MEMORANDUM


JULIUS BAER TRUST COMPANY

(CAYMAN) LTD.


To
FILE




Date
4 December 1998




From
Valerie Mullen, Trust Department

Telephone
345 949 7212

Fax
345 949 0993







Subject
Dragon Trust

NOTES OF A TELEPHONE CALL BETWEEN SABINA DUERR, DEBRA HUMPHREYS AND VALERIE MULLEN OF 4th DECEMBER 1998..

The details of the proposed scheme as it now stands was discussed and the following information provided:

l. The new BVI company is being created as a tool to make the distribution of all the assets to John Peng who will in turn give them to Shirley Peng to settle as Settlor of Phoenix and Orchid.

2. The BVI company will have bearer shares so ownership will change via transfer of the certificates.

3..
Once the transfer of the assets takes place, the BVI company can be dissolved.  BVI was selected as it is easy to purchase a shelf company and it is a cheap jurisdiction. 

4 
The US$2 million dollars is being set aside from the Zurich account to be managed by Geoffrey King as he is the member of the Investment Committee who has the best knowledge of what is happening in Hong Kong.   This fund will be designated as a special investment account and authority will be given to our Hong Kong office under the advisory management agreement to accept directions from Geoffrey King.  Instructions need to be given to Markus Baur to take the US$2 million from the time deposit account when it next matures.

5. BJB Zurich will provide the BVI company as they have a contact at Morgan and Morgan who can provide shelf BVI companies.

6. The HK$1,000,000 to John Peng is required to put him in funds to finance the transactions  of the special companies previously distributed to him from the Trust.  An authority letter will have to be provided for this distribution.

7. It is anticipated that when the distributions are made to the Phoenix and Orchid trusts that a sum of US$2 – US$3 million will be held by Orchid.

Valerie Mullen
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