UK depositors
to fight court
petition
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law firm Richards Butler, said.

BCCIl's major shareholders,
the Abu Dhabi Government and
its ruler, Sheikh Zaid Bin
Sultan al-Naahyan, have at-
tacked the swoop on BCCI led
by the Bank of England, saying
a restructuring plan sent to
the British Central Bank on
July 3 should have been given
time to work instead.

AP rts from London:
British mm- said Friday an
independent inquiry will be
held to investigate the seizure

interational action against the
bank. )

Chancellor of the
Exchequer Norman Lamont, in
an unusual Friday appearance
before the House of Commons,
said he and Bank of
QGovernor Robin Leing-Pem-
berton had agreed to the
review.

The inquiry also would took
into the adequacy of British
bank regulations and ways of
strengthening cross-border
bank supervision, Lanont said.

AFP adds from Washington:
Federal prosecutors are inves:
tigating possible criminal viola-
tions involving the Bank of
Credit and Commerce
international (BCCI) and three
US banks it controls.

US attorney Jay Stephens,
office confirmed in a state-
ment issued Thursday that it
was probing possible violations
invo BCCI. First American
Bank of shares, the National
Bank of Georgia, and the
Independence. Bank of Encino,
California.

The Federal Reserve re-
ferred the cases to the US at-
torney’'s office, according to
the statement.

Rise and fall
of BCCI

BCCI was set up in 1972 by
a Pakistani financier. Agha
Hasan Abedi. His dream was to
create the Third World's first
multinational bank. Five years
later he joined forces with the
Saudi billionaire Ghaith
Pharaon. Harvard-educated
and operating from what was
then the Saudi capital of
Jedda.

Luxembourg, with its liberal
regulatory and tax regimes,
was the s choice for the
establishment of the bank.

For five years all seemed
well. BCCI first came under
scrutiny in 1877 when
America’'s Securities and
Exchange Commission brought
a civil action against the bank
and Abed;.

A decade later, during the
‘slage party” investigation and
court case, BCCI was revealed
to have secretly owned Bank-
shares all along a disclosure
that astonished Washington
society — not to mention de-
positors at the bank's 300

%

In May last year, after BCCI

government now controls 77%
of the Luxembourg helding

huge Josses last year, BCCI

17 of its 43-strong
chain and axed 500 jobs from
its 2,400 workforce. Just a
month earlier, it had relocated
its international support oper-
ations from London to Ahq
. with the loss of a fur-
ther 800 jobs.
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of up to 82 billion by the BCCI
collapse.

For years BCCI has heen
surrounded by rumours of
money laundering, links with
thedeposed Panamanian pres-
ident General Noriega and
deals with cocaine cartels and
corrupt politictans. But none of
the allegations stuck until
January last year when the five

executives were

fi
jailed. BCCI Imﬂmﬂl

F

quest of its
holders in UAE. It caused se-

vere jitters in local trade and
industry circles. The action
followed the shutdowm of its
London operation by the Bank

ever a greater cause for con-
cern now. Meanwhile the
freeze on multinational opera-
tions of the BCCl has raised a
worldwide storm.

In Bangladesh, over 40,000
BCCI clients in four of its
branches — two in Dhaka and
one each in Chittagong and
Khulna — are in dire straits.
This has undeniably some
implications for the overall
banking sector in the country.
The depositors who put in
their hard savings in good faith

banki .
Credit ng. import and
export facilities and other
normal support services are

Depositors' concern mounts

The depositors with BCCI in
Bangladesh have been showing
increasing concern over the
fate of their stuck-up money
with the bank.

Faiing to get a firm date
about withdrawal of. their de-
posits from the eentral bank,
the clients made a fervent ap-
peal to the UAE Emir Shetkh
Zayed to intervene in the situa-
tion. Earlier, they held a rally
in front of Bangladesh Bank
and met the central bank gov-
ernor who had assured them
that decisions about their de-
posits would be taken very
SOON.

Clients involved in foreign
trade through'BCCIl have been
asked to operate through
Agrani Bank. Many aggrieved
clients told The Daily Star that
things were not working well
with Agrani Bank. Some com-
plained that when they had
approached Agrani Bank. they
were told to get clearance

T\darkets face
$ 2b losses

LONDON : The world's for-
eign exchafge and money
markets are facing losses of
up to $2 billlon, after the col-
lapse of Bank of Credit and
Commeree International. The
scale of the damage emerged
after investigations by the Bank
of England.

Many of the world's largest
bank's were left with uncom-
pleted bargains with BCCI
when it was closed in an in-
ternational operation on
Friday, after the discovery of a
massive fraud. They have be-
come unsecured creditors in
BCCI's liquidation, and may
lose most or all of their money.

BCCI operated in 69 coun-
tries and was an active dealer
in foreign exchange A
spokesman for the Bank of
England said. however. that it
thought the losses among
British banks would not be se-
rious.

In Britain, the closure has
frozen savings worth £ 750
million held by 120,000 in-
vestors and small businesses.
Investors will only be compen-
sated by the Deposit
Protection Board for up to £
15,000 of their deposits.

Courtesy : Financial Times

BCCl!'s network - The reaction

By Shahiduzzaman Khan

from BCCI. As the BCCI head
office has become a
"prohibited” place, they were
not allowed to enter into the
bank. ‘How can you expect us
to get it done from BCCI after
its closure,’ said a disgruntled
exporter.

Export documents of the
goods shipped on the eve of
BCCI closure are now lying
with BCCIL. None seems to have
take any initiative in collecting
money on account of the
bank's closure, said another
trader. He is visiting Agrani
bank every day for the last five
days. Both exports and imports
are being hampered following
the closure of the bank.

Said a banking expert, for
smooth transactions of the im-
port and export busineas in
favour of BCCI. Agrani Bank
could not prepare a ‘'modus
operandi’ as yet causing suffer-
ings to the clients. The bank
(Agrani) 1s not doing it case-to-

BCCI losses
estimated at
over £ 900 m

LONDON: PRICE Waterho-
use, the accountant. comple-
ted ten separate reports on
the finances of the Bank of
Credit and.: Commerce
International before the Bank
of England decided to close it
down, according to Rebin
Leigh-Pemberton, the bank
governor.

Mr Leigh-Pemberton told a
group of Labour MPs that
losses from the fraud at BCCI
total more than £ 900 million
and that there was no alterna-
tive but to close the bank.

This is the first estimate by
the Bank of the losses involved.
The Luxembourg-registered
bank was closed by the Bank
regulators worldwide after the
discovery of a fraud.

— Courtcsy: Business Times

(Abridged)

Pressure mounts

for compensation.

LONDON: Outrage at the
damage caused by the closure
of Bank of Credit and Com-
merce International mounted
as the Bank of England tried to
persuade Abu Dhabi to

compensate the thousands of

iy i

DUBAI : The recent freeze
on multinational operations of

the Bank of Credit and Comm-

erce International (BCCI),
which is 77.4 per cent owned
by Abu Dhabi interests, is seen
by some in Arab circles as a
further manifestation of North-
South rivalry.

Conecern in Abu Dhabi and
other Arab states centres not
on the fact that BCCl faced
grave problems, but on the fact
that it was shut down amid al-
legations of global fraud.

The question being asked
here, as in England and else-
where is;: how was BCCI| al-
lowed by the Bank of England

and other monetary regulation

How Arab c

authorities around the world to
reach such a state of apparent
fraudulence? Theoretjcally it
has been under tight scrutiny
since the US convictions on
narcotics laundering charges.
Why, then, was it discovered
so late in the day that BCCI's
losses exceeded its entire 1.5
billion US dollar capital?

BCCI has operations in 69
countries, Its reputation suf-
fered when it was linked to
the discredited General
Manuel Noriega of Panama and
convicted of laundering drug
money in the United States.
inve tion commis-

case basis and was referring
the cases to BCCI without
showing any reason.’ a chent
was quoted as saying

The central bank's. instruc-
tion to encash the security
bonds and savings certificates
Is no way a solution of the de-
positors’ problems as most
concern was brewing over the
fate of their savings and cur-
rent deposits, said another
banking source.

In an interview with BBC on
Friday, sh Finance
Minister criticised the bank of
England for having forced the
suspension of BCCl| in
Bangladesh. The finance mints-
ters of the affected countries
should have been consulted
belore closing the bank opera-
tions, he observed. About BCCI
activities in Bangladesh, the
Finance Minister said there
was no reason to be frightened
{about depositors’ money).

people who had lost money
and jobs.

The bank said it had had
"constructive discussions in a

co-operative atmosphere -
with representatives of Abu
Dhabi, which owns 77 per cent
of the bank.” We are in a con-

consignments either.
For the central bank itself

it is a new experi-
ence — its first exposure to a

Nahayan urged

to save BCCI
Star Economic Report

The * " clients of
mﬂ Comm-
erce International (BCCI) in
Bangladesh have made an

appeal to Shetkh Zayed Bin
Bnmnlﬂd-wmtmlrolﬂn

United Arab Emirates to
protect “the honour and

interests” of the Bank.

British Press on BCCI erisis

- e

tinuing dialogue,” said an offi-
cial.

But the Bank refused to give
details of the talks, which rep-
resent practically its only hope
of salvaging something from
the closure of the bank.

— Courtesy: Financial Times
Victims face a

long wait

LONDON: MANY BCCI in-
vestors face the humiliating

from Liberian during political
unrest there last year.

They invested £ 60,000 in
BCCI. raised mainly from the
sale of family furniture and
jewellery.

There have been other
equally stories. A
Nigerian woman, who saved up
for years for medical treat-
ment, {& now stranded in
London.

Her bank account is frozen
and she cannot pay for the

itable operation. Avatlable indi-
cations showed that 1t earned a

LONDON : Some of the In-
nocent victims of BCCI's clo-
sure said

hear of the t

the bask, ind Wornsd the

of Taka 20 crore fn In

Tragedy for Asians

were shocked to

..*I-.lr:';l-%
i i .

An aggrieved Asian trader
with his BCCI statement

medical attention.
Some of the staff of BCCI

also find themselves in a dis-
tressing financial predicament
As a condition of their em-
ployment they had to open a
bank account with BCCIl. Te
compound thefr financial m¢s-
ery, they have not been paxd.
They have had to resort to
trying to get benefits from the
Department of Soctal Security.
Customers of BCCI are
advised to take care of all doe-
uments related to their deal-
ings with the bank as they
prepare to make claims for
compensation.
Courtesy: The Independent.

UK banks may
need to pay
out £ 200 m

LONDON : British banks
may be forced to pay out up to
£ 200 millfon to compensate
depositors in BCCI. after the
bank's closure.

The Deposit Protection
Scheme. headed by Robin
Leigh-Pemberton, the gover-
nor of the Bank of England, is
obliged by law to pay out up to
£ 15,000 compensation to all
the sterling depositors in
BCCI's British branches.

The branches had
of £ 750 million.

its

since 19786.

their businesses might face
colla

3

Cl and could not find an-
banker might face clo-

f

ISTANBUL, July 20: Turkey
has cancelled the banking
permit of Bank of Credit and
Commerce International

Turkey for
11 years, has branches in
Istanbul, lzmir and lcel.

The Bank of closed
the Abu Dhabi-controlled BCCI
in concert with central banks
in several other countries on
July 5§ over of mas-
stve fraud in the Bank, which
had assets of 20 billion dollars
and a 69-nation network.

The Turkish decree did not
say what the eventual fate of
the Bank would be or whether
depositors would be compen-
sated,

The semi-official Anatolian
News Agency said BCCl would
start reimbursing its deposi-
tors from next week. It no
details and BCCI] was not avail-
able for comment.

The agency said BCCI's de-
posits and loans were almost
equal at 150 billion Lira (34.5
million dollars).

‘BCCI a good guy’

ATLANTA : Charitable orga-
nizations created by former
President Jimmy Carter re-
cefved 88 million in contribu-
tions from the failed Bank of
Credit and Commerce Inter-
national, and Andrew Young,
the Carter administration's
representative at the United
Nations, had a consulting
a ment with the bank
whilé he was mayor of Atlanta.

The $8 million in donations
spanned several years and
were given to Mr Carter's
Global 2000 Inc, which the
former president organized to
help developing countries.

The Central Intelligence

cy used the bank for in-
nce operations and the

bank was involved in secret
arms deals, including the sale
of US arms to Iran in 1986,
according to government and
bank documents and former
government and bank officials.

Young had a longtime per-
sonal and business relationship
with the Pakistani founder of
the bank, Aga Hassan Abedi.

In an interview Young de-
fended the bank and Mr Abedt,
who founded the bank with
Middle East money. Young said
he was convinced of xgedl'u
personal honesty and said the
bank's far-flung financial em-
pire seemed to reflect not only
Abedi's commitment to mak-

ing money but to contributing

fraud in a number of countries.
This was to conceal losses at
BCCI, which has accounts of 20
billion US dollar, worldwide. A
Luxembourg subsidiary closed
on July 5 had 7.5 billion US
dollar, of which 3.2 bilion US
dollars was in British
branches, and a Cayman
Islands subsidiary, also closed,
accounted for another $7.5 bil-
Hon US dollar.

American inve have
said that up to 13 billion US
dollar could be missing at
BCCl1, which would be the
costliest bank fajlure on record
with much of the loss f'ﬂ:::f
on African and other
World countries.

ountries react to

An effort to reform BCCI
structure and operations has
been under way since Abu
Dhabi interests acquired the
majority holding last year. A
mmmltm;:: was understood
to have n given to inject
fresh capital whenever .‘nj-cm
arose,

The Khaleej Times cited
banking circles as recalling
that even before the BCCI's
shares had been bought by Abu

Dhabi and some enq:rbr:n had
been found guilty of launder-

ing, "there was this niggling
doubt that the bank hamn
targeted for an act of attrition,

largely because it was flourish-
ing Third World institution

to the communities in which
the bank operated.

“l have never been self-con-
scious about my relationship
with BCCI and Abedl," Young
said. "Every good idea that
Carter or 1 had, Abedi was
willing to finance. He was
never really giving us cash, but
he was encou the local
banks that he controlled to
seed our projects. So | am re-
luctant to see BCCI as this sin-
ister operation that
is making it out to be.”

Young said BCCI-owned
banks in the five countries ar-
ranged to buy the seeds and
fertilizer for the experiments.

Courtesy : International
Herald Tribune

BCCI closure

and needed cutting down to
size". The Times conceded,
however, that the Bank of
England had acted in the
shareholders' best interests.

There was no doubt that the
Abu Dhabl authorities were
worried by BCCI's tarnished
image. The newsletter
"M t Markets” published
by bankers Bond Buyer of New
York reported on June 3 that
Abu Dhabf's rulers were plan-
ning to restructure BCCI into
three separate banks, to sack
existing management and
close down f{ts international
operations.

The three banks were to be
located In London as centre of

European operations, in Hong
Kong. to do the same for Asia

and the Pacific, and in Abu
Dhabi, which would take over
from London as the main of-
fice. :

A banker here commented:
"It is puzzling why the British
and other authorities have
acted so to and arbitrarily
when Abu Was so com-

mitted to improving things
and was doing so in constant

DHAKA SUNDAY JULY 21, 1991

1978 BCCI launches hostile
takeover for Financial General
Bankshares ashington's
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in the dollar
doldrums

LONDON: MANY investors
in BCCI who held their money
in dollars have found that the
deposit protection scheme will

not out since it only covers
.m-mdepnm.
"Many Asians like to hold

money in dollars and my
mother had 8 25,000 in the
banks,” says one man.

Many British e:tatrilt:u
who invested in BCCI branches
in Gibraltar and Luxembourg
will be in a much worse posi-
tion than their counterparts in
the UK.

There s no deposit protec-
tion scheme in Gibralter and
the Luxembourg scheme pays
out a maximum of 500,000
Luxembourg francs (just over £
8,300), little more than half
what a depositor could expect
to get in the UK.

Action may
~ cause
international
friction

The action against BCCI
may cause international
friction, since the Bank of
England did not consult the
Abu Dhabi government until
after it had closed the Bank.
The governor hoped, however,
that the authorities in the
biggest of the United Arab
Emirates would help in the
orderly run-down of BCCI. Abu
Dhabi may also be called on to
make good some of the losses
arising from the fraud."
Commercial banks around the
world could lose billions on in-

ter-bank trading as a result of
the collapse.

4 branches of

BCCI locked
out in Lanka

COLOMBO, J\ﬂ?:lmplny-
bled Cayman

ees of the trou
island-registered Bank of
Credit and Commerce Inter-
national (BCCI) said they were
today locked out of the bank's
four branches in Sri Lanka,
reporis AFP, ;

'Hundreds of employees who
turned up for work found that
the plush main BCCI branch
here was shut with security
guards posted outside to pre-
vent anyone from entering the
building. . :

Although BCCIl's Celombe
operations were i;;:.'m
Monday. the emp eon-
Hnued.rwnrh. mostly clearing
business held over from the

wee , one banker said.
re has been no word

from the Central Bank of Sri
Lanka or BCCIl's management
here about the scandle-ridden
bank's future in Sr1 Lanka.



