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M
ore than 12 years ago, a m

ajor 
U

.S
. b

an
k

 d
ecid

ed
 n

o
t to

 d
o
 an

y
 

business w
ith a L

uxem
bourg-based 

institution called the B
ank of C

red-
it and C

om
m

erce International. 
O

ne of the A
m

erican executives 
recalls that som

ething about B
C

C
I 

just didn't add up, "T
hey w

ere re-
lu

ctan
t to

 p
ro

v
id

e in
fo

rm
atio

n
 

a
b

o
u

t th
e
 so

u
rc

e
s a

n
d

 u
se

s o
f 

funds," he says now
. "W

e got bad 
v
ib

es fro
m

 th
em

 . so
 w

e ju
st p

u
t 

them
 on our internal blacklist." 

A
 
lo

t o
f o

th
er p

eo
p

le g
o

t b
ad

 
vibes from

 B
C

C
I, and am

ong bank-
ers it acq

u
ired

 th
e n

ick
n
am

e o
f 

T
an

k
 o

f C
ro

o
k

s an
d

 C
rim

in
als." 

B
ut it took a dozen years for regu-

lators overseeing B
C

C
I's far-flung 

em
p
ire in

 B
ritain

, L
u
x
em

b
o
u
rg

, 
the C

aym
an Islands and elsew

here 
to reach the sam

e conclusion. 
In the interim

. B
C

C
I w

ove w
hat 

its auditors, P
rice W

aterhouse, be-
latedly discovered and now

 describe 
as "probably one of the m

ost com
-

plex deceptions in banking history." 
B

C
C

I m
ad

e p
h

o
n

y
 lo

an
s, co

n
-

cealed
 d

ep
o

sits, h
id

 h
u

g
e lo

sses, 
an

d
 w

as th
e b

an
k

 fo
r a h

o
st o

f  

shady custom
ers ranging from

 ter-
ro

rists an
d
 sp

ies to
 d

ru
g
 ru

n
n
ers 

and dictators. 
Its u

n
m

ask
in

g
 h

as p
ro

v
o

k
ed

 a 
slew

 of questions about how
 a fi-

nancial scandal of such m
agnitude 

w
as covered up for so long w

hile 
1.2 m

illion individuals and com
pa-

n
ies—

m
o

st o
f th

em
 fro

m
 T

h
ird

 
W

orld countries—
entrusted their 

m
oney to B

C
C

I. 
W

h
ere w

ere th
e reg

u
lato

rs? 
W

h
at b

lin
d

ed
 th

e au
d

ito
rs? T

o
 

w
h

at ex
ten

t w
ere v

ario
u

s in
telli-

gence agencies, including the C
IA

, 
involved? W

hat w
ere B

C
C

I's links 
to w

ith drug kings and dictators? 

A
ccording to B

ritish authorities, 
B

C
C

I com
m

itted fraud on a grand 
scale: keeping separate books for a 
"b

an
k
 w

ith
in

 th
e b

an
k
" th

at h
an

-
dled illegal transactions, m

aking a 
$32 m

illion payoff to silence one of 
its ow

n m
anagers, using clients' ac-

counts to hide its ow
n losses, and 

shuffling m
oney am

ong different 
affiliates to disguise the bank's true 
financial condition. 

O
ne of the pieces of the schem

e 
w

as W
ashington-based F

irst A
m

er-
ican

 B
an

k
sh

ares In
c. F

o
r a fee, 

prom
inent M

iddle E
astern individ-

u
als serv

ed
 as fro

n
ts fo

r B
C

C
I in

 
See B

C
C

!, A
16, C

oi 1 

ct 

.47 
C

C
I Scandal: B

ehind the 'B
ank of C

rooks and C
rim

inals' 
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BCCI, From Al 

gaining control of the Washington 
bank in 1981. These illegally held 
shares in First American were then 
used as collateral a second time by 
BCCI to raise about $600 million in 
new loans, said a source investigat-
ing the affair for British authorities. 
13CCI used that money to cover up 
losses elsewhere, he said. 

On July 5, the Bank of England 
gave up on efforts to clean up the 
bank and shut its doors, alleging that 
the fraud was so "massive" that 
BCCI could not be reformed. "The 
culture of the bank is criminal," said 
Bank of England Governor Robin 
Leigh-Pemberton. 

Among the unsolved mysteries: 
Where did the estimated $5 billion 
hole in the bank's balance sheet go? 
Even now, it remains unclear wheth-
er BCC1 executives stole money to 
enrich themselves or whether they 
simply tried to keep a crumbling en-
terprise together by any means. 

'It's not clear that the money has 
gone anywhere at all except to loss-
es and dodgy loans," said one person 
investigating BCCI for British au-
thorities. "We haven't established 
that anyone stashed a pot of money 
elsewhere.... The end might have 
been to keep a bank going when it 
never made a profit so that its offi-
cers catdd continue to be very im-
portant people of great statu.s." 

BCC! was founded in 1972 by a 
Pakistani banker named Agha Hasan 
Abedi, who had previously been 
president of the United Bank Ltd. of 
Pakistan. Bank of America initially 
had a 25 percent interest; Sheik 
Zayed bin Sultan al-Nahyan, ruler of 
Abu Dhabi, and other wealthy indi-
viduals from the Persian Gulf also 
had interests. 

A former Pakistani finance minis-
ter calls Abedi a "man of tremendous 
intellect," committed to economic 
development in the Third World and 
interested in Sufiism, Islamic mysti-
cism. 

A. former customer says Abedi 
spohe in a low monotonous tone of 
voice and that his hair stood up like 
he had forgotten to brush it after 
getting out of bed. He occasionally 
interrupted business talks to discuss 
social values. 

His bank was very profitable in  

WOrkt countries. 
All this contrasts sharply with 

BCCI's reputation among bankers. 
"We always felt it was a good or-

ganization to keep away from," said 
an executive of another major inter-
national bank. 

His institution wasn't alone. When 
BCCI was shut down earlier this 
month, there was hardly a single ma-
jor established bank that had any 
money tied up in BCCI, whereas a 
normal bank that size would have an 
entire web of interlocking transac-
tions with other big banks. 

hi 1980, Bank of America pulled 
out its investment in BCC!. It never 
gave a reason, but a source close to 
Bank of America said that "it just 
didn't smell right." 

How the Fraud Worked 

Bank of America's withdrawal was 
the least of BCCI's problems at the 
time,:.according to a submission in a 
London court by the Bank of Eng-
land. Around that time, BCCI's fraud 
was growing on a huge scale. British 
authorities said. 

"y/hen the frauds began the man-
agement of BCCI was attempting to 
deal with two principal problems" 
that "could have jeopardized the 
bank's existence, the Bank of Eng-
land said. 

The first was losses on currency 
and.  commodity trading. From 1977 
through 1985, the red ink totaled 
$849 million. And the losses contin-
ued right up to the end. 

In 1990, according to the Bank of 
England submission, losses mounted 
to a staggering $495 million. Little 
is known publicly of these losses, yet 
they he at the heart of BCC1's fail-
ure. 

In addition. BCCI had made bad 
loans to prominent business people 
in the Middle East. British authori-
ties and banking sources say that 
BCCI often failed to obtain the re-
quired documentation for major 
loans. The Bank of England said, 
"BCCI had lent to debtors whose 
ability to repay was at least doubt-
ful." 

BCCI's problem loan portfolio is 
now $3.1 billion, according to the in-
terttational accounting firm Touche 
Rose, This includes a net of $1.1 bil-
lion-Of bad loans that have been 
transferred to the government of 
Abu Dhabi following Sheik Zayed's 

Pakistan and Abedi became a re-
spected figure. BCCI gave away a 
tremendous amount of money in Pa-
kistan for health and education. 

The bank also curried favor with 
people of influence, often hiring 
them or their relatives to be its 
branch managers. These people in 
Rini could bring large accounts to 
the bank. 

In Jordan, for instance, according 
to a rival banker, BCCI hired the 
brother-in-law of the then-army 
commander and obtained bank ac-
counts of the Jordanian army. 

"You really felt these were people 
with, very good connections," said a 
former customer. "Abedi could walk 
just in and out of [then-Pakistani 
president Gen.' 2ia's office. They 
knew how to get to the top in Third 
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in L
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1981 
A

rab investors, 
so

m
e w

ith
 a stak

e 
in B

C
C

I, acquire 
F

irst A
m

erican 
B

ankshares Inc. of 
W

ashington, 
insisting it w

ill be 

o
p
erated

 sep
arately

 
from

 B
C

C
I. C

lark M
. 

C
lifford, w

ho 
rep

resen
ted

 th
e 

in
v
esto

rs, is n
am

ed
 

F
irst A

m
erican's 

ch
airm

an
. 

1983 
F

irst A
m

erican acquires tw
o M

anhattan 

bank branches from
 B

ankers T
rust. 

1985 
B

C
C

I, acting 
through G

haith 
R

. P
h
arao

h
, a 

S
audi financier, 

secretly 
acquires 
control of 
Independence 
B

ank of E
ncino, 

C
alif. 

1986 
F

irst A
m

erican purchases N
ational B

ank 

of G
eorgia from

 P
haraoh, w

ho acquired 

it from
 form

er C
arter adm

inistration 

official B
ert L

ance. 

1990 
Jan

.: T
w

o B
C

C
I subsidiaries plead guilty 

in
 fed

eral co
u
rt in

 T
am

p
a to

 m
o
n
ey

-

lau
n
d
erin

g
 ch

arg
es. 

A
pril: A

bu D
habi and its ruler, S

heik 

Z
ayed al-N

ahyan, purchase m
ajority 

stake in B
C

C
I. 

July: F
ive B

C
C

I officials ancL
a 

C
olom

bian businessm
an are convicted of 

co
n
sp

iracy
 to

 lau
n
d
er $

3
2
 m

illio
n
 in

 

cocaine profits. 

O
ct.: P

rice W
aterhouse gives the B

ank 

of E
ngland a report exposing m

illions of 

d
o
llars w

o
rth

 o
f b

ad
 lo

an
s an

d
 im

p
ro

p
er 

acco
u

n
tin

g
 p

ro
ced

u
res. 

M
arch: B

C
C

I agrees to give up its stake 

in F
irst A

m
erican B

ankshares after 

reports that B
C

C
I m

isled federal 

regulators. C
hairm

an C
lifford says he 

never knew
 B

C
C

I ow
ned the bank. 

M
ay: T

h
e W

ash
in

g
to

n
 P

o
st rep

o
rts th

at 

C
lifford and 

h
is law

 p
artn

er, 
F

irst A
m

erican 
P

resident 
R

obert A
ltm

an, 
earn

ed
 $

9
.8

 
m

illion on F
irst 

A
m

erican stock 
In a deal 
financed by 

R
O

BER
T A

LTM
A

N
 	

B
C

C
I. 

June: P
rice W

aterhouse gives B
ank of 

E
ngland m

ore negative reports on B
C

C
I, 

alleg
in

g
 w

id
esp

read
 frau

d
 in

 th
e b

an
k
's 

o
p
eratio

n
s. 

July 5
: R

eg
u
lato

rs in
 th

e U
n
ited

 S
tates, 

B
ritain, L

uxem
bourg, the C

aym
an 

Islands and other nations seize B
C

C
I. 

M
any of B

C
C

I's depositers around the 

w
orld suffer losses. F

irst A
m

erican 

B
an

k
sh

ares is n
o
t affected

. 

July A
: A

 court in L
uxem

bourg discloses 

B
C

C
I lost m

ore than its entire net w
orth 

In 1
9
9
0
. 

July 1
7
: W

all S
treet Jo

u
rn

al rep
o
rts th

at 

a few
 senior executives at B

C
C

I received 

$
5
0
 m

illio
n
 in

 h
u
sh

 m
o
n
ey

. 

Ju
ly 21: L

ondon S
unday T

im
es reports 

th
at A

b
u

 N
id

ars terro
rist g

ro
u

p
 u

sed
 

accounts at B
C

C
I in E

ngland. T
im

e 

m
agazine claim

s that B
C

C
I m

aintained a 

"black netw
ork" of em

ployees w
ho 

engaged in sm
uggling and m

oney 

laundering and collaborated w
ith the 

C
IA

. 

Ju
ly 22: B

ritish 
officials reveal 
th

at B
C

C
I u

sed
 

F
irst A

m
erican 

B
an

k
sh

ares 
sto

ck
 as 

collateral for 
lo

an
s u

sed
 to

 
cover up fraud 

to B
C

C
I and that 

B
C

C
I probably 

w
as n

ev
er p

ro
fitab

le. 
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u
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h
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g
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o
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ress 

Ju
ly 23: R

obin 
L

eigh-
P

em
berton, 

governor of the 
B

ank of 
E

ngland, places 
blam

e for the 
fraud at B

C
C

I 
o
n
 th

e b
an

k
's 

top executives, 
and asks B

C
C

I 
ow

ner S
heik 

Z
ayed to protect 

depositors. 
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purchase of controlling interest in 
the bank in 1990. Many were big 
loans given to individuals with close 
ties to BCCI or its executives. 

As much as $1. billion may have 
gone to just three borrowers, ac-
cording to the Wall Street Journal: 
Saudi financier Ghaith Pharaon, for-
mer Saudi intelligence chief Kamal 
Adham and the Gulf Group, a ship-
ping and trading conglomerate con-
trolled by three brothers, Abbas, 
Mustafa and Murtaza Gokal. 

Thus, in effect, the hank that al-
legedly was intended to help the 
poor was taking deposits from the 
poor and giving big loans to the rich, 
without much collateral. In some 
cases, British authorities say, no 
payments had been made on the 
loans for years. 

To cope with these setbacks, 
BCCI increasingly resorted to de-
ceptive banking practices. It was, 
Price Waterhouse paid, "a full time 
occupation which involved the manu-
facture of documentation, inflation of 
account turnover, concealment of 
funds flow etc. and involved some 
750 accounts over a fifteen year pe-
riod." 

BCCI concealed deposits to bring 
its accounts into balance. Altogeth-
er, BCCI hid more than $600 million 
in deposits, the Bank of England as-
serts. 

The biggest chunk, $358 million, 
came from an institution identified 
only as "Tumbleweed" by the Bank 
of England. BCCI then loaned money 
to depositors against the unrecorded 
deposits. 

At least three other institutions 
were involved in the scheme. An in-
stitution identified by the Bank of 
England with the code name "Fork" 
helped set up accounts for BCC! to 
rout funds. Sources said Fork was 
the Cayman Islands-based bank 
known as International Credit and 
Investment Corp. (ICIC) Overseas 
Ltd. 

In a more carefully regulated en-
vironment such as the United 
States, BCCI's actions presumably 
would have attracted attention. But 
for many years, BCCI operated al-
most without regulatory oversight. 

BCCI's official bases were in Lux-
embourg and the Cayman Islands, 
but the operation there was "rela-
tively nominal," according to Touche 
Ross. Its main office was in London. 

"It wasn't until 1987 that this 

very amorphous worldwide group 
had a single group auditor," said 
Leigh-Pemberton in testimony to a 
committee of the British House of 
Commons. 

The Byzantine internal workings 
that would confuse outside auditors 
also became too difficult for the bank 
itself to fathom and soon the scheme 
spiraled out of control. 

The solutions to the initial prob-
lems had to be solved using the same 
deception but on an ever-increasing 
scale," the Bank of England lawyers 
said to the court. "Unrecorded de-
posits and fictitious loans had to be 
repaid and funds under Fork's man-
agement had to be replaced. To do 
that further unrecorded deposits, 
fictitious loans and funds under 
Fork's management had to be used." 

Aside from banking fraud, there 
was more to the dark side of BCCI. 

Perhaps it was BCCI's thirst For 
new deposits. Perhaps it was the 
convenience of BCCI's multinational 
network. Perhaps it was that BCCI 
appears never to have asked its cli-
ents too many unpleasant questions. 

But it seems clear that BCCI was 
at least a frequent conduit, if not an 
outright collaborator in questionable 
activities. 

An investigation of BCCI by the 
U.S. Customs Service in 1988 
showed that the bank's representa-
tives in Florida were happy to do 
business with an undercover agent 
posing as a drug operative anxious to 
launder millions of dollars in drug 
money through bank accounts to 
conceal its origin. 

BCCI was quite active in South 
America, with offices in Argentina, 
Brazil, Uruguay, Paraguay, Peru, 
Venezuela and Colombia. 	. - 

According to one BCCI source, by 
far the largest operation was in Co-
lombia, where BCCI ran essentially a 
full-service bank, with branches in 
the centers of drug production. The 
bank developed a reputation for ask-
ing no questions, dealing in large 
amounts of cash and generating a lot 
of wire transfers of the kind that can 
be used to launder money, sources 
said. 

Ghaith Pharaon, the Saudi finan-
cier and BCCI client, said in April 
that his bank and others were in-
volved in money laundering. Testify-
ing in his libel suit against an Argen- 

tine journalist, Pharaon said, 
"Everyone launders drug money, ev-
eryone is a criminal, but only the Ar-
ab bank is attacked," he said. "There 
is a campaign against the Arab 
bank." He later clarified his remarks, 
saying he did not personally know of 
BCCI money-laundering and was 
merely stating what he thought was 
obvious. 

Also in 1988, BCCI employees 
alerted Bank of England officials that 
Palestinian terrorist Abu Nidal was 
using an account at a BCCI branch in 
London. 

The wave of newspaper articles 
about BCCI in the past month have 
embellished such views of BCCI. 

The London Sunday Times re-
ported a week ago that the Nidal ac-
counts had "helped fund a decade-
long terrorist campaign. Tens of mil-
lions of pounds passed through the 
accounts in 1990.... " 

Time magazine built a cover story 
around the claims of an unnamed 
source they called "Mustafa" who in-
sisted he was part of a 1,500-man 
"black network" of BCCI thugs who 
collaborated with the CIA. 

A source who is familiar with 
"Mustafa's" assertions said that 
there apparently was a group of 
thugs and fixers in BCCI's employ 
who smuggled currency, arms and 
drugs, and sometimes committed 
acts of violence; but the source said 
Mustafa appears to be speculating 
about any links to the CIA. 

A CIA spokesman denounced the 
claim as "absurd," and CIA Director 
William Webster ordered an internal 
investigation. Informed sources ar- 

gue that the CIA and other U.S. in-
telligence agencies routinely make 
use of foreign companies overseas, 
including banks. 

BCCI had a wide network in the 
Middle East and Africa and was es-
pecially dominant in Pakistan. It was 
the favored bank under the regime 
of former Pakistani president Zia, 
for instance, the deceased U.S. ally 
whose government was assisting the 
CIA's funding of the Afghan rebels. 
"Ahedi could walk just in and out of 
Zia's office," said a former customer. 
"They knew how to get to the top in 
Third World countries." 

First American's Role 

A key piece of the BCCI puzzle 
was First American Bankshares, the 



"You not only have a chairman and a 

board that want to look into this 
closely, you have a staff that is livid," 

said one official. 

Both Clifford and Altman have 
testified before a federal grand jury 

and given extensive depositions be-

fore the Fed. Their lawyers stress 

that both men were duped just as 
badly as the British and American 

regulators. 
As recently as May 23, William 

Taylor, the Fed's chief regulator, 

testified, "Continuing reviews and 
examinations of First American and 

its banks failed to provide, and con-

tinues to fail to provide evidence 
that would substantiate involvement 

in their operations by BCCI." Offi-

cials stress, however, that the vari-
ous investigations involving Clifford 

and Altman are far from complete. 

Recent action by the Fed reveals 

its expanding knowledge of BCCI's 

relationship with a number of U.S. 

banks, in addition to First American. 

On July 12, the Fed issued a no-

tice seeking to bar Saudi financier 
Ghaith Pharaon, Abedi and former 

BCCI chief executive Swaleh Naqvi 

from banking in the United States. 

The Fed claimed in the notice that 

they concealed BCCI's ownership of 

the Independence Bank in Encino, 

Calif. 
The notice described incriminat-

ing memos, telltale bank transfers 

and transactions with ICIC, the Cay-

man Islands "bank within a bank" 

controlled by Abedi and some close 

associates. 
ICIC has come up at least once in 

the various First American investi-
gations. As first reported by the 

Wall Street Journal, $74 million of 
First American's capital was for a 
brief period placed into certificates 
of deposit at ICIC. 

The money was eventually repaid 

with interest, but a key question is 
why the First American funds were 
placed with the BCCI-controlled en-

tity when safer investment vehicles 
were readily available? Lawyers for 

Clifford and Altman said the transac-

tion was perfectly legal and consis-
tent with sound banking practices. 

The list of unanswered questions 
about First American seem endless. 
Was the secret ownership planned 
from the beginning, or did it evolve 

over time? What did BCCI stand to 
gain from being the secret owner of 

an American bank that never paid 

Washington-based company with 

294 branches in Virginia, Maryland 

and the District. For a fee, regula-

tors allege, prominent Middle East-

ern individuals served as fronts for 

BCCI in gaining control of First 
American. 

BCCI kept those shares, which 

conferred illegal control, and then 

used those shares as collateral a sec-

ond time to raise about $600 million 

in new loans, according to a source 

investigating the affair for British 

authorities. The proceeds concealed 

losses and bad loans elsewhere in 

the BCCI empire, he said. 

Lawyers representing First 

American Chairman Clark M. Clif-

ford and President Robert A. Altman 
question whether BCCI's alleged 
control of First American has been 

established, but investigators say 

the evidence is overwhelming. 

Poring through the files of BCCI 

in Abu Dhabi, Federal Reserve in-

vestigators have reportedly discov-

ered documents that confirm the 
BCCI's secret First American own-

ership. 
Clifford, one of the capital's most 

prominent Democratic lawyers, and 
Altman, his law partner, have said 
they did not know about any secret 

BCCI investment in First American. 
Both men themselves acquired valu-

able shares in First American with 

BCCI loans, describing this as com-
pensation for their services to the 

bank. 
Knowledgeable official sources 

said in recent interviews there still is 

no conclusive evidence that First 
American was harmed, although 

there is circumstantial evidence that 
First American was used as a "pass-
through" institution for BCCI's mon-
ey laundering. 

Carl S. Rauh, a lawyer represent-
ing Clifford and Altman, said last 

week that First American "has been 
operated honestly and in compliance 

with all U.S. laws, and did not partic-

ipate in any way in any fraudulent 
activities with BCCI." 

To Federal Reserve officials,!•the 
cardinal sin is not that First Ameri-
can was damaged but that regulators 

were deceived about BCCI's secret 
ownership. 

When the foreign investors pur-

chased First American in 1981, it 
was Clifford, the bank company's 

new chairman, who assured the Fed 
that BCCI would exercise no control 
over the Washington bank. 

Now the regulators feel betrayed.  

dividends? Was it a way of bypassing 

the resistance of bank regulators? Or 

was BCCI looking to gain political in-
fluence in the nation's capital? 

"That's one of the mysteries 

here," said a senior official. "It's hard 
to see where this type of ownership 
was of any great use to BCCI. 

the whole thing doesn't make 

sense." 

Where Were Regulators?  

Looking back, the dramatic unrav-
eling of BCCI seems almost inevita-

ble, but various sources argue that 

authorities waited too long to act. A 
1988 federal money-laundering 

prosecution in Tampa established 
that BCCI was a full-service center 

for drug dealers with cash to hide. 

The Federal Reserve did extensive 
audits of BCCI's operations in the 

United States and entered into a 

consent agreement with BCCI in 
1989. A Senate report in 1990 drew 

attention to allegations that BCCI 
was involved with First American, as 

did published reports. 
New York District Attorney Rob-

ert Morgenthau seized upon the 

BCC' allegations in 1990 and ,pur-
sued information published in the 

U.S. press. 
Eventually his office joined forces 

with the Fed and, together they es-

tablished that BCCI controlled First 

American's stock. 
By contrast, the Justice Depart-

ment, according to critics, chose to 
let its investigation in Tampa lan-
guish, providing few, if any, resourc-
es to the complex case until the .,, 

scandal unfolded in public. Last week 
Assistant Attorney General Robert ; 

Mueller, the head of the depart-
ment's criminal division, undertook.".".. 

an unusual media blitz to declare' 

that the federal government had 
been investigating BCCI since 1986., 

when a federal money-laundering—

prosecution ensnared BCCI. 
Sen. John Kerry (D-Mass.) argues 

that much more was ignored. During 

1989, Jack Blum, then a special 

counsel to the Senate Foreign Rela-
tions Committee, interviewed BCCI 

officials. 
Hoping to help the Tampa agents, 

Blum debriefed his sources in hotel 
rooms equipped with government 
tape recorders. The Justice Depart-
ment was left, Blum says, with hours 

of tapes containing detailed descrip- 



tions of BCCI's relationship with 
American banks. 

Blum says he eventually conveyed 
the same information to Morgen-
than. 

"What happened to Tampa and 
the tape recordings we made?" Blum 
said. "All of that was in their [the 
Justice Department's' hands in 
1989, and instead of following up on 
the leads and talking to the people, 
they restricted the investigative au-
thority of the agents and entered a 
plea agreement. And .that's inexpli-
cable. It was the same evidence, es-
sentially, that led Morgenthau to the 
point he's at today." 	• 

hi effect, no authorities seem to 
have taken full responsibility for a 
bank that spanned 69 countries. 

Most financiers in London blame . 
Bank of England governor Leigh- 
Pemberton because BCCI was run ; 
from London for most of its lifetirner- 
"The buck's got to stop somewhere,':' 
said one London banker. 'The sirri:.`Z 
ple questions were never asked." 

In the view of Leigh-Pemberton 
"evidence:of poor banking . . 
emerged' only at the beginning of 
1990. But bank closings are very 
rare in Britain, and the Bank of Eng-
land still did not see sufficient evi-
dence of fraud to close down BCCI. 

It was only at the beginning of this 
year that the Bank of England or-
dered a more detailed audit from .. 
Price Waterhouse, which finally 
prompted the British authorities to 
close down BCCI. Leigh-Pemberton.. 
said. 

"This showed evidence of massive 
and widespread fraud going back 
over a number of years," he said. It 
implicated board members, still ac-
tive executives and representatives 
of Sheik Zayed. 

In less than two weeks, BCCI was 
closed down. 

The Next Step 

Officials and bankers following the ■ 

evolving BCCI scandal now say that 
the Bank of England, other regula-
tors responsible for banking fraud in 
the United States and elsewhere and 

Sheik Zayed will all try to restore 

their damaged honor. 
Regulators, especially in the Unit-

ed States and Great Britain, have re-
ferred evidence of wrongdoing to 
prosecutors. 

Meanwhile, Sheik Zayed must de-
cide before a Tuesday court hearing 
in London whether he wants to res-
cue BCCI or cut his losses. As one of 
the richest men in the world, he 
could write off his losses and walk 
away. A banker who was to have 
joined a restructured BCCI before 
the Bank of England closed it down 
says the sheik might try to salvage 
the Middle East operations and allow 
branches in Asia and Europe to be 
shut down. 

Last week, Leigh-Pemberton 
went to Abu Dhabi and tried to 
soothe the angry monarch while at 
the same time asking him to cough 
up even more money to protect de-
positors. 

Leigh-Pemberton is an English 
aristocrat, former chairman of Na-
tional Westminster Bank, a British 
Tory, and lieutenant governor of 
Kent—"all the pedigree required 
from a prominent Englishman," says 
one banker. The sheik, by compari-
son, grew up in a Bedouin family be-
fore oil was discovered in his desert 
realm and has used his oil wealth to 
transform Abu Dhabi into a city 
state with modern amenities and 
lush gardens. 

But the sheik did not show up. He• 
let his advisers deal with the British: 

central bank governor. And the com-
ing days will tell whether the sheikh 

is any more forthcoming with BCCI. 

Mufson reported this story from 
Washington and McGee from 
Washington. Correspondent Eugene — 
Robinson contributed from Buenos 
Aires. 


