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i successful. the difficulty in recovering the funds, you now need to take a
view on public policy grounds as to whether the action should continue.

The Officenolders

4. The Officeholders pursue claims on behalf of the Barlow Clowes group
of companies for recovery of investors’ funds improperly received by third
parties. In particular their role is to liquidate the various cormpanies and the
conduit companies used for iaundering investors’ funds. A major proportion
of the total recoveries to date have come through the Officeholders.

B 'he Treasury has no locus over the Officehotders fulfilling their
statulory obligations in their capacity as court appointed agents. But, as the
orincipal craditor, the Treasury has an interest in ensuring that the claims
oursued by the Officeholders have regard to the taxpayers' interest.

5. The Officeholders are able to use some of the recoveries as their own
running costs. It is essential that they do not pursue expensive litigation with
little prospects of success which could reduce the eventual final payment to
the Treasury, without reference to the Treasury as principal creditor.

ITC

T ITC was a company controlled by Peter Henwood and Andrew
Sebastian. It was widely used by Peter Clowes and his associate Guy Von
Cramer in setting up nominee companies in the Isle of Man. There were a
targe number of such companies, and [TC's involvement was extensive.

8. intneir reporl, the DTIinspectors were disturbed about the manner in
which ITC operated, being prepared to fabricate correspondence 1o
legitimise many transactions. The inspectors concluded that ITC, Henwood
and Sebastian have significant responsinility in the whole Barlow Clowes






affair. and without the companies and bank accounts it would have been
difficult to conceal diversion of funds.
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1e cost risks

9 Theclaimis for £8.9 million as at June 1987 which, with interest now
armounts to £20 million. Legal costs to date have been some £450,000.
Estimated further costs of going to trial are about £800,000. If the case is
lost the Officeholders might have to pay a further £300,000 to the
defandants. To drop the case now may mean indemnity costs of some
£200,000. '

10. Possible ocutcomes are, therefore;

¥ victory for the Officeholders and recovery of £20 million;

i) victory for the Officeholders, at a cost of some £1.2 million, but
liftle or no recovery because the assets are well hidden;

i)  defeat for the OTflCEﬂOMBI‘S al a cost of some £1.5 million;

iv)  judging by other cases, a negoliated seitlernent out of court.

Legal Advice

11, The Officehoiders and Clyde and Co (the Treasury's litigation
advisers), held a consultation with Leading Counsel (Elizabeth Gloster) to
consider the case. The case hangs on proving dishonesty. But Counsel
helieve that the prospects of success are wood The Officeholders are
always very cautious and are clear thal | they would not use their own money
io pursue the case having regard to the costs involved and chances of
recovery. However, Leading Counsel thought that there was a good case for
;‘.ZJTO{".‘S.*'_"_"’CH;‘:-f;‘.‘-, on public propriety grounds. No doubt she had in mind the
demonstration effect in other cases. But this was, of course, a decision for
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Comment

2. Officials have also had a separate discussion with the Treasury
Solicitor and Clyde & Co to thrash matters through.  Given the poor
nrospects for recovery, even if the case is won, the case for pressing ahead
is poor. It might also be said that the Officeholders would be using their
deep pockets for retribution against a person who has ‘done no wrong' when,
ali things being considered, none of the Officeholders would use their own
money to prosecute the case.

13 However, itis also clear that Mr Henwood in particular was able to use
the isle of Man companies to money launder Barlow Clowes investors' funds
and has been less than open in aiding the Officeholders’ investigations. Mr
Henwood has been living a lavish lifestyvle ever since. The funds which went
through ITC and its companies in the 1980s formed a substantial part of their
income. In addition, Mr Henwood and his lawyers have done all in their
nower {0 delay legal proceedings - though it is fair to say that the
Officeholders have not given this as much priority as perhaps they shouid.
(Initial legal proceedings by the Officeholders began in 1994)

4. Butthere are also wider considerations here. Tactically, moving swiftly
lo prosecute the case might persuade Mr Henwood that the Treasury is
serious. If the Officeholders win the action, his reputation would be
damaged. Mr Henwecod has claimed that he has no assets, though
nformation obtained by the Officeholders has shown that he may have some
£8 million available as he was considering buying an apartment in London.
He is presently living a very comfortable lifestyle, therefore, claiming that he
nas no assets would call that into question and the Officeholders woulld have
to bankiupt him. This would mean that his room for travel and doing
business across the world would be restricted.  All this might lead him to
conclude thal he could not nsk a trial and make an offer of seftlement
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