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S
hortly before the B

ush adm
inis-

tration approved $1 billion in loan 
guarantees to Iraq three years ago, 
the A

griculture D
epartm

ent falsely 
certified that it had no evidence of 
illegal actions by Iraq in obtaining 
previous loans, according to a federal 
investigator. 

T
he evidence of Iraqi w

rongdoing 
w

as uncovered during a 1989 probe 
of illicit loans to Iraq by the A

tlanta 
branch of Italy's B

anca N
azionale del 

L
avoro (B

N
L

). It w
as disclosed to 

tw
o A

griculture D
epartm

ent officials 
by G

ale M
cK

enzie, the senior pros-
ecutor in the B

N
L

 case, on O
ct. 11 of 

that year. 
B

ut a sum
m

ary of M
cK

enzie's find-
ings, prepared four w

eeks later by 
th

e d
ep

artm
en

t, in
ex

p
licab

ly
 re-

ported an opposite conclusion that 
"no (Iraqi) w

rongdoing is indicated at 
this tim

e." T
he incorrect sum

m
ary 

played a key role in persuading senior 
adm

inistration officials to approve 
the new

 loan guarantees on N
ov. 8, 

1989. 

A
rthur J. W

ade, the chief investi-
gator under M

cK
enzie, has called the 

A
griculture D

epartm
ent's sum

m
ary 

w
rong and said it w

as crafted "art-
fully" and for a "definite purpose," 
according to a transcript 

released 
yesterday of testim

ony he gave in 
July to staff m

em
bers of the S

enate 
A

griculture C
om

m
ittee. 

T
he disclosure of W

ade's state-
m

ent is expected to heighten contro-
versy over the adm

inistration's de-
cision to extend the additional guar-
antees to Iraq at a tim

e of grow
ing 

suspicions that past loans w
ere rid-

dled w
ith corruption, including kick-

backs and bribes dem
anded by Iraqi 

governm
ent agencies and question-

able consulting fees for Iraqi front 
com

panies in the U
nited States. 

T
he decision to go forw

ard w
as 

part of a broad U
.S. effort to pull Iraq 

tow
ard the W

est in the afterm
ath of 

the eight-year Iran-Iraq w
ar, a plan 

strongly prom
oted w

ithin the adm
in-

istration by Secretary of State Jam
es 

A
. B

aker III. It w
as initially resisted 

b
y
 th

e T
reasu

ry
 D

ep
artm

en
t, th

e 
F

ederal R
eserve B

ank and O
M

B
, 

w
hose representatives w

arned pro- 

phetically that allegations of Iraqi 
w

rongdoing could eventually em
-

barass the adm
inistration in the loan 

m
atter. 
B

N
L

, as the principal financier of 
U

.S
. exports to Iraq, w

as the chief 
recipient of the loan guarantees that 
the A

griculture D
epartm

ent gave to 
Iraq

 b
efo

re 1
9
8
8
. B

N
L

's A
tlan

ta 
branch w

as raided in 1989 after tw
o 

of its em
ployees told the governm

ent 
the branch had m

ade billions of dol-
lars w

o
rth

 o
f u

n
rep

o
rted

 lo
an

s to
 

Iraq, including som
e that w

ere not 
guaranteed by the governm

ent. 
C

ontroversy over the U
.S

. loan 
guarantees first erupted last sum

-
m

er, w
hen congressional investiga-

tors disclosed that a S
tate D

epart-
m

ent official responsible for m
onitor-

ing the loan program
, Frank L

eM
ay, 

inform
ed his superiors w

eeks before 
the loan guarantees w

ere approved 
that the B

N
L

 probe had produced 
substantial evidence of Iraqi w

rong-
doing, including the potential diver-
sion of U

.S.-guaranteed funds to pur-
chases of nuclear-related equipm

ent. 
L

eM
ay's m

em
o w

as partly about 
his discussions of the B

N
L

 case w
ith 

K
evin B

roach, an A
griculture D

epart-
m

ent attorney, and L
arry M

cE
lvain, 

an official of the departm
ent's loan 

guarantee program
. B

rosch later told 
the H

ouse banking com
m

ittee that 
L

eM
ay's m

em
o, w

as a m
isleading and 

exaggerated account of his briefing. 
B

ut W
ade bolstered L

eM
ay's claim

 
by telling S

enate investigators that 
M

cK
enzie and K

en G
olec, another 

investigator on the case in A
tlanta, 

had inform
ed B

rosch about the ev-
idence of Iraqi w

rongdoing, prior to 
B

roach's m
eeting w

ith L
eM

ay. 
"I view

ed w
hat I had as evidence," 

W
ade said, according to the S

enate 
transcript of an interview

 conducted 
w

ith G
olec present. "I cannot im

agine 
saying I had no evidence." G

olec 
added that although he did not then 
have enough inform

ation to indict 
specific Iraqi officials, "w

e w
ere def-

initely beyond the speculation point." 
B

roach could not be reached yes-
terday. B

ut T
hom

as V
. C

onw
ay, an 

associate general counsel at the A
g-

riculture D
epartm

ent, said "in our 
view

, W
ade m

ade a num
ber of alle-

gations, but did not have evidence" of 
Iraqi w

rongdoing. 


