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W UNOArSIanc (hat the cackQround 1o ihe orincipdl marters in our Cralt was known 1o e
Government of Abu Crad pror 16 the assurances ol linancial sucolr civen 1o the RAL anc
YOLIGENAS 0t AT T9R)

The diah repon nas ncl been giscussed wih ether Sancsiorm of the conliciay shaianoriers

whO /e unaware that our Crah repor has bheen ceiivared 10 yCou.
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RA Bames £3Q

Assstant Direcier anc Head
.o of Banking Supervision Division
o 8ank of Englana
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‘- REPORT ON SANOSTORM SA UNDER SECTION 41-OF THE BANXIHG ACT 1987

YN,

5 e &

In connecion wath our aucit ct rorm SA (he Company) and its reiated
Ly enodes, incwaing Sancsiom Hdc:x. (Filgings) anag Sancstomr Overseas

s (Overseas), logener e Sandgrw;a_('&ncsxcm‘. e Groug’ or e tank),
: for e year enceg 31 Decemoe cerain mreguantes were drawn o oun

S ]
s :b\
o o

Y

‘§ anengon and lo mat of he Bank of England (e gank) by me Chie! Executve
; % . Officer, Mr Zafar Iqal in January 1991, -

_;

t

{

!

[

i 4 (n accorcance with your leler of ihsaucacn of 4 March 1991 we have precared a

V% repon on hese vieguianties and related maners wnich have come (0 our anenon
PRI dunng the course of our work. This compased work in ConNecton with the aucit of
Q§ _ ne financial statements NCiuCing ‘the review of repcas prepared by an imvesoganomr

« .
[

A leam, which included partners and stafl of Price YWaternouse, review of

gl Comespondencs and oer files previously held by e lommer Chiet Executve Cficer
‘ and nienvews wih sanuor management. :

e b L.

Many ol the findings summanses in this repon anse hom examinason of

| Gocumentation and ntenviews with fommer management Dy members of ha
invesdQaton team. Whilst the fincings &8 inevitably based on incomplale
infomaton, and cenan delals have not been coToboraled, we belleve that the
enc.csed repot provides 2 fair reflecton of what has occurred, athough detaled -
analses of specfic ransactons gren in Tus repo should be reated with care.
Work by the vestigaton (eam s condnuing and # s expected that many of The
maaers repoaed vl De refined turther as s work progrcs.ses.

AT R WY PRNEL) ISt

T

P L S Y N

PR VONy N

R should be emphasised that much of the infoamagon oonzamed In this repcn B3 .
based on recoras which have previously been concealed tom us, as aucilers. anq
R A _only camd 10 BQRt a5 a result of our insisiencs o Me fles ot M Naaqvi beid
sealed, such recorts having been i hrs personal pessession.

[ e T UL RV AR o Rea P

. whbe qpbiAnsond 0y
J 3T

¥

.“‘) The paticudar mater Grawn 10 e Bank's a0enton by Mr kqtal concemed peietal
. Cepcsts of approxmalely $800 MUlicn NCL recarced N Mma Racke Al ma Samsa~d

S,
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Page 2

reiateq envties. The Government of Abu Chabi has ssued 10 Holcings a cemion
koer of $600 million in he event Mat Mese Labilities become repayanle, as pan ¢
2 package of financal suppont arangementss concluced N May 1691,

The accounting recards and financial posiion of the Group have been lalsfied in
relanon 10 Me above ransacocns for a subsiantal numoer of years. I fact hesd
ransactons represent only a pan of a wholesale decepton o m >sant and \
. lasdy he financal positon of Sancstorm over the last decads w series of
~complicated manipulatons.® These nc'uded the use of 2 related dank (Fork
Overseas), which now appears en conoolled by Sandstomm manageme:
nominee anda hoid harmiess arangemanty, with a substantal number of preminent
Micole Eastem inoMcuass: e fradgusent Lse of funas placed under managemen
By me Ruler of Atu Ohaoi and hiz (amy./ the lormaoon of a significant numoer ©
comganies and ogerapon of bask: ts outside Me Sandsiom Group used o
Cisquisa e narure of ransacoons anc foute funas: e creancn of a hurther 70 ©
30 companies 10 assist N e financng of e Gull Croup; agreements and
urvecorged bomowings Uvougn third paty danks (NC3) and lnvestment insatudons
(ADW): ana a2 signuficant falsificaoon of e accounung recarcs (invomng lalse
loans, transacions and confimmagons) ‘on such a scale that the tue financal histor
ot Sanastomn s unikely 10 be able 10 De recrealed.

ln order 10 place the urvecorged ceocsits in conlex we have brielly summansed
e hsstory of Sanasiom and he manner N wrnich decepoon 0N such a3 scaleé was
achieved with reference 10 some ol he maor cusiomers and shareholder
amangements and relasonsiups. Ow repon 18 oivided Nio e [ollowng sectons:

Urvecorced gepcsits - Tumbleweed and others
Urvecorged ceposns - lstlamic tanxing

PRLRIL RSV (2 R PRI DA Sy VA I e 20 0

1 Hstory ano Curent Slanss of the Pretlems

2 Shares ana Capial Notes

3  Routing amangements

4 . Treasury . '
5 Guif Group

€ WXYZ

7

8

? .
)%
0]

P el

h agaiion, we have prepared a separale report lor- e Beard in respect ¢l cur
concems 1 relaton [0 Fork ang s reiatensnip wath Sancstomm wnich we enciose.
» Lr
... Please let us know J we can te of any hunner ass.siance.
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Yours fathtully,
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cH 1: KISTORY AND CURRENT STATUS OF THE 2ROBLEMS

S InCs (O GroupD waS founced n 1973 wih caonal om AVaD IVEsions ang wilh
Pakistan management. The GMvng lorce bening e Dank's acTuevement was Agna Has:
Abecl wro hed 1 ¢ranciose wision of the bank, and e 5lodal role it shouid pay. He

3 cufwaxeo people of nfluencs. parscuany in e Migale E..S( ang crealed 3 culture of

: ;§ < unquesboning Kyalty among his coteagues and siafl.

by
,.4*

41 Central 10 Nis vision was the need lor he bank 1o grow fapidly and become a force in
: 'htemadmal banking. Yhist he resufts of the tank were reasonadly satisfaciory in e
19705 partculanty with ncreases in ol wealth n the Middle East the earnty 1580's were a
“penod of severe economuc proolems. The fall in od pnces, sNipping NAUSTY recession, ¢
"_*Suq Al Mangkn csis i Kuwat af had 2 severs efect on Sandstorm's bUsINess, and woL

5 850 have had a signficant impact on reponed profitaciity had Abedl, ana his deputy Swa
'-.«Naqvt nol Manipulaied Fansacions.
H Y

Q

'-um»_w' e

—a e ,
L}
b - ~A

Guven he banks vulneradility as a result of the acsence of a lencer of last resort and its
relauonsnxo with rest of the tanking cemmunuty, Abeci and Nagwl believed that profitanifity
\Ia.s essennal ana i could NOL Show a weak balance sheel of POOr operasng reswils:

tenance of value in Sanasiom's snare

oo

R t rvestors some of whom had been
,’ ot
% F
i e sals of shares at $40 per snare gMing nse 1o significant premuums
?-ﬁ Abedl ana Nacm hac lo ind a way of avaicing provisions on poor lending, partculanty in
_"f R espect of kans 10 Me Gull Groud, and aiso iNlaong he reported results (0 create he
-5 RS 1 qi'naga of success. They apparenty believed nat he ciscicsure of the full extent of he

es at tis tme would have jecparcised e very exnstence of he Lank. AGLOGINGY, in
'\‘" earty 1680°s, ana possibey Defore, ey commenced whal became 2 very complicated
: ﬂ_gje.s ol manipulations of loan and ceposit accounts, reasury actviies and purchases of

Aol

Q...

Vs S

‘16 its capdal Dase since 1976, as dusgated in Appendx L When in 1978 # becama
lgguem hat the Gulf Group was n financal ditficulty, Nagvi tock direct responsibility for
n‘L‘esa sccounts, and ¢ appears that signuficant account manpuiagon began gt hat gme.
OV&{ e last cecade t appears hat Gull have largely been unable 10 sarvics their lending
-3 l.nd that Naqvi has msappeopnated funcs uncer the mar‘agemen( ol Sanastoan officess
througn Fork Imvestments. Thess huncs have Deen channelled, nter alia, nito Ma Gull Groyy

in O(Cer 10 alcow d.to recay Twd gaty bank bcaowings. and o cenceal e extent ¢t
‘1 Sancsican's expesure.

§: "own snares. Nagv contends hat these were lemporary measures paricularty to budd &
< ¥ the pemium within Sandstoam’s shares such hal Tvough nomunees, it cousd sel e shares
R 2and s generate smﬁoem profits to cover ceficts:

RN & & :

g : .

‘{ ; eany stzoe Ih the bank s history t appears that groblems developed In the loan

,J\ oflo parscuiany in respect of he Gu! Group which knding had been sagn:ﬂcam n’

7 :



1 TR e T S S £ WICTRTET W

 pese | mos /8 13xen N0 3CCIUNL e reay iasility of ‘me CGull G/oud’.g'ggh'mw,
o3 of ;e amount of $831 mulion (6CSICEC N (e LOOKS Of SANCSIom a1 29 = ecamce

i bt TS 8 Unukery (0 VEIOVE (8CIVery praspecs.

Ty - -

;f trom na Guil Grouo, e Bank has a hisiory of Pocr 'eNCING wnere Il now accez(s N
e sgnuficant amount of 3CCTUNL MANIDULAToN has gane on. Tis Nas included (ne uolisauon
L £ 5& funcs routed Tvough Fork nciuoing hunds managed by Fork investments: (ne use of

_: f* ﬁc*dO*S fcans argwn Cown N the names of Twa parues: ana e use of unrecorced

¥ :‘ Foepcsits, N an anempt 10 avoild Me need (0 Maxs Prowvisicns. THIS 1OUDNG of huncs Nas

}f j‘ fbeen camea Out 00 3 very scnficant scale. invomng a numoer of 18ated comparves.

- @ e Fork Holcings Group, 8C?, N8O ana KIFCO ang Uhwa pany banks sucn hat it
s now clfficult for aryone 10 gscenain e tue Nanure Of exemal exDOSWes reccrced in e
of cenain Major Cuslomers.

N3

o_c.-.n

iy

a
é
-

N7E 2
" .7‘3 "

K made signficant lossss. These losses were conceaied and &t e same tme sxgruﬁcan(
qgms weare manu{acured. The precsse amount of such losses/fictious prefits cannat now,
X ostaoﬁsned but may wel have been of Me orcer of $600 - $7C0 Million delore tuncxng\
ts 0( approac:ung $1 ddlion f hunaing costs are added.

g
-
'ae

w

] oy,
pO)

,t" "y,

‘0".‘-“1 .

.l ase losse.s _were onginaly funced mcough 0 cx means at the tenest of Z Akbar °
Py c3nucted Sanastomm's Treasury opaaxﬁ'ﬁ 511 1986, when it was giscovered Dat
fcant lcsses hag been incumed on OpEON g. When Akbar resigned ha left d
(;com of his acovities wath S Naqwi wm\tz\_ocggpdmer his own contol he amourTs winch
, ._had teen financed by unomnocex means. Nagw set up a small cenral team uncer Mr A
4(‘ Qv 10 review Ne record lent Ty Akbar, verly e representancns made by Akbar and
_mamlam cecndct with the cusicmers. We uncerstand that whilst Nagvi anemplec 1o

S £51a0Ush scme conual by rensiaong customer deposits largely by using funcs trom Fork, he
GOULO not brng himself 10 Maxa full QiSCICSUre, wniC would aimcst cerainy have brougnt
Ee bank aown.

hs:ead as 2 resun of cenanuea pressure for profits and loan servicing he condnued 10 use:
grvecorged Ceposits, cenain exemal unds (with Fork Holdings and comparies congolled.

1 not legally owned, by i) ang lunas arawndown on bogus koan accounts in the name of
§ gmunem Midale East lnvesiors. Thesa funds wers applied 1o adjust otner talances i )
¥ 9(der to avord making pravision lor bad loans and o conceal he past Treasury 10Ss6s. in an ¥
H \ X enoanous and complex weo of ACtUous transactons n what & protadly one of e rnos6
zﬁ\ﬁccmplu deceptons n banking histody.

O AT e . e
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1U «Thaebssasnowronnxmorpanofmeamemdeﬁcnnme bankwnmnasoecd .
“,r \ reccﬁw §y e financial suppor amangements provced by he Govemment of Abu Ctabl

0
‘

1, LZ N h wmmary ne losses from Treasury and non-perorming loans were concealed and)
Y5 signficant prefits ‘manufachued’ by vanous mecranams ncuchq:

(1) - lailure 10 reccrd Cepesits and other Labditias

y
= (D Une createn cl ficsbous lcan accunts
o




g haw had ns access 10 Me icsses of unas §

:;*'*-

.
w:ua-mﬂ
. . .

C W
.

g{‘dm Yom Fork. wrich was CSnuclieo Sv Sancs:orrn'r:r;'an'a-gé'fr’.é'rfﬂ
o
'} c‘-} .

X
A\ of nird party huncs placed unger management wilh Fork engley.

- {_f - *'N
.‘;; 4

% KFCO ano SOCL and also VWwa party danxs. in order (0 Cisquise he nanure of
a~g Fork ang used 1o route funacs.

vestment nsututons (ADWA).

¢f nominees.

hcid harruess agreements with, and non<ecourse ioans 10. @ numeer of majct
cLsiomers, NCiucing many prominent peoole from e Miccls East

coiLsion of Ma)or cusicmers in

Lmie N
recem vears hese actvites have com:m@'ma signvficant scale in an atempt
ccnceal 1c:al kosses of several tillions at'cmﬁ:r._
“bel becacss of he prodlems of WNand

ef managemen{ wiun Fork

The hisicry ¢f the bank’'s results since its {cungason s snown a3t Appencix il (ouxs ancing}.
 There s insctficient informaton avadaole with whnicn (0 recreate he bank's acccunes win e
kr\cwdecge T3t is now avalable but on the dasws of Me losses which have been csncealed.
ti would accear Mal the bank has generaled sigruficant wsses over e last decade and may

nevur nave teen profitanie in s enare hisiory.'

hwreponwmemwommzaMa:cnwm mncnmsprcmcedlomesamw

ot proclem cans of some $4 bilion wnich t was propesed would De deait with under
F'nam-al Suppont ATangements 10 be conciuded with the Government of Abu Onhabt.

3‘\

k]

J]

-
-
\

AXUPREV N VIR

s

) (outinq tuncs between aCIIUNIS UsING DOM Ferk ana cwner affillates, inciucing 8C2.
" ransactons. inciucing e DOQUS Telmesning’ of delinQuent accounts. A sucsianod!
numoer of comparues were sel up and contoied by e Mmanagement of Sancsiomm

~agreements with and LNreCorded bOMowNgs TWOUGN WD pamy banks (NC3), and

purchase of own shares Twougn nominees: and use of buy - back amangements.

138 of tha undenying value of sharenoicings in WXYZ lo increase loans in the names

[aise contimapons 10 he exdemal aucitors..

8 ol amount cannot be es@abished
mplex wed of deceplion and becaLse we

b&ckgrwna lor 2 meedng wih ha College of Banking Supeniscrs, we giscussed a8 portala’



. D wert Tansiemed i DOCK valye {0 new CImMoanes (ol (CAJLS&UOH either >wned OU&C n
mna Govemnment of Abu Chaot or. il not, largely guarantesa Ty . In return for e ‘03N
s ransiened Sancslomm tecenved o(omLssory notes genominaled N US octlars ang U4

The tesicua

the legal agreements 1or the ransier of loan assers 10 companies A, Al, and 3

| prowvda hat e oan assers can de reassigned (0 e approornate Sancsiom enuty ¢
the event of any breacn of the wasranty that the 1oan asses 00 NOt vorve any
1CTMty which 18 caminal or illegal ana wnich. #f revealed. mignt be expecied 10
damaje Ne intemancnal repuanon of the Abu Ohabi Govemment. The Abu Chaci
Govemnment has confimed tat 4 & nof its intenoon (0 reassign e loan assers in
queston on e bass of e crcumsiances known (0 4 af present

nsofar as Me loan assers gansfered o Comeany B of $1,016 milllon exceed e
armount of the quarantee of $750 million of the Govermnment of Abu Chart, the ’
Sancstorm Group would tear any aoaitienal kcsses on realisaton. Cn e basiss of
curment informaoen ha amount of $266 million s consicered 0 be recoveranie.

‘-»\4( ‘-

concern over recent years These are QisTU3¥ed in mcre gelald in he appropnale secsens
of ne repon but are summansed below,

[P A

g e F

IR Y . Exocsure at . &somated
< 1% 23.12.1990 lcsses
SR —_—T > m
¥
SR
: f"f}
- }199‘—“&——— s N
R ‘gWXYZ - loans in names of acparent 1,480 Uncuanafaote
) 4 poMnees, with No Lapuity
T foc repayment. Loan accounss
: o nciude cenan ransacoons .
L TR not N any w2y connected 1o
RS - L WXYZ of he named bomowers,
e 3\‘ Recoverabiity gepends on valus
L *2‘?':’3 of 88% of shares in WXYZ waich,
ERN & B oh given tha curment Ukelinood of a
RS - The qisvess sala and leqal aifficulties.
R Y et s Gxely (0 be heavily discounted.
o i
LRl Comony A 148 Ungueanacie
A : t 2
TrpAuLe
O g S
R o ST




b

oy Vw4

- Zecosure at Isama
29.12.15%0 oss
s m :
- fcToous kans set up in connecacn
wilN repwrchase of shases . 213 21
- exiens~e account 135 12
manipulaton resuted
% . in musaopropnanon of
L gepcsits. When these had
- lo be mace goca. ficstous
T icans were Created.
ﬁ * Sh AA Ibranim - in 1585 Dbranim ceposited 154 154
- T $100 million to te invesied
e in Sancstorm shases on a
} g quaranteea rerum oas&“rw\e
‘,:;:,[ shares were ransieqed. ana
3 gepcsit was misaopopxigied. ..
} i:z . On ‘cisposal’ ana Yepayment.
RS B (he tank created ! SRS
' {3 ficssous ans.
oy
1 i“_:“ - Aneex Cil - owned Ly Forx Uvsugn nomines 92 g
Ty sharenoigings. Whilst Aftock
jl T Nag cenan operatva accsunts.
i ese acIaunts are NON-operaine
3 g centan ficuscus
) vansacsons and chasges. ’
554 554
- mcst of lenalng © non recourse. &2 412
Signficant nominee arangements (ignyy

and hold harmiess leners, iNClucing ' uncenain)
aTanger..ants of uncenain leqanty :

N relanon (0 purchase of

hdependence Bank inc and Nanonal

Bank of Georgia.

Sgrificant usa of ncn recourse

accounts for deodl semcing:;

routng of ntemal and extemal

Fopadp ez b e TR T

‘¢ 1 Xed . luncs: ang share ransacsons.
V3 H
;. - .
_;’.;-\ \.qs...s
N w
{_? L%
{; ‘}l
RN "S';-"



Excosure 3t Zsamates
391215 ‘cs32es
t'm 30
. atpeas 10 have aciea n a 249 159
$ nomunee €acacily N respec! rigney
18 of SOCCT. AT3 (3 UK tanx) ang urcenamn)
i FillL as wet as WXYZL
s
% - 3 NONn censaligated affiliate. 125 125
P Exposure refates 10 parked
joans 10 avoid provsioning
angd fcatious loans fcr
deot semcng.
largely accounts of no 201 01
commerc:al subslance sel
up for cedt semcing. . .
1.017 837
o Ten 1,531 |
(35 21 15
spst L expcsute significanty 783
S B SRR ungersiateQ cue 10 use (20) Prowisicns
R R S of extemal funcing.
?.:*sf:?:irg 583 513
& '— i
¢l é"* R
- i " . -
S %; Qy‘gef - muscellaneous bad lencing 8 )
i SN and iccounts Mat have (136) Provisions
dredd sl been marupuiated. Some
7 & ﬁ?‘-—l [ECOVErYy PXOSEeCTs. 412 2
‘,( ) (e {T_: : .
," 2 -, *‘:f" —
S - S ‘ ‘
'./) . P }())“qv )
RN = - o Company 8 1,016 70
i §:§ — —_—
%.‘7 4 {3 X3¢
AR
}. '.g -:' ‘. "’" o8 238 (Le;mt m‘ﬁ:ﬁd
? ."'.‘.'-f.‘; .
;U E, aleged by Z!qoaj here appeas 10 te matenal ceccsit Uakidiies not recorced in he bocks
A PRF OGNy, of Me Sandstorm enutes. Al 31 Cecember 1950 Mese lotalled 2pproxnmalety [$549)
i .;’E'ﬁ?;-- ) and t Is clear Mat here have deen sigruficant ‘out of book” deposits of flucruatng
by g (Naienal amounts for the Last len years,
= - {'.g;‘ *
47"{ o R
<Y AL




A AR T TEHOMES 2 =g T

. Jucaoom lor Sancstom. A copy of our report of 16 June 1991 is_enciosed as an

< z-ﬂ,z alachment 10 Tus repon and nCcluces examples of such tansacions wvubaled by Sancsiom
-~

Ry ok mar\agemerm The nformason n M repon is denved oM a review ©f comesponcencs and

© & N
- frese unvecsiced ceccsa baciiles (&l nlo Wee caetcnes
..,' .-" < M
130 Unrecciced Ceposits wruch can e
Inked Zack 0 reasufy acutwies
/. N Me eanty 1580°S
i (TumCleweeo anc Al Harumy) «“2
Unrecorced Ceposits ansing rom acsount
ek manpulaucn in slamic Business Unit
Yaa (1BU) in UK Region cunng 190 £s
RN Urvecorced mscedaneous depos:ts 42
; i~§_< : 59
A —
e x",‘20 _\The Govemment of Abu Chabi has ssued a comicn ener 10 e Bank :nolczurg tat t vl
. f5 Jlremburse Sanastcan 1o Me extent at Tese latdtes e proven 10 De Gabives of
2.0 -}.z;:,-_Sancstorm. .
NER P Y * These mauers a/e oiscussed in Sectons 77and: 3¢l cur repon. where wilh the excezson of.
: i { . the mscelaneous Aems, we conciude lnar5‘esc feMmS appedr 10 be genuine landites of the
R L “hank. : .
5 . .':g D!
AT 7o ARl
i; \j\;"- REQ((‘K
259 e
}":2 S YWe have repcrned 1o he oreciors of Sancsiorm our concems about The refatonsnio between
4 RREE Sangsiom and Fork and about the involvement of Forx 1 Tansacaons wiich have fnancal

tomu files previousty heid by ma fommer-Chuel Execuuve Officer of Sandstom and hem
N 'htemews with him and Mr H M Kazmv, We have ass had prefimnary gscussions win
‘ T rnernoers ot e nvesogagon leam wno have recenty wated Grand Cayman as parrot he-

Y

“

g s, il

i :‘:: A%@e&p&ﬁﬂyhmmedmmw‘:

(g P ¢ Management ,

nHRRE - | |

: < the rvestgatcn work 4 s apparent thal tha serxor management of Sancstorm have -~

t.b,tped their responsbiifes 10 cepcsiors, sharenolcess, mvesicrs, requialors and to e
8nK IEsell. The strategic cecsions 10 manipulate accounls. and in partcular hew 10 make
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. nhaﬁon o! T[c&suy prefits and use of urvecciced cepcsits s represented Sy Mr Nagw
3. been Ma sole responsibiity of Zaudcin AkLar, however, it seems more kety Mat

d ar was 83p0NaIng 0 Me expectaoons of Abect and Nagv. partCulanty s in ouer areas,
he Gult Group, thers s svcence Mal Nagv was rsuMenta) in account manicylaen as
ritazk as me lala 1970's.

e



10 ammselt MmN 3 CTre le2am w0 were ‘20Cel (8SCOASICle ‘Cr e cr22ucn
Mo! 'COCUMENWECN arQ ‘favcuient aczsual snuies and IUNCS dows as SUOwS:

« SI4 ARDES (Ceneral Manacer ot Grand Cayman rom :526)
\mam ” (acccunt officer for WXYZ ana Cr Pharacn)

* Aqmanc Nagw (acczunt officer Ict Tumoleweeq)

M Azmatuliah {acccunt officer for major cusiomer acccunts)

{account officer of Gulf Group unal he left in 1988; p:
$1.7 million by Naqw).

(responsible fcr the banks relatonsnip wath the Vran
Crcup - left e bank N 1990).

{acczunt officer tor ACham and Jawnary, now leh he
Lank ang recerved $O.3 mullion).

(Hescrot Ucaa,ry ana General Manager of Grang

C:yma'ﬁ';.p wj) Se6)
(GWger ot Barvan unol 19X)

Curenty emgioyed by Sancsicrm as pant of e "Aowscrs’ office, the purpcse ¢f which
$ (0 asss( e Invesogaucn leam wikl its enGuuries.

From the scale and ccmplexty of Me cecepocn it § clear that most of the senicr

management of e Dank. wno as noted wers (ana remain) exvemely loyal (0 Abeci and

x Nagvi, were or should Nave Deen aware of cenan elements of Me fraud. Many simgy

)z Joloweda insgucions ey should have questoned. Falure (0 00780 3ppears (10 have ansen

3. icm 2 Diing loyaity 10 Abeal and Nagw brougnt about by the cuitural background wnere

1 s uninkadle 1o queston eher he President or e Chief Executive. It is aiso notewortty
max mast of the senar management have been provided with significant loans rom the bank

: on Uie basis of previous expenencs are NOL necassanly repayadie on $e3vxng1
qnpwnarW.]
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. We have pamm Questons ccnceming e exssong senior management of Sancstomm as

4

Pnnce ol Abu Dhabi and used (0
repurchnase Sandstormm’s snares rem Sh
Khalig 8in Manfouz amough his
krowiedge ol the ransacicns
.csncerned 1§ uncenain. Ictar accears

537 Y Esied baiow. We have not yet, however, Miervewed ai of them 0 odtain ther versen of
T BRI Fvets. Many of thesa serwx execuuves Nave loliowed insgucions from Naqw apparenty
.‘:- RER iCUt Queston and many omers /e likely 10 be similasly implicated:
Sy RN P
LIS . . .
] S P (Al iqbal . CED (1) Thers is ewdencs of his approval of
,’;é:a ‘ cenain questonadle Tansacicns bocked
' ;‘.# rvough the accounts of the Ciown
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Ceneras Manager
BCC zZmirates

Jont execuave for =747

AsiyMiccie Zasi .

[crmeny general Mmanager

lot NEO

Comcary (1)
Secretary

(2)
General Manager
Euope
UK Regien
General Manager (1)
UK Regen

(2

P
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4 mave 1CIe2ZIel INSILCCnsS N leSTes:
21 fus T.anel ICm NaCa wvdncyul
Juesacn.

Cver e feccao lrem Aonl 1£50 (q
Cecemcer 1950 we Ceseve N3l local
rag sucsianual. il not full, knowieage ot
&t of he maners ceail  mth n us recon
yel Cid NOL CisCise hem. even n
resccnse 10 Cirect Quesycns. unyl muca
later.

Cver the last year he has gren
accbonal responsibifiies 10 vanous
rCMOoudls. NCudIing some of hese
isieg Delow, wnO aopeas 10 have dDeen
rmvorved N fraudwent Fans3coons.

InvCvement 1N cuestonadle Tansacsons
nCuCINGg NOMUNER SNAJENOICINGS. FOrX
:cans ana laise conrdmMmanons.

Fase accounong for loans suCseqQuenty

dfcung 10 te pan of e Cud Grcuo

exccsure.

Azcears (0 have ccnocileg

ncrminee share UaNs3caIcns garcuiany
N e name of W Pharacn tcexked in
Fox

In~vevement in sice agreements uncer
wricd Sancsican capial notes are
feggyacle on cemand.

Was he General Manaqer of 8CP
fcr e penod (1584) to 1990 wnen
rouang of luncs was mast significant

Property ransacoons with Virani booked
n Ne nama of nominees.
Misrepresentapon wih respec: |
tenelicial ownersnip,

Cn nstucscens fiom S Nagw
createq fictuous customar loans (0 cover
up MIS3PErognaled funcs in 1990,

Rescons:Cle Icr he Yran Gecuo ang
aczzuent cfficer for Alloex Cit ang Sh AA
ICrarum.






i g ~zra inCw €M) anager iEU Now waln Al S30i 0 Lorgcn,
' UK Aegicn Zysilied aLCit CONIMauCHs.
r LT Jerdl General Manager C:eancn ol icalous loans o
T heng Xeng finance nominee sharenciCings :n
',. an ariliated comoany in Tnauarg
24 ounng Juty 1990.
e :
E'_ 2 A SicCik Cenva Ctice Booking 7ansaciaons in Fork.
PR (H Mota Legal Cecamrment Craning of audulent agreements.)
FoA R (H Mo S " 3 G '
;A : UK Region

Tha management of Fork. notacty Mr Kazmu, have also teen iniegrally invoned in Me

h\procer Tansacsons and ncminee arangements: Culd@iiYR us Nat everyting ey Cid
ms al the request of Abedi ana Nacw.

h the lignt of the scale ana ccmolexty eonon « & gifficull not 10 canciuce that

g ard failed 10 giscnarge ifs ressonsibélies roc . Nevermneiess there s no incicagort,
> W e pcssible excepoon of HE GrF: m he present Board of Oirecicrs was awe
‘: = ol e major we-qul.a.nne.s wATuN tna Dak.a:n i: ‘eas nat n has been con.smenoy

and owher informadon. The anuc had n

a % : - aﬂagemeﬂ(s gue relancnsruo wath 3 numoer of maor CJJ-SfomEfs and Sna.fenO[OEf)
.h .‘:j .

-

8550 Khalia 2in Manfouz was a cirecicr fom 1986 10 1588 and ‘s implicated in imeguiar
5’0 arsacicns relanng (0 ine purcrase of Mis own snares in Sancsiom ang CCAH.

3

'!

1 upr
a."l’\‘
p

ma;or Icans had 10 be acgroved ty the Board. but il aooears that a sigruficant numoer ¢
v ﬂraﬁccms went [0 e Board !cr aoproval aher cisbursement of funcs and thus effecively
Nxmlcuwg its ccnuol. However, there 1S lifle evidencs hat e Bcarg 1ook any effecave aclo

,Jlo imut or recucehe &XPOsUre 10 INCmcual cusicmer Greups. of monlor the mplementagor

.ol e Ciect Policy. Umits wece onen ncreased afer me event without insisience ¢n
|rfec':«e feccovery acacn.

W -)..‘.\. lll\'fi' BIM
br ety b o

TRU

"lp

= 4E
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1 :Qﬂ Ove«ra: the Bcard appear 10 have been aken In by and tusted. cominant a.no Ceceittul
maragement. in Ma form of Ateci and Nagw.

-‘t

1. ’r:tTha relagonstup between Abecl, ang !aneny Nagvi, wath (he majcr shareholders, temng Ne
‘*R’Jﬁ"@ iamuy of Abu Orani, goes tack a suybstancal numcer ol years, and has been a very
L Cicsa crie. Abed! ang subsequenty Nacv acied as Me Ruler's personal invesoment agwsor
“ano rag hos power of adomey. The exdent 1o which the major sharehokders, and ir?
: .PU‘M nes Boara representazve. HE GF Maznu, was aware of Ma maners discussed id
- L¢mis repent cannot be estatishea) We are, however, inlcued Mat HE GF Marnui ana me
3: Gc»e'r:r"ert were Doeled fully on all e proClems 1 Acnl 1990, notwalnslancing hat ney
. 2owes 758 15E3 aCTTUNS 10 te Anaised A ciscussicrs wilth oursenes and (he Reguiaicrs
Wil SSIISSAG TUS nicamasen. 'n accacn. up uncl Sscussien of our Regon 10 ne '



.ors ana Regquiators of 3 Cciccer 1650, ~E 3F Maznu cconiences thar me ‘cans ‘cf
100 by me SN ENOICEIS "ATUCO N3ve nCw Ceen grcven (0 Se [O(ally dcchous. were
SICCN > ~e(aole.

B

gt 25N )~

e:nave ciscussed wln HE GF Mazrui mis ewn aczcunts with Fork wnich snow nal te

eceved tuncs in 1986 anag eariier from gansacaons purconing 1o be dealing in Sancs:orm

B[l rares where it NOw 18 apodrent N3l he nag no sk ¢f 10s3. He has ccafirmed hat he nas

7/fenefited fom sUCH TANSICIONS AIf3NGEQ by Mr ACedi 2nd Nat in Apal 19S0 Re inlcrmes

2 oma seruor governmen( offic:als of fus vorvement. We are ynacle (0 slaolish e extent i
nich his posiion N (e130en [0 ADedi and Nagvt may have Deen compromsed as a fesull of

mese vansactons dut we have Lecime agware of his confimMmancen of what has now been

Frevealed 1o be & ficolious loan in e name of the C:own Prince of Abu Chabi. ke could nol

fec:)ﬂecz signing the confimanon mat was presented 10 him Oy 1qQoal and suGGesied 10 us
his signatwe might Nave teen lorgea.
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e have also seen creumsianaal ewdence of a grecesed share ransacsen wyith ACA in
1981 on a2 quaranteed refum basis! and an ‘cut of .cck' loan from ADWA in 1588 10 fnance
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'.“nou 2 15@35?1}40 CAPITAL HOTES
CRRETI S ‘ g
iy was esiaolsnec N 1872 min 2n onginal snare cacial Of 32.€ mulion. Threugn 3
of scno aNa NGNS $3UES NS N30 nereaseo 0 $3-S Talion at 21 Cecemcar 153Q.
H 2 m ma( Over e Danx 3 Nisiofy exiensive use has ceen Magde of ~omunee '

] angemcnu “lo finance ‘Mese ncreases n snare cacial, Sharenolaings acoear 0 nave
en ﬁnanceo Doln ovecly Cy oans fom Sancsicmm ang Fork, ang aiso lrom aczzunts dng
y companies under Me contol of Abedi and Nacv, The use of nominee amangements

w ougn Ferx enuties Nas enacled S3NCSOMM [0 GiSGLise ine Cenefcial Ownersnio of snares
éo nas a'sd proviged @ pool of snares lor semng Guasranieed yeld oCligatons ang ower

1 qusrments mc:uomg e generanon of uncs om snase racing.

Ju’" %m_
v .
by
\ J‘.,:,

4
'*o’ ] /

YT

sna.'enolders. mncwaing memoers of the Ruling Family of Abu Ohabi, acguireg snares
274 A, the basss of guaranieed raies of retum ana omers acguwed their shares on e basis of
buyDacx anangements. These seemed 10 have Oeen a pracscs 10 gain Me favour of
. i@uenoai people in e Miocle £2st. There 1s 2 Ask Nal remaning sharenoigers may maxet
pea'caims in respef*t Of icsses ncuted on Sancsiom shares wnicn were purcna.sed Dy them on

sngacon WOk congnues in his area dut as a1 31 Cecember 1930 some (our milliond

shares (40 million nominal} wre effecvesy GerTeq by Sanastomm of Fork Tvougn a numoer -

Q( ‘nominees. Inclucing Shekn Xamas Acham Watg! Pharaon ana Fasal Fulaj. Wwe are = °

‘. n!ormed hat other nomunese snasres wer&ptﬁ'med by Sheikn Khalila ang me Covemment .

-!ot'Abu Chaoi during 1990. If al mesexpuc..ases')‘wefe NCse of NominNees. wNich May well

have been Me casa.’ it would acoear Mat soma £5% of e share capital of SanAstorm was

[ "In Ne hancs of nominees at 31 Cecemoer 1583, wilst a furher 11%.was owned by Fok

.;i',_emdes

v U

2.4 i ‘There s ewcence Mat holcers cf cacilal ncies enterec N0 SICe aQreements withl 7ok wiich
,  prowiced for repayment on cemanc insiead cl in acsircance with (ne terms of the cacnal

‘ nCle ssue. There exsis Me pess:Cility It ne remaning note NCIders Nave entered .o

sumilar amangements.
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FETI0N - % ROUTING ARRANGEMENTS
: = ‘;g- ;11 :
.-

- v.r Na—ms dffice 0 LonOON 425 N6 SOUICE Of INSUCITrS ‘Cf e MCVement of "Urcs .n
PPy acer 10 CTver INe AXDOSUES CN 1ICaN acsouris These oLunGs JENSACIcns were 2des:ied
sy e ceca Cupes” Ze0anment on e nsqucscns of M H M Shewn, Mr | imam 1ng Mr
ZA Naga 1vougn a numoer of bank aczsunts inciucing (cse crvolled by Mr Xazmi of Sor

.33 rom e rCutng Dank accounts alreacy idenafied il is cossitle 10 see thal e innal
#rCansacucns (0cK place on @ smail scaie in 1981 ana remained ‘arly insigrificant unul 1§8-.
3 rmsacxns 10pear 10 have ceased Dy 1950, with e exceceen of some acisunes at NC3

8 end Cl e year 1286 also apcears 10 have been a tuming paint in the metncd ¢!
Qperacon of routng accsunts Wi @ siIgnificant (ecucicn N acavty passed Tvcugn affiliated

S35 Eunos were neeced (0 manioulate Ne recorcs of Ne Gull Greuo loan accounts as weil as &
. ,if’maxe GCoa Mg oeficzencies Of Ne Teasury TPQUCAs and if seems (AL 10 some Cegree
*TiMese wo prcolems were secaratety rrwaged "AXcicse relaocnsnip wath Gull Greuo

B 5 10 “xCompanies enacieg he “spec:al cutes”C {0 0fen 3CITUNIS IN CuS:OMEers Names
. {&, &l 2 numcer of tanks ncucing B8C? unccmoourg !Eev:unry Pac:fic. French Amencan, hacid
<l ‘Bank ana Royal Bank of Sczuand. Sing cale eleven SLCN accounts Nave Seen
+ ¥ igentfieg Ut avalaie cccumentanon remans pa{c:y anc kinner accounts may weil exst,
P Prccer aczcunt ocenng Icams and ccniimalory leflers ¢f cayment inSouCIcns were
i; "procurec em e Guil Greup n orcer 10 aveid 2y SUSTIC:icn aCcut the purpese and narure
"i ol Te tansacsons. )
%
d.g: As.Ce nem ese Culf Grouo Tank acsounts. he ‘sgecial Cubes’ Cecarument also reeced 10

: ~A2'§- generate Tansacacns for owner customer loan accsunis. Relaccnsnics were esiaclsred wiln

A~ BCCI execitves al otner 10caoons wno would £ass £ayments acoss (Newr NosTo accIunts

i L 3pcarenty without Me need for a hull customer mancate. These Jansachons were generaly

3 ', - efiectec Ty lesteq telexes using e BCCI Londcn lest key o¢ on e dasis of personal

] _leleOhcra cals fom memoers of the ceoartment These amangements with BC? Zunch,

© BCCI Span - Maand, KIFCT and Nagonal Bank of Cman ana SCCC were mace pessidle oy
- e knewrecge Nal ey ongunaled hom Me fughest levels wiun e Bank and no couCl e
F St felt Mat Mey were pIOWCING an essenpal service 10 e Prescent's office. The

~ recorcing of Mese ransacions apgeass 10 have been imegular and hey were esther Nct

entereC N N4 ledgers o enecied Ly siNgle siced. tul cempensaing entnes.

377 Transacoers passng tvough Scan, Kuwaill and Cman al accezs 1o have been icenafiatle
10 e ultmaie benefcary of e AuNCS. Rowever, Yarsacaons Tucugn BCP were marxed
‘PAY WITHCUT MENTICNING CUR NAME wiln The resull Tat e rec:pient was Lracie (0
iCercly e scurce of korcs.

e AV )

13

PRUNIA FLN, S



&t 3 AT .
P B TN - -
wms Egg‘(eo Oy managemen! ol rorx acd g ‘unner vnrrenSnon 10 these rceung

c’n{entS ACIOUNGS wele ooenes & =C‘3 ';.xemccwg Crecit Susse ang Naucna

ceass (nal amost ail vansaczen:
cec by memo's of 'eleoncne cais ircm e svec:al cuues® Cecartment 10 Mr

22Ty wna wouid NSTUC! faymenis 1o be mace by rFork siefl n Cayman, or cn Te dasi
L leleohone calls 10 e rancn managers. Mr Kazmy would. € neeced. hen wsit Swigena
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SECTION 4: TREASURY

Cental Treasury was a CMSICN Cf e Head Crica el Sancsiorm Overseas. It wad seq
X - Longon in 1582 10 £romce 3 Cenuaised ang cccrcinated venicie for e vivesument of
1 surpius tuncs generated Ty Sancsicrm wcnowace. Cn 3 Cay (0 C3y £asis wvesiment an.
fQuigily managemen( semMces ‘were rengereq wilun prescited QuiCeines [0 iressury oy
cenual suopon office n Lengon.

Treasury acaviles fell inlo two aisunct tuncaons:

. The investment funcoon wnich gaceo in CTs. veasury bonds and vancus cealing
' acaves; and '
fgo0 e The tiquicity management funczon which utlised surplus Quicity generatea by e
o~ BCCl groun. Any tunos in excess of Me wrvestment (eQUIrEMENTS wera placeq on

Me inter bank markel. The liquicity management huncuons were perfommea Mroug!
he Lencen Brancn of SA uncer the overail Quecaon of 3 manager witin Treasury.

p—
.

L

by dyle

Treasury acuvles were managed Lo undl 1985 by Jauocin AkBar who was 3iso resoonsit
for e Grana Cayman brancn of SancsiaITOerseas. which managed e accounts of a
aumper ol significant cusicmers and sharehloa&s. A Treasury Commitiee ncluQing

PC Twilctun, A Gillani, M Ranman, S{Jarnﬁ'Sadﬁao. Z Akpar, S Nagvt ang A Hafeez was
sef up 1o morulor Teasury acumties. \Tha efl ‘ ess of e Leasury commtiee apoears !
have been compromised SINCe (Nese acRvities ¢cnonued 10 De accounted for as pan of T
Granag Cayman branch and Akbar was nevel caled to acccunt for Teasury results
separalety. Because ne acpedred o te generanng signdicant prolit his acsvites conunued
N an unconoolled manner. and he was grven increased responsibilites in the use of al
surplus Sanasicim funcs Icf Taoing and investment purpeses.

N ]
T

[
[ Yo,
.
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ey e

)

g e e

Akbar appeasrs 10 have deveicped cicse links with @ major customer of the tank. AR Khalil,
T appeasrs that Khail mage tunas avalabie 10 AKDa for Taong purposes on 3@ prefit snarg
basis. in rerum for wnich he alowed AkDar 10 use fus name and that of fus companies
(Razat Associales Inc ang Maram Traaing Co) 10 be used lor vaading for the account of

_ Sanastomm. _Akbar vaded n a numpger of markets. including commoedities, futures and
oplions, and 1o aisguiss he narure of his acovites, ha split Treasury into two as (ollows:

\~"' A""
&

B

L4

Nommal teasury acpes, as cescabed above

~ se s

<

v ~.
L.

Number hwo gccount acoviies. which appear 10 have been cameg out in e name
of paicuar clients. Thesa acowies were prysically segreqgaled, performed by.

. Cifferent staft and outsice he scope of exemal audit on e basws Nat they were lor
- he account of prvale clienrs. I actual fact Akbar appears 10 have been taging in
e name of pavale clients but for the acccunt of Sandstom. 1 so doing he
expcsed Sancstom (o sigruficant nsks and kest consicerable sums ol money.

B e SR :
PP s S5 S PP NENROY-RLIGED < s WLy W ARV I P Y
P [ .' '

-

.5_ -~ Thvough false accountng USING NUMDeS two acccunt uncs, Axbar supplemented profits
- reponed by the nomal vacing acowines. [ orger (0 s3csty grofit Largats. Akbar created a
. numeer of pool acccunts 1 e name of AR Khail which used Cefosits creCiled 10 clients’
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© jecounis, ©0ans Crawn Cown i ine n3me Cl AR Lhaul grc zinel OICMIrent TUsizme!s.
| urfeccrced 0e0osis ana cenam exe: nal ILNCS. No an:mci 'wa$ Tace (0 5e5r25a(e Cit
’X LNas {10M (hose of Sanosiorm.
) ,VZc
(763 - AkDar 1eooned inceasing OrClils. pacutary in the eary 15€0s. Bul N reanty SrCCaCiv
157 ncurted sigruficant losses 0N 000N aNQ {Ulures yacing. F!OM iNVeSUGaUON ‘~OrK 0 Cal
2. A pppesis Mal AkDas wiole OPUONS ICwarcs MONIN ¢nCs and NCTrrecty acccunied (o the
< premium income.  As (Ne level of reaised losses ncreased. Treasury stal apgear 10 have
wntien hurther opoons 10 CoNceas Inese losses anc Generate NCIhous profils. Ywhen Icsse

e

-t a
e

‘ J SA .t wers NCUMEd 0N Closing OUt e POSItONS INey were Not DOOked against the £rofil and ¢
‘{ -~ account. but Nstead against client accounts. togus loans cr e omer unorNcCox SOUrCt
L‘; of tunding noted above. This acowly appeass 10 Nave been parocularty prevaient in the
« _-] £3 yeess 1582 1o 198S.

2 0 3te 1985 the IML requested a review of cenral teasury acuvites by the aucilers.
" Management requested PYW Cayman (0 camy out s work wio in tum cailed on us for
assistance. Ye olscovered Mat sigruficant losses were dbeing incumed on oooon and futu

’ i raging dut were nNOt property recorced. The exposure on open CONTAacs was consigerac
: }ﬂ§ and significant ksses were incumed n cicsing out e posioons, YYe had formea e
: g' conciusion Mat the acccunong MeMods 3copied were Cue 10 ncompelence. However, v
“ 4§20 e benelil of hinasignt, it appears mcre sinister N at il Nnow seems 10 have teen 3
! E" _centerate way (o ficuuousty inflate nes an of the review we did NOl examine e
. ' ,;}v  accounong lor closed conuac:s of premusyea's ince no significant losses acceared 10
L )5%} .-- have occurred - 3gan win hings: g“( we 05v KW (Natl such 0sSes were deing concedl

; lrrvesagauon work [0 dale Nas inCicaled thal Akbar used a vanety of lechniques (0 ung &
-2 conceal e Tue narure of he vansac.ons unceraxen. These includea:
t \
¥
F A muSA0Propnavon of deposis without depcsilors’ knowiedge 10 provice Iuncs (0 aoj
3 nca-perorming and bogus ican accounts, and Treasury losses.

"..‘f"»
-

m:sappropnauon of extemal luncs ceposited unaer tust with Sanostom ana Fork !
s managed on benat of a lew precminent £ecole who are also sharencicers of
Holdings.

 ras e

5 the creaton of loans with No commerc:al sudstance in the names of pecple wtnout
R ther knowieage.

I
5 5o
2% .
§i ¥ A seiﬁng centficates of deposit placed with the Cenual Treasury (without mtommg me
; 2 o : depasdor), and using e proceeds 10 fund agjusiments. |
s
o x ‘ . ' Y
N Si3-0 routing hunds tvough Fork. BCP, KIFCO, SDCC ana other affillales ang turg parues
);{ 2 lo make acjusiments QNor 10 accountng relerence dales and audil confimaton
& ’st cates, whuch wers oflen reversed at a later cate.

maintaining a pool of funds in e prvate named acceunts of Khalil which were uses
i heely by Z Akbar 10 tung acjustmenrs. The tuncs wers never these of Khail aone:
: his ndme appeass 10 have been used only lo c!assity ne accounts as beng lor e
general funaing acovties of e Treasury Csion,
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¢ AkDa left Sangsicrm n 1SE6. sncarv 2ner e ZiscIvery of 10SSeS SN CIuCA TeTing. —e
suoseouenly £roviced S NaCvi ‘mIN & slalement . aruch Ne Sl Oul Ne .0SSEs e 1zg
s 3COAENTY INCUTEO N e3/Vel VIS ICM seasury macing aciviues wNiCh re nag ireciver
&~ hvocen rom Sancsicn Management. [0gener wmin 3 sigruicant Niabon of &e Ticuis C:
;4*_ Treesury acavites.* The niauon of oronts was carmculasy signilicant iIn 1582 1583 ano -
- wnen fictlous profifs were sucpcsecly S1C8 million, § 136 mulion ana S224 mulion
‘rescecavely. The ful statement is anacned as Aogencr lll. For e cenod, 1877 1o 21
© QCecemcer 1585 AL claimed Nal he 1o amount of these 0sseylicious pronts ass
; ;- $633 mullion DUt Tus § Defore acdjustment for osses of $225 muiion COokeo n INe 1585

: N;« 8CCOUNtS as 3 resufl of Our Teasury review.

"?2

“a

Mty

:16 i Whilst the delals of Akbar's statement a/e incacaple of confurnaoon because the ‘ecorcs
“¥-7 hom (Mese eanier years a8 sparse and incomolete. il is Cleas Al here was 3 major
" misappropnation of hunas and falsificaton of accounong recorCs in tne eany 1580s..

Akba! ook cenain gocuments felatng 1o his management of Treasury with him wnen he le
N 1588 he used Tus nfoanayon (o blackmail Sanastom, wrch paid 2 million 10 preven
him disclesing the tue nature of he acavites of Treasury Ohision. Yve have haa no acce
10 Akbar, who s curenty in @il in connecaon wilh he money Bundenng case in Tamga, «
.y of ne execuuves mvohved in e 0ay-lo-0ay management of Treasury unger him.

.3'}-

14 2-</On e basis of AKDa's own caiculasen. 015—52'

.

;(.n'l-l\ .

mulaled josses concealed by him

1 ‘3, i(iIncluCing his assessment of he funcing costs), DY/ $849 million Mis frauculent acowites wo
"" Z‘ﬂcany 1986 appear (0 have teen financed 2s i . This amalyss shoud be veated with
.zzmmmmm(wmh!OMaWofMMm
i g Eungs ylilised
- Unrecorced Geoosits Q0
: éf: Fox managed hunds 259
ke "“a Y WXYZ secuted loans _ 125
7 R BCC Emwates : depcsis 80
Ccos 78
158
Forx loans . 54
Ouwer loans © AR Xhail 80
Ctners JRAIe]
{ 10
% State Bank of ingi~ ' 0
, > BCP Lixembourg cepesits LN
% ; Cther \
&) : —
1,318

733 ol H’C't’ "?I ,\-t‘ »

Y

s

o

Alons Gkt kRNt Sl B 8 ¢
A

w4



‘s acs 207160

Lasses/ficubous Sronts 249

Lzans aoqusied 348

SOCC 52

Frooerces 8

Clher 2"

’ 1,318
_‘X::‘_. L O

v

3'-’>%tn pan Axbar fundec his acawties through ‘out of beek' geocsits (which as exclaned in
3 Secuon 7, formt he basis of the urvecsrged ceposits at 31 Cecemoer 19X).

Rewew of me Treasury poot acsounts Nas incicated that cenan ¢eposits placed with-

3 SaAN0SIoM and its aftifiales. were fouleO INto hese accouns without being recorced as

*ceoosits by Sanastom. Treasury apgear 10 have used (hesa Ceposits as free uncs. witn

ke (8pymMents and interest lunced pANc:paity~ € pool acccunts hemseives. The level of

2rEhese urvecorced 0eoosns appears 10-nave tuctua from $32 mitlion n 1982 10 over $800
‘milfion in 1984, The recucoon 10 $400; mﬂb@a Feérua:y 1686 was achieved througn Whe

: increased use of exemal funds unaer managemeﬁt ‘et Forx entties mace avalacie oy HM
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P A AT R R R LY WY,

. TE - &K
] g 15:%%’:7\&3 maxe vo of sucn unrecoroed cepcsis at Uus bme as summansed Dy Akbas was:
PE ¥ Hoh
ii P y $ m
i
& i : ETumowweeo 248
ETA: L ;;-Gcwemmem of Cameroon 61,
* .'- [ = }'(aJuty ’ ‘5 .'
g 2 Dossafy ' 24
--;§ ¥ SAFCO 18
3.-‘*ShHamOan 5
\J -,;.q":-
e s - t rom——
I el
3 B 400
 cHER 8
R a:. N VP — '
) !..-. -6‘: B
- <F o IR |
T4 §:f Ths Tuntieweed and Al Harty deposits. reman as urvecorced fabilites at 31 December

01990 and o he cument cate, as discussed more fuly n Secton 7. -The omer depasits Nave
_smce besn reinstaled ang rfepad.
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WXYZ secred kans

- Sy June 1985 ‘Ne level Cf SCIUcus crelils funced Cy I AkZars 1CusUTents was 2
. be over,$50Q mulion. There 4SO 30cears (0 rave Ceen @ Need (0 SeMcCe Ceuncu:
0 e 0ooKs Q6 SaNCsSiim (3and Ferk| at vus ume. AS 3 resull lcans ¢f 3225 mulic

" suOCOsecly seculed ON Ne srares in WXYZ were Crawn COWN N June 1585 in e
of:

sm

Khail 47
Fulay N
Shorafa 37
Fujeran / 10
Fuieran - numcereg A/C €8
Ajman 8
--Oubai 11
Oubai - Crescent 4
S

L e
‘These tuncs were acelied in can (o (efinange he accumulated losses of he Treasu.
chvision ($125 million) wilh e remander. Deng applied (0 CMaN DOMTCwer aCITUNLS.
inciucing Gull Grouo (859 mulicn) and Webet Fyraon's acssunt at Forx ($11 millicn).
same ume (25 June 1G85 an amount of m:;)n was paid Ty (Treasury] 0 2renc:

Umitec. a svosiciary of Caccem. 3 cameany [sucsecuenay] ccnmoiled ov Z Akzar: |
UNKNOwWN purpcse.

Cher utlsanons . '

From 1983 10 1986 Sanosicm apcews ‘0 have nad an infomal agreement ‘min Siate
of Incia (SN o secure loans gren Dy the laner 10 Samasicmm nominees. Sucn funcs
useQ Dy Treasury 10 service 10ans in an anemot 0 recucs he need for year end
provisioning against delinquent acsunes.

The Fork managed tunds have not been cacable of icenaficaton dy us, while (e Forx
were arawn gown in ety 1585 by amangement wiin HM Kazmi, We have teen unaci
icenuly Forx lcans of $190 mulicn. The ceoasits ana CO's placed by Emirates and 8C
were u'nﬁsed‘cy AXCar wathout auionsaoon, but, we are informed, have subsequenty b
repad.
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u have Ceen unacle (0 ananse (ne 3C-8 rulion 3¢z c;z.:cn ol [uNCS UseC "l 32race car
30 'Maxe nvesuments v ety 1G858 as noleg accve. F:om cerain /ecIrcs rai o -.us. al
3. Oecemoer 1984 (e panc:pal acpucauon ¢t 'unos 3ccears (0 Nave Ceen as [Cilcws:

" provice cash 1o hund WXYZ snare acgusitens.
“.7 ofien ln he name of nominees. parncuidry
T Shorafa, Khafl ang Kamal Acham. &2
. provide cash (o tund share accursiions in
.« ' Sandstorm Holdings in the name of nominees.
1 paticuiarly Kamal Agham, Khail ang

“GR Pharaon. 135
‘provide casn 10 kund purchase of cagital notes
-n e name of Khai. 3
: imestnents in Crecil ang Ccmmerce ‘nsurance, ,
b SCCC ang oters. 25
;‘_- Cther acjustments of tag lcans 120
75 Unigenafied - : - -8
p <+ Unicenutied cranges Cetween 3T. 184 anc 1586 (20)

"y’
[

»1he main brekers used by Treasury dmisicn wefe:
SN Relco

. Capital Commodity Cealers Lid (Capcsm)
. ‘»,. - Rudgoll wolll
% ."c.‘, Bear Sleans

The nvestgagon team has seen cucumsianoal ewcence Mal (hese dbrokers ¢id nol aways
race witn Treasury at ams lengh, and mMay nave laclilaled AKDar In Manipulaong profis.
n partcular Rugol Wolf haa a separate office 10 dedl witn Sanastomm and appears 10 have
dlowed Sandslomm to have 3 sigruficant overarawn balance at 31 December 1584 (<0
Mmilicn), which was pessicly useq 10 concaal losses/parx’ labdies at the 1984 year end.

R

P L)

.".J, \‘\%

N o

B ’% ] ‘
M 424t

{1 . Capcom was established in 1584 and rapic became ore of the most signficant cr he

N E - brckery used by Treaswy. s inlal snasencicers were dominaled by major customers of -
- Sancsiem, inctuding Khail ang Xamar Acham; and scme 7C% of its share capital was

reGisiered in he names of pecple for whom Z AXCar was retaned as adviser. AKDY cuied

C«ioxm on leawing Sandstenn in 1986, as aid his ceputy M Saghur, ana sutsequenty

“beécame a srarencicer ang alrecter. Cespite an apparent €essanon of tacing finks wn

L4

ia "Cagcem at e mogaocn of S Nacgw apcarengy on the acwce lrom the Men Grouo audilcrs,
a1 MO paymens ol S5 mufion were mace to Cagcam in Marcn 1686 cut ¢! (exermal ‘uncs) [Ci
v LM
S whulh 1o dal.lily lor recayment was recorcec.
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n. mzano)nax T8 Grouo's tanking retascnstio wn ne Guil Siouo Segan n 15732 wner
eceq (elanvety {arge 0eoosits with Sancsionm in Luxemoourg and Loncen. Trere s unlfe
7 12X ;t:le evicence of owner business unal 1976 al wnich me race INance lines ang 3ucping
. wefe coened Ly e Grouo. Even a3t dus Ime Te scaie of Me 2ank's lencing 10 e Go
p was sigruficant in relauon (0 its caodar dase. g e relancnsnip decame cre of
1 rgecencencs. A summary of e Nistory of e Gull lenging i (613000 10 e cacual dase
-f.} s .o(m IS snown al Appenox [, There  ewicence Nl he Gokal broners used Yus pesib
a lever 10 oown shon-lerm tunging ana reoayment cf non Sanads:onm bank cezt.

ts were moved 10 Grand Cayman. and in 1978 wnen 4 tecame aoparent at me Guil
Cuo'up was in financia aifficulty S Nagwi and Hasnim Shaikn tock Girect responsitility for e
ICCOUNts. T appears Mat account manioulaoon oegan 3t s s3ge, and 1o Tus eng 3 ‘spec:a
fuges’ decemment was sel Up 10 overses (hesa accsunts. This was a ful-ime occupaton wn
f? QyQived ne manufaciure of gecumentagen. inflason of acssunt UMOver. cenceaiment of funcs
elC ana ivorved scme 750 accTunts Jver a lifteen year penod. Tumover i ne pencd wi
Q e $15 tillon! -

an gemen' in cellusicn with Gul! userr'sophm g mewces of cecepton 10 conceal luncs

Inctuding: (00
b- -o\. A.- -

use of Gulf ‘benk’ aczzunts wni
numeet of actIunrs (garvcularty 187

funcs ang then recistnbuled Tem around
10 1G83).

ransiers between Cuil iocaucns n Cifferent -ams Jf Me weng 0 create Lmever anc
WDEN CeCl semcrg, parucutany just Cefore year encs.

.

cIncul acscunts at externd Tanks. uncer e cinoct of Sancsicm officers (fargel ane
1685).

funcs vansters rcugn BCP ang NCsST0 acTunfs at vanous Sancs:icam trancres.
,', use of exCessve inlerest and chasGes 1o prewice profits.

The tank televed at e lalure of the Gull Group weuld have crysidlised large Icsses wnich
wwc h3ave eroced Mé bank's capital tase and put iLs very surnvival in doutl To aven Uguidan
ol e Gutf Group, it would appeas that Sanastorm wemed very cicsely with the Guil Group

. management 1o enswe Nat Mird pary Oank flaoilites, many of which were rescheculed in 1584
Lo 1588, wel6 met as Mey lel due.

-me~m:«-o~%
Wl T

( '3
S. 5 x8y the eaty 1580's he posiicn of the bank was so comercmised by its rellance on the Gull
,G(OLD N3t Mcre comelicaled manipulaton was necessary.  This urvehed e use ¢l external
hunc's managed By Forx enttes. In part Nis was achieved Dy 10ans Grawn Cown in Ferk wath ¥
Ancs reuted 10 Sancsiom, with such icans beng regad Dy Shcr-len offshera acscunts teing
Cra~ncown N Sarcsicm. In acciten Fork acgears 0 have utlisec cenan exiemal Ancs

avaialie 1oL Sueh kunaing was most significant in e cencd 1684 10 1586, -
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' m.k emcxc«ees HOfKJﬂQ wil Mt \lac\n nave ~Cw (ec-e2:ed 1 CealeC Inarns:s ¢l e sxtern
X lng vaisad walhin e Cull Croco aczzunts as :cicws:

g Cutsiancings
i A «+ . Orawcowns  Recavments \nrerest NS0
2 1 s m § m 2T s
s 981 - 1583 160 72 130 218
3 ys.3 . 13 ¢i8
348 185 ¢ 250
300 237 §7 180
128 15 &2 165
5 &3 15 3 71
S —=3 ‘ — —2
]5,::;._ 1249 224 395 1129
-
.\.;' + .‘ R EE———— ———— E———
s€T -
2o Net orawoowns o -
A‘:‘;.—-:.
YRS anamns Nas not Leen cazacle ¢f venficagon anc musl herelcre be reaed wh c_auncn
X QN€S an ncicacon of he ukety scale.<f” anipuiaton of e exgosure. .
T PENAL PRI
. 5.8 COroing i0 Ne aNK's recsrCs Te w:acz@rco( e ne( extemal funcing (exciucing interes:,
T _{_. Wwas as fcliows:
H ,; R
% -'ké-‘-- : | o
RO Recuczen in Cull Zaciives 1o Twa parves 57
. - )
< %
T ; Recucion in Guil tacuity 1o Sancsicrm . 188
v e .
Uztiiies of other zomcwers @ Sancsicm £2
AR i-‘- i 25
:'4’ - S:i D -
Ti 5972 The rcutng of luncs acpears (0 have teen TVougn e Iciowing enoues:
' SR & EL s m
‘ Pl ke
21 Y%: o
- LR
SR ;:"SarCs.om Alfllates . BC? Zunch 5
: li'i BCP Luxemoourg 164
- ya5 - BCC Grang Cayman 168
;u,} BCC Llonacen 7T
LR BCCl Span | g2
N 3 ' NEO 95
R Ctner __Zi
£z
C3
2'9
1249

71




aocve a‘r{gfvées have el 10 Se suCsianualec Tur gve 3 :enerdl cutiine ¢ ~ral 3z-osars
3 Ua!ucu_ec.
:_'3 I <
.;3.;-_;-. adg e f.] amounm
‘-..": 3z ) ;

‘ot
[

Y43 ﬁmnc.ai inlcmmacon, faise nsn'ucaon leflers alc. The reiatonsruo of hese parncoiar =c~ounr~
: é«nm the Guif Grouo was finaly acxnoweoged by Sancsicrm and nNe Gokals 3s 3 resuill of e
fofr k force nvesoqauon n eany 1990 ana Guil assumeqg resconsitiity for 73 offsncre acssunts
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f aﬁe"eo U\at "Sancsicrm nas acsuireo a I3.6% .neres: cumendy NICUGN 21GAL “Cminees,
ihe uiimate nbong cvmcany Of \ne Fust Amenm Sank (FAB), e tasgest canxmg

: Nlerest appears 10 have taen oolained Jvcugn Sancsicrm ¢ its affitialed ccmeanies
Qranong jcans (o cenan promunent MiICCle Easiam nomouals will which 10 sutscnte for
% shares in WXYZ such hat Nagw of Ategi incemnified he snarenoicers against any liabiity

. {or the oans gisbursed in Merr names, in rerurn for wiuica e sharenolders gave Sandstomm,
;’ ‘gvough a vanety of share ceaing ana anomey arrancemenrs. authoaly {0 tuy ang sall
J:xi ‘shares in WXYZ on thew benad. These ncemnipes were usualy in e name of Fork.

'2

The legality and effect of e vanous nominee and incemnity ATangements s cearty

« : uncenain and a mader 0n wnich legal acwvice wial neeq 1o De scugnt in oroer 1o ascenan he
| uiimate beneficial ownersnio, Cut prenminary legal ocinion wowd Suggest Tat he regisiereq
}na!enotcers 00 appear 10 have teen ncminees, .

' 4: \$.l e td

e

-

;Sancsxonns lormer management have recresemeo 0 us nat the artangements were 1N the

“foan of a-‘merchant banng’ vansacicn { arways 3cied 3as a ‘sleeging panner, at

7 " no dme using any voong ngnrs ¢f exe'c:mg any ccnuciling nduence over-the management
} of Fus; Amencan. This aopeass 0 nave ge@a.lv been e case ahcugh we have seen

T evidence {0 Ne effect hat AH ALeQi was: comw/d Sy Clarx Ciiforg in ha recuitment of a

" senuor execulve for FAB, ang cenan CURgy pesprinel ssues.

e
'

H's:oryolo-perawwsna'\ebs

lh‘(.,nla ,..4.,,. .
d"*‘(x'\ —‘\'/r'. p,a A..

ln e earty years of ifs oceraccn Sangsicam ocerated Ywcugn 3 numeer of tranches ang
7' - agency operagons. Management Nowever percenved Natd Sancsiorm was 10 acheve fe

- slarus of a global tanng organisancn in line with Abeci's vision, it neeced suCsiciary

- operapons n e Uruted Slates. 7o Yus end 3 numcer of unsuctessil aRemers were mace
lo acguire 3 bank in New Yorx. :

o

3

o
c OV s

v Non LN ]pJ:\‘.

Thvough Abedi's contacts with Bent Lance, FAB. at nat sme FG3. was idenofied as a
. .1 ..suilable acquisiion target and in he penod from 27 Cecemcer 1977 1o 10 February 1978
: - ¢ .some one million shares in FG3. reoresenung 18% of e orcinary cacital were ‘acquired on
’ . - benalf of Sandstom in Me open markel Sancsiom cintenced N3l Nese shares were
7 - purchased on behall of cenan yrvesiors lor whom it acied 3s vesumen! acVsor. We have,
7 however, seen evdencs 10. suggest Mat Tus was nol e case and Mat Ne four ivesiors
; were used 10 keep INAMCUA!l ownersnip oelow S$% ana (0 ensure Nat Sancsiom's name C)c
.Not appear, :

'.1.
LI {

.m Nvesiors were:

7, Shekh Kamal Adham

s Faisal Fulag

Shekn Sultan bin Zayea (suCsequenty scid 10 ‘AA)
A Darwsty (on behail cf Sh Mcnammea tin Zayed)
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'-I-“' - Kamal Agham
- ;f' " A Darwisn
J .‘;if ‘ Fulai]
I Pl ADWA
$of Slock (Outa)
T A c—Crescant (Cuca)
l X - AR Khail
R - Mashng (Fievan)
-7 *} “Sh Naomu (Aiman)
l ',f;;::} . Srerata
: - Cabazxra
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- Gulf Investnent Seal
. Estate Co.
Real Estate Cevelcgment Ca

nilal subscacton
Rignts ssus
RiQhts mssue
Rights msue
Rights tssue
Rights ssue

No of
Shares

19.00
13.720
7.180
8240
8240
8240
8240
7.€60

100.000

;ner various legeral and siale Cankng 3n0 regLiaicry 3CIroves.
7G38. a tencer orer ‘cf Me remanung F23 shares ~2s mace Sy St .Amencan Circeraucn
(FAC, on 2 March 1$82 ano cInult of FCS was securec sty WXYZ.

X3
247
129
14.8
14.8
14.8
14.8
13.8
27
1.7

s3

S
1.6
1.1

rm———

1&8C.0

P

agreemen(s vin ne =2

- -

wiThe inal cacital conmcunon into WXYZ (inciucing e ongiradl nvesices’ 723 snarencicing)
R £.§1€0 mulion ceing 100.CCO snares at $1.8C0 eaca s.cscnCeq as [Ciucws: v

191

13.7
72
82
§2
82
82
7.7
7.3

e.2

100

+ Since tnese nitial SUCSCRCacns wiere Nave feen a NnumZer of AGNMS issues by WXYZ as set ¢

No of Shares  Pace  Amount

00st $XQ $m  Man curcese
100.0 1.8 180

16.7 1.8 0 Cass A shares
38.4 1.9 7§ FAB. NY
67.7 22 150 NaG
473 2.4 115 NBG ,
18.0 28 50 Regay loan from EAll

2891 800

25



v tn kbl At oams s —_—— e —

fﬁ%'

S -+ SO ‘ar as he e:Chl 3AYUENCICEIS wN0 wCUId 3CCear 10 T€ rCmure2s ‘If $3nCsizim Sl Tanx

: i % % ‘concemeq. MMOst 2 St v Ningl aNC SUTS2OUEN( SLCSIICLCRS Gl ICAIS SSies "ave cesr

T AT in0ed by qisoursements TCM SarCSiCiM.  \MICS( aave te2n fUnCec fCM e acminaies .

R o '.;féac:;.ums WAl 3@ few. sarucUiyly N ine earty €80, frem oWner aCITLAIS. nILCInG me Treas
it pool accounts . '

- T

5_1?_~ Al 31 Cecemcer 1690 of Ine ifieen re5isiereqQ sna/iancicers, eiGnl =CCear i0 NCIC ey shares
<7 nominees 25 CUCws:

A

'.',

oot

1)
{
{
\ ' _ ——
¢

lMl

Tolal Issued shares . 289120 100

gl Al e
" .

- No of Lzan Caerca
-// A Shares * 3T
::_J.- .
, v—i - Possible ncminees:
.} fonham 170
v Fula <3
] 1 - -Shorafa 210
F 1.3lr Masnnq <
A~ v2%- Hammoud 79
i © & Naomi Q-
-~ 4 AR Khall 123
l L. Jawnary ;
: u 1147
A
~ P17 Burera
. F>
- — —
o *..% . Cmer snarenolcers ,
l,‘ B2 K fAcnam Corperauen 7.410 25
i > ’g_" ADA 19.141 6.5
Y F§o Sh Khalila 28.741 99 .
A\ U EEISh Zayea 23,994 11.8
NS § D,C Ciffora 2.295 0.8
l : -.;25R Altman 1.197 0.4
l, £ 92.878 2.1
N
Y

S Jhe sharas heid by Burford recresent the shares repurchased frcm Sh Khalid tin Manfouz ur
g 118 lenms of a buy-Dack agreement ncminally with MasnnqQ and guaranieed by Sancstorm
mOverseas. This repurchase was efiecied mr0ugn paymenrs o Mantouz in Cciccer 1589 anc

NRA
[ NGRS PR VO

M‘A




“d.

-4 4‘hc IMOUNts "3“”9 ceen A0, &iNOUGN N IInsiceraucn ‘Cf sNASES. were CEeTHEeT ‘0 new
¢§ ,Jiccouns n Maniowz’s name. Civen Ine mewrcs sv wrich (NS (ECUICT3SE was 2flecieq, U
{§ _ 'c.,m;cefa"te UNCeEanty 35 0 e Cenencial Swrers~ip ol ine snares n ‘WXYZ -eqisierec ir
-2'4: = name of BuUMOrg WLICUGN we UNCEISIand Nl siacs ~zve ceen mitialed 0 Tansier Ne sna
Lif e Cepanment of Prrale AHaus 2s CCMEenszicn ‘o a ;i1zc2Ment 30SJ(0E0 N0 Treasury
L P oyears 3Go. « -
6'15 The acove ican balance reccnc:ies {0 iRe 2mcurss taxen cver Oy Comcany A as (Cucws:
- _
f 13 | "
S -
}:{ Lcans as apbove 1417
' % Y Agham Cocporauon 15
PRI WwXYZ Cebenture 18
b Towl (o be assigned lo Company A T
~t -
l S Nomines amangements
.l R f_ ;The evicence of the nominee relascnsnigs vanes =ul ‘ypxcal‘y ncluces one af mcre ct nd
[ folowing:
¥ .
[ o Holg harmiess leners _ B s
S Sgnec Dut Dlank share rans'el deecs.. - N e
,- gq- v Signed but undated ana tlanx p:osr\f@_ymles
[ E&oor Shae deposit agreements  \Eiina
L << AR Legers or agreements goveming e =duven of WXYZ snares
B 4 A Powers of Aomey
I ‘{ LTin Agreements covenng Me £ayment cf fees 10 snarencicers.
L R

@These docm*ems &e often n e name ¢f Ferx Cverseas of HOICINGS, abeil scmeomes SiGnt
2% by S Nag. The erfect of {nese amangements essannaly acp2ass (0 D& Mat Mie aczunt no:c
- werg incemndfied against any liacdity lcr e loans Tut have no enclement 10 any Sreats acs

B 3 = hom me unceryng vesament in WXYZ

s >

: Jne nominee shareholcers appear (0 have recened lees in resgec: of New semces, cnty Som
L=, .-_‘,Qo! which vwe Ngve been aple l0 race:

x F P8 Fulaj $100.000  pa 1586 - 1589
N f ’ $506,000 on 23 August 1950
3 '_ -:.' - g .
l\ L - R Shorala $300.000 on § August 198S .
g ; - SHICY pa . in 1885 - 190
P ) , .
L . ﬁ- <& Sh Shargj $500.000 N August 1585
3 é 8RN0 pa in 1886 - 190
R ¢ - IO s in 1588 . 190
hiAE $42.000 in 19%0
T - SEN :
'{—.:g f- Khald . $1 lo & million £a for use of tus name !cr Treasury racing pumcses
7o ‘ ‘ (uncomcbaratec)
i el & $15 millicn in Juty 1687 (Scurce nct icenaliec)
P &
IL* v M Hammcud $1 milicn pa :n 1G€6 - 1990 (Lrczrrcecratec)
~ Yy = L“l
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: ./]" [', "u‘).\o

S
C e paccion. ayments Of 315.3 milion 2nC 53.2 qulica respecTvely ~€/e Taig ¢ Sh Nemal

ﬂ 4cnam 3na Sh Naomi, fUCOCSECH N CIASICRIAUCN “Sf Ted CHGIfdl SUSSCITUSA 31 shares «
VZT YT sius oled Lo Wnlerest. ACTMINSIENAING Tl Fie itares SSAUNUET 10 Ce regisieres i o

s };é§ naTeS. " .

:\i"‘ r"t ’

;{:—'%f{;- s Usa of WXYZ acoounts o oher purpeses
¢ 5  Sancsiom management have used Ne secunty orfered Dy Me nvesiment in WXYZ 2s 3 me
SR (o
.
© 5 (1) cissurse funcs for totally unrelated purposes. in pamcular 10 aciust unrelated ican
o acssunts 10 avoid the neea 10 BCoK PIovisicns.
EC .
K i (@ generate suostancal amounts of ficttious NCcme [0 ennance Sancsicmm's reconed. £re
(35 . | .
;6121 _ This has teen facditated by the fact Mat e investment has increased in value over ame.
L7 - callowing c30acTy for exya ICaN CrawCowns Mace cCsucle Decause Me account heicers were
fj’ ndemnified aganst any llacdity for tne loans. 10 3cciicn 2 sucstantal numcer of new shares
RS

=3twere SSUED by way Of NGNS Ssues 3l nel assal vaiue Terecy £IOVCING 2XCESS Somewing
~y7 .
7 2¢ CR0aCTy, WwIuCh was S0 vthseq [or cuner purposes.

S pSAEE .
ax.The lotal amount of loans. sucpcsealy secued anyne srares of WXYZ &t 29 Cecamcer 169

-

~ bRy e effectve cate at wruch ey were ranstghad lo Campany A Sy means of a suo-cancicas
S B ‘j‘:"-_g.._agreemem cSnciuced on 22 May 199N -¢f ST.48tilicn, noted 300ve. was Mace uc 2s [0lows
I3 '.j';', ‘% ' \ _ \';_:'. .'-::- '
x.- . ":x,z.z: Sm
f %{_E:uiry cacial subscacoons relapng o
2 B4 S homines sarenoigers 307
T i Cher WXYZ caotal contntuucns .29
Y] : ..‘::.:‘2.‘: .

T AN
; . -,\ ?‘F.‘ 34 RIS

. Do Snt -
1 A5y
o 3 <$oda sevicing of non WXYZ loan aczounis ¢}
7Y E3S Servicing interest on exemnal DOToWINGS 57
R AN Oner gisbursements 83
AS b less: receips from non WXYZ accsunts (214)
LinE -
] et~ '
B e

,‘:}I& - ¢
LSRR 2 o
U —

t‘.' K N

].‘ 1357 nterest anc account enarges 573
] - :1{' “k‘"’(
Yoot
] ) ? < x/ TO[&’ 1‘50
- :%;‘l L -
S N



D4s ‘ar as me 'AXYI @xCesures were SISC2AMEC. Tvoanue Of ‘e ACunee (Zngamenis ing

(ac: Mat Sandsicm heid 5igneg srarz Secssi eg‘e“me'\(s anc ransier ceecs. e s-ams :

§ o agam sucperung Me vew Unat e Snares were Ne:Q 1 a ncmee 3Caciy.
> ~3 .-
X0 -

?2 ;..\Non WXYZ cisoursements may Ce anansed Uy DCICwer 35 CiCws:
P 2
2 k‘;?'— S
3
1 2 = - .
R Sh Kamal Acham 15.3
Faisal Fulay 161.4
' Sh Sharge - ’ 6.0
Shorzala ’ 1.8
: AR Khall 47.0
i Sh Naomi 25.0
PRS- Hammoud 12.9
B Jawnary 10
'
s 94
1 \z‘mese were CLSDUFS&O as lclows:
34
s i .’; ¢ m Zcaower
M - S
ey é(w]ustmem of non WXYZ aczzuncs June 19€S 191 vanous
TierES ;}R ecayment of SNC3 loan Sec( 1950 53 Shcrasa
R ,,& gpayment of SNC3 loan Cc: 190 128 . Masnng
<+ % f&-ARepayment of SNC3 loan Cei 19K 120 Futa)
?;‘?' ~Repayment of SNC3 loan Cct 1950 78 hasang
RS S i s
13¢ —_—
'3 599
i

crawn gcown N e names of Khall, Shorala. Fulaj, Sha:cu ang Naomu logether win accmonai
l.mounrs drawn down in the accounts of ne Ruler of Oubai (S 25 million), SH Sharcr ($10 mukor
and SOCC (88 million), were paig 1o Hasrum Shakh (383 million) 1o adjust a number of Guit
G!oup aocounts ang to I Akbar ($142 mullion) 10 acjust vanous Treasury pool acscunts.

2 NOtwithstancing hat thess drawcowns had Noting 10 CO Wit Tie DOMowers Cencemed.
oonfrnaocn eders of accsunt balances cantnued (0 ba recenec Ty us as aucilers.

-..1



n SeotemcenCeicoer 1950 .ouf ‘cans [olalling St millicn were Ziawn COaN 0 Re names
cwbﬂ =1 e WXYZ Sorcwers 0 ‘ecav ICur Tars iancusy grarec Iy SNC2Z2 0 Sancsiem
(:Oversezs wruch 20 NCl Ceen PICCElly 3uinCrisas, Tnesa werd rCl reClrCced N e TOCKS =
- tinac Deen useq {0 semvice anous SANCSICIM ‘Can 3¢cIunts tefween JUv 1586 an0 Acnl © %3¢
z 'w‘v rr.e, we'e N pan secureo on (0% Jf e shares n WWXYZ arg casn ccllateral giacag watn S
f‘z galvan. Notwilnsiansing Nat e funcs di2c2g ath SNC3 were (rere s secunty lor Nese
_;" oans. Saacsicrm management reoresented (0 us N3t hese weré SCNa Ace Dank placement:
’ 4&;m1 we’e cocnfimed as sucn 10 us Zy SNC3. “he coiusicn of SNC3 ang ils owner Sheixs

. ;5‘ : S0 Mantouz n e raud percevatea on Sanosicrm accears (0 have teen a maicr 13
I&T h alowing 1 10 QO uncelected.

DR INIVIRTATS] - ' BT 5ot o

avielh

eresz ad cr.a:g&s

8

Qlerest was levied on Me aczsunls at troacly ccmmercal (ates (1.5% 10 29% over US3 L&l
1 1N N accition, to bocst income funner, signuficant management charges ana lees were aso

by

SREPRVING, G99 WAL VEVT PR

l th leviea. These lolalec some $150 million in the eignt years 10 31 Cecemoer 1990, and 10 gm

u F-53the aopearances Mal e nominee sNarenoiCers were agreeacte [0 Me chasges, lerners arafteg
A;’;' St ran mam, Ngicanng acceorance were penocicaly odlained and prewded 10 the aucitors
7| SR
< 1.3 The otal income booked in respect of he WXYZ ican acssunts was $573 millon and s a'\
Jel 13‘ ma(ena! sem o Sancsicm's purponead prefitacility cver e l1ast cecace. it s fcung that he:
4{, ' ﬁbanx goes have a oenenca interest in m c:assificaucn of the caiances as leans anc
z{ 5 :
AR
T
2-c.r
e IR
PR~ == es [0 wriCh the vanous 10an 3cISunls were Zul. Nacw infcmns us Mt i was nct u‘ul 18&
cgw ASNat Mese accunts were manicuialed ICr olner SUrCoses.

',;6 K Y}.MI Naqvx was inibally assisieq by Z Aktar and. ‘rem 1583, Mr Imran Imam who exercised can

: Ove! T8 3IITuUNIS 0N 2 Ca3y 0 day basis anag inbaled many of Ne lrauculent Tansiers ol func
‘;*Pmd took entnes. n acciion because of Fox's iMvCivement :n ‘Ne nomunee refabons~ics ang
) ﬁec,ueq( vansters of loan daances tetween Sancs:icmm and Fork, Mr HM Xazmi was cicsety
. volved.  Clherwisa, Mere s no clear ewcence Nat he otner sialf wno were iMvonved in gmng
£ ru fecemng INSTUCIONS, were aware Of he Uue nature of e acsTunts of Sancsiom’s
12 ,-.re'aucnsm,, wilh the account holaers.
%f %t
632 Generaer e borrowers proviced aucil ¢SnNAMatcns however it S NCw clear hal held hamies
,‘3 &eners wers also Jdespalched, and Natl Nere was an crchesyaied atempt oy e senior

viv - management of Sancsiemn, wn e cclusion of Maer cusiomers and a tird party dank,
X .t decene the audllers.
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‘JHR::CRDED QE2CSITS « TUMZLINEID AND QTHERS

3 zo}m s—)rc’t‘aoonsruo s TumCleaeeq cates zack 0 e 1aie 19705 waren nter Szpx
'. 2 ozances were laken Dy Overseas’ Sgoypran crancres. When in 1SE2 Cvers2as scic ds
mes e :m: newy formed affiliate. :C\, Mist. Ne saje C10 NOl :NC:LUCe e vanrs:er of

ncleweed deoosts of $171 mullion as s size '~owd have grven focal cacual scecracy
oclems and because Tumoleweed wanied more ccnncenoanly. ACIIICINGry, he
%cemenrs were transierred 10 Granad Cavman, aitnougn e CLSIOME! (e13U0NSI0 Coaunuec
%10 be mantanea by 8CT Mist. The ceaing operanon in reiaoen (0 Tumcleweed was
pedormes at BCC Misr by an emoioyee of Overseas. wilh ransacuons noufied 1o Lercon
tw'so delermined the accounung [0 be effecied in Grang Cayman.

17.2 ‘The nature of hese ransacions was fcmalised in 1583 when a conract between

iTumcleweec ang Overseas was signed slaung Mat Mnese funcs were 0 te invested n

~commooxtes in accrgance witn lslamic Law. Allhougn gaces [or spot purchase ang
forwarg saje of commoaqities are aways cuoted Cn each ceal we Nave seen No ewicenrce 10

R ~suggest mal e bank aciualy entered ary COMMOCHy ¢3nTacs. Yielcs equale 1o tem
; ,ceposns
a

We e lold mal there is an uncerslancicg TEveen Sancs:om and Tumoleweed such al, lt

-':augcteweed neecs 10 mihcraw huncs.2 shomrnay ce il can €O SO interest free wathcut

«Q{reramng 4 deposit, Al @ later cate Tumoéemaed waI reCiprocals by placing an ecual amcunt

> We{est free [or e same penod. This: :3greement iwas aoparenty parculany benencal (o

nTumOIeweec 0 e £3ypoan banking cixs- N 1589 wnen two S22 mulion nierest iree

, ‘ceposms were made ang me Grouo amanGed sicment ¢f ocllars 10 E5ypt 10 enacie
wmbleweec 10 meet s cusicmers neecs.

oogr &

g z" ‘ v
:o\ ° t
: 7.4 ,2 Nn‘ougn e danking refagonsnio s sull maintainea ty 3CC Miss the accsunt has seen
i ;-'f conyoied. since Me resignavon of Z AKEar. Ty Mr S Nacw's cenual leam. Since "$88 e
‘ s 3 Dank have employed 3 former govemcr ¢f Tumoieweed 2 a ¢srsulant at a retaner ¢!
{ $75.0CQ per annum pad WCUgn FOrK.
7. 5

1 From e dme that the acccunt was tansiered 10 Cranc Cayman in 1682 il aopears rat al
+ 3 funds from Tumbleweed passed througn Me Treasury PCcl 3CCOUNTS and were an niegral
Qpan of thhe manipulaton of AuNAs wathin Treasury up 10 e resignacon of Z Akbar in

= February 1988, Over qus penod interest paid (0 TumCleweed on as placements 'was nct

-3 expensed but inslead dediled (0 Me same Pool acscunrs. From 1 March 1586 secarate

< pool accounts lor af Tumbleweed Tansacicns wers estaclisned, afthcugh as prewviousy,
..,hleresz contnued o be gediled (0 he podt account radher han e profit ang less aczsunt.

Y4

[

htial}y cn e cosure of he Treasury pool account it agpears hat an aflempt was mace 10
reinsiate- Tumcleweed's deposits, and $1939 million was injecied nto the Tumbleweeq
f 3account in August 1886 (Irom funcs uncder management with Forx], although wilhin 3 few

i ¥monns mess Auncs had agan been uolised !0 serce 10ans and make cenan gayments, as
!otlcws

178

1)
Af\ e S e Ay A ""I\Y‘ sy e S
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sercing Of ‘oans a3 3C2, Farx £
ano SCCC. ano cavment ¢ nteres:
cn 00aewinGs rom ACWA irg SULTA

0 cTnneccn wuh (eourenasa of ’
saares frcm Sh Mathouy

57 Cena Eank Cano - SCCC 2
778 - Guif Group 1<
Repayment of a Fulaij WXYZ related Ican 0

.....

T “iomermse unrecsioed Cepcsas as loIQwss

o _"

“In reviewing me Tumoleweed COC! ac..oumga noLe:: a numger of payments (o remnsiale

. .Slate Bank of Incia 3
- Sauci Aratan Ferliser Comeany 18
Sh Oossary 25

. Min:s:y ol Finance - Camerocn 5

~. NADCD ‘ 2

N

j_; The balance on Me Tumcleweed acz3unt in the bocks of Grana Cayman has since 1586

- fluctuated Setween $100 mullicn overarawn ana S50 mullion i ¢crecit. We have been icld i
+ the account was manipulaled 10 ensureg Nal NG bajance was 2610 of insigrificant 3t 30

B Sep(emcer ang generaly at 31 Decemcer each yedr n orcer to avoid it being cacsen for
" confitnanon Dy the exiemal aucitors. This was he case n 1986, 1987 and 1989. h 1388 .

~.< balance of $11.3 mullion detd was cuculansed ang cenfirmed ty Tumbleweed: but Tus had

agan teen manipulated 10 equal an interest free placement Sands:iorm hac mace as pan of
e tack-to-back amangements.

N anaysing ne tramacdons detween Sancsierm and Tumbleweed over the last eight years
we have reviewed over 3,000 Tansacions and agreed hem (0 deal slips of telex
cenfimatons. In adaiton, of he suppesed 37 oulslancing deals at 27 September 1950

confmed o Mr Naqvi. we have tacea 85% by vajue (0 Me caginal receipt of uncs ¢r e
st of ceals vanstemed at 31 Ocicoer 1582,

33
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R nist MEre &g UNUSUA le3iLres 3CCUL e Tumoiewesd aCTIunt -« 2CCESIS HTm e

v} fumoteweed financ:al siatements Nat scme 2<% Of S (0131 3ss2ls &/e DisceT "win
ATeanasiom, and seme 3170 mulion re:a(2s Sacik D Tre-1982 - JOes 2ccexr il rare s
sxgnbcam fapdity i0 Tumoleweeq 'vCh “as A0t Seen reccrced N Une tccxs. ‘Ae have nct
.:ecmo confirnaton from Tumoleweed of oulsienCing 7ansacscns al 31 Cecemcer 1953
wtamng 8353 mulSon in US Cotlars not reccrced in ihe booxs and S 29 mulion :n omer
g;rrcncxes whnich are (ecorced in e DOOKS,

-Hussam Al Harthy and his ccmoanv, NACCO. have been long siancing cusiomers of
3 w(m since 19&2 The rerauvonsnip nas ceen mamagec Oy Bahrain branca aitnougn it

. g;pos:ts which were reczeated in Grang Cayman in .une 1966 following Akbar's resignagon
and he cosure of na Treasury poor acccunt. The recreauon ¢f Mese CeCcosits lowliling
i approxmatety $62 million aocears !0 have been aclieved by using funcs manageg ov Forx

-

)

* 7. .’-‘;‘These acccunts were rolled cver and r‘(opeg"ac qcnied for frem June 1986 unol

’2 : ',~Seotemoer 1967 wnen $65 mulion was Tansrefred [0 Ciecit SuLS.Se ana then onio Grana
L g_c.e,man $& mullion was used 10 reca
2 1used (0 repIy DAaCOWANgS ICM FOorx Crawn

sTaccounts. The remaining S mufion was £ant of an amount of $12 muilion crecite to e
{Es‘meoleweeo account 10 recuce e acscunt bajance st 30 Segtemoer 1887, Hawving wulised
"mese deocsits cenain pan recayments (0 Al Hary in Novemcer 1987 had o be funced by

5 e creagon of overaraft accsunts in Granc Cayman wrica were suCseQuenty regac Lty
funas from Forx enoues.

——
YRR

:‘2 ‘ S m Mangry

AL

%Tem depcsit 1 187 15.3.91

‘ngn deposit 2 7.3 08.1.91

‘Term gepasa 3 9.5 06.3.91
AL | €25 . '
4 :‘L ‘

[All were rcled - over] on matunty. and have now been canfirmed &y the cusiomer.
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—_3m
Cr Gr-\ Pharaon \
Cooenneimer 6.0
% BCP Lixemoourg 3.6
2% Arab Lvestock Co 3.3
02
421

Or GR Fharaon

‘A,-“
)
‘-‘Q.

-This acsTunt puroconecly re'ates 10 a cecosn in garran by Cr Pharaon in Acnl 1689 Te

% luncs Seing recenved lrom 2All wnich was subsecuenty Uansiemed 10 an acssunt at 2C2
;'Geneva via Fust Amencan. [Account nOCETwaown]. A funner $1.2 millicn was
Vansfemed for an unknown puroose :07a Tutks arm Caicss Company, Norm Amencen

Kgf_'_rzi f\ Forx,

_.~-—fz .

T.e tank N2s an unrecsrCea sty n

-i-'? “O;:penr.eumer

B
) Utg Trns potemial iaolity acoears 1o reiate o a liaciity of Forx (Cverseas) to Cccenne:mer n
f o - [850€CT Cf cerain repo Tansacdons. In tolal Ucugn 3 CCmEuCaled senes Cf Tansacicns
s &,5 millicn, agparenty sourcec from Cccenneimer (S15 million), 3s abcve, ang Tumcleweed
. (520 millicn), passed Twrougn SOCCT 1o KIFCO (310 mullion) ang a Fcrk rounng acssunt at
6 ok -_ NC {$<S million), ana has most prcoatly been used for lcan semcing,

-
\

{a]
h
“t,

L\

W?nlsx ere appears 10 be a Gardity 1o Cepenneimer L S Ly no means clear wheter 4 s a

35

i . latdily of Sanastomn or Fork
i
b
-5 BCP Luxembowrg
7-2¢1 _ Thus amount redales 10 an C.orCrawn account in he name of Forx Cverseas, which cesopne
?2‘& _._.AILs fame acpears 10 have Ceen used as 3 'podling’ acZcunt walhin e Sancstorm Grouo.
‘i).
£y
N
: T
1A
e
!
1



i s r}-f({
bajance hus relates 0 untunceq wulisacens:
. " \'1 (. -
S e e
_‘~' '\f . i}_r -
“a X Jasd
Fars o h
M Hammeug:  funcs vansiered 10 recuce .03rs '
15 30T gt Fork Overseas 29
18U: funcs used 10 repay a cescsit 3t
CIB acceoteq by 1IBU and glacza wn
Fork Hoiaings £

r3-Fork account .

o0 at SNCB: luncs vansiened lo Forx Hoicings

ang sucsequenty rcuted io Sacci

Cano Banx, Jeccan accarenty 1o~

service loans N e name ¢l

Kamal Acham ’ 22

W
W

Ii.‘ h LI =
723 Again whist it is clear nat luncs fromiis BCF actsunt has teen utlisec’ for unaurcnsed
~ -;:;t - purposes il iIs Ty N0 means ciey mew&e’@ﬂi(y IS sclety nat of Sancstorm.
27"_ - ' -
&.\i ... Avab (vesiock Company (ALSCO)
AL NE

‘724 This amcunt relates 10 a ceccest oy ALSCC in Zarran, wnica was ‘utlised’ lor ocer

< . purpcses. AINOUGN (Ne amcunt '~3s SUCSECLeNty rens:aled Yus was Ccne using Lncs
:g - hom Forx's goot accsunt &0C wath SNCZ. hence i acgears nat f Jnere is any urvecsrced
= facdity it is 10 Forx.

A.‘ r'd
i ie- M Mctawa

Y

This s a2 anomer 2anran ceccsit which was ‘wulisad’ (or other purposes.
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. UNRECORDED SEPOSMTS - SLLIC JANKING

.J,Q. e

i
1
‘o
«C 2

\

¥Sangsicrm SA wouid seem [0 have ISmmenced 'siamic Sankng 2Cties 0 s UK Segien ¢
benaf of cenain isiamic CusicMers in June 1S4, nigal 3cowty 15 Seneved [0 Nave Seen low
buleW‘ 10 1 level of around ${SJ| mulion at ne ume nat e c..rrem eccrCs ccmmenceo in

l-\,-‘.‘

" May 1S8. Therearer voiumes grew significanty ano rem 1 January 1$89 ail Tese
. ':z;_‘ - ransacuons have been routed Nrougn 3 sefarate siamic £ankng Unut EUY). Al irs peax ¢
| ig RC:M(‘/ at me end of 1989 amounts placed with 1IBU Ly Islamic customers [or Isiamic
- *Z?“ < ivesument ransacaons lotalled some S$1.4 bilion equvalent nn seven ditferent currenc:es.
- e -a f‘g.‘:}_‘
l *"2\ 7.7 The mest ccmmon type of Islamic tanking insJument s @ Murabana deal. Thus imvenes the
. V4L Hpgrenase of @ commodily ana e immedciale sale of Nal ccmMoAy wilh Cererred receiot of
L :i * the sale proceeds for 3 pencs Cetermined Dy Ne lsiamic customer. TS euminates anmy nsk
. l .- f;“ penarung 1o holding e ccmmodity and leaves e ¢St of s Celemed payment 10 generate
' ;-4 . a higher selding pnce Man purchase price. NCU surgnsingGly he Mark up usually bears a ccs
- £ < relatonsnip 10 prevaling interes: rates. There 1s 3 nsk (0 e Islamic cusiomer Mat Me
,l f 13 counterpany will not pay on the oue cate. however it seeMs COMMON Pracica lor e islamic
Ry~ customer 10 seek 10 avoid Tus as wed Dy o0taiming a tank quasantee/ener of credit secunng
£ .37 tne recovery of huncs. .
_ (:&ﬂ Sancstom’s approach 10 slamie bankn;{_‘
‘ - -

All funcs recerved Dy Sancsierm SA froaT Is'amk. clsicmers Cr nvesgnent surpcses ase
acolied in e manner oulined abcve wm\sirEs:ém acang as agen( ang for Me vast
macnty of vansacicns tne necessary guaraniee 1s growced by Sancstom SA. 8y issuing a
guarantee Sancstorm innents 'ne nsk ¢l countercany ‘ailure. To avoid s Sancsicrm
uncenakes \wo furtner commecity cears. the mucr image ol Mose ungenaxen on Senalf of
the (slamic cusicmer, (nus cancelling vie forwarg sale ransacicns wilh Icrward.purenase
Vansacions. The resuing Iree tuncs are Men cn giaced wilnin e BCC Croup. affiiateq
enolies Or On Ne money markets (0 easn a rate of nierest at least equal 10 Ne gquaranieeq
mark-up fer Te penca of the onginal ceterreq sayment penca.

o ooy -—
- [o ]
Sy A)

1 e— [ ]
[ESUNEN
N FITAN .

e
Y

L3

... The effect of Sancsicm’s cwn commocity deals and on placement of funcs can gre (ne
- . lmpression nat the whole Tansacacn is N0 more Nan one of Laking deposts from Mese
.- - Islamuc customers, but Tus is not he casa. In rescect of the lslamic customer Sancs:om has
Y.l 3cied as nvestment manager. As panc:paf il has issued 2 guaranied ang covered e nsk Ty
enenng nlo its own conracs wath Srekers and making maching placements, Prebiems have
ansen however on Me acccunong ICr ransacsens uncenaxen Ty Sandstom as panc:cal.

' *' ‘.——.
Ay
§

R R PP

PR

1

Funcs placed outside the BCC Group

RN TRV RN, 5

-,

¢

'8.5 ~ The majority of funas on placed by IBU went 1o Sancsiorm (Cverseas) in Grand Cayman or
Dranches withuin UK Region, However, between 1586 and 1950 funcs were on placed by UK
Regicn wilh cther affilialeg Sancsterm enutes.
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3 e S e T T

1 (OV!{SQ&SLUV relerence 0 nstrucsons Jom S Neow rezacing an cveral lever of Slacame
" idendfiea for us nsutuuon of some 380 0 $1CQ mulion. Tnere 1§ fCwWever No aniten evige

2T (elagng 10 TuS NsyucIon. 'We Qave :s1acusred N3l siacements were aisd mace nio

37 gecounts conuolled eitner Oy FOrx reiaings. or 3CT Zarvain, on cenall of Fox Hocings.
> . management say N3t tney were not aware of s, The 3cczunts 1 GUesdon zre represent
: by Mr Xazmu o Ce Ferx HOIGINGS cient 3aCCTunis. aice: uncer Me C¢Iavcl of S Nagw.,

8. The fclowing 2MoOuNTs were recenved 1M Islamic cusicrers and on placea ty UK Region
ji % ", wath Fork (Cverseas), Fox Hogings ana 8CT 3anrain at 31 Oecemoer 1589 ang 31
= . ... Decemoer 1550;
[
Ay 31 Decemcer 31 Cecemcer
3 :‘-‘..é}"‘-. 1689 1020
i vf; $°T00 $200
X 3 -t
U %5-. . Fork (Overseas) 6502 .
. l 4 Fork Holclngs 50.485 cls
if‘ e BCC 3anrain lor Fork Heicings 20009 ~r3
I L Toal 125.587 84,251 :
Fats T =
] g, Funas placed wih Fox (Overseas)-
$TL 'i“ Placements with Forx (Cverseas) ¢ T @ncing at 31 Cecemeer 1589, were ccne
l o Urougn the vansier ¢t uncs lrem a UK Regicn nosTo acziunt 10 3 numcer ¢l
o acccunts neld Dy rorx (Cverseas) at 3CT Grana Cayman, Although no csnrmmacen
- g was recerved from rerx (Cverseas) wnen the funcs were placed. Sanasicm SA UK
I a Regicn noufiec tus nsutuucn ¢t e vansiar of luncs anad lems of De flacements,
.- }' ) '
*‘:-‘ . Funcs placed with Forx Holcings
DL 7 S
[
l i The make uo of the ftuncs recened frem Islamic Cusiomers which were succcsecly
-:_A?: ) placed Wth Fork Holcings, with werest (© 31 Cecemcer 1990, were as (Ollows:
.:'. ! . :
{‘ < Placemenrt cate S m
L
: Al Rahjl Banking and
1 invesoment ana Corporacca 16.1.90 10.0
TA
A nterest 0.8
g )
P
L_} 10.8
15 —_—
S } .‘_;j
R '
YT
e S0 18
e
)L pE
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Calar samic 2ank

2oE 2.2
20.2.30 2.2
730 2.3
12.2.30 2.3 ,
1 2.3.%0 3.
25.2 0 =8
‘nrerast c
23
Qutai Islamic Sank
27.12.29 10.0
01.2.89 0.0 (Note)
n(erest 24
424
34.3 X

\" _’“_. -_—

Amcun(s placea 'mi Fork Hc1cmgs ally mace n Decemcer 1989 icr e crec
of an accsunt numcer 101483.500 g-Sedai Naocnal Commerce Eank, Zenrain. This &
a client acTIunl Telonging o Fork Holgings.

Funner amcunts lotalling S3S.4 million were slaced wcugn tis accsunt in Janiary
1950 and Marcn 1990, We uncersianc nal ro ‘unner \UnCs were placec via s
acscunt aner Marcn 1990.

UK Segicn qid not comnm Mese ptacements it Fork HOICINGS or recerve ary
CiAlM3oens frem mem.

Forx Holcings cefaulled on the repayment of ail placements due in May 19, June
1990 ang Ccrover 19%0. The onginal Islamic investments (0 wnich Mése placements
were malched were repaid by UK Reqicn o Cawr istamic Bank, Al Rajhi 8anking
lvesmmant Coporaton ana Cubar Istarmue Bank on the appropnate due cates. Towd
funcs cutsanding as a resuit of the non repayment fom Fork Hokilngs (pnncpal pIus
interest) amounted lo ${84]million at 31 December 1990. We uncecstand Mat mesa
amounts have not been repaid by Fork Holdings lo cate,

Fxx‘dsplaoedeBCCE-aNam

Three depcsits of $10 mullion each which were placed via BCC Barvan in March 1589,
Thess amounts wers folled over MONMily 10 Mmatcn he montnly rol over of e
underying tslamic ivestment. However, when repayment was called in Ocicter 1950
the lunas were not fcrncsming. Cnce again the onginal lslamic invesgment was repaid
formwatn.* Total funcs of § [ | mullicn remains cursiancing lo Sancsiom SA UK

39



Zegion al 21 Jecermcer 19€0. 'We yncersiang TiEse AMOUNIS nave NSl Zeen resaic
care.

Sﬁc, The inaccropnateness <t 7@ €A Zizcements o Ferx (mcicingsiand 2CT Sanrain s
Foiv emphasised Oy e faLl Nat e manager 2f 13U (S Conal wihneid of maricelateq ait trrc
b pam cenfimmaocns iem ls:amic cusicmers re:aung (0 nese UanssCichns 7om e exiernal
" auciiers ar the ame ¢of hs 31 Cecemcer 1583 auci cf UK Region. A (clal value of $£0.5
mxmon The UK Ceneral Manager :nfcrms us mat ne nNad no xewiecge of Jus ang that S
" Cona must Nave Ceen Cledly NG visTucsens irom S Nagw.

0 BT
| Lﬁ Applicason of ceran on pacements
¢ e
ig‘_g Funds on ptaced lo BCC Grang Cayman or Fork (Overseas) were usually put in 3 ceposit
T acsount in the name of the ongind Istamic cusiomer wno haa provided e lurcs for
| SR

imvestment. In some cases however it seems Mat ne on placements with Grang Cayman
C werg mace intoc 08post aczsunts of cerain Mrd pany cusiomers. Those depcsit account
' were Nen held out 10 De e deocs!t secumty lcr cenan loars mace o hese hird panty
customers. In Me two insances Mal have dbeen icentfied Me Twrd pany wno ‘benenfleq’
from qus deceogon was e Yiaru Group with faise ioan secunty of § 17 million.

sa

® £3. . Desinaten of Funcs
. —i 3 /—\r‘ ;
;8‘,10 “The amount of $30 million cn-placed witt ECTTBanrain «s betieved 10 have been vansfemec
FH#ii, 10 an acsount watn Creait Susse: ancrlheé'pro%ry onwarcs 1o SNCB8 aczsunt &)
i

* Otherwise all he oMar amcunts were fecaived hn?’me SNC3Z acczunt 500 in Uhe name of
. Fork Holcings ana we have confimed Wrence 10 tank stalements. This s one of
me accounts uncer the cantct of S Nacwvi nis centcal leam used lor Me purpcsas of
fraucuterwy rouong funds. '

/‘

\\,J;—“h\w&

TR AL

Cesh g 1

.'d

Mr Kazmi of Fork 2cknowecges hat e funcs were recerved througn the SNC3 acceunt of
- Forx Holdings OCt as Mey were Men rcuted Dack 10 SaNCSIC Or eisewnere on e
“lnsoucsons of Mr S Nacw, ne cces nct delieve hat Ferk Nas any llability 1o Sancsicam UK
Regxon N respect of Nese ancunrs placed Ly IBU.
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Lt %

G The Lnas Accear 10 nN3ve nen teen ulis

Ly eo v 3 Nacwa anc rus e
.
4, ,é'-_ Sh Kzmal AGham - ameunt USec 25 ‘ecayment
EX 5515 in Jancary 1990 cf @ $5.3 mulion loan
38y *.in e name of Kamal ACNam N cInnecien
N4 TR wath WXYZ
% . -
<P g arue
. l <. |nterest on nomines loans at SNC3 in the
- Y2 names of Masnriq Helcings 6.4
' i.i Fasal Fulay 6.1
l S -_—
- ?’r‘—'e-""
N
; l ut—“&; i
A - «% ! These loans were secured by a placement from
- ‘.‘3,. * Sanastomm watn SNC8 and relate o the
+ \—
l ”3: financing of WXYZ snares.
B .
- uE

.°r Purenase of shares from Fork Souncacsen and

:};uml-iai

l o 3 Fork Stafl 8enefit Fung n e name or

| ¢3-77 Sh Zawdai as nomines. £
% ‘:’* '-'-"- ¢ 55-
] T Trms erred via Fork ang 8C? 0 Banram ia ¢

RETH repay interest ana panciod on unreccroed. ‘
% 7 ‘deposas.

l G S Sh 2anrenn 4.0

'% L _ T ALSCO 12
o : Alisson E£st 2.1
Lx
2 b ; .
13 : Lous semcing of loans witun BCP

Fork (no( yel comoodraled).
L

3 all. Group - apparenty transfemed via
3 i PEEY Granils and Cecar n Maren 1589
P (not yat cTeoorgied),

.M&j Hammoud - loan senicing of accaurt N
Sanos{orm Cypaus in Maren 1.9,

"Balanca used generally in SNC8 500 accsunt

pod utlised oy Sanastorm and Fork.
&3
/d‘_. M
‘I e
}’\ If'
Twl_
A ]
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)
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NI
:)L%{&_:* ACZLNONG SO ISIAMIC S2NKNg TaNSaCIcrs
L= Y] PR
PERPRY & S ' "
{“ 5:?% 213 Zaof 10 Aug\.s‘ Hg{) UK re: €A 3CIsunies ‘ot 3l zecerctTs ol N8 SiEMIC lImmCoiry
;‘é»; LI reesTments as o Ney eCIBC 1S E5eNL 1IN0 Thereicre ro can of ne Senes Cf Yarsaoacns
ﬁ r.f.7 rerleciec on taiance sfeel. ine on giacements 10 3rang Cavman, UK 3egicn ang Fork
RN S (Cverseas) were fedecied N e aCITUNIS 1 RTse ényues as NwQ D2V Zeccsds ramer f
© j % nya Gicuo ceccesils.
- - b
b
: ]{3’3 ) Since however cenamn pans of Na senes of yansacscns ae aclaly cnginated Ty
p% Sancs:iom, namely s own COMMOCIty Ce2ls ana on piscement ol wuncs. ihe accrconate
' Eéﬁ accsuniing Veatment s 10 refdeci a cue 10 Srekers crecil Zalance and @ placement ceol
Y S paance.
) S
¥ é'js’. m Sancsxorm SA's acczunts for he year enced 31 Cecemcer 1689 Lhe acprccnate
- l & .0s accsundng reamment was reflecied ICr known Islamic vesuments on praced in Grand
: { Cayman UK ang Forx (Overseas). However NUs was not e case in Ne UK Regica’s ow
N financal recorcs and rerums.
.)- :
.‘?_', . Since August 1950 UK Region have rerlecied crecit ang ceCit bajlances in rescec: of !siam
v % banking vansacions on piacea !0 Me 2oove Iocsuons aticugn e cretil has deen
- loenpfiea as a geposit rawner han a cue s
i . Disciosre in the Prucenal Ren..rr*q
3 .

< - Prior 10 August 1990

2
LY

!

T As a consequence of UK Region’'s acssunong gciicy '~nicn veated all ascec:s ¢f ls@amic

- banking as off-baiance snee! excest iof funds on gracec o UK Regicn, e prucencal

- ¢ rerums suomutied by UK Region to tne Bank of £ngland cunng Uus pencd showed 2
z%% sigruficant uncersiatement of assets anc liaciities. “Al 31 OecemCer 1989 lor examcie asse

’

el

¥
"'
RN

,:ﬁ' H3I ¥ were undersialed by § 8024 million cue from tanks and liakdities uncersiateq by S8Q2 !
;;;_{:,5_.--4_5*’3 mifion due (o brokers, athougn as nofed atove acjustment was made in he legal account
£ :£:4° Of Sancstomm SA. In acaion $176.3 million of degosits shouwd have been ciassified as oue
3 1 to Drckers (being amounts recerved and used watun the UK Regicn itsef).!

% 4

gj From Augw 1950y

N

A
o

N August 1990, at owr nsistence management ceciced lo ransier e endre pordolio of

invesments from Islamic cusiomers inlo e bocks of UK Region except for investnents

which were actually held by brokers and Quaranieed by hid gany stancby leners of crecit

.., (o gentinely off-balance shesl). In pracuce Nis sall excluded e Yansactons that had beer
">, on placed with Fork Hoicigs and BCS Banran and two oMer AMounts on placed wilh 8an)

-t of New York, London and Nedenancdsche Micdenstancs bank NV, Londen. The impact on

-", e prucendal reruns was a cononuing but smaller uncerstatement of assets and Laciiles

; Which ar 31 December 1990 amounted (0 $ 106.9 milion and a misclassificaton cf § 4414

muifon as deposits raMer Tan cue 10 Crekers al the same cale. In adaiion, because cf

. ey casuficanon as ceposts M Islamic customers wilh he lour largest aggregata

. Imvesgnents were also Cisciosed in e 37 renurn as ceccsitors with more than 5" cl lc
L ’CCDCSIIS. [

f;'w;‘&
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{
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The aMCUNLS S1aC2Q with F2rx FOICNGS anS 3CZ Iarran amcunung o3 3321 Twlion
Secemcer 1590 were CTIL22TY (€7€CIC N Ne tcexs of UK Aegion yem IT Cerea 1SS
Tuncs ‘owlling $ 22.5 mulicn SI3C23 WiN 0 Iier nsuluLcns ACIEO 3ccve e tul Aot
rerlecied in (e cocxs of UK =egich.

[} .

teooenang lor e snatad noreddyment of Clecements

The 2IITunung 2Ccoled ' ‘ne sncrmall Cf ‘urls was 2ven more nNaccrconate. Fatner
recsgrising @ gect em ek (Heicings), UK Aegica wse@ 1oan accsunss coened for Al
ganxing lnvestment Corocravon ard Qatar tslamic 8ank 1o ‘Jisguise’ Me recoraing of
amounts due from Fork Holaings. AS a resutll, ¢recit facliies and relevant loan acssunts
autnonsed by 8CC Cenua Ciecit Commifiee fcr mese danks ‘were erectverny used ov Ut
Region lor purpases otner Nan [Cr inCse ior wnic ey werd aclually aoprovec.

To *Cisguise’ the amounts cue frcm 3CT 2arvain a loan account in the name of Cuta
fstamic Bank was ocened by UK Region in Seotemcer 1850 (0 rec2rQ invesaments reoaid
UK Region 10 Jus cusiomer but nct recovered rem 2CC 2arvain, This creait facidity for
Ouba lsiamuc Bank was not autncnseo by SCZ Canrat Crecit Commutiee.

The 'can acscunis were Men suCseauenty aciusied Dy crecting them ‘sh new furcs

recenec ficm the same Isiamuc CusiCmers uo (0 e amount of the shcrital, ravter an
creciling ncse new furcs [0 tne laciilies-s e talance sneel, herecy, laisey

¢ UNCersiaing assers and laciites. : :

NS

Lo

S2Tul te
B T

J- Disc':&sue N e Prucental ReauTs

, .\.? ‘...'”";.

a4

"The mpact o( these accunang enmes on e amounts discicsed in he prucencal reums
" was an uncersiatement cf bom assets and laolites. Al 31 CecemCer 1990 assets should
\have inciuced a suncry ceoter for § 84.5 million being e amounts due em Forx Holaing
&‘,{ ang lagdives @ cue (0 drckers Of @ similas ameunt, aitheugn e recaveratiily frem Fox s
e, uncemnain.

' 5.24 Those lslamic investments sncwn n Ne 37 refum as large Cecosis. whilst not ccaecyy
B -t classified as ceposits. would also have been uncersiated By a total of $ 84.5 millicn.

H.

Yela
s
. ., ' [ S aled “
b s h M‘»‘o M .
R 3 it
).. u

.» ;! ' Management conuol

J
£8 ;’3 The exient of the emors and Cecepocns fAISES encrmous CSNCems about Now management
19777 convol over e ISIamuc acovives was exercsed.
.s .4‘ .
§a.2<s .. 18U is ang has been uncer (ne execuuve conacl of 8 Chowary for some consiceratie tme
,’_ .. tven Delcra he became regional general manager. His xiowedqe of lack of knowieage as
¢+3%. . 106 evenrs oudined acova cemonsyates a lacx of effecave management with respect (o
« 2- Tus area of business.
! 3
- . -i'

1 gl
e
I 4
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v

«-rﬂ With (ssCeC 0 e SI2C2TENL Of TS mun Forx ~2iCngs 20Q 2CT Zarrain, 2 InoweTy

feoresen:s nat he was 2Cing uncef :nsirucicn rffn S Nacvi. There :s Ncwever =o
Qocumentason SUPCCUNS .LSIUCE0AS Fiven Ty 3 NaCwv Of NSYUCIcns Gren = v 3 Ihcwc
lo IBU. Furnnermcre. 3 CRoacry fe"recems imel 2t ne me 9l e Tansscucns s~ was '€
o beiieve ty S Nac4 ang CUnels T3l he “Lncs were ceng placed min Ferk (Cverseas).
There s however no CCCUmentiancn sucuc.un cxmcanon Sy UK Regien 1o Farx (Cverse:
cr ary omer enuty n rescec: ¢f wuncs placec swcugn 2CT 2arrain ang Sauci Nageral
Commerce @ank. Safvan. the ony cocumeniascn availilie. aCTTICING 10 UK Aecion

-u management, is 3 memcranoum sent By Mr Ccra. (former manager of Te Islamc S anking
_dd.h Unit) 1o Mr HM Kazmu. (Ferx Founcaton, basea at 100 Lzacennall Sueel) outining cetails

the funcs so placed. B Chowary ciams that ine rousng of placements (ie througn Grana
Cayman, BCC Banran, Sauct Navonal Commerc:al Sank) was determined ang noufieg Cy
Nagwi cr Mr Kazmu, However, (nerg s N0 winlen ewicence ‘0 SUPPOM Tus siatemen,

Mr B8 Chowdry represents Uhat he s seeking reccvery of the cebt frem 8CCT Ceanrral office
Aby Chabi. With rescect 0 (ne misuse of on clacements as secunty or Twad pany ‘oans

. and agdvances B Chowary recresents Nat he Nad no knowiecge of tis unal it was recenty
_idenufied ang that the manager ¢t 1BU must have acied uncer Qirecl NSTUCICN L£ICCasly
frem Mr Haque, e acscunt officer lor e Vvary Grouo

In refagen 1o Me general acssunong ‘cr Nesa gansaciacns 3 Chowdry N3s now recagriseq
N2t e CNGINal aCITunang Teaunent wasTICFRRE: aougn d snould te noted Mmat Me

‘L bank placed reflance lor scme tme crulega advick at lent suCCCn 10 Mer sanier pracace.

: ¢ outined abcve sull need (0 te acee eg.x e
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SANDSTORM

Notes of a meeting on (18 January 19&]

Present: S Nagwi
MH Armour
SJ Chapman
Mike Hunter

SJC briefly introduced MHA and MH and explained that Ir= reason for the
meeting was to permit SN to provide an overview of the =vents leading up
to the bank’'s present difficulties. SN said that he had previded a brief
memorandum on the subject for the shareholders and c==sed a copy of
this to MA. SN questioned the investigating teams Ternm= of Reference and
said that he would like to see a copy of these so that he mderswod the
framework within which we were asking questions of him.. He aiso
commented that he had told everything to the shareholceTs and that he
had no reasons to withhold information. He said that he =nd his staff had
nct benefitted personally from the activities of the bank amm any minimal
areas of personal benefit had already been disclosed by mim to the
shareholders.

SN said that he would like to deal with the acccunts in Czmpanies A and B
althcugn he did not have a detaiied list of these acccurt=s at this ame. He
agreed to provide information in all areas of enquiry anc =xpiained that he
had undertaken an exercise since April to try 10 reconsTTt the accounts
however this had come to a halt when his records had z=en put under duél
control.

SN explainea that he was taking total responsibility for === acuvies at the
bank and that he had nct allowed officers at either enag = transacuon
chains to fully ungerstand what they were dealing with. -s a resutt the
account officers and booking clerks were not aware of ZT= reascns that
they had been asked to pass certain entries.

SN said that the activities at the bank fell into three greu=s:

1. funas passed through external accounts,

2. funas routed through accounts in order to aiscouise ther nature,
and

3. funds passed through customer's own accourncs usualy with the

knowledge of the customer (e.g.Gulf).



SN summarised the historical position by noting that the —roblems arose
from :
a. the old treasury activities
b. Gulf group
C. . nominee accounts (he pointed out that not all a——cunts in
Companies A and B were nomineg accounts)

SN explained that funds had been moved between these Troups o aveid
the need to create loan loss provisions when the accounts were reviewed
by the auaitors and to augment profit by servicing interess: and fees which
had been debited to loan accounts. In addition it is possiole that treasury
losses may have been absorped cor profit inflated in thae esmy 1880's
however SN had not yet had time to reconstruct this. He mad however
noted certain annotations on old files which indicated thar this may have
been the czase.

SN said that he wanted to make it very clear that contrary 10 rumour, Mr
Abedi did not have his own portolio and that the people wno were working
in the Advisor's Office had not themseives beneficially gaamed from activities
at the bank. He explained that Mr Akbar had been the ¢c=neral manager of
BCCI (Overseas) for tax purposes and also SN had ccmes 0 uncerstand
that Grana Cayman was in a mess when Mr Zia Akbar re=igned as head of
the Treasury. SN also noted that when Hashim Shaikh ressigned from the
bank the Gokal acccunt became a problem and Mr Aktar had teen briefed
for audit purposes so that he couid deal with the auditcrs in the Grand
Cayman.

SN said that all of the bank's records were now available m Abu Dhabi
except fcr a few on restructuring which were still to te ot=nsferrea. He
noted that certain dccuments were held in the DPA cucc—ards as these
were regaraed as confidential by the DPA, in partcular rn= ncoted that the
papers in respect cf the Rulers of Ajman and Fujairah fed into this category.

SN said that he would be wiiling to provide all assistances "o the
investigating team and that he would endeavour to ensures that we received
the original signed agreements between the bank and ncminees and other
original agreements wnich were pertinent to the invesdcznon precess. In
order to simplify this process SN requested that PW give nim agvance
natice of the areas to be discussed on a daily basis so I1at he had time to
prepare for the meeting and avoid unnecessary time presssures. He also
requested that the investigating team assign somebody T deal with Mr
Akbar on a regular basis bearing in mind his diabetc ilineess and the effect
this sometimes has on his temperament.
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SN brefly discussed payments which had been made 1 individuals,
particularly Hashim Shaikh, Ja Akbar and Kamal Shenam. In the case of
Hashim Shaikh, SN noted that there is no evidence of dne man's dishonesty
however his wife had had a nervous breakdown and he nimser was very
nervous. As Shaikh placed Naqvi in a difficuft posiion. Nagvi aranged to
pay $1.7 million to Shaikh as retirement benefit, and fcr- nis contnued
availability to help reconstruct the Gokal account.

In the case of Zia he was recently recruited by Plum, am assistant to
Senator Carey, t0 try to proviae information in respect =7 the bank.
Because of the cifficult position this has placed Capccm and the bank, Zia
made SN feel obliged to pay $15 million to ZJa.

We then agreed to review some of the more signficarT Zccsums on a case
by case basis as follows:

1. Dr Pharaon

SN triefly discussed the difficuities of dealing with Frmraon noting that
he should ccnunue to be cezit with on a professicnazl basis. SN
explained that ne nad sent a memo to CCD spliting me acceunts
between Dr Pharzon's own account and those in wmcn he was a
nominee.

' 7
With regards to Independence Bank it is up to 8CC 1= @-c’scide the
position. Qriginaily there is a written agreement cenween Dr Pharaon
and the bank fcr GRP to hold 15% of the shares in mrs own nght and
85% for cthers. A verpal understanding later tocck c=ce where Or
Pharaon would hold £0% in his own name and S0% =s the tank's
nomines.

SN exolained that Dr Pharaon cculd argue that 1CC%x of the shares are
his if he believes that there would be a profit on thexr realisauon over and
above the underlying value of loans. Alternativety i -there is a shortfall Or
Pharaon could argue that all the snares are the banx’s progerty. As a
result of this SN recommended that the bank showc work cut the
postion on the Indepenaence Bank related acccurtss and tzke a posituon
with a view to reacning a negotiated settlement wigt Dr Pharacn.

Some of the other accounts of Dr Pharaon were us=d to finance BCCl
shares held by DOr Pharaon. Initially he was a holcesr of 10% of BCCl
shares of which 6% were for his own acccunt ana ITe balance of 4%
were held as nominee for the bank. Subsequenty ine 10% was
transferred to his brother,;Webel, and was then usam for the portfaiio.

—/

@/



o

This shareholding is financed from lcans in the bank amd at one stage Dr
Pharaon wanted to sell his 6% shares. As BCC had n= meney to pay
the built in profit at an agreed share value of $40 eacT the loans were
taken over by the bank who then became responsible Tor trying to give
the impression that the loans were still genuine. The Smares were then
transterred to the DPA in satisfaction of "other arrangszments®. The rest
of the GRP nominee accounts relate to interest servicmm and the
reducton of other accounts such as those for CCAH.

SN explained that at the start of the Independence Bamk acgusiion the
California market was perceived as a good oppertunity “for the bank.
There was also a possibility that following the 1978 OEZD ccncordat the
US could be one of the reguiatory authorities for the ECCC group. Whilst
FAB was considered toc big for the bank to invest in immepenaence
Bank could have been a possible vehicle for the deve:oment of a
significant presence in the US which would then leag = the receipt of
Fed regulation.

SN ccnfirmed that the NBG investment was a joint vermwre tetveen GRP
and the bank and that the profits on this were split S0/ Z0. Fer regulatory
purposes the deal was structured so that GRP appearen ana Cted as
the owner of all of the NBG shares. The option agreszment ana fee at
the time was required because of the need for FAB tc mave the pre-
emption right over NBG whilst the time was taken to c=t the necessary
requiatory approvals. SN said that the price at the um= was evaluated
on an arm's length basis and that there had actually c==2n a higner offer
from National Bank of North Carolina however as this 'was a cash/share
deal it was less arttractve to Dr Pharaon.

In adciticn 1o these investments SN confirmed that the invesuments in
Centrust and Eurotunnel financed by the bank were 'wr GRP's own
account.

When SJC queried the audit confirmations received frem Or Pharaon in
respect of the nominee accounts SN expiained that C~ Pharacn has hold
harmless letters for these accounts which were desicim=d to alow to him
to sign audit cenfirmations. No fees were ever paid ' GRP fcr acting as
a nominee and he did it out of goodwill because of th= profits that had
been paid to him on the sale of BCCl and NBG sharess.

SN also explained that FilL was apparently owned 753 by GRP however

ICIC has an option on the shares and therefore the CZCl and Attock
groups fall within the BCCl/ICIC group.

& 7
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BCCl shares

SN explained that when the rights issues of the BCC! snares were
announced they had to be funded frem loans in BCC! &nd ICIC in certain
instances. Also some of the small shareholders had soid their shares
with 3 profit in the earlier years and thess had to be firanced by ICIC or
BCC. As an example Fulaij had a letter from the bank juarameeing him
a profit and he had therefore sold his beneficial interess: in the bank some
years ago. SN was adamant that no member of management had a
benercial interest in BCC shares and that the shares m=id by the bank
were held with the intention of making a capital gain == the bank grew
and became more profitable at which time they would =ventuaily te able
to sell the shares to the DPA. The profits thus eamea "would be retained
in the trusts such as the Staff Benefit Fund.

SJC queried the use of the Staff Benefit Fund noting 1=t some ex-
officers such as Mr Rahman appeared to be claiming 1nat there was an
obligatcn on the trust to pay money to them. SN excsmined that from
foundetion it was possible that scme of the earty staif members may
have been given the impression by Mr Abedi that thevy would tenefit
from the Staff Benefit Fund if it had the funds availabie from the profits
on BCC shares. Also Mr Abedi had paid some officerss who had retired
eariier, such as Mr Saddig Ali and Mr Burney, $1 miilicn each. Other
officers such as Mr Rahman had the impression that this was a right
and had jumped on the bandwagon. SN said that theste were no rights
to these people and this situation was clearly untenace as the shares
had nct increased in value as anticipated.

Sh Kamat Adham/CCAH

SN said that SKA had tecome the principal person imvoived in CCAH
shares after his introcuction by BCC. Except for the snares reid by
Adham Corporauon (2.5% of CCAH) ail the remaining shares neld in
Adham's name are held for BCC. SKA had always c=en very careful to
appear as the controlling shareholder. There was nc written agreement
regaraing the shareholdings in CCAH as to do so wculd have been a
violaion of the US rules. As a conseguence there is Miow some concern
in SN's mind that SKA may claim the shareholding a= peing his own. SN
believes that this would be detrimental to the bank a= they would like to
be able to control all of the shares in CCAH so that 1mey couid be sold
as a centrolling sharehelding to a third party. The smwation became
more acute in April 1988 when SN tried to get an ocon agreement
signed by SKA over nis CCAH shares. SKA refusec ‘o do this without
settlement of the impiied profits for the CCAH shares and uftimately this
agreement was not executed and no consideragon z=mssed.
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SN summarised the other CCAH shareholders as beamg princpaily
nominees under the following arrangements:

a. Ruler of Fujairan - 1,000 shares in his own rigrm balance as
nominee for BCC

b. Ruler of Ajman - own shares now sold, all shares held are as
nominee

cC. Faisal Fulaij - all held as nominee for BCC

d. Shorafa - £C0 in his own right, the rest as ncrmmee

e. Hammoud - &ll BCC

f. Jawahary - all BCC

ARK - originaily held some shares but askea =r these 10 be soid
in 1287.

@

Consequently virtuaily ail the shares funded now texong to the bank. St
explained the sensitivities over the CCAH loans anc moted that BCC was
very carerful that it never tcok or exercised voting cowers and did not
allow any conrrolling influence over the activities of TTAH.

He zcknowledged that representations had been made to the Fed but
BCC would not provice finance for the sharenciders for their investment
in CCAH and key snarenclders had made disposmcn to the Fed. SKA,
Darwisn arg Fulalj aimost satisfied the requiremert m that SKA used his
own meney, Darwisn may have had a bridging loan put uiimately used
the DPA's money and Fulaij received his funging frm Kifcc. There may
have also been some original loans from ICIC howesver as tis was not
affiliated to BCC it was not seen as a concern. The problems arose late
because of the substantial rights issues which weres required to te
financed by BCC.

SN said that at one coint less than 50% of the snaress were pledged to
BCC however this had now increased due to the umwinding of the Sh
Khalid transactions. In particular 9.9% of the snaress which were soid tc
Burford had been oought back through Masrig/Fasssal Fuiai on the
bank's own behaif. This has taken the shares teneficiaily cwned by
BCC to about 60%. The present shareholding in CZCAH was roughly
summarised as:

¢



80.0% BCCI (including the Burferd srares)
12.0% Sheikh Zayed

8.0% Sheikh Khalifa

6.0% ADIA,

2.5% Sheikh Kamal Adham
10.5% Cther

100.0%

SN acknowiedged that approximately 50% of the CCAl~ shares were
held by others as nominees for BCC frem inception. T.T= purpcse of this
was to obtain a capital gain for BCCL.

QOther loans

We briefly reviewed some of the other loans as follows:
Virani

Gomba

Crown

AS Trading - These loans have been overcharged witT ‘fees with the
customers’ knowlecge and these wiil have to be refunc=d. Because the
bank was financing profitable transacticns the customests were willing to
sign pheney cenfirmaticns in the knowiedge that ufima=ly the excess
fees chargea would te refunced.

Prince IMC - now cieared.
Red Sea - a trading ccncern not a nominee.

Saigcel - have been used for funds routing with the kncwiedge crf the
borrower. The Saigcis also assisted the bank in not c=sTigsing the
nature of the settlement agreement made with two of 372 youncer
brothers.

Agra/Chu/Hsu - ccmmercial loans which may have ham their talances
supplemented in orcer to avoid provisicning. SN saic 'mat these were
dead accounts which snould be written off. The custcmers were not

aware of the position of their accounts.

Unetco - SN said this account should be written cff. T customers had
been told various stories by the bank in order to obtaut: Dalance
cenfirmations for aucit purposes, however this amounTt  was nct

137




recoverable.

Controt Securities shares - SN said this was an arm’s length transaction
although there may be some buy back arrangements with Virani.

Sh Kamal Adham

7

I
SN said that he had prepared a briefing memorandum on the Sh Kamala
Adham account which should be reviewed by the invesstgators. SN said
that a major element of the Kamal Adham accounts reetated to interest
over charges. He noted that the rate agreed betwesmn the bank and SKA
had been at 1% over LIBOR however the bank has o=en charging a
much higher rate and although the balances have bex=n.comirmed by Sh
Kamalg there is an understanding between him ana Ime bank that this
excess interest will be refunded.

The Saudi Riyal acccunt for Sh Kamal is regarding m=s nomineeship
investment in SOCC on the bank’s behalf. The loans 10 NWl relate to a
failed attempt by Sh Kamal to get BCC to invest in sit=res of Allied Arab
Bank.

SN summarised the Sh Kamal lending saying that car of the lending is
custoemer’s own and there is a clean shortfall of S80 million. SKA had
expected this to te repaid from-the profit cn the CCAAH shares.

Faisal Fulaij

SN said that Fulaij was a simple person who had ac=d as a nomineg for
the bank and had recewved regular fees for doing 47=s. He is now very
nervous about his position and wants to terminate uT= arrangcements as

soon as pessible.

Rulers of Aiman ang Fuiairah

Both of these individuals acted as nominees for the mank. Ajman
received a built-in prefit from the sale of the few sharess held in his own
right in CCAH, and Fujairah receives regular fees fcrmacung as a
nominee.

Mohammed Shorzaia

Shorafa has acted as a nominee for the bank ana ~=s received fees for
services rendered.

AR Khalil

10/




SN said that the problems with Khalil arose from the @ays of Treasury.
He used to have very large deposits placed througn Zia and eventually
Zia talked him into allowing the funds to be used unaer management by
the Treasury operations. Khalil was also a sharehoice=r in BCC and
CCAH. i

In 1886 once Za was removed ARK wanted to settle mis accounts and
withdraw his deposits. As the deposit had been absorbed into the
Treasury division, SN had to create loans to enable mim to repay the
deposit. He also had to reorganise the CCAH loans =nd allow these to
be covered by the shares redeemed from ARK.

Because of the confusion over whether ARK's funas mad created profits
or losses and in order to avoid any potential litigaticm ARK and SN
reached a settlement agreement for the bank to pavy 315 miilicn as
"profit® on the deposits used and to transfer the CCAtH and BCC shares
back to the bank. A letter of release was signed by ~ARK in 1986 and
subsegquent to this there has been no recourse or resstionship with him.

SN said that it was incomprehensible to him to see mow the Treasury
problems arose and how Za could use a customer < funds fcr his own
purposes. SN said he first became aware of this in "1884 and was
shocked when he found the deposits had been usec.

< SN said that the major deposit relationships handlea oy Za in Treasury

were FiB and ARK. Whilst he felt that Zia had actea .m the bank's

~interestin the early 1S80's, by 1982 he is now ccnvimced that Zia was

¥ acting in his own interests and the interests of Capc—m. SN was
adamant that oniy ARK's funds were subject to man=gement agreements
and that FiB had not fallen into this category. SN ai=D notea that scme
ICIC Investment's funcs placed with Treasury had t==n absorbed.

e

SN explained that curing 1881 - 1884 an informal ac—ount cf profits had
been given however later after Zia left SN found incx=ations in the files
that neot all of these profits may have been genuine. SN said that some
pre-1886 Treasury papers had been found when Tresssury moved to Abu
Ohabi and these were now available. This would tzxes considerable time
to reassemple and may be very difficuft as paymentss may have gone
directty to brokers without being recerded in the bamk’s reccrds. SN
-y estimated that up to $600 million had been injecteg .mto Treasury in this
4% period but he could not be sure of this as there weres no records. He
«.r:  even doubted if it was clear from the dealing reccrcss whether
" transactions were undertaken on behalf of ARK or aT= bank.



SN said that ARK would be asked each year to sign his balance
confirmation on the understanding that the setlement =greement still
held but the reason why the balances existed in the bamk’'s books was
that SN had not yet been able to resell the BCC or CCAAH shares.

SN explained that the remittances into ARK's acccunt :m the last couple
of years had arisen from the sale of some propertes ir the UK and
Panama which had been purchased under joint venture arrangements
between the bank and ARK.

Gulf Group

SN explained that the relationship with the Gulif Groun~=m=rted in 1972/73
when he had teen looking after the region in Abu Dhamu. $20 million
was deposited by the Gokals in Luxembourg where Akt=r Annis had
been the contact cfficer.

At this time it was not BCC's policy to enter into term '=nding however
after one year the Geokal asked for facilities in moderare= amoums.
Facilities were initially given in the UK against the depcssis and
subseguently against the mengage of ships. The termr ©f these loans
was for 2 years and as the market value of ships was mcreasing this was
thought to be safe lenaing.

Later in 1975/6 the lencing grew to $S60 - 70 million ncywever the
profitability to the bank was enormous because of the very signmcant
remmances througn the account. This was useful as Tnie UK region was
a high cost region.

The bank was hcwever ccncerned about the size cf I7= borrowing in
reiation to the very smail capital of BCC and the increzsing requirements
as the ccmpany invested in these ships. At this time ITe customers’
deposn was uplifted and used as down payment for T7= new ships.
Because of the volume of activity through this accounT. T was not
followed professionally however because of its profitamility no concerns
were raised on this issue. In the late 1970’s following 7me Bank of
England’s reguiation that not more than 10% of any cT= bank’'s capital
should be loaned to any one customer they had to momve the account to
Grand Cayman however control over it was maintane in the UK.

With the remoteness. from the account officers, conmtres. over the accounts
became even weaker and it was only when SN was t=nsterred to the
UK and became embroiled in the tax problems etc thzt he started to lcok
after the Cayman entity. At this time he and Hashim Sheikn started to
look after the account which at this time was close tc Tmankruptcy with
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loans of S250 miilion and a capital base of only $1CQ million. The Gokals
wanted BCC to bale them out and asked fer $50 millicn for a 6 month
period as a short term loan. Feeling they had no choxcz BCC told their
branch to do this and then ran into much deeper preems as many of
the other SO banks used by the Gokals kept issuing mctices of defautt
which the BCC found themselves cbliged to help refmance as the
liquidation cof the Gokal group would bring down BCCi.. SN explained
that he had many heated arguments with the Gokals @ver their financial
difficutties but he felt his hands were tied as their failuree would lead to the
failure of the bank.

Because of the Gokals' knowiedge of BCC's own prclems they were
also willing to help with funds routing and the mis-stax=ment of their
liabiliies. SN said that scme 80% of the funds routea mad now been
reconciled and that this had been a major task. He sz that there was
no joint business between the Gokals and the bank armd the situation
could just be put down to foolish banking on behalf <~ BCC.

Sh Hamdzan bin Mohammed

SN explained that this acccunt related to an interest ——ncession which
was agreed when the bank tock over a former Habip Sank loan for the
constructcn of the Centre Hotel. In order to make ucz for lost interest
the bank said it would create an investment using SEX million in the
customer’'s name. This loan was used however for caner purposes
(repayment of loan acccunts) but the customer was swriiling to sign loan
confirmatons because he was led to believe that the cm=nk was investing
on his own behalf in order to assist in the interest ccession
arrangements.

MM Hammoud

SN explained that zll of the Hammoud loans were ncrminee or joint
venture arrangements. Many of them arose from the Dad loans from
Egypt which could not be managed by the bank. Facziities in Cyprus
and Kuwait were granted to Hammoud to enable him o buy the Misr
loans at BCCl's risk.

SN explained that the problems in Misr arose from tzm banking and the
management’'s over zealous attempts to earn COMMISSIONS on revolving
L/C's whilst releasing dccuments under trust receigt. In some cases
borrowers went into intentional default and others juss~througn lack of
funas.

In addition Hammoud has nominee loans for BCC anm CCAH snhares
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with BCC and ICIC and has also taken over some tzn debts such as the
Canaaian hote! project and the Carison Farms projec—. Both these
projects were on the bank’s books however when e started to go bad
the bank could not afford to make provisions and sc 1t created a sals to
Hammoud through {CIC Holdings so that it couid be disguised within the
bank. The bank, through ICIC, had paid fees to Hammmoud for sheitering
these transactions. ‘

SN noted that there may be some problems in the r==olution of the
Hammoud account as there were numerous dispute= between his heirs
and that they may try to claim ownership of the sharess held under the
nominee arrangements.

(US Affairs

SJC enquired into the background for the US monev laundering
problems. SN said that the bank had been in the US to raise dellar
deposits and that Miami had been a good profitable Dranch with
substantial import/export business. The problems &tmse because the
individuals in the brancnes were over zealcus in raissng deposits and
were possibly also using their positicn in the bank & cbtain faveurs and
financing for the improvement of their lifestyles.

Kifco

Kifco is owned 49% by Holdings and 26% by Fulaii mDwever the Fulaij
holding is covered by a hold harmiess letter. Other snarenclders are
genuine and include WJ Toweil. Initially Kifco was used for rading in
shares in Kuwart and for the raising of depasits howeaver with the change
in central bank requlations and the repatriation of Mr- Igbal it was used
for the parking of loans. The Souk Al Manakh losses came at a later
stage and had to be funced. SN noted that the los==s at Kifco parually
related to Scuk Al Manakh and to certain companies created by Zia
Akbar. Also some slow accounts were parked therss to be out of sight of
the auditers.

BCP
SN was insistent that BCP is clean and there are rnc 2ccounts in it

relating to the problem customers. He agreed that BCP had been used
for the routing of remittances.

ICIC Group

a) ICIC Holdings - SN said that there was little szubstance to ICIC
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Holdings other than its investment in ICIC Overssas. He
acknowledged that it did contain certain joint vesmture
arrangements and other agreements and that Twus company was
used when management wanted to keep transa—gons cnce step
removed from the bank and the auditcrs.

b) ICIC Qverseas - This company was used to an &xtent for funding
BCCI requirements SN noted that it may have & ciaim on BCC.
SN said that he has discussed this with the sham=holders and that
they should work between ICIC and BCC to enssure that there is
an orderly recrganisation of the 2 companies. —iM Kasmi is in the
precess of working to recenstruct the accounts of ICIC although
SN noted that tefore March 1980 Kasmi had i knowiedge of
many of the transactcns in the books of ICIC &= they had been
directed by SN.

C) ICIC Investments - SN said that this company n&d no assets or
liabilities of its own though it may have earmed =ome profits before
the 1987 stock market crash which were given ™ ICIC Heldings.

It used to act as the principledor the portfolio a—count and was
not audited. ~

d) CC! Heldings - CClI Holdings is owned by FliL. SDCC and Fulai]
as nominees fcr the bank: It owns CCL UK wmxh is now
profitable having been recently turned arouna. CCl UAE has
been subsequently sold except one local sharemmolder wno
remains as a nominee to ICIC Holdings. Ghamem Mazroui is
trying to get this customer to sell to a third partv. CCl Saudiis a
subsidiary of CCl UK.

Qther Accounts

lbrahim Gad

Mr Gad is an assoc:ate of SKA but the loans-in the tcoks are used to
give BCC control of minority shares in BCC Misr

Abbas Mosseihy

Bad BCC Misr loan probably reduced aue to improcesT funds fiow.

Lisa Genera|

Bad loan supplemented by funds from other accounts.
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Bader 2 Ruwas

This is @ mishandled account. The borrower’s invesarmznt in BCCl
shares is genuine and should be repaid from his owrr Tesources. Itis
possible that ICIC have given him a letter saying thar they will have first
option on the shares. ‘

Bamadaoha

Bad debt supplemented from other sources.

Qggnx

Bad debts supplemented from other sources.

Generzl Agencies

Bad debt.

Haii Ali Fadel

Relates to NBO shares purchased when Bank of Amezrica sold out.
These shares are owned by Mr Fadel in his own rigrT. nowever he nas
asked the bank to buy them back as they are not permorming to his

expectations.

Dhamai, ECTI

Egyptian steel mill loan in Misr and Grand Cayman. ~he Grand Cayman
loan is a loss.

Red Sea Enterprises

A Sheikh Kamal trading account.

Advisors Team

SN briefly talked through the advisors team in his cifice noting that SM
Akbar had been helping him with the Guif group acc=unt.

Imran Imam and Habib-Ullah are assistants who haves helped SN from
time to time. Imam does not wish to return to the UAXE afthough he wil
be able to provice considerable assistance in the CCCAH/GRP/SKA
accounts.
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Mr Jamil Khan is now back in Pakistan and has thresened to expose
some cof the BCC issues if his loan account is not fagiven. SN is not
concemed about this. Mr Razhali in his department wsed to deal with
SKA.

Mr Arjamand Nagvi has assisted SN particularty in resspect of the FiB
account. In addition Mr Nagvi noted that Zia, Kama Shohaib, Hashim
Sheikh and Aluddin Sheikh had all benefitted from p@yments mads by
the bank. SN said that he did not believe that Mr Atzedi had gained from
the bank in a personal way and noted that he was mot in any way
connected with the Gulf group. SN also said that hes nimseif did not
have any bank accounts other than thoss booked irr the bank and that
his only house was one in the UK in his wife’'s name=. (SN broke down
after further discussion of these individuals involvermesnt in personai gain.)

We had a brief discussion on the operzting methccomgy of the .
investigation team and SN stressed the need for cares w0 de 2ken in
respect of the GRP and SKA accounts.

SJ Chapman
21 January 1991
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Minutes cf 3 meeting neld at the Advisor’s Office on |19 January 1681 1=t 11 a.m. I \

Present were: Swaleh Nagvi . J é'/
SJ Chapman
MH Armour
Mike Hunter

The meeung was arranged tc enapie SN tc explain the backgrouna == the accounts undsr
investigauon.

Intrcduction

1.

)

n

il

[9))

SN said that he was broaaly aware of the terms of reference i the investigation tu
would like to be provided with a copy in order that he should «now the extent of the
ground he should cover.

As far as SN was concerned he did not see the distinction temween the portfolics
and other aspects of the loss relationships; but, understood 4=t it is for others 10
decice to what extent information on the portfolios should be Jivuiged.

He said all transactions were supportable apart from cerntam =zecific payments
which he would discuss with us at a later date.

He has sent 2 memorandum to the Chairmen of the Committesss and to Zafar Igkel
setting out the Background to the bank and its development =nd expiaining the
origins and progress of the manipulation of the accounts. Atdhe end cithe
meeting he provided us with cne copy of this memorandum. )

SN szid that he had told the whole story to the shareholders =nc saw no reascn to
held back although there may be centain bits of paper that r==ged to be explained
nct cn their cwn cut in a larger context.

SN asked that he should te given a definitive list of these ac——unts solit into
Company A ana Ccmeany 8 so that he could advise wnether or nct the aivisicn
was approegrate.

SN said that in Aonl 1SS0 he nad tcld His Excellency Habrcussn that he weuld te
able to explain the use of funcs by carrying out detailed recomciliations. He said
that the routing of funcs was ccmpiex, sometimes these weres througn customers’
acccunts elsewnere ana customers were told to pay on the twnds back into BCCLL
Loans had teen created to make funds available and new lczan acccunts had ceen
created to put funds into cld loan accounts.

He said that he would like 10 discuss these affairs in 3 elememts:

* old Treasury
* Gulf Group
* Nominee acccunts

He explained that the funds were used to:

* reduce loans to avoid provision
* augment profit with charges and interest
* to hide Treasury losses
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He said that some Treasury dealing was done inside the bank =nd some was not.
It had been managed by Zaddin Akbar. He said that DPA furms were pooied with
general funds, He said there was no separate private dealing 2y Mr Abedi.

Staff and documents

He explained that the following staff had been mainly invoivec:
fmran Imam

Nadeem Habib-Ullah, who assisted Imran imam

Arjamand Na-qvi, who assisted SN

SM Akbar - SN explained that SMA was only made c=mneral manager in
Cayman for tax purposes and was not ac=mng as the chief
executive officer of BCCI (Overseas). He =xplained that BCCI
Cayman was formerly a booking centre cerated from Londen
by Ziaddin Akbar. This was considered umsatistactory so SMA
was sent down to Cayman to manage th= position but only
booked what he was told to book.

Hasnim Sheikh - hancled the Gokal account. This account: was party audited in
Cayman and so he had to brief SMA on mdw o w:al with e
auditors.

SN said that all records relating to these activities wery avaiiamis in Abu Dhabi with
some in Lenaon.

Oocuments relating to CCAH sharenolders have teen given ©© Sanay Manin and
there were 2 or 3 documents in the DPA filing.

SN said that the US lawyers should lock at Independence Eznk as weil as CCAH.

As far as BCCI shares were ccncerned, there were very litte m BCCl and some
loan arrangements overilowed to ICIC.

He said that he was segregating ICIC records whnich were t1C De seen later.

He said that there was some ccrrespondence in March/Acm with sharenolders cn
the protlems - what they were and how they could be deart “with.

He said he would be gcing away for a short trip of two weexss to Longon in
ccnnecton with his eye operation.

In dealing with the recent urgent requests regarding Dr Pharzzon and from Sanay
Martin, this could affect the urgency with which he could accoress maters.

SN said that SMA was a diabetic and care should be taken 'm liaising with him.

He said that payments had been made to past empioyees :n=luding:
* Hashim Sheikh

* Ziaddin Akbar

b Kamal Sheikh
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. invest 15% and the bank would find other shareholders. This 1t did not do and the

He said that there was no evidence of wrong doing by Hashim Sheikh despite his
abrupt departure. He said that HS's wife had had a nervous .treeakdown and he
was ill. He was scared concerning the US matters and wantec 1o retire as he was
over 8. The payment maae to HS was not so much blackmai. but he had put SN
on the spot and so $1.7M was paid to him as a pension payorf.. He said that HS
was still cc-operatng and SMA had seen him.

Ziaddin Akbar had exploited his knowiedge later in his careerv. When he left he was
recruited by Mr Plum for Senator Carey to attack the bank. He then put pressure
on SN and received S3 muilion.

Dr Pharaon

SN had sent to central credit a memorandum which bifocates mis acczunts from
those which are nct his.

Independence Bank - he said there was an agreement wherecw GRP agreed to

other 85% is held by GRP acung as nominee for the bank. Tiesre is a written
agreement for this. There was a later verbal understanding that took GRP's
invoiverment up to S0% .

SN said that there was a need for a negotiated settlement anc T find cut how
much was invested. He said originally GRP financed his invesarnent elsewhere ana
then BCCI took it over z: a loan.

BCC shares - he has sharenoidings in BCCI of about 109, cf "which 6% ara his own
and 4% as nominee for BCCl. This was financed from loans. 3RP wantsd to sei
his cwn snares at $40 tut BCC! haa no liquidity so effecavelv T=ck over the lcans.
The 6% shares were boucnt by BCC! and passed on to the CFPA in lieu of buy back
arrangements.

SN said that BCCl nominee sharenolders would be analysea :z&ter and that they
were mostly financed frem BCCl and ICIC. Some shareholcerss had their own
shares and had soid them for a prciit which had to be financz=a by the bank.

He said Faisal Fulaij acted as a nominee and was held harmiesss against the related
lending. The bank’s investments of its own shares througn ri=minees had been
initially intended for the tenefit of the ICIC Staff Benefit T-ust =nd ICIC Foundaticn.
There was no value expec:ed to be given to management.

The 4% of shares held by GRP as nominee were transferrea 7 Wabe! Pharaon.

SJC said that Rahman hag tc!d PW that the Staff Benefit Func had owed him a lot.
But SN said that Abeai cniy promised that payments wouid £= made # the bank
succeeded and none of this was in writing. Abedi had paid £71M eacn to the
families of two people wno had died and this had become a —=nchmark.

Independence Bank - it was evaluated by staff. GRP was ke=mn to take 13%
investment and make a czontal gain like the one he made on Naticnal Bank of
Georgia. The other 85% was held by BCC! through nominesss as Abedi wanted to
keep his options open as o its future involvement. There wass much talk at_.that
time when the bank was re-organising about using a US verxcie and Financial
General was considered tco big.
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Nationai Bank of Georgia - there was no written agreement however the profit on
NBG was split S0/50 between GRP and BCCI. Officially he owmed 100%. The
profit was taken into the bank through management fees ana :m other ways.

The reason for the initial S80M opticn followed by $140M purct@mse censideration
was purely structural. The option was taken out and then apsmoval cotained. SN
said that the transaction was at arm's length and that GRP hacs also had an offer
from NCNB which was part shares part cash at the time.

Centrust - the bank had wanted to invest in Centrust and haa =rranged it through &
loan to GRP secured on the shares. This was a $25M back t© pack transacticn
which was mishandled by BCCI Paris branch. First the brancT made a loan, then &
was changed into an investment.

Eurotwunnel - the Eurotunnel shares are his own and not held =n the bank’s behaif.

SN szid that GRP was a hardnosed businessman and the bamk needed to deal witt
him about the $18M loan requested. SN asked that the bank <o not break off
communication and said that GRP had phoned him this moromg. He needs caretu
hanaiing .

SN said that GRP knows of the phoney loans in his name anc =cnfirmed balances.
He never received fees for this but made profit on his BCC sriares and NBG shares

FlIL - around 70% was held in the name of GRP, 10% in the r=me of Sh Kamal
Adham and 5% other. ICIC has cptions 0 acquire these heicangs and GRP in
effect acts as nominee.

The nominee arrangements ccover:

The oil group

the insurance group

SDCC and

the Hong Kong Financial Services Ccmpany.

Faisal Fulaij also acts a ncmines in FilL and insurance (CCHl.
He said that the purpose cf SDCC was tc get into the Sauci. Simiiar nominee
arrangements apply to Egypt. There were either written or wTwritten egreements t

effect the nominee arrangements.

Sh Kamal Adham

SN said that SKA's pesition was much simpler. He had a rc:e in CCAH where ne
was intrcduced by BCCl. He tecame the principal perscn mm=re and gave
depositions at the time of the acquisition of Financial General Shares. There was r
written agreement made with CCAH shares as this was a cie=r violaton of his
statements. The understanaing was however that, exceot fc~ Adham Corporation,
he was acting as nominee and gave blank transfer deeas. —= mantained the
appearance of controlling sharehoider.

In 1288 he wanted to sell his own shares which could have T=gmented the
sharencldings. A long document was apparently drawn up =nad signed but SKA
has said that it was not execuied. He wanted settlement cr :me prom.
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The SKA sharenolding was 12 to 13% with Adham holding ancther 2.5%.

Other CCAH shareholders - arrangements were as follows:

Fujairan - 1,000 in his own name the rest for the bank.

Ajman - partly his own but these were later soid to the cank
Fulaij - wholly a nominee

Sherafa - €00 in his own name and the rest for the bank
Hammoud - wholly for the bank

Khalil - originally owned shares but then sold in 1886

Jawahary - as nominee.

SN said that-BCGC never tock voting powers and had no influeance on managemen

As far as financing CCAH shares from their own resources, ~= said that SKA had
his own money and Faisal Fulaij received a bridging loan frcmm Kifco. His Highnes
had his own resources. Initially the bank had thought that the undertakings
concerning financing of the CCAH shares from their owners re2sources only covert
these three shareholders however it is now assumed that T a—plies to all
shareholders. For the rest the loans came from ICIC and ormw a smai amount fro
their own resources. In 1986/87 rights issues were all BCC Tmancea.

BCC had held under 50% until September 1920. But when = Sh Khalid bin
Mahfouz arrangement was unwound and the 9% in the name of Buricrd was tzke
over by the bank an acccunt was created in the name of Fuzij and Masrig to
finance it.

SN said the teneficial ownership cf CCAH was currently as “Dllows:

Burford/DPA 10%
Adham Corpcration 2.5%
BCCI 80%

Sh Zayed 12%

Sh Khalifa $%

ADIA 6-7%

He szid from incepticn BCC! always owned around 50% zar.c the objective was
capnal gain. A merger was always considered impracucal.

Virani. Gomba, Crown. AS Traaing

Management fees were over charged to these companies ard now need to be
refunded. There will have peen a letter regarding these arrngements.

Prince/IMC - the position is now resolved.
Red Sea - bad lending

Saigo! - used for routing lcans and a settlement has c==n made with the tw.
brothers.
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Caontrol Secyrities shares
The purchase was arm'’s length although it was possibly a buw back arrangement.

Cantrol Securities/Batace [?]/Virani - the bank got a fixed fe= and a share of the
profs otherwise the relationship was arm’s length.

Circularisations were arranged so as to confirm balances witT signed letters given
to customers.

Sh Kamal Adham

With Allied Arab Bank (now Allied Trust Bank), SKA had askez the bank to take
shares to help with the restructuring. It was agreed in princ:e but there was
significant confusion over the names of the companies. Take= over by BCC was
unlikely to meet with approval.

There is a S2 million dollar loan which represents the invesum=mt in SODCC using
SKA as a nominee. s

SKA has been a big claim against the company in respect cf Mis own dorrowings.
Interest was agreed at LIBOR + 1% however much more wass booked. Refunaing
is estimated at about $20M. Meanwhile SKA did not get fee= for acting as nomines
but wanted profit on sale of his own shares.

Otherwise his lending is normal with security against deposit= and properties. The
shortfall or unsecured pertion of the lending is approximate!v S80M. He was
expectng a substantial profit on his CCAH shares to repay a:l this.

SN suggested that contact te maae with him sooner rather ‘man later.

Fulaj

He was actng as a pure nominee and received a reguiar fe= for this. He now
wants to step.

Fuiairah and Aiman

Their positions SN said was now well known. They were ncminees and particicate
for a fee. Fujairah recewvea fees cn a regular basis ana Ajman scld shares at a
profit.

Jawahary

He should be ccnsiderea with Sh Kamal Adham.
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AR Khalil

The relationsnio was managed by Ziaddin Akbar. Khalil usea ™ have substantial
deposits then ZA started doing Treasury transactions on his t=nalf anag for a share
of the profits. Khalil was a shareholder in both BCC and CCAH. In 1988 he wantea
to settle his acccunts and take his deposits. Loans were cresed in order to do
this. Then all his business connecticns were wound up and & Jischarge payment®
was agreed. He handed over his BCC and CCAH shares anc Teceived a fixed
preft of S1EM and he has signed over those shares.

ZA was respensible for notfying what the profit on the bank’s Treasury operations

was and it was very difficult to know what the real profit was. ~rrading on behaif of

the client was expected to make a profit off the books and ZA ~was asked to supply
the profits from elsewnere. In 1884, deposits had been usea =y Treasury by ZA.

He probably established Capcom in 1883/84. He had difficurtw in recenciling the
losses. There was no written agreement with ARK on ARK tra=zing.

ZA had an “authority” but SN does not believe that it was ever signed. ARK was
never given any accounts of any dealings etc although all weres in his name. Abedi
wanted to enhance profits and ZA said that he could do it.

So SN thought that the 1881 to 1684 “Treasury Profits” were 'm effect
ennancements. ZA used to give SN an account book.

ZA cisappeared in March 1886 and then the tax problems arcsse The terminals
were discennected and the operations moved to Abu Dhapi. Papers were later
found in a cupboard and are now here but it is not known thes full extent of te
losses.

SN said it was impossible to reccnstruct Treasury trading ncw. ZA infiated Profits
ana ccvered losses. SN was not famifiar with the pre-1885 csition and he aid not
know who is. He thougnt it was quite possible for a $8C0 mumpn Treasury loss in
excess cf the S365M recognised. The record does have a s==iement showing the
amount of profit injection frcm cther savings and it is onty frcom this that SN has
mace his guess.

Transactcns were not only in the pooks of the bank. Other —==aling tckets for
funas under management are held probably by ARK.

ARK cenfirmed his balances tut had hold harmiess letters. ‘m 1887 he signed them
again and it was explained 1o him that confirmation was nee—=d as his shares had
not yet been soid cn by the nank. SN later asked SKA to taxes over the shares.

SN said that 4 or S propenties were bougnt and sold in the n=me of ARK, some
were joint ventures.

Gulf Group

SN said he was in Abu Dhaoi in 1972/73. At that time the Czulf Groun had deposits
of S20M in Luxemetcourg. Mr Anis had the initial contact. It “wsas the policy of /bec
at that time not to da term lenaing. After one year the Gokass asked for a faciity in
Loncon. It was ngen ana secured on rece:vables They them startea borrowing
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disposal. The marketwas going up at that time and approva was given.

In 1975/76 the lending reached S80-70 million and the:bank was makirig enarm
profits from this. As the UK region had a high cost ase, this high income client
was impertant despite the low capital base of the bank:. Shiczoing was booming
with large orders placed far new ships. The Ggokals used the mepasits far down
payments and berrawed from.the bank. BCC| focled themseaaves SN said.

In 1978 the borrowing reached S10Q million and new reguiaticns were intraducse
by the Bank of England concerning individual exposures. Thes account was mav
to Cayman but still cantralied fram England. SN wentto the K wnere there we
lots of tax problems and by default SN started looking:after Cayman. UK
management washed their hands of the Gulf Group and SN tok it aver. nthe
early 1980Q's, the barrowing reached $250 millicn and: with a reecession underway
the Gokals wanted to be bailed ocut. S50M was required ana o it went cn. The
bank tried many ways to contral the lending. The Gakals carmminued ta speculate
geld etc and lost money.

Hashim Sheikh managed the acccount and SN would" meet thee Gokals and be
pursued to lend mare money.

The Gokals knew that their acccunt was cutside narmal prec=dures. SN would .
the Gokals to route funds and assist in the manipulation of tr= Guif Group
accounts.

The Gulf exposure was so large that Abedi/SN needed to creaw the bank in orde
resolve the position.

Sheikh Hamdzan

He had a loan account here.  City Centre Hotels went into —=fauit and Sh Hamd
wanted a ecncessionary rate of interest which was agreed. . mstead he tried to
the interest accrued write-off into an investment. ShrHamaam was pursuaded ta
take a loan of S80M to be used for BCC shares. Instead thes funds were used fa
other purpeses. The other lencing was Dirhams 30M.

Hammoud

He is a CCAH ncminee. He has joint ventures with ICIC Hcxdings.

Egyptian loans were bad debts of between $70-100M in BCZT Misr: Sﬂc_;he. bank
asked Hammoud to buy them at BCCl's nisk. Then gave hrm the facifities in Cyp
and Kuwait of around $20-30M. This also relates to the ste=st miil account.

Misr went wrong in the early 1S80's. SN said that Misr man=gement did not betit
that an L/C was a real liability ana earned good fees. So uT=y cpened many ang
failed to control them. Documents were released an trust rescelpt. torrowers
deliberately defaulted and the exchange rate went against dr=m leaving the bank
expesed.

Hammoud loans were used to assist other bad debts. In Canada an hotel was
financed by BCC Canada. Hammoud tock it over as jeint veenture. Carison Farm
in the US - the same thing.
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ICIC was involved to Keep the bank at one step removed. Harmmoud acted as
BCC's shares nominee. )

He has small shares secured on property and life insurance cower. Hammoud
received a fee from ICIC.

SN said that Hammoud acted the same way as Jabaly where = probiem loan in
Misr was transferred in his name in order to try to recover the sscurty of a propeny
in Lebancn.

Reguiar joint ventures were done with Hammoud. His heirs ares responsible for 0%
of those joint venture losses. BCCl and CCAH shares are regzsstered in his name.

US operations

SN szid that the US operations were required to obtain dollar ==posits. Offshore
deposits were required and Latin America was a major source of dollars for US

. banks. The Miami branch was profitable based on importng &nd exporting for US

customers. Los Angeles and San Francisco never made a pront. Miami was
mouvated by a desire 10 mobilise deposits.

Kifco

Kifco is 49% owned by BCC! and 51% owned by local investcrms. Of which 28% are
not responsible for their losses and 25% in the name of Towes: who are not acting
as nominees. Itis managed by BCC. Initially it was set up tc Irade in shares and
financing international tracing. It was used to mobilise depositss from Kuwait until
the central bank stopped it.

The company was also used for ccmiciing loans. The Scua =! Manag losses were
turned into leans and Ziaddin Akbar created new companies "r loans that were
bad cebts to te parked in.

BCP

SN said that BCP was clean with no phoney acccounts. It was= nowever used as a
routing for remittances tetween Igan accounts.

CEC
SN said the position on this was cpen.

ICIC Holdinas

This was used for jcint venture agreements with customers. it did not have a large
balance sheet and its major. asset was its investment in [CIC Dverseas. It was there
to remain one step removed.

ICIC Qverseas

This was used for funding cf BCC and technically it may havee a ctaim on BCC for
funas taken fcr the Guif Group and others. There were pemzaps S100M in this one
.plus S100/150M. SN said that he had recommended sharenlders to support ICIC

and its problems are manageable.
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The purpose of Apex Holdings was to route dividends througrr 1o the staff benefit
funa and foundation. ’

He said that Kasmi was trying to reconstruct and was needing o liaise with Akbar.
He was only responsible for external-funds. Kasmi was otherwise not involved but
should have drawn his own conclusions. Since March 1850 = nas been informed
but never kept his own orderly record. Things were being rcizz=d through Kasmi.

ICIC Investments

The company managed other people's funds. It was a nomina company but was
part of the overall scheme of things. :

ICIC has injected funds into CC! Holdings Luxembourg which Dwns CCL UK, which
was loss making but has been turned round. CCl! Holdings Luxembourg was BCC
owned througn nominees. The UAE ccmpany is owned by ICT Holdings througn

nominees. The Saudi is a subsidiary of ICIC Holdings.

There is @ memorandum on this held by HE Mazrui.

GAD

The GAD loan in effect was the nominee invesmment of BCC T Misr. The beneficial
ownership of Misr is as follows. BCC 48%, public 10%, GAD %, Jawhary 4-5%.

Abbzs Mosseihv/Lisa General - poor lending with credits frcrr elsewnere.

Rawas - Invested in BCC shares from his own resources. He nas a letter from ICIC
giving the first option to ICIC to acguire them. Lens have ncT peen taken on
deposits in Dukbai and Oman. :

Bamaodah - pcer lending and the accounts have been reduc=a.

Sogex - abeut S1M was used to reguce accounts.

General Agenc:es - no greciem.

Haii Ali Fade| - he owned the NBO shares in his right financez by BCC.
Dhamal - no problem; possicly some manipulation. .

ECTI - steel miil ccnnected with BCC Misr and Cayman.

Red Sea - Sh Kamal Adham and not manipulated.

Advisar's Office

This particular responsibility within the Advisor's Office was z== follows:
SMA Akbar - Gulf Group and helping SN
Imran Imam (assisted by Nadim Nabim-Ullah) -CCAH

GRP
SKA

1/8



The SKA acccunt used to be handled by Jamil Khan and Fakmir Hussain, aithough
Razaii used to really handle the account.

Arjamand Naqvi -  assists SN and looks after List 1 accounts. espedially FiB.
Handles FIB account.

Jamii Khan is in Pakistan - some of the funds were handied =w him but he left
behind papers. He wanted to discuss his loans but SN coua not heip him. SN
advised him to tell the bank, SN said we could see him if we wanted to.

Fakhir Hussain - was handling the accounts onty haff heartecty. Not involved in the
underlying transactions, however, he may have surmised.

Sharaf in Ca;Imaﬁ was only a bookkeeper really.

Nobody still in the bank has received any amounts.

Kamal Sheikh acquired acknowledge through Ziaddin Akbar =nd Jami Khan and
then blackmailed. SN thought that ZA was the real crook. }—fashxm Sheikh was not

in the same category. N

Ziaddin then also put on the squeeze. Nobody else has excxoited their postion anc
SN has no knowiedge of misuse.

SN said that Mr Abedi had no direct gain and no relationsnicc with the Gokais. SN
said that Abedi was disgusted with the Gokals.

SN said that he had received no monies in connection with =il of this other than
was in his personal account with the bank.

During the ccurse of the meeting Mr Nagvi broke down sevesral times in tears and
had to recompose himseif.

MH Armour
Reccrded on 23 January 1881 from contemporaneous notes.
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Notes on a meeting at the Advisor's Office on‘&O January 1991] at 12 ='clock

Present were: Swaleh Nagwvi
MH Armour
Nadeem Habib-Ullah

The meeting was held principally to discuss the accounts of Or Ghamr Pharaon (GRP).

SN explained that the bona fide accounts of GRP were kept entirely s=narate from those
accounts for nominee and manipulation purposes. He said he wishex to discuss the GRP
position as follows:

1. Relationship

2. Written arrangements

3. Split of accounts '

4, History of his non-accounts

5. ldentfication of major transactions
Relationship

He acted for nominee for BCC in the following way:

a. BCC shares, which were about ‘O/‘O BCC and his own.
b. National Bank of Georgia, where 0% of the profit was due to 2TCl
C. Independence Bank where 50% of the profit was due to BCCi

He also acted as nominee for ICIC, in particular through his involvement with FilL. The
ownership of FlIL was as follows:

70% - owned by GRP and a written option agreement for ICIC
15 “% - beneficially cwned by GRP
% - beneficially cwned by SKA
% - owned by Faisal Fulaij (2% for himself; 3% for ICIC)

SN explained that Mr Abedi worked for Habib Bank in 1946. After camation ne started
deveioping branches in Pakistan. He became disaffected and his crrmiple am was 10
invoive management in the business. With Saigol capital he formea z pank. Before ICIC
he intended it to be a profitable operation. He firstly identified Attccx Dil, wnere the UK
company wished to divest, and so FilL was formed in order to own 7= oil ccmpany.
Then came the insurance group at a later date.

Under FIIL, there was mainly Attock Qil, involving the UK company raving operations in
Pakistan and elsewnere overseas. Concessions were obtained in Atw Dhabt and so
various companies were formed to exploit this. SKA had panicicatec m this. However,
large losses were incurred of S20M. FiIL had a loan from 8CC ana s was ransferrea to
ICIC .

Tradiagrain

This was a Swiss commaodity trading company owned by the Gokels. When they
pressurised the Gokals to sell their assets they acquired Tradigrain Tmough GRP and the
proceeds were applied against the account. ICIC had agreed to finamce and run it but
failed to do so . GRP had initially said that he was interested in takin over the operation
but actually it was cwned by ICIC in GRP's name. [t has since teen =oid to 8P and the
loans repald.
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ICIC gave loans to GRP and the funds{used to repay in BCC.

List B loans werge used for the investment of BCC shares and for servicing othier loans
including the CCAH lending. This was done to show the auditors thaxz the loans were
being serviced.

He said that there were written agreements in respect of these nomimes arrangements in
the files.

Independence Bank

SN gave me a copy of the option agreement between Independence Bank and ICIC.

SN explained that when Independence Bank was acquired, Mr Abed 'wanted to keep an
opticn open for the bank to acquire it. 51% of the bank was held by 'SRP and 85% for
ICIC or its nominees. This written agreement may be null and void, =s ciauses were not
fulfilled. GRP asked for 50% to compensate him for his active manac=ment oversight of
the business.

SN said that there is a letter from GRP saying that he wants to stay & 15% written about 2
years ago. A copy of that is in fact with Mr Shoaibh, the BCC's man put in at
Independence Bank.

NBG zgreement

Tnere is an agreement in writing for the bank to charge fees on the ==ie.
Attock Qi
There is an option agreement on Atteck Qil and the UAE concessicrs.

Confarmations

GRP was asked to confirm balances but was given side letters that :czans wouid be settled
from securities held, i.e. supposedly underlying investments for the mominee claims. GRP
occasionally would ask for his nominee loans to be settled and SN ©id him that securrties
would be available. This was about 2 or 3 years ago.

Statements given to GRP

The statements were given to GRP to help keep track of his ncmine= and ¢enuine loans.
They were broken down in the following way:

bona fide accounts

investment in BCC and FlIL (later transferred to ICIC)
NBG related

Ad hoc - to repay third party locans

Independence Bank related

®a0 o

SN said that GAP did not know the real purpose of th2 loans and thught they were oein
used to finance BCC shares.

As regards the BCC shareholdings, Mr Hafeez is preparing a schecwie.



SN asked Mr Nadeem Habib-Ullah to create a transmission record re—ording the debits
gach account and their destinations.

As regards his analysis of security:

List A security relates to depaosits on which there is no formal lien

Eurotunnel shares, which are fully secured

Centust, which he said was dispose of

List B security relates to Independence Bank

Batace - SN said that Imran Imam in London would know the invoiverment of GRP in
Batace and the Virani connecticn.

Rainman - SN that Imran Imam would know more about this, he said 1 was partly nomi
and partly GRP.

Rio Estates - he said that this was GRP's personal borrowings.

SN agreed that Derek Tyler should visit Il to discover more about thes=..

Redec - was not used for any purpose.

List A No 15 - S5M was given to GRP for extra capital in Independenc= Bank.

As far as GRP's files in London are concerned, SN exnlained that the :3rana Jury in Ne
York had subpoenaed GRP's files. GRP had served an injunctcn on ne bank to ensu

the files were not despatched to the bank.

As regards the grosect of repayment, he szid that GRP had the capac=ty to repay the |
A borrowings.

GRP requested an extra $17.9M to reimburse for injecticn made intc :mdependence Bz
in the 3rd September quarter. He explained that certain accounts nesmed to be remon
from Independence Bank and GRP had done this on the understancimyg that the funds
would be provided by BCCI.

He suggested that the bank still needed GRP to sell lndependence Eznk. Hetalked ¢
net worth of S42M at a multiple of 1.75 giving a value of approximateiv- SEEM.

MH Armour :
Recorded from contemporaneous notes on 23 January



Notes on a meeting at the Advisor's QOffice on|2Q January 1831lat’acorox S =

Present were: Swaleh Naqvi
Nadeem Habib-Ullah
MH Armour
John A Guy

| raised with SN the comment he had made in his memorandum regarding tat in 1586/87
an arrangement had been entered into with Mahfouz

SN explained that Mahfouz wished to acquire the bank. An arrangerment was made with
ICIC whereby ICIC had undertaken to procure 30% of BCCl and 30% of CCAH subject to
the separate regulatory approvals required.

BCC shares

Some shares were sold to Sh Khalid that were held by nominees (this could be looked
up). The funds were received from SKBM and utilised against the ccrresponding loans
and for other loans. There was a poot of funds used to repay other+czns.

There was a rights issue and the other shareholders all waived rights .m favour of Sh
Khalid. Money flowed directly into the capital of Holdings.

Convertible capital notes were issued to him and again credited to e cacnzi of Holdings.
Together these made about 30°%.
CCAH

2.8% were sold to Burford lnveszmems'(which held them on behaif cr Sh Khaiid - these
have now passed the DPA). The vendor was Crescent and Stock Hodings wno passed
the shares to Mashriq, which was then acting as the nominee for Sh Khalid.

Because of the need to get requiatory approval, the other 20% was ~t transierred into St
Khalid's name. However, he provided loans through NCB secured cm the 20% shares
which enabled the bank to get funds. An agreement was entered irtc with ~im wherepy
Sh Khalid could divest within 3 years except for the capital notes wnicn were redeemable
in 5 years. Secondly ICIC group guaranteed to acquire the shares r—m Sh Khalid at the
initial purchase price plus a profit equivaient to the prevailing interest Tate. heanwhile Sh
Khalid notfied towards the end of 1987 or early 1888 that he did ncr-want to go ahead, i.¢
he exercised his shadow option tc sell the underlying shares to ICIC.

BCC shares sale

BCC started acquiring BCC shares from him by creating loans ana ==aying rim in
installments. In August 1988 ICIC borrowed S435M from ADIA ana 37100M from NCB to
buy the shares from Sh Khalid.

With interest etc ne was paid about SS35M.
The 20% shareholdings were sold to the government in 1990 for SECIOM. These proceec:

were used to repay the ADIA loan of $435M plus interest of about ST2M/72M, $115M
were repaid to NCB and the balance was put to a general pocl of fumas. Tre bank in
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effect made a profit on the transacion even after interest payments &: about $50-70 milliot

used to make write offs and make up sho(gtaﬂs_m_snmofgmed's &E=count. |
Cea it chirea 7 ©

Pressure came from Sh Khalid for the 9.9%Theld in the name of Burfard to be bought.
However, the government would not buy. So it was agreed to pay nam $147M which was
effected in the form of 2 lcans of $100M and $47M. BCC took over 1t CCAH shares.

However, BZC owed the DPA 20,000 CCAH shares - it had used DF4 funds for other
things. So the $147M was added in the name of Mahfouz to a CCAl= lending with no
increase in the undertying assets. A balance confirmation was obtaimed from him for audi
purposes.

Before the government tock over the 20% CCAH shares in 1SS0, the snhares were used tc
support further loans and accounts were opened under the name of CCAH Shareholders
with NCB. The funds were transferred back to BCCl Cayman. The icans amountsd to
S320M and the proceeds were used to:

1. pay back loans of Crescent and Stock
2. surplus used in the pool

If Mahfcuz had got approval for the 20% helding in CCAH he would m@ve had to have pai
in the funds. On the Burford shares, there is a 9.9% blank transfer c==d for 26,000 at the
wiil of DPA. Interest on the S147M, i.e. the minimum price agreed, has been paid to
Mahfouz by creating a loan in Bzhrzain of about $40M.

GRP

GRP was selected as a nominee and used to borrow money from NC3. GRP consented
to the opening of the account and there should be a letter on file scrmewhere holding him
harmiess. Amounts of S7TOM and then S35M were borrowed several ‘¥ears &go and
serviced from elsewhere either debited to GRP's own accounts or curer acccunts or (CIC.
NCB aiways had placements tc ccver this borrowing.

GRP feft uncomfortable with this arrangement, as he had to renew e=xzn year, NCB was
also uncomrortable. So the bank took it back.

SN said that in all of this, there was no grand plan - just ad hoc excemiency. He said
there were no separate reccrds maintained to keep track of what wa= done.

SKA

SN said that this was a simple affair and that NH would be able to asssist in Tacking
amounts. He suggested that the bank should be talked to. He saic tthey were non-
sensitive accounts in the bank and suggested that | talk to Mr Fakhir Hussain. He said
the acccunts were not debited with amounts for account maniputatcm.

Hammoud
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He said there was a great overiap with ICIC. An exercise had-already Deen done. He
suggested that we look at the latest communication with the bank by asking Mr Velmi.

He said start with Mr Velmi but the bulk is in ICIC. In BCCI there is H&ammoud's own

borrowing and Egyptian loans parked there. We should talk to SN acout the Egyptian
loans.

MH Armour
Recorded on 23 January 1991 from contemporanecus notss
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Notes of a meting held at the Advisor's Office onj22 January 383l=r S pm

Present were: Swaleh Nagy]
SM Akbar

Ariamand Nagvi
MH Armour

Neil Blair
Charles Barrows

The meeting was arranged principally to discuss the affairs of Sh Kamal Adham and &'
SDCC and Jawahary.

SKA

SN explained that SKA had been a shareholder in BCC since inception. Initially it was
subscribed by him and later rights issues were party funded from his own resources &
partty his nominee. He has always been useful in developing the bamk'’s business.

@ The first original purchases by SKA in CCAH were with DPA and Faissl Fulalj. He went
A through length depositions and became the lead shareholder. He, with Acham
Corporaton, held 14/15%.

With CCAH, the initial subscripticn was from his own resgurces ana Ine rights issues w.
funced from loans. His personal name shares were expected to eveemually become
nominee holdings. There was no written agreement until 1988 wherr SN wanted to kee:
the shares under control.

SKA was unwilling to compromise his position, so he had an option &greement with [Clt
for them to buy his shares within five years. He wanted a profit for '=ring the' world as
nominee. He has signed blank transfer forms and the shares are temg used in the poc

His cther nominee lending includes:

FIiL - 10% financed by ICIC and secured by the shares and ccentrolleed by ©
0 SOCC - nominee company. BCC lent the money and it was ccnuciieed by BCC.

SN explained that he had sent a memorandum to central credit ccricc=rning Me list of
acccunts and his reccmmendations.

As far as List A was cencerned it related to a CCAH lending and | exalainea that Mike
Hunter and Mick Walker would be locking at that. We concenuatec ©n List B which wat
designated non-CCAH lending by SN.

North West international

SN explained that NWI was a vehicle for investment in Allied Arab Ez=nk (now Allied Trus'
Bank). The bank had agreed to invest in ATB, but held the investament through NWI. It
would have taken more but was unable to obtain the appropriate aczorovals.

Qriginally the investment asked for by SKA from the bank was £6 rmxiiion for the shares
and also to take over the restructunng costs that were added to it “The bank committed

n to the investment and there was a lengthy restructuring in which Mr :Shawan was invoive
Interest was charged on the acccunt.
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Under the arrangements the bank could become owner of about 3-57% of Allied Trust
Bank. Balance of acccunt represents accumulated interest and charcees from the initiai

investment.

SOCG

This was a nominee investment .

Account 2971

This was CCAH related.

SN stated that the accounts were clearly split between his own borrcwing. SKA's own
pecple, which inciuded a qualified accountant, would have reviewed Ine statements.

SC3

A S25M loan was taken out from the Cairo bank in the name of SKA with BCC making an
equivalent placement with the bank. The funds were paid back to the bank to appear as
repayments to CCAH lending. Interest was paid either from his currestt acccunts or
externally, i.e. through ICIC as part of the general pool of funds.

BCC Emirates was used to park loans in order to use its spare liquicitv and to move
preftability around the ¢group.

The tifocation of the accounts follows the way in which it was always presemnted to SKA.

SN suggested that furnther discussions were held with Mr Arjamand N&gvi and that Zafraz
should te asked to ccme from London where he has now been mac= redundant. He
said that he knows a lot githough his involvement was only bocking Ine enties.

Claim

SN said that there had teen an agreement with SKA that interest shcuwid be charged at 1%
over LIBOR. This he said was in writing in about 1985. In fact the tz=nk charged much
mere than this. On CCAH related lending it did not concem SKA since he was not
responsidle for it. On the other lending he had had a claim to get the acccums adjusted
10 sIp out the excess interest and service charges and bring the interest back down 10
1% over UUBOR. SN said that SKA had confirmed the balances ana SCC haa separately
agreed to refund the charges even though he confirmed the balances. SN said that SKA's
motvation for this was the large faciiities afforded to him by the pank =nd the promotion of
goodwili in the relationsnip.

SN said that he thougnt that a statement showing an analysis of a resTund amounting to
S20M may have been given to SKA. He said that his last meeting wnim SKA had been
three montns ago but there had been no further contact awaiting ressrructunng the
account.

He said that the two main things that were outstanding were agreemesnt on:
1. excess charges - as above

2. compensation for carrying the CCAH shares and his role in th= bank. He szid that
SKA was expecting a large payment, and SN said that he hac. indicated to SKA that

S20M should be paid.
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Asked who was responsible for raising the excess interest and service charges, SN said
that he would ask Grand Cayman to book the extra profit.

Jawnary

He said that Jawhary was an associate of SKA. When quizzed abour the payments made
from the SKA accounts into Jawhary accounts, in particular SAK Tracang, SN said that
SKA authorised all the payments and so that the reasons were his cwm affair and
professed not to know the reasons behind the payments.

SECIF - Jawhary acted as nominee for the bank.
BNK Holdings - Jawhary acted as nominee for the bank holding sharess of BCC.

Syed Jawhary - Jawhary acted as nominee for holding CCAH shares =n behzlf of the
: bank.

SN said that we should also find nominee hoeldings in respect of BCC Misr. He said that
GAD and Jawhary bcth act as nominees for this together with their f&rmiiies. He said that
the ownersnip of Misr was approximately:

BCC 80-65%
Public 10%
Other 10-20%

SN said that they may have used GRP accounts to pay SAK with fees that were due to
Jawhnary for his involvement as a nominee for the bank. Fees were c=id on a formuia
basis for his involvement as nominee for BCC and CCAH. Mr Azmutwillah arranged
payment of the fees.

Asked about the payments by Kaad Ccrporation to Red Sea, SN saic that this was SKA's
own business and the tank was not invelved.

Jeddan Hotels

This was a £0/20 joint venture between SKA and GRP. SN said that =RP was acting in
his own right and not as nominee for the bank. He said that GRP ha sold his interest to
SKA and repaid his related borrowing. \When asked whether or not =7Is repayment by
GRP came from his own resources or from drawdowns elsewhere crn GRP accounts, SN
stated that it was from GRP's own resources and that we should not —rejudge GRP's own
bona fides just because the bank had manipulated accounts in his n=me.

SKA finances

SN exolained that the relationship with SKA had started with deposrs Dlacea from his own
rescurces at the very beginning. SKA's liquidity had been very tigitt "=r the last 4 or S
years. He had invested in properties and the market had crashea anx he cculd not put a
values on them.

SKA had had a large ccmmission business with the government but :mis had stoppea

about 4 or 5 years ago. He had some income and assets but there ~was no reliable
financial information.
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SKA had not made any payments or serviced interest from his own ressources since 1884.
SN regarded that prospect of recoveries from SKA other than througrT. the realisation of
securty to be dim.

He thought that SKA was potentially dangerqus to the bank if a conframtational approach
was adopted. He thought however that SKA would like to settle these affairs. SN had
discussed this with Mr Jawhary but the arguments are unsettied conc=ming the level of
rebate and the fee concerning CCAH.

Asked about the promissory notes on file signed by SKA, SN said tha: SKA wouid sign
blank promissory notes. [f they were filled in first, it was possible tharthe balance on the
relevant accounts would rise above the amounts in the promissory nc®s so they would
become invalid. Instead blank signed notes were kept so that they czuld be completed as
required to make them more legal. They might still be voidable but nmwuch better than an
outdated promissory note. Asked why a customer would be happy t sign a blank
promissory note, SN explained that the customer was happy to do that since there was
significant goodwill between the customer and the bank and the cusz=mer trusted the
bank only to act properly. Asked why the bank required the customezr to sign the
promissory notes, SN explained that they were obtained in order ta nmxslead the auditors
that the locans were bona fide and supported by promissory notes.

He explained that the main businesses of SKA were:

Cairo Beverages

Red Seza

Contracting businesses
Property businesses
Commission agents

- He sucgested that Neil Blair should meet SKA as soon as he was rez=y.

Jawhary

Heavy interest was also charged on his acccunts although this has vest to be disputed by
Jawnary.

SDCC

This represented the bank's investment in Saudi Arabia. No branchess or rep offices were
permitted and BCC wanted an office there. SDCC was set up with siTmreholders SKA
holding 85% as the ncminee for BCC and Abdullah Aziz holding 10% with 5% elsewhere.

1985 the nominee shareholdings were changed to ensure that SDCC did not appear in
SKA's group accounts. The three new nominees were chosen by Mr Jawhary.

It did no real business except invest in 2 properties, one of which hasz since teen sold.

Restrictions were placed on companies in Sauci Arabia acting on berrz=if of foreign banks
and so the company was used for the routing of funds on behaif of EZCC. The local
accounts of SDCC did not reflect these dollar borrowings and loans .m order 1o keep the
balance sheets small and so minimise the amount of tax payable on et wort.

In 1880, locans parked in SDCC included Bishir - against BCC shares. Haj§ Bin Sultan -
against BCC shares, Unetco - regular trading, Darhad - nominee transsaction. ?
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Loans could have gone somewners else. The Saudi general managesr does not know of
the loans. It was formerly managed by a BCC manager on secondnteent who used to park
bad loans and route lcans for peor lending.

Kifco was used in a similar manner.

SECIF

In Egypt only finance companies could have banking arrangements i supported by Arab
ownership. SDCC was used to provide this for BCC's invoivement ir Egypt through
SECIF. After 2 or 3 years offshore banking was allowed so SDCC imwmivement became
redundant T

SECIF was mostly owned by BCC through the S0% owned by SDCC =nd by nominee
heldings by Jawhary. The remaining shares were held by, SN thoucm, the public and
others including some insurance companies. BCC seconded staff tun after 2 years lost
interest. |t is managed by is own board.

SECIF gave no dividends and business was restricted. If Egypt allowss conversion of
SECIF into a bank then it may have some value.

BCCI Financial Services Pte Ltd has one or two properties in Oman &nd Dubai. It is
funced by BCC Emirates. It may have been used in one or two noMINee arangements.

BCC Financial Services Hong Kong may be an investment in Kifcc arrd other leasing
companies in Malaysia and Hong Kong.

Ownership'is through BCC Financial Services Dubai through SCCC = get rcund UAE nor
banking cocmpany restrictions.

BNK Holdinas

For BCC shares.
CCAH
The CCAH shares are used as a pool. The CCAH lending represerts=:

Rights issues
Loans servicing
Increasing profit/high management fees

The S20M fee payable to SKA referred to earlier, SN said, was not tz=sed on a formula bt
he had calculated on the basis of the fees calculated for other nomin=es where a formula
was used. In simple terms it was 10 years times $2M per annum.

He said the S20M rebate on interest and charges had been calculaten by Mr Raza Ali.

When asked why the schedule summarising the analysis of the S20M’ rebate only coveret
1988 and 1989, SN said that he had just picked up 2 or 3 years sinc= if he had chosen a
years since inception of the arrangement in 1985, the amount woula mave been 100 MUCt
The exercise was done at the request of SKA and Jawhary and he s=rd the statement wa
made a year ago. He suggested that we ask Fakhir Hussain wnethesr or not a statement

had been given to them.
13C



. MH Armour 23 January 1891 based on contemporaneous nates.
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Minutes of a meeting at the Advisors® Office on 24 January 1231 at £ —m

Present were: Swaleh Nagvi
SM Akbar
Neil Blair
MH Armour
Mike Hunter
John A Guy

The meeting was held to discuss the affairs of the Guif Group.

SN explained that there were about 100 files covering the relationship smce 1972. The
whole story is in the files and onty bits of detail may be missing.

He explained that the Gokals were an old Indian business family from Southwest India
around Bombay. Two generations ago they had migrated to East Africz and then on to
Irag (?). The three Gokal brothers who owned the business were Mussmpha (based in
London), Abbas (based in Geneva) and Mustiaz (based in Canada). e main business
brains was Abbas although the bank also deaft with Mustapha. Abbzs was settled in
Geneva which is effectively the base\. .

SN had had no contact with the Gokals pricr to BCC. The account rei=tionshio started in
Londecn in 1972 when SN was in Abu Dhabi and Akbar Aneez was ger=ral manager in the
UK.

The bank needed both deposits and business. The Gokals placed SZ2M in Luxempbaurg
" and London. At that time SN said that he had no knowiedge of their ==z2 of cperations.
In 1977 they started opening facilities in Londen of modest amounts amd started routine
substantial remtances through the bank and letters of credit. This teame mgjor
business for London.

It was the policy of the bank at that stage not to do term iending but =Ty trace finance.
However, in 1976 the bank started shipping loans as bridge finance fc:~ the Gekals
secured on old ships. Usually for a period of 2 years.

The depasits were then withdrawn and the reascn given that they wers used as down
payments on large orders for ships from the Japanese. At the same Tme the Gokals
started buying other businesses. The relationship was invaluable but e size grew to 380-
100M which at the time represented 50/60% of the bank’s capital. In 19XX the Bank of
England issued its 10% guideline concerning individual risk. Althougr: tne bank was based
in Luxembourg, its UK branches had to report to the Bank of Englanc.. So the borrowings
were moved to Cayman in 1976. The account was still managed frem London. When the
exposure hit $200M, the Board and the auditors were concerned. Me=tungs were held
between Mr Abedi ana the Gokals.

UK management ccntinued to manage the account until it grew tco lemge. The profits
went to Cayman and it was a problem account and was treated as "cux of signt, out of
mind’. SN took cver the responsibility in 1978 for the account assistes by Mr Hashim
Shetkh. The balances ccntinued going up.

By 1985 (?) they had been hit by the shipping recession and the Gokass came to the bank

asking fc: salvation. It was clear that the bank’s and the clients’ fates “were interlocked. If
the bank had not supported the Gokals, S0 to 60% of the capital of &-= bank would have

been wiped out.
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SN initially agreed to extend S50M and insisted that the Gulif Group recuce operating
costs, reducs the size of their establishment and divest assets. The SS0M was exhausted
in 2 or 3 months and the Gokals kept on coming back. They would snow a demand from
a bank or a notice of arrest of a ship. The bank would be told that if these were not met
then the holding company would have defaufted. The situation was & mightmare. SN
used to run the bank during the day and at night with Hashim Sheikn "would go to thse
Gokals offices to discuss matters. Twao or three times a month the Gokals would ask for
more money in sums of 82, 3, SM and it would be allowed.

There was considerable pressure from auditors, the board and evermuzily the regulators.
The tangible securty was very small.

In 1982 the Gokals reorganiséd the group into two holding companies. One was GIH
organised to show a good balance sheet with much net worth. This was the paperwork to
support the paper security. |

The bank was having a major problem with publicity. In 1985 it had = treasury losses. |If
the Gokals folded in 19886, then there would have been a big problenT with publicity. The
US situation then arose. External factors played a major role. Withoum a fallback position
or a lender of last resort, it was impossible to stand up to the Gokals. Because of other
loans not being serviced, he started to use the Gokals account to rcure funds back into
the accounts. This should be traceable. There were no organised r=z~ords for this just, ad
hoc arrangements. The reconciiation work is being done from notes ™ade.

From time to time he tried to get them to reorganise their business. T'ney had a company
Tradigrain that had a net asset position of about $26M. SN got it scic to Or Ghaith
Pharaon to reduce the balances. However the business went down =s partcularly Saoviet
purchases of grain fell and the business was eventually sold to BP.

SN tried to help generate business in bunkering for Saudi flag vessei= working with Sh ‘
Kamal Adham and Or Ghaith Pharaon.

They had a finance company, a licenced deposit taker, in Hong Konz. The Gokals said
that the bank had to fund the LOT too to avoid a collapse due to its :icquidity cnsis. They
continued to speculate and made losses in trading and on these spe—ulative ransactions.
The bank tried to identify these but the Gokals never admitted them =md they found out
from the market that speculative losses had been made.

After 1986 SN asked for a monthly repert of cash flow but had no me=ns to check .
However, they were not much help due to the recurring ad hoc crises the Gulf Group had.

The offshore companies were set up once the Gulf Group limits were =xhausted. The
companies had bearer shares which were mostly owned by the Gokars. These accounts
were opened in Kuwait, BCCE, NBO ana funds would be routed frcar them to the main
Guif Group accounts. SN said that he hoped to get other customers 0 do joint ventures
with these offshore companies. However, the joint venture in Sauci ~rabia involving SKA
and GRP had been a bitter experience. The Gokals had defauited znm GRP had been on
the receiving end of writs and was very unhaopy.

Last year the offshore lcans were consclidated. The balances are weall estadlished ana
only need analysis. Some money was used for the bank’'s own purcoses, however the
offshore funds have only been used for the Gokals account. The vcurchers should
represent the principal amounts drawnaown plus subsequent interest..
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SN arranged private financing for them, say $15M for 6 months, from “cther sources’. SN
would not specify what these sources were saying that he was not pesrmitted to by higher
authorities. He confirmed that Mr Mazrui would have to give his pemmssion for SN to
discuss these external sources further. He explained that from time ™ time the trail wiil go
into these other sources. Untl we could see the other sources we wawid not understand
the full picture. He said that the matters could be explained later. Thes bank tock
responsibility for refunding these other sources.

SN said that there had been insinuations that the Gokals might be in Tmrtnership with Mr
Abedi or some other manager. He said that this was not the case arm that the
relationship with the Gokals was only force of circumstance and in fac= was out of cantrol.

As far as the recovery process was concermed, he said that.he did ncx think they had any
wealth of substance. The relationship had become very intimate ana SN had made his
best estimate of their assets. The only findings are in the file. They c=rtainly may have
money - however he could find nothing substantial. He concluded &t they could only ¢go
into liquidation.

He recommended to proceed only once the financial position of the t=nk was clearer, and
that they should be taken into liquidation. Neil Blair asked whether.twas practical to write
off a substantial amount of the debt and ask for the balance to be re=nked. SN thougnt

this was impractcal. They have not once met their commitments.

He said he had to cross his fingers when they were paid funds to rcua= on elsewhere that
the funds did actually flow on. He had no confidence. He found it ciifiicuit to accept that
any arrangements would be honoured.

The bank took personal guarantees from the three brothers who are the shareholders.
When the bank started threatening, the family fell apart. Mustapha was approached but
both he and Mustiaz were scared of Abbas who would be using the ‘wnds. Mustiaz went
to Canada. Even the children tried to keep away. :

He said that Abbas had never been a shareholder in the bank. Whem ICIC was acgquiring
shares from the Bank of America, the Gokals had a finance comparv.. ICIC may have
borrowed $2.5M short term from the finance company. There were D joint ventures or
any relationship of that sort between the bank and the Gokals. Their accounts were only
used to hide losses and boost profits. He said he could not suspercc interest because of
the balance sheet and couid not leave the loans appearing to be ncrr--performing.

He said that the Gulf Group were not connected with the affairs of Atttock O or Nigeria.
Attock Qil was an investment by Abedi with Ghaith Pharacn. He saicthe Nigeria deal was
to lend S200M to the government. Attock would lift the oil and repav.. The deal did not
happen. The Saudi joint venture did not involve the bank onty SKA and GRP participation
as local sponsaors.

SN said that he started adjusting the Gokals accounts in 1880 aithcugn the bulk of the
adjustments had been made in 1983, 84, 85 and 1986. From 1887 —mnwards it became
more difficuit for him to arrange new purported lending. He said the i5okals cash position
was less strained in those years because of an improvement in the smipping market and
the benefits of the cost reduction undertaken. In addition they had sopped speculating.

He said the loans in the offshore companies came back to the main 'mentfied Gulf
company accounts. Drawings may also have been made from CCA and GRP where the
funds drawndown form part of the pool of funds available for adjusumrent. The CCAH
shares were going up in value so the nominee accounts could be ts=d more and similarh
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GRP's accounts could be used in an emergency.

He said that for Hashim Sheikh the management of the Gokal accourt was almost a full
time function. He use to ensure that there was good turmover on the mccounts either real
or false. After him the acuvity fell away and SM Akbar who took over the account knew
the acccunt far less.

The Gokals had 30 to 40 other bankers and had about 20 main comc=anies in all. For the
routing of funds the Gokals would nominate a bank to which BCC wcwild pay and then the
Gokals would arrange for the bank to pass the funds back to BCC. Spme funds were
directly paid to other banks and some accounts wers used for reguiar trading purposes.
There were a number of companies which were used to route the furas for the offshore
companies. The bank did not form any of these intermediary compames and the Gokals
may have used them for other purposes.

When asked what the gross exposure of the Gokals might be if the a—iustments were
added back, SN declined to estimate. He said that separate discussicns were needed
and he needed to clear it with Ghanim Mazrui. He said that apart frcrm adjustments by the
bank some credits may have come from the Gulf cperations, otherwis= they would be
frcm “cther sources®. We could talk about it that time.

The Gokals confirmed the balances each year and in the consolidaticm. They will however
in any final negotiations say that:

- the bank used some of the drawdowns on their accounts
- they were charged excess charges and service fees.

This will need to be analysed. The Gokals knew the sources of the —T=dit agjustments to
their own accounts, including the *other sources*. Those “other sources* wouid go direct
to the Gokals to recover those credits made. In answer to the quesacn whether the
Gokals could exploit the sensitivity so as to avoid liquidation, SN saic that the bank shouid
e apole to snow that it had lent money to the Gokals and he did not Tmink the Gokals
would take much comifort from the possibility of discussing the sensmhvities mere openty.

Interest and charges were excessive, but the rebate has yet to be cziculated. Somewhere
in the record of the early days, SN said should be found an agreemes to charge 2% over
LIBOR. Infact 3% was charged and loan fees of 1% plus other charces. Canfirmations
were obtained for audit purposes from Gokals and SN said that no sice letters were given
to them ceoncerning their responsibilities in respect of the balance ccrmirmatons. | made
the point that since the Gokals were confirming balances less than their gross exposure,
they were unlikely to need side letters in the same way that perhaps 'SRP needed a letter
when he was confirming balances greater than his own expgosure. ’

In answer to NB's question whether or not the bank had given the Gokals auditors any
cenfirmaton of the bank's balances, SN said that the bank would havee dene so but only
confirmed those balances that appeared in the Gokals baiance sheer.. There were other
considerable borrowings that were not on the Gokals balance sheet =nd so were not
confirmed in that way.

The CGokals accounts were used to service other accounts. SN saia :tnat overall about 1CC
acccunts in the bank had been adjusted. He thought that about 10 :© 20 accounts were
not on the list cf accounts under review.

He said that SM Akbar has started analysing adjustments from the sumply side including
from cources not to do with the bank. Part has been used for the Gokals and part for
A -3/



athers. On the used side, the Gokal account debits were used alsa for others.

When asked about the routings of funds, SN said that BAll were not imvalved except in
that GRP had his genuine accounts there. BCP was used for some direct routing from
external sources to accounts but was otherwise not involved. NCB was used to generate
funds outside the bank including the two lcans of $70M and $35M in Ine name of GRP.
He also mentioned BAU although he seemed uncertain and he mentcned European Bank
wnere GARP would be asked to borrow and it would be matched by piErements from 8CC.

Asked about the possibilities that funds were fraudulently taken in the Toutine process. SN
said that Hashim Sheikh had the best opportunity however there was mo evidence of
fraud. In all the reconciliation work carried out to date, no fraud haa ==en uncovered.

SN monitored the flows quite carefully when funds were being routea =nd so should have
been aware had funds been leaving the foop. He said that no fees wesre paid to the
Gokals cr any transactions other than as described.

He said that as far as the manipulation of the accounts were concerned, his personal team v
central support office (CSO) knew everything. Affiliates co-ordination wnit (ACU) managed
the offshore business in London. When Ziaddin Akbar was dealing wnth Treasury and
bocking entries in Cayman there had been a separate Cayman desk. However when the
tax issues arose, the name had to change to ACU. 85% of its time was spemt dealing with
Cayman acccunts.

SN took time to explain CSO and Mr Abedi's concept. He felt that 2 mead cfiice needed
to be supportive of the field and not just ccntral it. Abedi felt that he me=eded to maotivate
the field management and avoid the heavy hand of bureaucratic cormrml. In Habib Bank,
Abedi had thought that management was over controlled and treatec Dadly. When he
created United Bank he had established ccnventional controllers but 1ney nad become
demi-gods and SN's own controller had dictated staffing issues as weail as many other
things. When Abedi formed BCC the central support office was named such for both
pnilosophnical and tax reasons. It could not be called a head office a= this would have
given problems in the filing of returns, dealing with the regulators anc @=x.

SN said that the Gokals had no other connectons with other customeTs.

SN said that the board had been very concerned at the Gokals liabiiitev but had no idea of
the way the accounts were being manipulated or total exposure hicc=n from them. The
credit committee he said also had no idea. They would approve draawaowns based on
submissions from & his team and would rely on whatever Hashim Sneikh told them.
Central credit would see it coming from SN or his team and, trustng 3N impiictly, they
would agree to what ever was put forward. SN said that they also knew that he would be
doing the explaining to the board and the auditors . SN never told emyone outside his
own team what was happening as it could not have been contained.

As far as balance confirmations on the offshore accounts, he said t= Gokais would get
the nominees to sign the balances. These nominees were relations =T associates of the
Gokals. He said the profiles of the “owners* of the offshore comparess were put together
to explain the accounts to the board and the auditors. The profiles wveere orcnestrated by
th2 bank and the Gokals and put ferward by the bank. He said it v/ass hoped that some of
these rominees would actually engage in some meaningful trading r=mtionshio with the
Gokals but this never happened.
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As far as recovery prospects were concemed:

1. Pilot Petroleum - he said this had little value possibly $2 or 3M. It had storage
tankers. Smail producers would sell to it in order to bulk the ciuantities to
consclidated saleable parcels. This had only been successful when prices had
been high. And also it had an cil trading business which had made losses.

SN said that the Gokals had also speculated with gold, grain amd other
commodities without much success.

2. Dutch companies -he said this was their best asset. The net worth was
approximately $30M (or at least $20-25M). However it was a nmm@nagement run
business and he believed the management to be goed. Any Ciyer would need to
be able to take over the management or manage the business mmediately. The
Gekals had also borrowed through these companies from Duten banks. The Dutch
banks had forced restructuring and BCC had been required tc provide funding to
enable & inter company debts to be repaid. There had been & plan to float the
Dutch companies however this had been abandoned following the 187 crash.

Referring zgain to Tradigrain, SN said the bank had no expertise anc therefore could not
control it following the acquisition. ICIC was barely able to cover the ©an with the
proceeds.

SN said that there were no other Gulf Group management that coulc =e negouated with
concerning the repayment of debt. The bank could only negotiate wnin the 3 brothers. He
suggested trying Mustapha first. He said Abbas was a dreamer.

As far as the involvement of personne! with the group:
Ziaddin Akbar - some of the funds were routed through Treasi

SM Akbar - SN said that SMA has to cope with his repulsion ¢~ the Gekals. In
addition he is sensitive to being considered being a crook wnem he is not. He is
concerned that if he does not have an answer to any pargcuiar questen it might be
misconstrued as evasion or conspiracy.

SN said that he was going back to Londen for a check-up on his eyess every 2 weeks. His
next check-up was on 29 January althougn he offered to postpene Tis Dy @ week if
required. He would be away for 2 or 3 days.

Velmi saw Abbas Gokal in London. Yet again they wanted more mc:Tey. Velmi wanted
the documentation signed up to finish cff the last consolidation. Sinc= last December SN
had had no personal contact with the Gokals. There had been some telephone calls with
SMA to keep channels open. He is not familiar with their current a=wde.

SN said that he had been most concerned that the Gulf Group wouic “fail before the bank’s

restructure was in place. This would cause considerable publicity. — does not see how
the Gokals can settle.
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Neil Blair said that the Gokals had not been fully cooperative. They wanted to transfer
funds from affiliates presumably so that it boosts their own balance smest. SN said that
they would need to construct their balance sheet either in March or M&ay 1991. An

approach to the Gokals should wait for the group’s own financial structure to be in place.

MH Armour
Recorded 27 January 1981 from contemporaneous notes made
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” SANDSTORM

otes of a meeung cn 26 January 1991

-esent: S Naagwvi
MH Armour
SJ Chapman
ML Hunter

{HA explained that there were a number of issues PW wisned to qiscuss
uring the meeting inciuding the extent of the account mammoulagen, the
reasury losses and the related entiies.

. Other-Acccunts

SN said that he estimated there were about 100 hundrez accounts
piuded on the Companies A and B lists but noted thar -there may be

’j_ﬁe other accounts which have been touched by the rreguiar activities.

= 1e esumated that there were 10 to 20 other accounts imiuding some
small adjustments accounts e.g. the Vall group which was procably
adjustea in the mid-1880's. He said that there were.na ther accounts in
BCCl's books which had been involved in the manipuiamon except for
those on the list and those which had been closed.

.. Treasury

SN explained that the Treasury evolved at the time thar me moved from
Abu Dhabi to London in 1975. At that time SN startea < look after the
bank's liquidity and used Zia Akbar who had previousty 2een wih
Commerce Bank in Pakistan and then from National Bank of Oman to
help him. Initially SN and Zia were involved in managing the liquidity of
the bank and the large dollar deposits. This was parucarty important
because the bank had to maintain high liquidity in all ctrencies because

{‘djsd no lender of last resort. Because of the cost of mmooilising

P Wosits at the top end of the market rates the bank haza a prentability

“*proplem and this had initially led to trading activities to Ty t0 ennance the

bank's return.

Inttially the trading activities had only been specified fcr government
securities however the futures market evolved in 1976:~ ana Za showed
some interest in this. Zia thus began trading in futures m a small way
and mage some profits. Following the initial profits. tacng was
expanded and the Treasury division re-organised with & proper trading

department added. As no other expertise was availac:e in the bank, total

management and control responsibility for this was left *with Za.

SN further explained that as Zia was a trusted assistarT: ne was given

other ncn-specific jobs for example the funding of CCA¥ and BCC rights

issues. This brought him into contact with SKA/ARK ama also provided
him with knowledge about the nominee shareheldings.
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ﬂ Ouring the last quarter of 1985 SN thought that some gcod profit could
be mage frem writing call cptions. The bank had high icauidity arthis
time ana could have afforded to take delivery of the asseers under the
calls if the market price went against the bank. The caiss written gave
premium income of about $50 million howsver in Januarwv/February the
auditers had said that this income was not correct. At tus time the
markets were fluctuating dramatically and in February te bank could
have closed the deals and made a profit but instead it' s=t on the
positions and made a substantial ioss as reported by PW. The PW
report only ccvers those deals booked at the bank. Otresr deals
particularly in respect of ARK were not bocked and it was nct possible
to ascertain what was happening. '

Following this period SN had a very difficult ime with Zz= who kept
disappearing. The 1885 accounts were eventually close=n however SN
~ later received a statement from Za showing deposit loss=s ana profits
f‘” injected totalling S800 miflion. SN said that this was the oniy statement
y @ ~+ from which the bank could try to build a reconciliation crthe past and it
would be extremely difficult as brokers were used to bressk the cnain of
accounting entries within the bank. SN was then facea 'with the
nightmare of how to explain the gaps in customer deposats and how to |
replace them. Y > 6 R, PRUSWAF Ty WsD Cuitowsk
Mc- “To it BN FF 2R (\_;wﬂ_u'a T 1L P+

_ acre SN sai igation team should see Zia's h
ca~ WY aeStatement. All of the fraydulent activity relates to Grana :Zayman and at

Fﬂ,/ﬂﬂ{‘ £ the time the entire accounting function in Cayman was controlled by Za.
Only after Zia left did SN send SM Akbar ta, Cayman to sort out the mess
and it may now be possible that Akbar can provide scme assis@ance in
reccnstructng the Cayman records prior to 1985. SN was also
censidenng recruiting one ex-Treasury person, Mr Nasssm Shaikh, to
assist Akbar in this process.

' " SN said that he goes not know what is in the losses attrough he did find
" some files wnich were abandoned in London when Trezsury was moved
' to Abu Dhabi. From these it will be extremely difficutt tc TeconsTuct the

Treasury records and he believes that it may be better 7o look through
the Cayman ledger and find out where income was dectted. As an
example he believea that S160 million was booked as rcreign exchange
transactions on the CCAH loans and that aiso the ARK =zccount and the
dealings with Capcom should be reviewed.

SN said that it appeared that business being transactec with Capcom in
1984 although he was not aware of the connections benween Capcem
and Zia unul informed of this by PW in 1985. At this tirm= SN ccnfronted
Zia wno claimed he had no interest in Capcom. SN inssrructed that
Capcom should not be used for any further transacucnss but it appears
now that Za sull used Capcom to route funds to and from the oank for
loan servicing and other purposes.
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” After leaving the bank in 1986 and disappearing Za evemrually
reappeared and advised SN that he wanted to buy moree shares in
Capcom and for this he needed a $17 million loan. This loan was
eventually granted and was probably drawndown throucsn Kifco. Later
Zia came back to SN and demanded a further $15 millicn which he said
was needed to protect himseif and the Capcom emploveses from the loss
which it would incur f Zia made & detailed and frank stEement to Blum,
the attorney acting on behalf of the Carey committee. SN felt that he
had no option but to pay this money to Zia in order to =rotect the bank's
position.

SN said that if he had to identify 2 significant causes cf ‘the bank’s
present difficutties they would be Zia Akbar and Abbas Sokal.

SN then talked about his and Mr Abedi's reaction to the problems and
the solution that they were proposing. He noted that im Decemoer 1887

@ A Abedi felt that he must resoive the issues facing the bamk and had asked

‘ Kazmi to prepare an information memorandum on ICIC .telationsnips. He

intended to go to Sh Zayed to try to sell the BCC nomuree shares to
cover the defict in the bank's books. This may also hawe requred
supplementing by a long term from Abu Dhabi in ocrder T balance the
books.

T with Commerce Bank, asked to meet SN and AHA in te USA. SN met
SAFT Ao~ € BUTEETTRIG one night in New Yerk and KS brought various deuments regarding
Yy wé = the FIB/Ibrahim deposits which he must have got from =ither Jamii iKhan
N. ag g ewmdyor Za. That evening SN showed these documents to AtHA wha suffered
syt U gew¢D PP a minor heart attack and went biue. The next day SN tek Kamal
Lot & \ .y Shohaib to Abedi who would not respond to KS excecr o say to Nagw
™ KL < oD, AH that he should pay whatever it cast to shut KS up. The next day SN and
{{_mom ve N I~ Abediflew to London and were then due to fly on to L=nore to meet Sh
N csreu P& Zayed. During this period Abedi was suffering from a s=vere ccld and
7 w o o, yers On arnval in Lahore had the first of the major heart attac"xs leaaing to his

. present disability.
“;»;‘

S5 r0R J At the same time Kamal Shohaib, a BCCl employes, wmm was previousty
s

SN explained that Kamal Shchaib was a son of Moharmmmed Shaibh, a
former finance minister in the government of Yousef Kit=n in Pakistan.
Mchammed Khan was aiso a close friend of Abeai ana nad heiped
United Bank open its branch in London. On incepton of BCC Abedi had
chosen a few young people, including Kamal Shohaib. :tmo be the second
generation management of the bank. KS had tried frcrm this tme to
place himself on a par with Abedi and Naqvi and had wwanted to be a
trustee of ICIC as he thought this would enable him tc et a S1 million
hand out on retirement. KS made Abedi's life miserac:ee and eventually
Abedi sent him to Independence Bank to get him out =i sight. Even
after Abedi's heart attack KS pursued his claim with thee bank and
’_gp_i;e_ct,e_d,trﬁz_ﬁls million to buy his silence. SN suggessted that Masi
ahman was largely inspired by KS in his activities agzmst the bank.

N (During this discussion Naqvi was clearly upset and freequenty in tears)
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SJC askea whether Mr Samad would be able to assist :m recenswucting
the Treasury accounts. SN said that whilst Samad was a gooa
accountant his judgement was not gocd and he was also :
temperamental, SN was also not sure of the extent to wmich Samad was
aware of the unofficial transactions.

Ex Gratia Payments

SN confirmed that there had been a number of ex granz paymernts from
the bank in addition to Kamal Shchaib. Of these Za wass probabty the
largest as he explained to SN that he could foresee the mank's faiiure
and therefore wished to build his own future. Another imdividual who
benefitted was Mussafa Nurani, who was formerty depuxy general
manager i Cameroon and later went to Kenya where mee was involved in
the coffee warrant debacle. Following that he was transErred to London
where he created problems because he had found that the Cameroon
deposits were missing, With this information he put pressure on Zia wno

“in turn put pressure on Nagvi for Nurani to be paid off. =ventually $1

million was paid over although this subsequently recovesred from him.

SN said that a number of people tried to use Zia to get :mformadon and
thus put pressure on BCC. Zia was hostile to BCC folicowing his
departure and this kept causing the bank problems. S.IC questoned
whether the bank had ever followed up and identified I writer of the

~ [l . by -~
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SJC also questioned the invelvement of Za in CapconT and the Miami
indictment. SN said that he had not been happy with tre lifestyles of
Anwar Ahwan and Akbar Bilgrami, who had both been =xtremely active
in the marketing of deposits. Part of the problem was me amtagonism
between Shafi and Shakra which meant that the bank’'s management in
the USA was ineffective.

When the foreign relations select committee enquiry arcose SN wanted to
remove Akwan to Paris, Akwan refused and it appearem that from this
point he and Bilgrami expanded their activities in Latin Amenca. It was at
this time that they had established a strong relationsnm with Capcom
and eventually planned to set up their own company T a simiar
business. The idea had been to mobilise funds to givee to Za for
management in Capcom.

The other people involved in the indictment were unfcrtunately caught up
in the activities of Zia and Bilgrami and SN said that hes felt ramer somry

LL e SE SemrL for them as they had been compromised in this affair.
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SJC questioned SN's comment about these individuars Iifestyie. SN
explained that BCC tried to establish a standard of tamking personality
wherein its officers should have a good but not luxunmus lifestyle. In this
regard he noted that although Akwan and Bilgrami cazme from good
families their lifestyles were excessive with luxurious viiias, swimming
pools and so on. Because of their success in raising deposits Shafl had
become dependent on them for the success of the rezgion and also
Shakra tended to make it difficuit for Shafi to exercse any ccrol over

NS TOAD TF B M 1985e individuals. SN commented that he was also awvare that Shakra

was living acove his means.
* - Voo™ AL u'T %F’Q]PIT .



SN attnbuted these problems to the bank’'s foundation “when it had sat
out recrutt mainly middle class people with just a few mgh flyers. In its
formatve days the bank was not able to develop proc=mnures to manage
people and 1t tended to operate on a family basis lookamg after each
individuals personal needs. As time went on SN warte= to
institutionalise and depersonalise the bank but this was very dafficuit
given Abeai's personalised approach. An exampie of Inis was the
proliferation of Mercedes cars through the bank.

Eventually Nader Rahim was appointed to head the Human Resources
division however his background was as a merchant cznker and he did
not-have the expenence cr expertise to run such actviiw. In agdition SN
felt that Nader Rahim had misread Abedi's caring intermmons and that he
tended cnly to focus on the 1,000 intemational offices &nd not the
13,000 local staff. As a result of this the Human Rescwrces division
became more of a welfare department and SN was teoming
increasingly concemed with its failings.

We then questioned again the extent of the Treasury icsses and SN
confirmed that the S800 million referred to above was :m addition to tne
S350 miilion referred to in PW’s 1986 report. He agauT confirmed that
the SBDO million arose between 1978 and 1984/5 anc wwas denved frorn

et ncooupis. S e e et talelh
(PRGNS RSN . ‘ ‘ el ki [

accounts had been used for the massagmg of prcmts m thxs way and that
had he been consuitec he would only have allowed tnss to take place ‘
from loan accounts.

- L

SN explained that FIIL was started after the acquisiticrr of Attock Ol
Company in Pakistan at a cost of £9 to 10 million. Fil. was established
by a loan given BCCI however because they decidea ‘tnat they wanted
this groun outside of the bank new loans were createst from ICIC in the
names of the FIIL shareholders. Ths initial BCC !cans nad been in
Panama. SN said that FilL was not a difficuft account =s there is a
complete record cf the loans and investment value in =& report submitted
to the snarenoclders. This would be given to the team Dy Mr Kazmi when
access 10 ICIC has ceen established.

SN said that the major Attock lending had nothing to —o with FllL. The
Attock lending on Ust 2 is normal trading business hcowever e amounts
on List 1 should not be discussed with Attock in any 'way. SN did advise
us that Mr Bagi haa knowledge of the fictitious Attocx tending and had
signea the confirmauon in the knowledge of this. SN &lso ccrfirmed ;hat
Mr Loai and Mr Baqt had both been approved by Ate=oi for their role in
managing Attock. SN said that HMK had had heipea with the Attock
accounts recently but does not have historical knowremge. SN himself
used to direct the majer transactions until recent yearss when ne has had
to leave more and more responsibility with HMKC




S. Insurance Group

SN said that the insurance group is structureg througn SDCC from
MECOQO and FilL as nominees the reason for this being Inat the UK
requiatcrs did not allow more than 33% of the shares o an insurance
company to be heid by any. one entity. CCL Saudiis &wned by CCl
Holdings and CCl UAE is substantially sold atthough St Ahmed is a
nominee for ICIC. SN again advised that Mr Kazmi ccwd give a paper
on the cil and insurance groups.

. Hammoud

SN said that we should read a file and memorandum Tom HMK which
would expfain the Hammoud relationships.

. ICIC Heldings

SN said that HMK would be abls to help in responding T queres abcut
ICIC Holdings however these discussions must take piz=re in Cayman.
SN said that a memorandum had been prepared by Kazmi on the
subject of ICIC and that this couid be reviewed in due —2urse. He
believea that the accounts of the ICIC group were kect: by Siddigi & Co
and Jaffree/Dossani/Kazmi.

SM briefiv explained the <iructire ¢~ 'CIC ~ooen 777y notea that ICIC
Heiaiigs CCLESIONENY wid « GV Biiel G il e oGS INVOIVEd N
the KBM share procurement arrangements. The other Tommercial
activities of Holdings were small and their objective wass to generate a
profit for payment into the Staff Benefit Fund and Fourrmation to allow
those entrties’ loans to be repaid. SN confirmed that ICIC Overseas
should not be the beneficial owner of BCC! shares ana— Wabei Pharaon
or ICIC Holdings would be used for this.

SN also said that ICIC Investments was established tc manage both
client and its own trading transactions.

In order to understand the ICIC group SN said that thes team should deal
with HMK spilitting the work down into 2 parnts, that rei=ong to the DPA
and that relating to BCC. SN also suggested that ccrmpanies like FIIL
were outside our terms of reference but we shouid te mrovided with
informaton as this was necessary background. SN sad that HMK
should get clearance from the DPA about providing imwormation 1o PW
and should discuss this with Mazrui. SN suggested t=t the best way 0
deal with the ICIC group was for it to take over the asssets of the oil and
insurance group and realise these to help ease its owm liquidity position.

Following this conversation SN telephoned HMK at hcome in England and
asked him to provide all necessary support and expiaratons 0 the
investigation team.

MHA then asked SN to prepare a list of ex gratia payrments which he
agreed to do. He noted that SMA would be able to :qentify the source of
funding of the payment and that these were often in 2. types - payments
made under duress, and internm payments which were not made under
nraccyre (far evamnie Hashim Shaikh)

L7
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8. BCC! shareholdings

SN said that Hafeez was putting together a shareholdez: information
schedule which wouid show all movements in sharehcxding since
inception. The initial schedules prepared are from 188« but Hafeez is
now going through trying to bring this uo from inceptcm. SN said that
on receipt of this he will try to prepare a statement shawwing wnere these
shares were funded from. '

SJ Chapman-
26 January 1891
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Minutes of 3 mesting held at the Advisgr's Office gn 27 January 1€ at £.20 pm F 7
E—
Present: Swalen Naagvi
SM Akbar
MH Armour
JA Guy

The meeting was held to discuss List 1 issues.

SN was asked how one couid be sure that List 1 was a full list He said dhat it wouid ¢
impossible that a customer would not have come back to the bank 2nce n the last fey
years if the deposit had been left with it. The assumption is that the cuscmer wouid T
appeared with his claim.

He said that the old Treasury losses met from deposits were now ettner 1 the books ¢
List 1. He said that the statement of Ziaddin Akbar in 1284 was scrmewnere in the
recorcs. In this list he sets out the deposits that have been used.- ~ hese nave either
settled or appear in List 1.

The initial list incluced NABCO, FIB, SASCO, SNH Camerocn, Cam=rocn Airfines ana
Istamic International Bank Cairo. These have all been paid off apare from FIB which w
on Ust 1.

He also said that the old Treasury depaniment was receiving mosty monegy market fur
and was short of deposits. So there was not a large pool of cepcss frem which dep
could cisappear.

The gcol needs to te reccncied ana FiB was the cnly pool acccustt. Al 1he others ne
been cealt with separately from tne ccol.

In resgect of Sh Mchammed. he expiained that the bank received I=5M rsmittance in
respect of loans. In aacition SS0M were received for investment cierooses. These we
cocked in the acccunts Eut not for wnatthey were. In February *<=0 Sh Mohammed
askea for repayment of S134M and SS4M. This had promptea a ¢T=is &na the bank

neeceq time to settle with the snarenolders. It had had a simuitarn=ous :.cuidity procle

SN said that there were no cther investments missing. He said tha: he rad supervises
wnole process and that the pesition nad been thoroughly researcn=a By nim.

ICIC he said was clean and separate in this regard. Some invesami=nt funas were plac
ty ICIC with Treasury and used by them. Treasury wauld have ¢iveen ficcous statem:
to Kasmi. When the Treasury proolems arose in 1885/86 ana the -=ckai croblem, the
bank had asked Kasmu fcr loans on wnich interest was paid anag sme rsoayments we
maae. '

Kasmu first became aware of funds not teing returned in 1986/87. SN tcid him that
would te made good and so there was a claim on the bank. Kasimit shcuid have a re:
SN said that the bank had let Kasmi down. It was all client acccum: mcrey.

Istamic ceposits were rcuted thrcucn ICIC who are respensicie IC7the nzoility to the

cusicmer.
e
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FIB reiationsnip

SN was asked why FIB should have such large balances cutstanding with cne instrtutic
SN explained that FIB had very substantial deposits with the Centrar Sank ci Egypt. Tr
gave them a foreign exchange expcsure and also made them cpen ™ mcral pressure
10 withdraw from the bank.

ECC had always provided funas back to FIB when required even if mmzturces were not
due. In addition when there haa teen a run cn FIB and it neeced SZZ0-4CM in casn 8C
flew the meney in.

The ex-FIB governor is now an agdviser to the bank. SN was amuse= atw
that he might know-of the arrangement stating that he was ccmpietewy Unaware.

SN stated that London is the principal with FiB but the local relationsnip is nanaled ty !

- Cr at least one person there. This person has recently left ana beerr Teplaced by his

prececessor. SN said the movement in staff was socme cause for c=ncem since any

change in the relationships could influence FIB's position. SN said e was in dail

SN said that the stery given within the bank was that some funas wesre received fer
INvesiment purpeses wnich was why they were not recorcded in the —=oks.

SN said that interest was not acccunted for on funds since, should ey ca so, the
guesuecn would only arise of where the principal was to which he irterest rziated.

Qthers

SN explained the IBU. He would go to IBU and say that ICIC neecs funds. 1BU
would then place funas with ICIC and these might normaily == roileg over. Whe;
the loan became overaue ne nad (o promise that ICIC woulc Tepay.

The GRP balance relates 10 amounts owed back.

Re Oppenheimer, ICIC tcrrowea from Oppennheimer who lenT: it to Tie bank wno
not reccrd il

Watawan and Arab Livesicck were Bahrain depositers wno ~=a plzced funds wr
were then transferred cn o ICIC.

The overdraft was fcr BCC Luxemtcurg.

Hussein Al Hartny. This retated to cne deposit. He has otherr depcsits of over
S100M SN said that ne was a Saudai client who was alreagy T=tting very jittery &r
had been persuaged not 10 withdraw in Cayman and CFC. m answer to a
question, SN said that if asked to ccnfirm his deposit batanc=. Harsy would ccr
it and then withdraw his funas due to the unusual nature of siuch a request.

SN said that Arab Livestcck, BCC and GRP representeq e offs ~zther than c:
requirement t.e. the positions had alreaay been settled.

MH Armour
23 January 1€¢1 77~
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Notes of 3 meeting at the Advisor's Office on EMarch 19%14& 3 gor

Present: Swaleh Nagvi
Neil Blair
Simon J Chapman
Martin Hall

The meeting was arranged primarily to discuss Dr GR Pharaon ana tne mesting he
recentty held with Neil Blair and Saleem Siddigi.

Independence Bank

GR.Pharzon now claims 100% ownership of Independence Bank. ‘-e claims that funaing
for the initial purchase of the bank came from 2 sources: .

1. $8.5 million from the sale proceeds of BCC shares
2. $12.5 million berrowed from the First National Bank of Bostcrm.

SJC said that the investigation team have now seen the memoranawm between GRP and
ICIC which is effectively a nominee agreement giving ICIC an 85% imerest in
Independence Bank with the remaining 15% being held by Or Pharaon. There is also a
hand wrmtten letter from Or Pharaon which appears to acknowledge me existence of a

15/8S sput.

SJC felt that the memorandum was an explicit nominee agreement &nd that this was
further reinforced by the subsequent letter from Dr Pharacn, and was now somewhnat
perplexed that Dr Pharaon should seek to deny the validity of this ccmumerm=ation.

He asked if there had been any subsequent supplemental agreememts which would have
altered the substance of the previously mentioned memorandum. SN said that he was nct
aware of any further agreements. However, he was also unaware ¢ any discussions GRP

might have had with Abeai.

SN went cn to say that there is no written agreement between BCC =nd GRP and that
GRP's current position was probably gictated by the pressure being =pplied to him by the
regulators in the United States. SN said that he had once again gcrree through the files
relating to Independence Bank and that he was unable to find anytmng to substantiate the
fact that it was not in fact GRP's bank. Although there was substanmuzl correspondence
between Kamal Shoaib and SN it is possible that GRP could point tT-the Investment
Advisory agreement when gquestioned about the level of contact betwreen Independence
Bank ana BCC. SN then talked about the ICIC memorandum and s=ud that he did not feel
that it wouid te legally binding as he did not feel that ICIC had comrwed with any of the
terms of the memorandum.

As regards the S8.5 million which was paid towards the purchase cf :independence Bank
he firmty stated that this was not part of the sale proceeds of the BCZ shares and that Dr
Pharaon would have a hard time establishing that it was due to the '&ck of a written
agreement covering the sale of these shares.

Y 7
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SN said that he was not aware at what stage GRP became inveolvea :m the acquisition of
Inaepenaence Bank, which had originally been identified by BCC's L=s Angeles agency as
a potental acquisition target. He thought that the original arrangemesmt was that BCC and
GRP would share profits in a 50/50 arrangement similar to NBG. Sumsequenty GRP
reccnsidered his position in the light of the fact that he thought the cz=nk to be less
profitable than he had originally imagined. As a resuft of this the agree=memt was changed
to the 15/85 split discussed eariier.

SN is now very concerned about the regulators’ views regarding Ince=nendence Bank and
he feels therefore that the new management of BCC, along with theu 1awyers, will have to
decide upon the position that they wish to take with the regulators remarding
Incependence Bank. He feels that this should be given very senous zcnsideraticn pricr to
his meeting with the officials from the Fed on 15/16 Marcnh. He saia that it was imponant
that-he should be aware of the bank’s position prior to that meennc =D that there were no
apparent contradictions when he spoke to the Fed.

SJC went on to say that t would probably be in the best interests c¢f 3CC for there to be a
sale of Independence Bank at arm's length. However, it is importam—that wnat ever
position the bank takes that any funds from the sale should be recemed by BCC and
applied towards the berrowings outstanding in the name of Dr Pharaon.

SJC then raised the issue of the recent advance of $17.9 millicn in resspect of non-
perferming jeint venture {oans which had been removed from Indecemnaence Bank's
portfalio. He said that Dr Pharaon was expecting that this amount wauld be repaid befere
any of the non-recourse lcans in his name. Both SN and NB cenfimmr=d that this amount
was personally guaranteed by DOr Pharaon and that the guarantee nzn been agreed
between both BCC's lawyers and GRP's own legal advisers. Therercore the non-recourse
loans would be adjusted before any sale proceeds were set off against this loan.

SJC then went on to discuss the joint venture loans further and the .mvoivement of Mr MM
Haque and Mr DH Rizvi in London, and their connection with the Viraani group. He argued
that having used up all of the creait lines in Independence Bank Kammmal Shoaib had then
approached his contacts in BCC. This may make it difficuit to argue that there had been
no special relationship with BCC. SN felt however that these were nrmal banking
transactions and they had no bearing on the relationship between Inmepenaence Bank
and BCC. ‘ :

SN's view is that GRP will not allow himself to be destroyed financiasw or suffer unduly as
a resutt of the current investigations. and that he would undoubteatv ‘fight back. Therefore
BCC should take a pragmatc view of the issues surrounding the GR¥ acccunts and
should consider all of these before making a decision regarding Inc=pendence Bank.

2 . /70
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SN cenfirmed that the caprtal injection of $5 million in 1850 had been =rowiced by BCC.
GRP did not want the authorities to know that they had provided the fumding and therefore
loans were allowed for other projects to the same value.

SN was not aware of any premissory notes or loan agreements in rescoect of the original
$8.5 million advancs. If the balance had been confirmed by GRP ana ‘was covered by cne
of the “hold harmiess* letters.then he would of course say that its repavment should ccme
from the sale of Independence Bank shares.

SJC noted the apparent contradiction in GRP's stance in that he wants 100% control of
the bank, but will not fund the additional $6 million cap(ital injection ncow reguired. This
puts BCC's investment at considerable risk. SN agreed that there wa=s indeed a
contradiction in GRP's stance with regards to this mater.

B har

SN cenfirmed that he was currentty working on the overall analysis ¢f SRP's holdings of
shares in the bank and that this would be available for the investigatcm team in the near
future. This analysis would also explain the use of intermediate vehices ccmpanies such
as UEL

He confirmed that S0% of shares held in GRP's name had been purcrasea from him for
S85 million and were later sold to the peortfolio for $153 million. And trat a further parcel of
shares which had been held on a nominee basis were subsequenty soid t© the portfolic
for S180 muilion. '

Attock Qil

SN ccnfirmed that he has now gathered further documentation proving that BCC is the
benencial owner of the company and that this would be made availac:e to Me investigation
team in the near future.

Eyurownnel shares

SJC queried GRP’s contradictory statements that he would not sell thee shares even
though they had been placed with brokers. SN said that the bank musst cencentrate on
perfecting their security and receiving the proceeds of any share sales. NB feft that GRP
would consider it a hostile act to sell these shares at the present tme.

Rig Estates

It was confirmed by SN that this account was not connected with the Virar group.

Transcontinental Finance and Trust Company

SN was unaware of the details surrounding the operation or the acccwmits ¢f this company
and suggested that any questions should be directed towards Mr Imr=n Imam.
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SJC then asked how long it would take to unravel the GRP transactcrs ana how best the
process might be approached. It was agreed that MH would attemprt o list all major
account movements on GRP related accounts and pass them to the smvisers. SN
suggested that drawdowns and receipts of $1 million plus be investigaed. He estimated
that this process could take approximately 2 months using the servicess bcth Nadeem
Habib-Ullah and Mr Imran Imam, the account officer.

Both SN and NB confirmed that they had not indicated any time scaiess for e resolution
of the current issues to GRP during their recent meetings.

The meeting closed at 4.30 pm.

Marun Hall
Reccrded from contemporaneous nNotes
12 Marcn 16391
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Notes of a meeting with Mr Naqvi on 13 March 1991J

present: S Nagvi - BCCL
S Chapman - PW
J Guy - PW
D Tyler - PW

SN said that when the bank was established in 1972 there were no nominee shareholders
Subsequent to this'nommnees were used to “front* amounts investea 2y [CIC (O) which
were ultimately to be heid by two trusts, one a chanty and one for s=it.

ICIC was criginally established as a Liechtenstein based company. wimose shares were

held on a non-beneficial basis by 3 officers of the bank. This compamy was liquidatea anc
the assets transferred to ICIC (O). Subseguently ICIC (Holdings) anc ICIC (Apex) were
establisned.

BCCI shares were originally heid directly in the name of ICIC, but in Tne ezny 1980's
shares were transferred to the Foundation, Staff Benefit Fund and Gr=P - 11 a2 nominee
capacrty. This was as a result of pressure from regulators who insisted ICIC should
divest. Subsequent transfers were made to WRP. SN also mentonsxn thar shares were
being revaiued at S40 and on the basis of this further drawdowns weste beng macde on
WRP's account for use elsewnere.

The use of ncminees became extensive as the proper sharehciders ~were unable/unwiiline
to funa the various rights issues made by the bank. SN listed the ncminees as follows:

- Hammoud

- Prince Turki

- Wabel Pharaon

- Rauf Khalil

- Faisal Saud Al Fulaij
- Sheikh Kamal Adham
- Sayea Jawhary

Holdings were funded by ICIC (0). No loan was given in BCCl! exc==t pcssibly in the
case cf Adham and Khalil in the earlier years.

[We did not directly discuss the question of whether these holdings “were in turn held for
the benefit of SZ and SK.]

SN referred to the sale of 3.8 million shares by Ghaith Pharaon in “S38. He scld to the
bank at $28 a share (yielding S5 million) as a result of significant z=rganing, and the
shares were then sold to the "portfalic® at $40 a share (yielding S1E=M). Owing to the f
it was not possible 1o sell the shares to the portfolio at the same gcxnt in Ime as they we
sold by GRP, loans were drawn down by GRP equal to $95 miilion. These accounts we
then creaited with the sales proceeds from the portfolio. However. 2y th=s time.th.e loa_n
had already been repaid or manipuiated or drawndown further ana maa iost their identit
He said there was generaily a lot of transferring of accounts tetwesm BCC! and ICIC.

1 73
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Shares were sold on a "buy back® basis in such a way to ensure that e ncminee holders
eamed a rate of return of between 12 - 16% per annum. This was.be—ause they wers
confident that BCC could generate a better return for the portfolio tham casn. Howsver 0
enable this return more shares had to be given each year and the loars to WRP became
unsecured. The buy back arrangements were not doccumented.

SC reviewed the list of sharehoiders at 31 December 1850 (see attac=d Iist).

Nominee holdings remaining

18. Wabel Pharaon 1.2m

21. Mohammed M Hammoud 0.7m (small holding in 2wn capacity)
25.. Prince Turki 0.2m

26.  Sayed Jawnhary Q.3m +

27. Faisal Saud Al Fulaij 0.4m

Other issyes

4 Sheikh Mubarak - sold and in suspense

37.  HE Sheikh Nahyan bin Mubarax - sold, but share register nct umda=d
38.  Sohail Faris Al Mazrui - sold, but share register not updated
41.  Yousuf Al Nowais - soid, tut share register not updated
Scwaidi - not nominee but residue of old shareholding. Lc=n in ICIC was for
rights issue
Shaf Corporation - loans not share connected
Bugsnam, Ali ana Saleem - loans not share connected

He also referred to a number of shareholders who had sold at S40 c=r share in earlier
years, earning signficant profits. Many of these shares had been tcwgnt 2y nominees.
He referred to Butti Bin Bishr and Otaiba as examples.

Capital notes

ICIC was used directly to purchase capital notes. Depositors’ monev was used on the
unaerstanding that when they wanted to withdraw the notes would £= soic. In 1883/S0
number wanted to withdraw and funds had to te found. SN said thesse csiCmers were
aware of where their funds were placed.

Mahfouz

SN said his capital notes were genuine. He said the bank shouid te very careful in
dealing with Mahfouz. He acknowledged that the bank had pressec ‘Maftouz very harc
get him to sign the audit confirmation letter. He said that to raise thiss issue would,
however, create problems as Mahfouz had all the documentaticn re:&ung 2 the buy ba
arrangements.

: 7
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North American Finance Company

SN said that this was originaily formed for the recrganisation of the ci. groun. It was
centrolled by ICIC. He said that 4/5 companies had been formed to =ke cn ail
concessions. Kazmi can explain he said.

Drafts of $8 million

JAG asked if he could explain why these were held in sundry creditcrs at Grand Cayman.
he said that this was in relation to the Sharjah Power lcan. The Goverrmment of Sharjah
had promised 38 million would be received but it was not. They ther=mre got $8 million in
drafts frcm Kazmi and applied this to the accounts. The $8 million is dnerefore payable to
ICIC.

- =
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voces of a meecing on|éch February 1991 -

raesenc: S_Nagvi

Yike Huncer
MH Armour
SJ Chapman

SN confirmed that he had a meecing with Mazrui and Kazmi duzimmg wnich chey
were boch inscructed to provide PW wicth all information rega—=ing t=e ICIC
and portfolio accounts with the excepction of those matters IwmcC reilated
direccly to cthe private affairs of the Rulers which were unr=liaced o the
bank. -

SN explained that the accounts of the customers in ICIC were Inter-relaced
with BCCI and there had been funds raised becween the Cwo enc:ties. He
assured cthat the only external funds in che ICIC group were Zor tze DPA and
that chere was a small portfolio on behalf of Sh Hamdan wnici had teen
managed by Naqvi and Abedi but wnhich was fairly staced.

SN said cthat PW was fully aware of all of the other accounts in ICIC and
had alwavs had complete access cto cthe accouncs of the cuscemezrs sucn as

®haraon and Fulaij. MHA quescioned wnen the funds flow fizs= toox place
Sectween the portfolio and the bank and SN explained that thiz was cone
properly in 183/4 as part of the general pool of the funds. In ICIC books

these were shown as amounts placed with the bank for periods of one to Two
monchs and inictially cthe bank used to try to repay cthem by c—=actizg other
loans in 3CCI. After 2 to 3 years this acttrition became urmmmageanle and
the hole in ICIC became more apparenc. We questioned the aczwountizg
treatment in ICIC and SN explained that records were kepc by ICIC
Invesczents on behalf of the DPA and Sh Hamdan which were ocucside of the
books of account of the companv itseif. These records were :®pC 57 Kazmi.

SN assured us cthat Kazmi was noct aware of the hole in cthe DP& porzzolio
uncil 1990 when he was bougnt into cthe picture by SN. He is now assiscing
SMA in providing informaction abouc the flow of funds becween =he zortfolio
and the bank.

SN said that it was imporcant cthat we should not try to recsrostruct the
sportfolio and that the cash uctilised bv it had in some instamces Zz2en
replaced by shares and other :invesczencs.

SN under pressure acknowledged that some $2 billion had been absorzed in
cash from the portfolio including inceresc accruals. In orzeer To Iy to
give someching back to che sharenoiders all of che ICIC enci=ies izcluding
che relaced assects in cthe oil. insurance, BCCI shares, che Tmundacion and
the Scaff Benefit Fund had been given cto the DPA. The lega. process of
chis cransfer is scill co be finalised. SN explained thac =nis is the
reason wnvy Mazrui was caking an inceresc in ICIC where as Samem was looking
atter the affairs of the bank.




we questioned SN several times about wnat the nec gap was aftex takizg the
2 billion and deducting from it any octher shares investments g:iven pdack to
the DPA. SN said he was unable to do this buc noted that much ‘work had now
peen done by Akbar in ctrying co reconcile the funds taken from =he DPA. SN '
explained thact this ctook place in 2 principle areas one the Gul_= grous, two
octher accounts. The Gulf Group funds flown from the DPA have m=men

substantially reconciled buc those for ocher accouncs have not. These is
also very liczctle record at the moment of the funds which have Imen recurned
o the DPA. -

SN assured us that all ocher ICIC deposits were fairly stated s&nd chac
there were no other portfelio accounts.

MHa requested thac SN/SMA provide a definitive list of the cramches of
money which nad been Caken.from Che portfollo and absorbed LN —neé Danx SO
that cthis can be passed to Mazrui for authentication. Inicialy SN vas
reluctant to do this Ls as Lt would disclose che totals involvem buc
eventually appeared to agree cthat this would be a useful idea. de
suggested that the Investigation parctnecrs spend three or four Tmys with SMA
and SN to work out exactly what the deficit was and how to pressnt Ihis.

It was agreed cthat SJC and JAG would meet Akbar and Naqvi on 13 February to
do this and also to review the Zia notes and register of Treasury
transactions.

SN confirmed that the DPA were also ctrying to work out the por—olioc

shorcfall based upon the funds taken and che assets reassigned =0 L= N
was sure cthat there would be no claim on cthe bank from the por—nolio
particularly as che portfolio had received an inflated prorit == the rate
ofL 12X racher than marketC races.

~e then spoke abouc the Treasury acctivity again and SN confirzesd thac
profits would often be creacted in Treasury from brokers who hac in tumn
funded by amounts zaken from client accounts. These clienc ac—ounts would
then be made up from cthe extermal portfolioc. In addition the IZZAH accounts
~“ere increased in 1985 by money which was passed to Zia to givee Co a oroker
and cthen bring back as profit. SN said that he had become awar= of Iiis
Irom the analysis he had done of the CCAH loan accouncs.

SN confirmea chat some 9.9% of the CCAH shares had been passea =o the

porziolio buct commenced chat these had been paid for. This remuces ==
dank’'s securlIy holding down co about SO0X.

~e also quesctioned SN about the alleged new bank being esctablizned ty Abedi
in Pakiscan. Initially SN said that he did noc know much abouc this. but
then commencted that it was probably some of Abedi’s family making use of
his name as well as his wife and chac cthe capital of the new bank was only
$3 million. SN was sure that cthis money had not come from BCCZ alchough he
felt chere were bound to be rumours co cthis effect.
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JC questioned cthe loan to Abdul Malik al Hamma. SN said chac there were
bound to be ocher small loans like chis that kepc clouding the bdig piccure
and chey should not be allowed to divert our actention. He comTirmed that
che borrower nad asked for some interest concessions however =re bank had
tried o provide chis by creacing the appearance of a portfolix upom wnich
ororfics could be generated to finance this concession. It was probable
that cthe funds wnich flowed into the account came from extermna. sources.

I questioned the schedule of deals originally done as part of &l Hamma's
portiolio and SN said that cthese deals had never existed. This was also
confirmed by SM Akbar. SN commented ion the sensitive politicz=l nacture of
this loan and assured us that the true position of the loan was as set ouc
in SN's most recent letter to Al Hamma.

SJ Chapman
6 February 1991
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Notes of a meeting held on 18 March 199Q

Present: S Nagwvi
HM Kazmi
Simon J Chapman
John A Guy
Derek Tyler.
SJC outlined the position as agreed foilowing the mesting held with Ma&zrui on the previous
Thursday. We would be given complets access to ICIC records inciuding the portfolio
bank accounts.
Thére was a certain degree of technical discussions on what we showm have access to
and also what prior authorities would have to be obtained. Again the Dasic position was
confirmed as unchanged. ' '
It was agreed that the investigation would encompass
(1) Transactions that have passed through BCC| and ICIC
(2) Accounts of BCC! shareholders and nominees
(3) Flow of funds to/from portfolio
(4) Routing acccunts - Credit Suisse, NCB, BCP
(S) ICIC (Holdings) and ICIC Investments
(8) Substance of assets and liabilities of ICIC group
@ Consider future of ICIC for regulators
The work shoutd be done with the fuil co-operaticn of Kazmi and ©=s st
Other matters discussed:
(@) Most of the accounting records/documentations are in Grarmd Cayman.
() Deposit of Sheikh Mchamed bin Rashid - double courtea?
(c) Personnel who would be able to assist:
Mr Kasim - portfolio
Mr Jaffres
Clive Jennings

Dossani
Younes - portfolio
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(d)  Mr Nagvi told Mr Kazmi that he had told PW that with the excecron cf Sh Mohamed
and Sh Mahfouz there are no unrecorded transactions. Kazmi Zonfimmed this to be
the case although saying that these transactions were also, in ract, recorded.

(8) During the course of the meeting SN said that we should all fcrget wnat had been
said before - ICIC and BCCl are inextricably linked.

It was agreed that the reports prepared for HE Ghanim on the future ot ICIC should be
handed over to PW.

Oerek Tyler
16 March 1881
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Minutes of 3 meeting at the Advisor's Office onl1st May 1S=1

Present: Simon Chapman
John Guy
Martin Hall
Swaleh Nagvi

Mr Nagvi said that there was no written agreement with Or Ghamn Pharaon
in relation to sale of his BCC! shares. There was no docurment that details
the terms. It was agreed verbaily. ICIC bought the share= from GRP but
they did not register this transacticn. They were subsegusmtty soid to
Sheikh Khalifa. The deal with GRP was negotiated by Mr ~bedi and was
arranged under duress. GRP needed the funds and Mr Ateedi negotiated
on behalf of ICIC.

Mr Nagvi also made the point that there could be no ctainT on the bank as
the bank does not buy and sell its own shares.

Mr Naqvi said that there was a paper in Zavahir's hand wrming that showed
the disbursement cf the SS5 miilion. (This paper was suc=squenty
presented to Marun Hall)

In relation to Independence Bank, he said that it was nct = shared
ownership arrangement but an agreement to share profit=. ICIC did not
finance the deal; |CIC may weil have wanted it as a US tank or ;ustto
make a profit. He said that the document with ICIC cid n=t go Trough. In
the event of divestment it was agreed that the profit woulc be snared S0/E0
and BCC was to arrange financing for GRP of his 50%. . the event he
said financing cculd not be arranged and GRP said he wcwid haopy with a
15/85 spilit.

He said that it cculd te said that later on GRP was 1C0% 2wner cut ;hat
this would te througn arrangement with Abedi. At preseri. in fis opinion,
management snould te tzking a cecision as to where tnew stcta.

Reverung to the share issue he said that he was a wines= to the agreed
price with Abegi and Pharacn. Abedi was acting for ICIC and rot for the
bank and the bank's records show that $85 million were —zid. He said that
GRP was claiming that $40 per share was paid for other =nare ceals. In
reality these were small ana not for such a large trancne =s his own. There
was never a guarantee given in respect of the price.

In relation to NBG there was no agreement in writing on =urchase or sale.
He did receive the statement saying how the proceeas rEd been disbursed
but this statement never had a covering letter and was rnt receioted. In
relation to the Independence Bank agreement he said tha@t he had signed
because GRP would not accept HMK's signature alone. If he nad signed
this alone it may well have been void.

| - &7
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As a side issue we discussed the North American Investent Finance
Company. He said that this was a convenience company. He aiso said
that UEL was defunct; it was used as a nominee for BCC snares. HMK
had acted for both these companies with a power of attcrmey.

Reverting to Independence Bank he said that if the bank wants to say it
owns it then they should use the agreement positivety, ELT: otherwise they

. can disown the agreement. He said that the bank had ncr: exercised its

control on either Independence Bank or NBG.

He said the whole issue required a high powered legal te=m to ceal with it.
As far as he was concerned they were just financial transz=cdons. the bank
wanting to share in profits.

He said that any comments by GRP in reiation to having =ubstanual
deposits in the bank were factually wrong.

In relation to the non-reccurse lending he said that in 82./=3 Pharaon had
raised a lot of objections and in 86 he was given the ABCD sptit with the
security details. He took this and accepted this with the =tter cf indemnity.

He estimated the net worth of GRP to be in the regicn cr 317S million to
S200 miilion.

Finally he said that the lawyers should be very careful: ==y shouid not

allow peocple to take agvantage of the bank’'s bad puclicoy. The pank -
should get the best possible legal advice and use it.

/ ~
VA D -
=TS
John A Guy

recorczd frcm CCniemporanecus Notes
6 May 1821
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