IN TAE GRAND COURT CAUSE NO: ¥24OF 1997
OF THE CAYMAN ISLANDS '
HOLDEN AT GEORGE TOWN
GRAND CAYMAN

IN THE MATTER OF FIRST CAYMAN BANK LTD.

TO: The Grand Court of the Cayman Islands
George Town, Grand Cayman

WINDING UP PETITION

THE PETITION OF THE GOVERNOR IN COUNCIL OF THE CAYMAN
ISLANDS

1. First Cayman Bank Ltd. (“ the Company’”) was registered as a company on the
31st October 1978 under the provisions of the Companies Law ( 1995 Revision).
The company was originally registered as First Cayman Bank and Trust Company
Ltd. A category “A” Banking Licence was issued to the company on the 16th
February , 1979 under the then Banks and Trust Companies Regulation Law (
Revised).

2. The registered office of the company is located off the West Bay Road , George
Town, Grand Cayman.

3. The authorised share capital of the company is U.S.$ 5,000,000. divided into
5,000,000 shares of U.S.$1.00 each.

4, The issued share capital of the company is U.S.$2,059,150.

5. The company is a wholly owned subsidiary of Gulf Union Bank Ltd.(* GUB”), a
Cayman Islands incorporated company, which was jtself issued a Category “B”
Banking Licence in 1981. GUB also has another wholly owned subsidiary , Gulf
Union Bank ( Bahamas) Ltd.( “ GUB Bahamas™) which has two bank branches in
the Bahamas, one in Nassau and the other in Freeport.
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The objects for which the company was established are to carry on the business of
banking and other objects stated in the Memorandum of Association.

Your Petitioner appointed Mr. Arthur Alexander ( Eric) Steele to be Controller of
the company and of its parent GUB with effect from the 30th August 1997, under
the provisions of section 14 (1) (v) of the Banks and Trust Companies Law ( 1995
Revision) (* BTCL”). As Controller , he commissioned Ernst and Young , the
auditors of both entities to perform a review of the financial position as at 31st
August 1997,

On receipt of the Viability Review produced by Emst and Young , the Controller
on the 19th September 1997, prepared a report with his recommendations for
your Petitioner , on the affairs of the company and its parent, as he was required to
under the terms of his appointment and under section 14 (3) of the BTCL. A copy
of that report is attached hereto as “ RHC 1”.

In the sixth paragraph of the second page of the Steele report he states that
without external support the company is insolvent on the liquidity test and further
that if full provision is made against certain large advances, the company is also
insolvent on the balance sheet test.

Your Petitioner having considered the Controller’s report permitted the company
to attempt to reorganize its affairs , by entering into negotiations with a view to
the company’s acquisition by another Cayman licensed Bank . Your petitioner
also on the 22nd September 1997, appointed Mr. Brian Cunha to be Controller of
the company and GUB , replacing Mr. Steele.

Your Petitioner was notified that on the 2nd October 1997 the Central Bank of the
Bahamas had suspended the banking license of GUB Bahamas. Attached hereto
as “ RHC 2” is a copy of a letter dated the 2nd October 1997, from the Bank
Supervision Department of the Bahamas, attaching a suspension order. On the
7th October 1997, your Petitioner appointed Mr, Dwight Carter as Controller of
GUB, while Mr. Cunha remained Controller of the company.

On the 6th October 1997, the company made a demand for payment from GUB ,
for two placements in the aggregate sum of U.S.$2,046,194.63. On that same date
it also made demand of GUB Bahamas for the repayment of a placement in the
sum of U.S.$ 500,000. Copies of those demands are attached hereto as “ RHC 3”
. To date neither of those sums have been repaid.

On the 15th October 1997, Mr. Cunha , as Controller of the company prepared a
report for your Petitioner , a copy of which is attached hereto as “ RHC 4”. The
Controller has uncovered evidence of serious fraudulent activity at the company
allegedly perpetrated by Sheikh Qureshi and Assad Kazmi. He determines that he
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is unable to quantify the contingent Hability to the company because of the alleged
frauds. He concludes that the company can no longer be viewed as a viable
operation and as such is no longer saleable as a going concern.

On the 16th October 1997, your Petitioner considered he above report and
revoked the company’s licence pursuant to section 14 (4) (d) of the BTCL. The
Petitioner then authorised an application to this Honourable Court for an order
that the company be forthwith wound up pursuant to section 93 of the Companies
Law ( 1995 Revision ), as the company is unable to pay its debts, and is therefore
insolvent.

The Petitioner now presents this Petition for an order that the company be forth
with wound up by this Court pursuant to section 14 (4) (d) of the BTCL because
the company’s licence has been revoked , and the company is unable to pay its
debts. '

The PETITIONER therefore PRAYS as follows:-
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that First Cayman Bank Ltd. be wound up by the Court under the provisions of
the Companies Law ( 1995 Revision)

RN
™.,
.N\»‘ e

iy

Pl
S

-
.
A

that such further or other orders may be made as the Court thinks fit:-

DATED this 17th day of October 1997

& ¢(RIC HAYLOCK COLES
ORNEY- GENERAL




TO: The Clerk of the Grand Court

AND TO: First Cayman Bank Ltd. off West Bay Road ,
Grand Cayman, Cayman Islands

This Petition having been presented to the Court on the 17th October 1997, will be heard
at the law Courts , George Town , Grand Cayman, at o’ clock in the fore / afternoon
onthe dayof 1997 or so soon thereafter as the Petition can be heard.

Filed by the Attorney- General for and on behalf of the Governor in Council whose
address for service is P.O. Box 907. Government Legal department, 4th Floor , Tower
Building, Grand Cayman, Cayman Islands



THIS IS THE DOCUMENT MARKED “RHC 1’ REFERRED TO IN THE
PETITION
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19® September 1997
H.E. The Go¥emor

Caymsn Islands Government

Govemment Administration Building

George Town

Grand Cayman

Dear Sir,

Sub : First Bank / Gulf Union Bank (G

In accordaace with paragraph 3 of my letter of appointment dated 29 August 1997, I report as
follows. As appointed Controller for the subject Banks I have had Emst & Young perform a
review of the financial position as at August 31% 1997 (it tkould be noted that this is a draft
review, subject to final approval by the Managing Pattner of Ermat & Yommg). Thesummaryof
this review along with additional comments is as follows : -

Subject to the validity of the mmmpﬁmmepmmﬁmof&emofaﬁum
as at Angust 31, 1997 on a going concern basis additional equity finemce of US$S.3 million was
needed tc make good the deficiency of total assets as ageinst total lisbilities. Subject to CIMA's
discretion, farther significant sums may have been needed 23 at that date to allow FCB to comply
with the conditions on widch its Class A licence was granted (see appendix A).

Subject to the validity of the assnmptions adopted in the presentation of the staternent of affairs,
as at Angust 31, 1997 an a winding up bagis FCB had a deficiency of US$6.1 million before
liquidation costs in the realisable vaiue ofxtsasseuwhmoompuedmthﬂ:elwelofdepomm
and other creditors.

Excluding the US$2.36 million loan secured by the West Bay Road premises, FCB had
approximately US$6.14 million in potentially uncollectable net related party balamces at August
31, 1997. Non performing loans after loss provisions amounted to US$4.58 million at the same
date.

Theze is considerable uncertainty as to the recoverabitity of GUB gronp related party loans and
overdrafls of US$2.56 million (sec eppendix B). No cutrent financial information has been made
available for FCB’s fellow subsidiary, GUB (Babamas), although there is evidence that at the
end of August it experienced severe liquidity probloms (see appendices C, D & E). Recovery is
mainly dependent upon the financial standing of GUB (Behamas).

Tt is apparent that severe confusion exists as to who has control over ths GUB Bahamas
subsidiarics (sce appendices F & G), (I pessonally have received several late night anonymous

0CT-16~37 THU 17:04 345 948 2532
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phone calls from alleged staff members of GUB Bahamgss advising me thet Mr. Kazmni continunes
to have control in that jurisdiction and that his expenses continus to be coversd by the bank.)

The prospects of recovering other related party loans and overdraits are also difficult to assess.
The loan for US2.36 million to the shareholder group secured by a charge on the West Bay Road
premises may be fully sccured subject to the current value of the property and its continuing use.
Other related party loans and overdrafts are not sacured by collataral located in the Cayman
Islands and we have seen no evidence to support representations that forms of security or
guarantes are in place covering their value,

The improvement in FCB’s short term operating results which arose following the realisation of
8 large non performing loan at the end of May 1997 was short lived. New non-performing loans
have reduced FCB’s intercet varming assets snd there are significant related party balances, which
are potentially non-performing. Since September 2, 1997 deposit withdrawals of US$3.5 million
and payments of approximately USS$3 million to cover balances due to banks have further
reduced interest-earning asseis. However, after deducting non-recurring prior expenditure
commitments, FCB is broadly in a break-even position. ¥ that position continues, trading
returns will not significantly inaprove or worsen FCB’s net asset deficiency. A further injection
of equity is necessary fo enhance FCB’s interest earning assets and trading returns.

If withdrawals comtiniie at the rate experienced in the two working weeks ts September 12, 1997,
FCEB could conceivably continue until the beginning of November 1997 to pay depositors
demanding repayment in full. After that point, unless FCB can realise part of its non-performing
assets or its business is refinanced, it will have no cash left snd will be forced to cease :
operations.

The viability of FCB’s angoing business is at risk dne to inadeqnate capital, large non-
performing related party loans, an inappropriate capital structure and poor internal controls.

Without extemal support PCB is insalvent an the Hquidity test, and if foll provision is made
against certain large advapces FCB is also insolvent on the balanoce sheet test. IfFCB is now
iesolvent, its depositors and other creditors are effectively its cwner. If there is a realistic
prospect that FCB can be refinanced or that its business and assets can be acquired by a party
with sufficient capital to support contimiing operations, it may be appropriste for FCB to be
allowed to continme ta operate in the short term whilst a buyer is found or existing sharcholders
inject new funds in the form of equity.

During the period FCB’s management would have a fiduciary daty to act in general in the
Interest of all depositors and other creditors, In particular, that duty would include taking steps ~

¢ To reserve and where possible increass the value of FCB’s assets,

» To minimise expenditure which will oot be recoverable other than if FCB continues as a
going concemmn, and )

¢ To defer paying creditors or depositors or otherwise putting them in a better position than
they would have been in the event of FCB’s insolvent liquidation, except where creditor

0CT-16-87 THU 17:04 345 848 2632 P. 08
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pressure requires payment to be made to safeguard the position of FCB in the interest of all
creditors.

As you are aware Mr. Grant, the Managing Director of CIMA, has had meetings with several
banks, including British American Bank aud Cayman National Bank. Some tentstive interest has
becn exprossed in general terms. However, it seema unlikely at this time that any bank will buy
FCB unconditionally.

Mr. Grant has been abie to contact the sharsholder of record, It is 0ot clear whether or not it will
be possible to recaver related party loans, however, to the extent that those loans are not
recovered the price which any purchaser may be willing to pay for the baok will be lower.

After diligent enguiry but with mininmun delay, as soon as the CIMA recognises no reasonable
prospect that FCB can be refinanced or acquired as a gaing concern, consideration should be
given to the appointment of an independent liquidator to manage the orderly winding up of
FCB’s affufrs.

If FCB is allowed to contimse to operate after there is no reasonable prospect of avoiding
insolvent Yiquidation, depositors allowed to make withdrawals bafore the commencement of
winding up will have been prefirred over depositors who do not redeem their deposits before
that time,

We draw attention to 5167 and 8168 of the 1995 Companics Law (Revised) which deals with
fraudulent preference and the Grand Comt’s power 1o assess damages against delingquent
directors. Under 5167 acts which amoumt to undue or frandulent preference of creditors are
invalid in the event of the insvlvent liquidation of the company. Under 5168, on the application
of any liquidator or creditor of the company, acts of misfeasance ar breach of trust by directors
and. other fiducisries may be examined by the Grand Court, which has the power to compel
payent to be made in compensation for such acts.

In view of the above and in the knowledge that the bank is technically insolvest, I must withdraw
from my position as Controller snd recommend that a professional accountant be appointed.

Yours very truly

#’%’k

-

s
A A (Btc) Steele

Enc.

0CT-18-97 THU 17:05 345 948 2532 P. 10



APPENDIX

s = e R, e P Y L i t oo o e~

e e maetpm b aint mb e am - - PR
U -,--.1-"1‘-‘:-931?-3‘-.."...-—.f.ﬁ-‘\‘-."h."" o e - = -

- - - -

bl AT LES KAt Tty et e Tl teET A -t Sl g

--—.—Zaz :."."-t‘.' s STrATMNT'OF'ﬂF N AS AT AUGUST 31, 1‘.997

« ~ o ser-out below £ starement of affairs of FCB compiled from balances extracted from the management

accounts dated August 31, 1997

..... .. e e Book Going Winding
Value Concern Up
Subsection Uss Uss Uss
ASSETS
Fixed Assets 36 340,303 2,614,834 2,255,752
BCC! deposit 32 191,263 191,263 191,263
Investments 240 - -
Related party balances 3l A5, 1,361,437 1,361
Loans and Overdrafts 33 14,339, 13,363.034 13,015.834
Prepayments 3.7 343,332 173,117 35,100
Interest Receivable 23,109 23,109 23,109
Due from Banks 34 14,934,152 14,934,152 14,934,152
Cash 35 637,013 637,013 637,013
39,499 829 33,297,959 32,453,670
LIABILITIES
Customers’ current sccounty 3.8 1,854,200 1,854,200 1,354,200
Customers® other accounis 38 32,793,748 32,793,748 32,793,748
Due to Banks 39 1,705,242 1,705,242 1,705,242
Iaterest Payable 38 2,093,806 2,093,806 2,093,806
Other liabilities 310 143,274 143,274 143,274
38,590.270 38,590,270 38.590.270
TOTAL NET ASSETS 909,559 5292311 -6,136,600

The statemnent of affairs has been presented a3 follows:-

e Bock velue shows the balances presently carried in the management accounts of FCB

e Going concern shows the balances after adjustment to reflect the assumptions described in following
subsactions and Appendix E on the basis that additional capital can be made available to refinance

FCB’s business and assets and allow FCB to continue to trade

« Winding up shows the batances after adjusament to reflect the assumptions described in following
subsections and Appendix E on the basis that additional capital cannct be made available wo refinsnce
FCB’s business and assets and FCB is placed in liquidstion. No provision is included to reflect

possible coses of liquidation unless otherwise stated,

0CT-17-87 FRI 12:43 8089488078
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o We.set b below.a demsiled. analysis of the main balance shest items. 3 sssomptions anderlying *
- going concern and winding up valuas adopted in the statertient of affairs ars also set out in the following
subsections and Appendix
31 Relawd Party Balances
A brodd analysis of tho book value of related party balances is as follows:-
uss
"
GUB group balances 2,561,942 ! .
Al Thani (non group) balances N3SISTAY = 2.5 M ok) b ‘°“""’5L
Quraeshi related balances 242,002 “— an SecsSy . \)

822783
GURBR Group Balaaces
The breakdown of GUB group balances is as follows:-

Type uss Uss

Gulf Union Bank (Bahames) Ltd. - Placement 500,000
Guif Union Bank Lid. Placement 2,036,942
Qverdraft 45,426
Due to Banks -20,426

Total 61,9

0CT-17-87 FRI 12:43 8099436079 P, 03
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*EFERENCE: GURE/NHF-CMISSQ-CY97 4 Riagase 28, 1997 {

Sheikh Sattar Quraeshf
Chsirman
Culf Union Bank Limited

Dsar Sir;
wmwh

We bring to your attention that Guif Union Baok (Behsmas) [.imited is facing

severe Liguidity probiems due %0 tha frequent accommodation of US Dollar
transactiona and transfers by instructed by General Managar, Gulf Union Bank
Limited, Cayman Islands; 23 such oar bank’s paaition to Chass New Yoric Doba

New York, and Barclays Bank Nartaa, have deterforuted due to Iack of snfficisat
erecit balances to keep the day to day trausactions and sestlements of customer

claims on accounts for cable transfers and forei dernand drafis to be honored by

the zbove bauks us per the sgency arrangemant with them. . . -

We knaw that you can apprechilc our conceins for matters hampering normal -
Dusiness as well s onr reluctance ts have the Governor of Ceatval Bank of the
Bahamas or any United States Maneiary bursaucratic authority supgest or tosply

that Guif Unlon Bank (Bahumas) Limited books or officers necd to be examincd.

- Your kind attenten aud assistagce in rectifylng these cypus of transactions is
requested grgontly.

Yonrs faithfully,

/ 78

Masser B. Faroagui
COUNTRY MANACER.

cc. Assd Kanni
4 Ganersl Mansger
Gulf Union Bank Limited

ec, Mr. Sohail S. Quraeshi
Mansging Director
Gulf Union Bank (Bak) Limited
cc. Mz, Shahid S, Quracshi

Dirocto ;
0CT-17-97 FRI 12:44 i 6095496079 P. 04
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Hr. Julian Francis

Governour

Central Bank of The Bahanas
?.0.Box N-4868

Nassau, Bahamas

paar Mr FPrancis:

on July 21, 1997 I was wnitstly fired by Mr Nasear Parcoqui,
Country Manager. My tarninstion was orchastrated by Mr Asad
Kasmi, Ganaral Manager, cayman. becaugse of my ralationship with
Mr Qurasabi, our Managing Director.

Y was hirad in Jemuary 1997 as MNanager of tha ¥reepexrt Offics
with empathiss of turning the branch arcund and building a strong .
braoch in Fresport. After aiz months, the branch was heading in
the right dirsction. Nouthly losaes were smaller with the branch
reporting a profit in April. Deposits grew by ovar $3 million.
araff morale was high wWith the ovags working as a team O
accemplish our goal.

In May 1997, we were informed that tha Bank was baing purchased
by the Quraeshi's and while the transgfer was taking plece, Mr.
sohail Qurasshi nad besn appointed Menaging pirscter of Gulf
Union Bank (Bahemas) Limitad. After masting with Mr. Sohail
Quraeshi, I was impressed with his ideas on how to turn the hank
arcund. The big picture was to make Gulf Union Bank onme of tna
strongest small Banks in the Bahanas.

shortly after Mr Quraeshi came to tha bank, he asked me to head a
tasit force o work on tha pon parforming loans which I agreed.
puring the short tims I was working with the recovexy committee,
we wers getting some good results and I feel if our committee
wonld have achieved cur goal of $4 million within 120 days 1 we
wara allowed continue without the constant interruptions of Mr
Farcoqui. He contioued to alienate the customers due to his lack
of Xnowledga in recovary and how he talkad down to the customers.

During the short time working with mr Quraeshi, I found him to be
a very understanding ®zan with fond love for the Bahamaa and its
paople. He allowed our input in tha gyery day mapagement of the
Pank and as s saenior Bahapian mansger it made me fgel that I was
part of his goal in turning the bank around becausa WwWa were
working “togethar aa a teanm.

It was uy reletionahip with Mr Qurasshi that ragulted Iin a¥y

dagarl;uru. Both Mr Parooqui and ¥r Kasmi did not 1like how our
relationship was duilding, therefcre they decided I had to go.

P. 05
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Firstly, Mr Parcogui realized Ehe Mr Quraeshi was dapanding on nme
Bore and More to assist in the day to day operations ana could
d4e that a Babhamian would replacs hin scon. With me out of the
piotura thers was no othar senior Bahamian on staff that could

Secondly, becauss I Nad a goed understanding of thas bank'a
position r would pot et Hr Xaeri raid the Bahanas funds . I
OPPosad any movement of funds to Caynan. The Nassau branch aid
not have auy USS aval labla, the mafority of ocur US§ deposita ware
undar ny gontresl in Eresport and I rafuser to allow Nr xasmi
4CcCRss to them. It was bscausa T followad the dQirectivas of Nr

Quraeshi, nmy Suparior, and not Mr Knsmi. X {Xasmi} orasred Mr
¥aroogqui to terminats By servicwes. I vas tha watch of oux
G3$ depozits and with ne out of ths way, Mr Farcogui al owed Mr
gagitodninmdoumwttinvtham in the positiog it is

cday. ’

Although Mr Qurasshi could not stop Hr Kasnl Fram tarminating my
Services, he did ahow me him frustration ang dimappointmant for
Mr ZXammi's dgcigion in terminating me by inzuring that I was
compensared justliy,

Faro and the dance of The Cesntral Bank, Mr Uragaht can
and ll'tmrn mli% Bank (Bahamas) Lza aroﬁnd - uraesshi
¥ill have tha respect and tha support of the anployass of the
bank relatas well with theg and undeygtends Bahamian

Spsaking as a Babhemian and 3 asulor banker I highly raconmand
That uz ‘:zmn Qurasshi be approvsd as the naw Mahaging Dirsctor

0CT-17-87 FRI 12:45 8098498078 P. 08
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e - . .- 18th Septamber, 1997
Mz, Navilla Granx
Managing Director
Cayman Idapds Monerary Authority
Elizabeh Square
Graad Caymian
Cayar Islands, EWIS
Dear Sir,
R Guif Union Rauk (Bahsrmas) Lid, (GUBRL)
Thagks for your lemer of 15th September, 1957 wherein you have wmked for camin
informaticm about GUBBL. We have instrucred GUBBL to transmit the pequired inforntatian

urgently to the Cayman operations of the Gulf Uniop Bank (GUB - parent company) under advice to
us, Kindly rest asmred that we will see £o it thar the requested informstion {s duly tranymittad.

We are slso grataful for your communisation of 29th August, when you conveyed to us about
the appointmenr of Mr. Arthur Alesaader Eric) Steele as General Manager of GUB and removal of
former Genzral Manager Mr, Kazmi. We ware quite surprised to leara that Mr, Kaees! was appointed
15 General Mapager and that he was functinging as such 4il] 29th August. We were never informed
about his appaintiaent st Host Supervisor, Even todsy we do not know 21 1o what peiat of 1ime My,
Razmi wes sppointed s General Mianager. We also do not saderstand the mationale of his
appointment on behalf of the intending purchasers when the due diligence process is mill to be
somplered.

Wa tock norice of your alere sbous Mr. Kazmi wad set in motion certais measures to safeguard
the sicvation. Immediscely the fem of Eras & Young, the extarnal snditors, were asked to investigeze
the affais of GUBBL including any wroag doings or financial damage caused to the bank purmant o
the instructions of Mr. Rarmj, former General Manager, The investigation is in prograss. Fugther, as
slrcady conveyed to you by Governor Francis, thbe powers of Mr. Nasess FL. Farooqul, the Couasay
Maznager, have been saverely custoiled and Mr. George Farrington, an ssperienced bankes, has been
appointed as Consultant at the bekest of the Cantral Bank to safeguard the interests of the bank.

On kesring rumours thar the group banks have been sold, the undersigned contacted Cayman
Islands Monetary Authotity on the 3rd July, 1997 to arcetaia the positicn. Ms. Azna Mclesn
m&mdhrmmaphumuﬂphdnkuphuﬁﬂﬁudmummmmm
vis-3-vis the new intending purchasers was in progress and that we will be kept informed. On eaguiry
from Mr., Mirchell Scorr of your affics in Chill or 21td Seprember, 1997, we wara told thst ‘dec
diligence” process bkas still not been completed.

e KR Y, TARET OIF TIIR D ANEAD
0CT-17-97 FRI 12:46 8099496078 P O7
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RESEFRCH/SUPERVISION
Cayroan Ilands Moctary Authority 2. 18th Seprecuber, 1957

.Akho;gh;épm;:hsmmdebymwm»mm&mmm

uﬁﬂ;ﬁu&mmuﬂuumﬁuhﬂyhm@mmh@yuﬂomsw«w

" “ddclde upan tha ismé of transfer of ownership. The reque of Mr. Kazmi to maer us 2 faw days back
was also declined.

resultanr consolidated capital positian of the parent company ie. GUA. We shall aleo be glad if
balance shewty a3 ar 31st December, 1996 of GUB wad Firg Caymuan Bank together with lates
unsudited findacisl satements a3 ut I1xt Auguse, 1997 and profis and loss account up ta thee date of
bo:htheiurimﬁoumferw:rdedwummﬁy. This will help s in getring some ides of the
Group’s sclvency sa a whole,

mGuEUainmkmaham)MhmuﬂyﬁdngﬁqﬁdhypmbImWyna
nl@dwmﬁnwmmhthebukuhhmdwm:hfmmuw

Munager, Mr. Xezmi, W.Fm&mm&rwmmphmwmﬁﬁmmm

Central Bank ofThuBahammm;ln:ukin;farmofﬁudshaldﬂiththembuk.

Accozd.ingly.venwm:kesliquidiryaﬂoathcpm:bmkthnn;hmforthmof
placements with the pareot benk in the amount of some USSZI million This placement has
mhodmﬂybemmdﬁwamqtowmmdmpmhﬁth;n?mphm

Needias 1o say that the question of owaership of the Group hax besn in  stace of fux for
qui:eslongdmg,asuuwhichisnotmducivctothaunmhruaningofbub. An expeditious
salution is callad for in the sinuazion.

IcvinbeinEmmofthinpifm.mlemkaaﬂhmneaahmro]ookn:he
schn'diarycpmtinnuaIomionmdhavedinuuimwhhumuﬁ;hmuabmnthepnﬁmdth
Group 11 a whole.

My,ﬂukchfugmd:hupunuu:mthcmmmdnuh’sgﬁddiaa,Csym
MmmAu&ﬁqulﬂamSwhrhmchudWwﬂlm
api:ala:lequuyudsolmr.yoithGmpuawhnhmdthnbydtheu&d' entities both in
Cayman mdm&hamvhﬂcappem;mymenﬁpchnge/mohh Group.

‘With kind regagds.

Youn fithfully,

~
tquSinph
Bank Supervision Department
’kij

OCT-17-97 FRI 12:47 8089496079
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o Septercber 18, 1997
ASPERENCE - DATE

)

Mr. N, Fazrooqui,

Couniry Msnager,
Gulf Unioss Buck,
Nasssu, Balamas.

LETTER OF TERMINATION WITH IMMEDIATE EFFECT:

Mr. Faroequi,

Lag this letter carve as tamtinacion of your servicas a3 Coumry Manager #or Gaif Untion Bank Beiatans Lad
offective $ am Monday maming. You are 1o Jonger sutborized to act on or represent the baak in any
eapacity hence funl: and are requested ta loave the bank premises immedistely.

The reasan o this suddes md adverse action sgaine you is belng taken to provect the interost of the AL
“Thani Sanily, my fiduciazy responsibiiity xs the bank’s senior most officer, it’s sharehokders sud it’s dicria
and most of sl hhhmmdmllbﬁg«hm{fhmhmm&umoﬂm

The bank’s legal regresentatives will de handling this matter in @y abssncs from the island in arder to
protect tha bunk's interest. They haye been instructed to use all lagal & physica! romedivs aveilabls 10
thery onderthe taw 1o dotain you, question you and lvestigate your action challzeging direct arders from
Mr. Exjc Stacle, GM GUEB Cayman md thoss gives to you by me.

Sincerely, |
OOl Moo
Schail §. Queasshi, A
Mannging Director, '
Gulf Union Bank ( Bakamas) LTD. :

Cu: Mce. Jullsn Francls, Goveraor Cengral Bank
Mr. Khalifs Al Thani - $hanchelder/Dlirector
Mr. Floyd Watkin - Attomey Qulf Unlon Bank
M. Eric Stasle - GUB ~ Cayman
All StafE mombers Freeport & Nassau. -

0CT-17-87 FRI 12:47 8088488078 P. 08
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-Esq., Notary Public Avenue,
... ' - N-P: Bahamas

~Caywoan iands

Tex :

Mz. Alszander (8ric) Steele, Controlles of
First Bank

Crand

=
ax : 1-345-949.5398

REMARKS: O Urgent O Poryowreview [1 Reply ASAR ] Pleass commeat

If you have ot received ail pages advised abave, pleass ¢ontact the yendsr at the sddress listed above, TEthis fex
commugjeation has beers misdirected, we would be grateful if you would kindly tetaphone this office collect atthe
abave aumber to inform us aceardingiy.

The informaton contained in this fax i3 iplended valy for the perscnal and conffdentix] use of the designaisd
recipiznt. This message may b m Atomey/Client sommaunication and, therefors, privileged and canfidential.
The review, dissemination, distribution or copying of such communicaticn is skictly peohlited.

0CT-17-97 FRI 12:48 8089438073 P10
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15™, September, 1997
QOur Ref
moti aresens -t Mg Sohail” S. Quracshi, Your Reft
Waest Palpa Beach,
Palm Beach County,
..... . Floside, . . ..
U.B.AL Viaz fax #1-561-790-7422
Deaar Sir:

Re: Baard of Divecocs® Decision o0 MaRSXEIRERS

f enclose herewith & copy of & leter dated the 18" December, 1996,
mwmmwwawmmm)m of may
appointment by the Baard of Directors of the company a3 the “Rack’s attarney to
handle legel affhirs of the bank™. .

In accordance with thet appointment. I have had the respoosibility and
mmammma&-mamm

OCT-17-87 FRI 12:48 8089488078

EEER

P11



R ST - B TR L .

q-kp---.—vr TTUSE SEA e e SELRSETRSE g o AR TITIOD
.

fmt g, S “wirtugte oy, vem

.
o awramy s ot P 4 s B mr laa v cm e
Rl N e R S LD b s I e T e L T e

- - - -- -

PLoRC L TRRTPLIT RN IS PRSI S VI L S .
et it memtre o o =g o e = © 5™ _September, 1997

Mr. Sohail S. QML
'_n..-.'iJ:.’.t.s.-,-.p__-.,u, uz - - am -_— mmmml

Page two

<=+ - -suolosure. I em-obliged to advive that, 23 of the opeaing of businass todsy, you

mbquhﬁnmw“mm&hbmkww
shareholders, cllents oc
the

s sstioos have deeq consistent with

Mre., Paxooqui™ and
Insteuctions af the approved Board of Directors of the company, the banking lawse

OCT-17-97 FRI 12:48 8089486078
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The following bosinass weee discussed and rasclutios passad unsuirnouvaly,

1 RESOLVED that Vir. Naseer Haider Faroaqul amhudu Caunty Manager of
BlhmOpmHons of the Bank termivating Mr. Syed Mobamed Badruddin
with immoediate effect.

2) RESOLVED that Powar of Attomey vested in Mr. Sysd. Mohamed Badruddin be
and harshy withdrawn ns at 20th March 1527 and authariscd Mr. Naseer Huider
Farcoqui, Cotntcy Managar to notify all concerned.

3 RESOLVED that abolishing the Post of Geaeral Mansger in Bahamas with

immediate cffact.
Jabor Bin Mohd Althani )
Chairman
Dr. halid Bin Jabdr Althani . Xlin bor Althani
Drector Director
Syed W -

- Divector

Mohamad Bin Jahor Althaxni =

0CT-17-97 FRI 12150 80894968079 P.13
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Ref.: GUB/KIA/PO1218)
Dale: Decembc - 18, 1996

Mr. Syed M. B: druddin
CGeneen! Moonsyor

Gulf Union Bank Limited.
Nassau (Babaro w)

Fax B. 01-809-222.718%
Desr My, Badru din,

Ie: Baulc’s Attorasy - Mr. David C. Bethel

“Ihis #n ta Infons you thet we have sppoinied Mr, Davis Bethel an our Bagk's sttarsty e
hawdle legal aflairs of the bagk. Thurefors, you ere sequentad to oxtand W ~inatps
« voperalion. ay isenuss, and informations  him whaznsvs: hn requirsd for sucvas<iisl
buadling of the "wak'a mattera.

We truat, you will extend your coopommtion o Mr. David Fashzt in the Dest interent of the
Tank.

Ml*.nguds..

i il
Sanaping Diretar

ce: 13 AL.E. Sk tkh Yabor Bin Maolid Althanl - Chainnas
2) Me. Nasr o Farouqui, Manager, GUD, Bahamas
(Fax * N1 ROG.IRRAAIA

00T-17-97 FRI 12:50 §099498079 P.14
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ond Qctober, 1597
Pax: 1-345:049-2532

ar. Nevlile Grant
Managing Director

n islands Monetary Authority
Elizabeth Squars

: : -
Grand Cayman, Cayman Isiands @©E i/“ -

Dear Sir

Wa wigh to advise that sffecilve 2nd October, 1957 the Minister of Finance haa
suspended the bank ficance jasued 1 @uif Union Bank (Bahamas) Lid. on
27th December, 1838 pursuant to Section 11 of the Banks and Trust Companies
Regulation Act, Chaptar 287. We snclcse herewith the Suepension Qrdar dated the

2nd Ociaber, 1987,
vours fsithfully,
M
) lqbail Singh
. Maneger
Bank Supsivisiea Department
Enciosurs

R TSI L AR N L LIRS
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7. RESERRCH-SUPERVISION
M\ :
COMMONWEALTH OF THE BAHAMAS

k " .
- - SmcT of e Maester olm.nn.m
Quon Tus Nowse

SUSPENSION ORDER

Tt is hereby notifiad that the Minister of Finanes, pursuant to Seetion 11 of The Banks and
Trust Companies Regulation Act, Chapter 287, hersby suspends the banking Hesnce gramted on
27th Decembor, 1985 t Gu!f Union Bank (Babamas) Limited.

m&wmommnmmmmﬁmmumofemum Bapk
(Behamas) Limited and the insbility of the szid bank, at this time, to matisfy the statutary
requirements and The Ceatral Baak of The Bahamas as m jrs affairs,

Thke pwrposs of the suspensiom of the licence of the Gulf Union Bsak (Bahargas)

Limited s to protect the public interest.

QOrdered l'.hil’?”ésy of Octates, 1597.
L &, %_,
MINISTER OF FINANCE

Third Hlace, Caail ¥, wm&mrnhmtv.mm.rdmmaﬂdmmn [80%) 33741618

P.03
0CT-17-97 FRI 8:51 345 949 2532
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FIRST
CAYMAN
BANK um.

P.0. BOX 1113, GRAND CAYMAN, B.W.L TELEPHONE (345-94) 93266, FAX: {145-94) 95338, TELEX CF 4347

October 6th 1997

The Manager

Gulf Union Bank (Bahamas) Ltd.,
P.0.Box H3748

Hassau,

Bahzmag

Dear 8ir,

REDEMAND FOR PAYMENT OF PLACEMENT OF 1.8.$500,000.00

Ou or about the 12th day of August 1997, First Cayman Bank Ltd., placed
the sum of U.8.$500,000.00 by way of Call Depasit with Gulf Union Bank
(Bahemas) Ltd.

On behalf of First Cayman Bank Ltd. I hereby make formal demand for payment

of the said sum of U.$.§500,000.00 forthwith.

Yours Eaithfully,

Brian L.Cunha
Controller
First Cayman Bank Ltd.

0CT- 8-87 HON 10:58 8099495398
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FIRST

CAYMAN
BANK 1m.

P.O. BOX 1113, GRAND CAYMAN, B.W.), TELEPHONE: {345.94) 95265, FAX: (J43.94} 95398, TELEX CP 4347

occober 6,1997

The General Manager
Gulf Union Bank Ltd.,
P.9.Box 995GT

Grand Cayman

Cayman Islands

Dear 8ir,
RE:DEMAND FOR PAYMENT OF PLACEMENT OF U.5.52,046,194.63

On or about the 15thSeptember 1997 and 25thSeptember 1997 Firer Cayman Bank Ltd.,
renewed its placements in the sums of U.5.8300,738.47 and U.5.51,745,456.16

by way of fixed deposits maturing on October 15thl1997 and October 27th1997
respectively, with Gulf Union Baunk Ltd.

On behalf of First Cayman Bank Ltd., I psreby make formal demand for payment

of the agaregats sum of U.8.§2,046,194.63 forthwith.

Yours faithfully,

13 Y Sy
Brian L,Cunha
Controller
Firat Cayman Bank Ltd.

0CT- 6-87 HON 10:57 8089485358 P, 01
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DATE OCTOBER 15, 1997

TO H1E EXCELLENCY THE BOVERNOR IN COUNCIL
FROM BRIAN CUNHA -CONTROLLER FIRST CAYMAN BANK LTD
SUBJECT FIRST CAYMAN BANK LTD.

FOLLOWINE MY APPDINTMENT AS CONTROLLER OF FIRST CAYMAN BANK LTD &AnNR,
URON TRKING UP THAT PDSITION AT THE BANK, I WAS IMMEDIATELY STRUCK BY
THE FACT THAT HOTEL AND TRAVEL EXPENSES ON BEHALF OF MR.ASAD KARZMI AND
MR. SHEIKH RURESHI HAD BEEN INCURRED AT AN RALARMING RATE, CLOSE TO
UE$20Q, 000, 09 CVER THE 3 MONTH PERIDD JUNE TO AUBUST 1997. THESE EXPENSES
ALL BEING BILLED TO FIRST CAYMAN BANK LTD,
IN VIEW OF THIS I IMMEDIATELY,AS TIME PERMITTED,UNDERTOOK A CLOSE
EXAMINATION OF THE BONK'S LOAN PORTFOLIC AND THE RCTION THEN BEING TAKEN TO
EFFECT RECOVERY 0Of DELINGUENT AND NON-BERFORMING LOANS.
MY EXAMINATION OF THE BANK'S LOAN PORTFOLID REVEALED EVIDENCE OF VERY
LIBERAL LENDIND PRACTICES WHICH INCLUDED LENDINS WITHOUT SUFFICIENT
COLLATERAL OR NO COLLATERAL, COLLATERAL DDCUMENTATION NOT PROPERLY
REBISTERED WITH THE LAND REGISTRY,LOANS SUPPORTED BY THE GUARANTEE DF
AN ALREADY HEAVILY INDERTED GUARANTOR AND, UNSECURED LOANS AND OVERDRAFTS
TO RELATED PARTIES.
IT IS THIS LATTER CATEGDRY OF LORNS THAT I FOCUSED MUCH OF MY ATTENTION
A5 FOLLOWS.

1.L0AN TO MR.ASAD KAZMI

2. OVERDRAFT IN NAME OF ESCUE MANAGEMENT INC.

3. OVERDRAFT IN NAME OF AL JRABOR GROUP.
CLOSE EXAMINATION OF THE LOAN TO RASAD KAZMI REVEALED THAT THE COMMITTMENT
LETTER BRANTINS THE UNSECURED LOAN OF US$600,200.38 TO KAZMI WAS SIBMED BY
MR. SHEIKH QURESHI ON BEHALF OF FIRST CAYMAN BANK LTD.AT NO TIME WAS
MR. BURESHI RAUTHORIZED TO SIGN ANYTHING ON BEHALF OF THE BANK, THE LORN
PRUOCEEDS WERE USED TO PURCHASE A RESIDENCE PROPERTY 1IN FLORIDA AT A
TOTAL COST OF US$80R, 809.00.1I ALSO FOUND EVIDENCE THARYT THE DOWNPAYMENT OF
USs200, 000, 90 PLUS CLOSING COSTS ETC. OF USS3d, 000. 20 ASSOCIATED WITH THE
PURCHASE OF THE DRODERTY CUMPRISED FUNDS WHICH WERE DEL IBERATELY
MISAPPRCPRIATED FROM THE BANK.THIS LATTER TRANSACTION OF US3230, B03. 20
BEING CHARGED TU THE BANK'S SUSPENSE ACCOLNT Q8 *MOVINB" COSTS.UPDN MY
DISCOVERY OF THIS I CONTACTED MR.BRIAN BIBEE AND ARRANGED A MEETING WITH
HIM ON OCTOBER 9, 1997.
ON OCTOBER 9, 1997 § DISCUSSED MY FINDINGS ON THE KAZMI LOAN WITH MR, BIBBS
IN THE PRESENCE OF MESSRS. FRASER AND STEWART WHO WERE THEN AT THE BANK
TO COMMENCE THE DUE DILIGENCE EXERCISE ON THE BANK®S LDANS. AT THIS MEETING
THE ESCUE MRANAGEMENT INC. OVERDRASFT WAS RLSO DISCUSSED AND IT WAS DECIDED

0CT-16-97 THU 15:55 345 D49 2532 P. 04



THAT MR.GIEBS WOULD RETURN ON OCTOBER 18, 1997 WITH AN ASSISTANT TO HELP
WITH THE EXAMINATION OF THE DETAILS OF EVERY TRANSACTION ON THE ESCUE
MONQSEMENT INC. QCCOUNT AND THE DISPOSITION OF THE FUNDS WITHDRAWN FROM
BOTH THE ESCUE MONAGEMENT INC. AND THE AL JRBOR BROUP RCCOUNTS.

ON OCTDRER 1@, 1997 DURING THE EXAMINATION OF THESE TRANSACTIONS IT WhS
DISCOVERED THAT THE OVERDRAFT IN THE AL JABOR GROUP ACCOUNT HAD BEEN
CREATED WHEN FUNDS WERE WITHDRAWN AND REMITTED TO THE OWNER OF BULF LNION
BANK LID., JABOR AL THANI, FROM HIS OWN ACCOUNT 7O MEET THE DOWNPAYHMENT
ON THE PURCHASE UF BULF UNION BANK LTD AND ITE SUBSIDIARIES CALLED FOR IN
THE PURCHASE AGREEMENT MADE BETHEEN AL THANI AND MR. SHEIKH GQURESHI.

FURTHER EXAMINATION OF THE TRANSACTIONS THROUGH THE ESCUE MANABEMENT

INC. SCCOUNT REVEALED THAT ESCUE MANABEMENT INC., R CUMPANY CONTROLLED

BY MR.5.DRURESHI, WAS UTILIZING THE PROCEEDS OF THE OVERDRAFT TO PERPETURTE
i FRAUDULENT INVESTMENT SCHEME ALRERADY IN EXISTENCE AND BEING USED TD
DEFRALD SEVERAL SWEDISH NATIONALS THROUBH ESCUE MANAGEMENT INC OFFICES

IN SWEDEN. INVESTORS WERE BEINS LED TO BELIEVE THAT INTEREST EARNED ON THEIR
LOANS TO ESCUE MANABEMENT INC WAS BEING DEFOSITED INTO ACCOUNTS IN THEIR
NAMES THAT HAD BEEN OPENED AT FIRST CAYMAN BANK LTD. ACCOUNTS HAD INDEED
BEEN GPENED AT THE BANK IN THE NAMES OF VARICUS SWEDISH PERBONS. HOUEVER,
THE BALANCES, IF ANY, IN THESE ACCOUNTS BORE NO RELATIONGHIP TO THE SUMS
THAT THEY HAD BEER ADVISED AS BEING DEPOSITED TO THEIR RESPECTIVE ACCOUNTS.
INDEED SOME RCCOUNTS HAD NEVER BEEN FUNDED. THE ESCUE MANAGEMENT INC.

WAS BEINE OPERATED ON THE INSTRUCTIONS OF MR.KAZMI AND MR.GURESHI AND IT
WAS EVIDENT FROM THE ACTIVITY 1K THE ACCUUNT THAT A SIMILAR FRAUDULENT
ACTIVITY WAS BEING CARRIED OUT IN THE U.S.A.

THE FOREGUOING INFORMATION WARS IMMEDIAVELY CONVEYED TO THE MONETARY
AUTHORITY AND A MEETING HELD AT THE GFFICES OF THE MONETARY AUTHORITY
LATER THAT ASTERNOON AT WHICH YDUR EXCELLENCY WAS IN ATTENDRNCE AND
APPRISED OF THE SITUATION.

I HAVE BEEN UNRBLE TO DETERMINE THE EXACT DOLLAR VALUE OR FULL EXTENT OF
THE FRAUDULENT OPERATION AS MANY FILES HAVE BEEM PICKED CLEAN. HOWEVER,

1 HAVE EVIDENCE OF FRAUDULENT LETTERS OF REFERENCE BEING ISSUED ON BEHALF
OF KAZMI,BURESHI AND OTHERS ON GULF UNION BANK LTD. AND FIRST CAYMAN BANIKS
LTD. LETTERHEADS TO VARIOUS FINANCIAL INSTITUTIONS, EMBRSSIES AND
BUSINESSES. BAGED ON WHAT I HAVE SEEN AND HAVE BEEN RBLE TO GLEAN FROM
RECORDS HELD AT THE BANK I ArM OF THE OPINION THAT THE MINIMUM AMOUNT
INVOLVED IN THIS FRAUD @5 IN THE AREA OF USSS MILLION.I AM UNRBLE TO
QUANTIFY THE CONTINGENT LIABILITY THAT COULD POSSIBLY RCCRUE TO FIRST
CAYMAN BANK LTD AND GULF UNION BANK LTD i RESILT OF THE ISSURNCE OF
EI:E FRAUDULAENT LETTERS OF REFERENCE AND/OR BURRANTEES THAT HAVE COME TO
QS A RESULT OF THE FOREGOING,DON OCTOBER 13, 1997,1 INSTRUCTED, ON BEHALF OF
FIRST CAYMAN BANK LYD, THE FIRM OF HUNTER & HUNTER TO PURSUE THESE
INDIVIDURALS AND COMPANY AFTER ESTABLISHING WHAT ASSETS THEY MAY HAVE
AVAILABLE.

I HAVE ALSO GIVEN INSTRUCTIONS TODAY,OCTOBER 15,1997, TO THE BANK'S

0CT-16-87 THU 15:56 345 943 2632 P. 05



L

« OCT.16.1997¢ 4: aern Cl MONC IHRY FRITHURLIY SAaD56450oc . 14 r.oro

DVERSEAS CORRESPUNDENTS TD TRANSFER ALL AYRILAPLE BALANCES TO FIRST
CAYMAN BRANK LTD®S ACCOUNTS WITH THE ROVAL BANK OF CANADA, GRAND CAYMAN

IN ORDER TO PRECLUDE THE POSSIBILITY OF THESE ASSETS OF THE BANK BEINS
ATTACKED BY DEPOSITORS RESIDENT IN THESE FOREIGN JURISDICTIONS. THE
REPATRIATION OF THESE FUNDS SHOWE.D BE COMPLETED BY CLOBE OF BUSINESS
OCTORER 16, 1997.

IN UIEW OF WHAT HAS BEEN SAID BEFORE, THE EFFECT ON FIRST CAYMAN BANK L70.
OFf THE CLOSURE IN THE BAMAMAS OF THE PARENT BANK?S OTHER SUBSIDIARY, AND
INDEED THE CLOSURE DF FIRST CAYMAN BANK ITSELF LOCALLY, THE BANK CAN NO
LONSER REALISTICALLY BE VIEWED AS A VIABLE OPERATION AND AS SUCH IS ND

LONGER SALEABLE AS A G0ING CONCERN.
THEREFORE IT IS MY RECOMMENDATION THRT THE BANK?S LICENCE BE REVOKED

AND ITS AFFAIRS WOUND UPR.

R cian~leo,

Brian Cunha
Controller
First Cayman Bank Ltd.
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