MEMORANDUM


JULIUS BAER TRUST COMPANY

(CAYMAN) LTD.


To
FILE




Date
19 May 1998




From
Valerie Mullen

Telephone
345 949 7212

Fax
345 949 0993







Subject
Frantmar

I spoke with Anne Schlumberger today following receipt of her lotus note and telephone message.  I was concerned about the proposal for the loan agreement to be prepared with US20,000,000 as a loan figure.  Firstly, there has been US$8.6 million already advanced – there has been US$7.5 million advanced at the end of April and the net value of the portfolio is now US$14 million.  How they could loan US$20,000,000 against US$14 million surprised me and concerned me that the trustees would be looked to to met any deficit in the event of the loan not being repaid.  

It appears that the US$8.6 million which has already been advanced will not be repaid.  Accordingly the Deed of Indemnity will be signed for this sum. The US$20,000,000 proposed for the loan was arrived at by calculating the US$15,000,000 already advanced ($8 + US$7.5 million) and adding a margin of US$5 million which they would hold in place should the settlor require additional funds.  

I explained to Anne that the only sum which should go in the loan document to be executed between the Settlor and the Trustee was US$7.5 million with no margin.  We would look at each additional case on an ongoing basis.  The problem with all of these things is that the trustees discretion has to be exercised and we cannot exercise our discretion for something we know nothing about.

Anne is meeting the clients for dinner and will get the Deed of Indemnity signed for the US8.6 million and the loan agreement for US$7.5 million.  This will then enable us to formalise the loan with Zurich for the US$7.5 million and will mean we have paperwork in place for all the transactions to date.

One thing that came to light on discussing this with Chris Rowlandson this morning is that Fancey Development is owned by the Trust.  Fancey in turns owns shares in a shipping company.  There is an instruction from the Settlor on file settling the shares but for some reason in 1996 when this was received, the original was filed in the Fancey correspondence file and not recorded in the documents of the trust.  

These shares are quoted shares and we receive valuations from Zurich regularly.  However, we will need to look into this further in order to prepare the resolution, confirm the safe custody of the shares and also to check out what our liability is if something went wrong and one of the ships spilt their load.  This is something which can be addressed on Sabina’s return next week.

Valerie Mullen

Copy to: Debra Humphreys
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