessee is terminated for
any reason whatsoever, then and in that event the total balance due the said
Lessors under this agreement shall be immediately due and payable by the
said Lessee.

8. The Lessee further warrants promises and agrees that upon the
mination of the said rental period on 15th January,  1977 it wi l l
forthwith return the said files and records to the Lessors.

9. That this instrument contains the entire agreement between the parties
and that no statement, promises or inducements made by any parly
which is not contained in this written contract shall be valid or b inding
and this contract may not be enlarged, modified or altered except in writing
signed by the parties and endorsed hereon. If for any reason any provision
of this agreement is deemed to be unenforceable as a matter of law it
shall not affect the rights of the parties under all other provisions of this
agreement.

10. That this agreement shall inure to the benefit of and be binding
upon the heirs, executors, administrators, assignees and successors of the
respective parties hereto.

 This agreement shall be interpreted under the applicable laws of the
Bahama Islands.

12. That prior to the execution of this agreement the Lessee will provide
corporate authorization for the proper execution of the agreement.

IN  Bahamas
Amusements Limited has caused
its Common Seal to be hereunto
affixed this eleventh day of
January. A D ,

 R. GONSALVES.

The Common Seal of Bahamas Amusements Limited was affixed hereto by
Robert Keith Stuart  the President of the said company and the
said Robert Keith Stuart Gonsalves subscribed his signature hereto in the
presence

 Sgd.)

 WITNESS WHEREOF the said
Frank Ritter has hereunto set his
hand and seal  tenth  of
January, A.D., 1967.

(Sgd.) FRANK RITTER.
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Signed Sealed and Delivered by the said Frank Ritter in the presence of :
(Sgd.) THOMAS A. WADDEN,

Witness.
IN WITNESS WHEREOF the said
Charles Brudner has hereunto
set his hand and seal this tenth
day of January, A.D., 1967.

(Sgd.) CHARLES BRUDNER.
Signed Sealed and Delivered by the said  Brudner in the presence

(Sgd.) THOMAS A. WADDEN,
Witness.

IN WITNESS WHEREOF the said
Max  has hereunto set
his hand and seal this tenth day
of January A.D., 1967.

(Sgd.) MAX
Signed Sealed and Delivered by the said Max Courtney in the presence of:

(Sgd.) THOMAS A. WADDEN,
Witness.

Appendix No. IX

OPENING STATEMENT OF THE PRESIDENT OF THE
COMMISSION OF INQUIRY

1. This is a Commission of Inquiry  under the Commissions
of Inquiry Act, and the Commissioners, with the approval of the Governor,
have appointed Mr. David  Young to be Secretary to the Commission.
Before proceeding any further, I will ask Mr. Young to read the Commission
and the terms of reference of  Inquiry contained therein.

(Mr. Young reads the
2. For the assistance of those appearing before the Commission, I feel

that I should say something by way of a short explanation of the manner
in which we shall conduct our inquiry. The Commissioners are entitled to
make such rules for their own guidance and conduct and management of
the proceedings before them as they think fit. Whilst we do not propose
to  any elaborate code of rules, we shall attempt so far as is
practicable, to adhere to the rules of evidence. We shall greatly appreciate
the assistance of Counsel in this respect, though obviously,  certain amount
of hearsay evidence will be unavoidable. The rough pattern of procedure
will be as follows, although it may be necessary to vary this as the situation
demands.

3. Mr. W. Gordon  Q.C., the Attorney General of the Bahamas,
 Mr. Henry Bostwick, appear here as Counsel to the Commission, and

as  are responsible to the Commission and to the Commission only for
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their conduct as Counsel in this Inquiry. It is proposed that the Attorney
General shall call a number of witnesses who, he is instructed, will be of
some assistance to the Commission. The Commission itself may call upon
certain persons to give evidence before it, and any person who desires to
give evidence will be given the opportunity of doing so on any matter under
the terms of reference of this Inquiry. Advertisements have already appeared
in the Press inviting any person, who feels that he or she is able to assist
the Commission in its Inquiry, to contact the Attorney General. If there
are any persons who desire to give evidence, and who have not yet con-
tacted the Attorney General, they should do so as soon as possible during
the course of this Inquiry so that arrangements may be made for them to
give evidence.

4. By order of the Governor, all evidence given will be upon oath, and
the Commission has power to require the attendance of any person before
it to give evidence upon oath of the truth of any fact relating to the matters
touching this Inquiry.

5. Any person whose conduct is the subject of this Inquiry, or who is
in any way implicated or concerned in the matters under inquiry by the
Commission, is entitled to be represented by Counsel during the whole of
the inquiry. In addition, any other persons who do not come within this
category may be represented before the Commission by Counsel with the
leave of the Commission.

6. Counsel appearing before the Commission shall have the right of
cross-examination of any witness called after that witness has been examined
by the  General and the members of the Commission. Apart from
the Attorney General who will give an opening address before the hearing
of any evidence, Counsel will have no right to make speeches to the Com-
mission. Where a person is called to give evidence before the Commission
by the Attorney General or by the Commission itself, it is not considered
desirable that Counsel appearing on behalf of that person shall have the
right to examine in chief his own client before any questions are put to him
by the Attorney General and by members of the Commission.

7. So far as is possible, every person whose conduct is thought likely
to be the subject of inquiry by the Commission will be notified of that fact
before evidence relating to him is taken so that that person may attend the
hearing and may arrange for representation by Counsel if he or she so
wishes. If it should happen that a person is named quite unexpectedly by
a witness to his or her detriment, arrangements will be made to inform that
person that his or her name has been mentioned. Then, if it is so desired,
the witness can be made available for cross-examination by Counsel on
behalf of the person named at a subsequent time.

8. Any person, who is not represented by Counsel, and whose conduct
is the subject of inquiry by this Commission, or who is in any way
cated or concerned in this inquiry, may cross-examine any witness only
through the Commission.

9. The Commission will sit here in Nassau for the purpose of taking
evidence until the afternoon of Thursday, 23rd March, when it will move
to Freeport. The hours of sitting will be from 9.30 a.m. to 12.30 p.m., and
from 2.00 p.m. until about 4.00 p.m. In Freeport the Commission will sit
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in  provided at the King's Inn. It is not possible to say at
the moment on what date we shall begin to take evidence there, but Tuesday,
the 29th is a likely date. The Secretary to the Commission will notify
those concerned as soon as a definite date has been fixed. How long the
Commission will remain in  it is too early to say at this moment,
but it is proposed to return here to Nassau to complete the taking of
evidence.

10. Apart from occasions when the Commission shall deem it in the
public interest or necessary for the efficient conduct of this inquiry that it
should be held in camera, the taking of evidence shall be in public. As can
be seen, only limited seating facilities are available for the  and no
standing will be allowed by the Commission.

11. We request that throughout  proceedings of the Commission the
public remain absolutely quiet. No photographing will be allowed inside
the building nor may anybody bring a camera into the building.

 March, 1967.

Nassau, Bahamas.

 RANULPH BACON, KNIGHT,
President  the Commission.

When the Commission resumed its hearings in Nassau in August the
following was read out in place of paragraph 6.

6. Counsel appearing before the Commission may conduct the examina-
tion in chief of any witness he  after which the witness may be
cross-examined by the Attorney General and the members of the Com-
mission. Should Counsel wish to introduce witnesses  than those
called by the  this will  permitted provided the Commission
is furnished with a proof of evidence in advance of the calling of such a
witness.

Printed in England by  Stationery Office
at St. Stephen's Parliamentary Press

 Dd.  2000
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