MEMORANDUM


JULIUS BAER TRUST COMPANY

(CAYMAN) LTD.


To
Sabina Duerr Gerber




Date
23 April 1999




From
Tia Healy, Trust Department

Telephone
345 949 7212

Fax
345 949 0993




Subject
Lotty Smolka Trust

Dear Sabina,

We have looked at the fee situation for Lotty Smolka Trust and attach a breakdown hereto.    We concur that the amount overcharged re the insurance policies is CHF21,996.67 (around US$17,600 as you mentioned) when based on the premiums paid and not the face value of the policies.     We have never charged on the cash value of the policies.    

However, the US$600,000 loan to Ruth Smolka was not taken into account when calculating the 1997 fees and has now been included.    Additionally, for the years under dispute we did not include the values of the shares in Elbora – we have just received the annual accounts for the years in question, and have assumed that we held the entire issued share capital, we have adjusted the fees accordingly.     (The accounts for Elbora show a loan from the Lotty Smolka Trust – as the corresponding loan to Elbora has not been shown as an asset for the Trust we have adjusted the net value of the company accordingly).

Furthermore, the fees were agreed at a special rate of 0.1% which as you can see from the attached represents a significant shortfall when compared to our standard fee schedule.   We have estimated that over the past six years there should have been around 64 hours charged in time spent.    The majority of these hours would be related to correspondence to and from the insurance companies, Mr. Smolka and the various advisors in relation to the life policies.   The time spent works out at a little over 10 hours a year, which we consider to be a very conservative estimate.

I note from the trust creation questionnaire that accounts for the trust were to be prepared by Dr. Thomas Baer’s office.    To date we have not received any of these accounts.    We would appreciate your assistance in getting them.   I also note that the fees were specially arranged as Bank Julius Baer & Co. Ltd., Zurich would be receiving full portfolio management fees and that those fees were CHF120,011.95 for 1998.    We would suggest that if Mr. Smolka persists in claiming for the fees charged for the past three years that we might come to some arrangement with Bank Julius Baer & Co. Ltd., Zurich.

We do not believe that the fees should be refunded, if anything we have still undercharged based on time spent.    If the fees for next year are to be charged on the value of the premiums paid they will fall under our minimum fee, we will also be charging time spent.  We would appreciate your comments.

Kindest regards,

Tia Healy
cc: DCH/VM

LOTTY SMOLKA TRUST





















Up to 1996 fees were calculated on the US$1.1 million paid in premiums on the life policies.   From 1996 charged on










the face value of the policies.













CHF 1996

CHF 1997

CHF 1998

CHF

PORTFOLIO VALUE


8,098,954.00

8,773,643.00

11,222,475.00



INSURANCE FACE VALUE


7,382,913.75

8,666,898.75

10,048,256.00






15,481,867.75

17,440,541.75

21,270,731.00





FEE A
15,481.87

17,440.54

21,270.73














PORTFOLIO VALUE


8,098,954.00

8,773,643.00

11,222,475.00



INSURANCE PREMIUMS PD


1,265,000.00

1,485,000.00

1,351,400.00



(CHF 1.1 Million)


9,363,954.00

10,258,643.00

12,573,875.00





FEE B
9,363.95

10,258.64

12,573.88



@ scale (pre Mar 1999)


25,909.89

28,146.61

33,934.69














Difference between A and B


6,117.91

7,181.90

8,696.86

21,996.67















Since having the shares we should have charged on 










the asset value of Elbora also










31.12.95
CHF
2,400,476.64
@0.1%
2,400.48






31.12.96
CHF
2,471,263.12

2,471.26






31.12.97
CHF
2,507,423.26

2,507.42

-7,379.16















For 1997 the USD600,000 o/s as loan to R.S.










should have been included










USD600,000 @0.1% = 

USD600.00 
@1.485


-891










13,726.51























TIME SPENT CHARGES ABSORBED BY TRUSTEES UNDER SPECIAL FEE ARRANGEMENTS


















Hours


Jan-99

Review and execution of Deed of Indemnity and Release





5


Dec 98 / Jan 99

Preparation of account documentation for transfer of assets to Ms. R.S.





2


Jan-99

Preparation of account opening forms for Ogilvie Security





1


Jan-99

Preparation of documentation relating to loan of USD600,000 to Ms. R.S.1997





1


Jan-95

1st amendment to LS Trust





5


Ongoing

Communication and correspondence with Insurance Companies re life policies





50




(over past 6 years)





64



















@
$250.00
$16,000.00








@
1.38

22,080.00








(CHF/USD 31.12.98)
















Fees Due to Trustees






8,353.49
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