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STATEMENTS FROM INCEPTION TO MAY 1996 HAVE BEEN ARCHIVED OFF SITE.     THE FOLLOWING NOTES DO NOT  INCLUDE ANY COMMENTS ON THAT PERIOD.

1. The Trust was settled in June 1994.   The initial settlement, as per the Deed, was US$5,000.    The trustee acceptance of the additional settlement of US$26.50 million has not been formally resolved.    There is a letter on file from the settlor asking the Trustee to accept this additional settlement.

The shares of Fancey Developments, a BVI company have not been formally accepted into the trust.    There is a letter on file from the settlor asking the Trustee to accept the shares into the Trust.   She is the sole director.   (The bearer share certificate is in the JBTC Custody file at Bank Julius Baer & Co. Ltd., Zurich)

2. Over all structure:   The Deed is revocable.   It requires the prior written consent of the Protector for exercise of powers under Clauses 4 and 5 and Schedule 3 clauses 1,3,4,5,6,7,9,11,13,16 (exercise of clauses in relation to distributions and apportionment of capital and income, as well as most of the general powers re investments etc.)  1st Protector is Settlor and Main Beneficiary and the Second Protector are the three secondary beneficiaries (her children).    Addition and exclusion of beneficiaries requires prior written consent of Settlor. The powers retained by the Settlor / Protector are VERY WIDE and raise the question as to whether the Settlor has actually given up control of the assets.   Furthermore, the Settlor and Main Beneficiary constantly refers to the trust account as “my personal account with your bank”.   There are copies of correspondence on file, between the Settlor and main beneficiary and David Silberman who is the RM which would strengthen any suspicions that the control of the structure has remained in the hands of the settlor.

3. There are significant payments under the loan agreement which have not been approved by Trust Committee Resolution and other payments which have not been approved by the Trust Committee for which we have no details and no copies of requests from the Settlor and Main Beneficiary.

4. The stated purpose of the Trust, in the Trust creation questionnaire is estate planning.    The trust appears to be funding the Settlor’s shipping business, and indeed is receiving payments from it on a regular basis.    It appears that either simple estate planning is not the sole purpose of the Trust or proper consideration was not given to the family’s financial planning prior to the settlement of the US$26.5 million.

5. Loan interest of approx. $862,454.70 was charged in 1998, with only three exceptions amounts charged correspond exactly with amounts paid in by Pearl Sea Marine and First Ashore during 1998.    It could be seen that the trust is providing financing for Pearl Sea Marine and First Ashore and the payments from them are loan interest payments.    Who owns and what are the two companies?    Who controls the companies -–who has ultimate control over the interest payments?    If interest is being paid on the loans, should the trust have charged interest to the beneficiary?   Then the payments from the two companies would not be additions to the trust but payments of interest from Mrs. K. on the loan made to her.

6. We hold the shares of Fancey Developments Ltd. which in turn holds shares in Anangel-American a listed shipping company.    However, the Settlor and Main Beneficiary is the sole director of this company.   I would suggest that we take over the directorship of the company so that we have control over the assets of the trust.   We can also then ensure that the company is maintained in good standing.     We have not been given any reason why these shares cannot be held in the main Frantmar Ventures Portfolio

7. The trust has granted an interest-free loan to the Settlor and Main beneficiary of the trust in the amount of US$15,500,000 which has been funded by loans to the trust from Bank Julius Baer & Co. Ltd., Zurich, secured by the portfolio of Frantmar Ventures International.   There is a copy of the loan agreement on file (original is in S/C).   The loan is the total of the following payments made over the past few years:

Date of Payment
Paid to:
Amount
Date of Resolution

covering payment


28/04/1998
Samsung Heavy Industries
(2,500,000.00)

Letter from Settlor re loan and subsequent payment to Samsung dated 24 April 1998

28/04/1998
Samsung Heavy Industries
(2,500,000.00)

Letter from Settlor re loan and subsequent payment to Samsung dated 24 April 1998

28/04/1998
Samsung Heavy Industries
(2,500,000.00)

Letter from Settlor re loan and subsequent payment to Samsung dated 24 April 1998

10/10/1997
Mrs. Anna K
(3,000,000.00)



15/01/1997
Pearl Sea Marine
(2,600,000.00)
04-Mar-97


19/02/1997
Pearl Sea Marine
(2,400,000.00)
04-Mar-97


The two payments to Pearl Sea Marine were resolved in March 1997, but have been included again in the US$15,500,000 loan.   THE OTHER PAYMENTS HAVE NOT BEEN RESOLVED.

The loan from BJBZ to Frantmar Ventures International Ltd. is covered by the following agreement:

Loan for US$15.5 million expiring 14 June 1998.    Interest rate 5.5625%p.a.

They are secured by a lien on the portfolio covered by the General Pledging of Collateral and Assignment signed June 20 1994.
It should be pointed out to the RM and the Settlor / Beneficiary that the loans are not from the bank to her, or from the company to her, they are from the TRUST to her.   The trust is funding them through the company by borrowing the money from the bank.      The correspondence between the RM and Mrs. K. would lead one to believe that the money is being lent by the bank to Mrs. K. and that the company is being used just to formalize the payments.

Payments which have been resolved are as follows:

DATE
DETAILS
USD
Trustee Resolutions
Details

12/06/1996
A/C 189296/AV
(135,000.00)
25-Jun-96
Distribution to settlor and main beneficiary

18/07/1997
First Ashore
(2,880,000.00)
28-Jul-97
Distribution to settlor and main beneficiary. Letter from settlor on file

21/08/1997
Mrs. Anna K
(1,578,000.00)
19-Aug-97
Distribution to settlor and main beneficiary. Letter from settlor on file

23/06/1997
conto 0365077002
(140,000.00)
12-Sep-97
Distribution to settlor and main beneficiary.   Letter from settlor on file

23/06/1997
First Ashore
(60,000.00)
12-Sep-97
Distribution to settlor and main beneficiary. Letter from settlor on file

Total distributed to settlor and main beneficiary 
USD  4,793,000.00

Total loaned to settlor and main beneficiary

USD15,500,000.00

Total unaccounted for payments


USD     519,549.00

Other payments without resolutions are:

DATE
DETAILS
USD
Trustee Resolutions
Details

21/01/1997
228.767
(500,000.00)

no further details on file

28/04/1997
Amexco Zurich
(549.59)

no further details on file

07/01/1997
Mrs. Anna K.
(19,000.00)

no further details on file







Payments INTO Frantmar Ventures International are made on a regular basis from First Ashore [USD358,804.90] and Pearl Sea Marine [USD681,382.40]

Payments have also been made from Frantmar Ventures International to Fancey Developments Ltd. totaling USD279,100.   Fancey Developments’ sole investment is 76,000 shares in Anangel –American Shipholding –ADR a listed company.   Payments are made from Fancey Developments Panazur Inc, presumably its agent in BVI.

A resolution to authorize a distribution of USD3,000,000 to Mrs. K. has been signed by RB and SDG but not by CAR or PG.   It seems that this USD3M is actually part of the USD15,500,000 lent to Mrs. K. under the agreement signed May 98, and as such is not a distribution from the trust.

8. Fees


We receive a fixed fee of US$25,000 p.a. plus the C.I. Government fee.   This represents approximately 0.08% of the assets of c. US$30Million.    We have not charged any time spent on this account, we probably should have for last year, given that we had to sort out all of the loans etc. [BJBZ wrap fee USD143,078.48 for 1998 and the interest charged on the portfolio secured loan was $862,454.70]

9. The investment performance has been good.   Index of 165.70 as at 31.12.98 (100 was at 25.05.94) ie 3 ½ years.

Attachments:

1. Investment Performance Overview

2. Schedule of loan interest payments and payments into the company from First Ashore and Pearl Sea Marine

3. Copies of correspondence between D. Silberman and Mrs. K. copies of some memos from BJBZ – ETPS 
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