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GOMPANIES HOUSE

Mr J Holloway
Pricewaterhouse Coopers
Southwark Towers

32 London Bridge Street
London SE1 8SY

25™ February 2002

Dear Mr. Holloway

RBG Resources Plc {the “Company™)

RBG Resources Plc
105 Plecaciily
tondon W1J 7MJ
Linifed iKingdom

Telephene: +44 (0) 20 7481 7477
Fax: +44 (0) 20 7491 7577
Website: www.rbgresources,com

Resignation of PricewaterhouseCoopers (“PWC") as auditor for tha Campany,
pursuant to Sections 392,and 394 Companies Act 1985 (the “Companies Act”)

Further to our meeting with you on 20" February concerning your statement as to
the circumstances of your resignation as Auditors’ of the Company, following a five
year relationship, we provide you with our response, s copy of which will be filed

with the Registrar of Companies:

1.  Return of Confirmation Letters and ldentity of the Six Counter Parties

(the “Counter Parties”):

PWC were notified on several occasions that each of the Counter Parties had
assured us that they had faxed their respective confirmations directly to the
designated PWC office in London, as instructed by the canfirmation letter.

Due to PWC's insistence that they had not received the first confirmation, we
requested each of the Counter Parties to resend the Confirmations, with a
copy to ourseives. Qur copies of the second confirmations were promded to

PWC.

However, due to non-receipt of the confirmations by PWC for a second time,
we ware again requested to arrange for the Counter Parties to re-send the
confirmations. At this point one of the Company’s directors requested two of
our marketing agents, as principie relationship officers to the Counter Parties
to speak to the Counter Parties. Following discussion, the Counter Parties
agreed and then proceeded to pass their respective confirmations to a
nominated Counter Party. This Counter Party then faxed all six confirmations

to PWC's Romania office in error.

By former agreement, the nominated Counter Party was required to send only
one of these confirmations to PWC's Romanian office, with the remainder to
be sent to the Landon office. The Company was informed of this error and we
sought to obtain those confirmations destined for PWC London in order o
arrange for the confirmations to be sent directty to PWC in London.
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be senf to the London office. The Company was informed of this error and we
saught to obtain those confirmations destined for PWC Londoen in order to
arrange for the confirmations io be sent directly to PWC in London.

The error on our part was to interfere with the process. However, it appeared
~ that without our intervention, the confirmations would not have been received.
We regret taking this course this course of action.

Additional Audit Procedures Undertaken Concerning the Counter
Parties.

Following our investigations, set out below, there is evidence to show that the
six Counter Parties '@re conducting business activities consistent with the
transactions in the Books and records of the Company and that these
businesses are operating from their respective offices.

We have previously provided PWC with relevant informaticon concerning the
six Counter Parties. As this letter is ¢ be filed with the Registrar of
Companies and will therefore become a matter of public recora we ars setting
out below a summary which omits information of a commercially sensitive

nature.
Counter Party 1

Company number: supplied
Country of Incorparation: supplied
. Ownership: supplied

Principal:  supplied

Address:  supplied

The latest Dun & Bradstreet report on our fite, dated 23" January 2002,
confirms the above details for this Counter Party. Furthermore, PWC is aware
from their previous audit reviews that the Company has conducted business
with this Counter Party for more than five years. :

An Executive Directar of the Company visited the offices of this Counter Party
on 2" February 2002 and we highlight his site report: -

‘Visited [this office]... on 2™ Feb 2002 about 11.00am. It is situated at
[address]. [Counter Party 1] ... has a room as permanent office space in this
[name] Business Center. it also uses conference rooms and secretanal staff
of Business Center. Mr. .... owns [the] business. Nobody verbaily contacted
Mr.... or ... for confirmation and enquiry for their business, customers and
suppliers. There were 3 or 4 more companies occupying the premises with
whom [the Company] has no business relationship’.
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Counter Party 2

Company number: supplied
Country of incorporation: supplied
Ownership: supplied

Principal: supplied

Address: supplied

Inciuded in our credit file for this customer are the audited accounts of the
Counter Party for the years ended 31% March 1996 to 31 March 2001.

The latest Dun & Bradstreet report on our file, dated 29" January 2002,
confirms the above fetails of this Counter Party. Furthermore, PWC is aware
from their previous audit reviews that the Company has conducted business
with this Counter Party for more than five years.

An Executive Director of the Company visited the offices of this Counter Partv
on 4™ February 2002 and we highiight his site report: -

‘The Company is situated at [address]. This is also [Counter Party 2's]
Registered Office. Met Ms [name] who informed me that no cne had
contacted her for any information on the company. The company is situated in
the [name] Business Center. They are using [the] Business Center facilities
for their business work'.

Counter Party 3

Country of incorporation: suppiied
Ownership: supplied .

Principal:  supplied

Address: supplied

Though the cofrespondence address of this company is in [Europe], the
trading activities with the Company are conducted from Hong Kong

Included in our credit file for this Counter Party is thé report and accounts for
the year ended 31 March 2001 and the Management Accounts for previous
years. o

The latest Dun & Bradstreet report on our file dated 22" January 2002
confirms the above details of this Counter Party. Furthermore, PWG is aware
from their previous audit reviews that the Company has conducted business
with this Counter Party for two years.

An Executive Director of the Company visited the offices of Counter Party 3
on 4th February 2002 and we highlight his site report; -
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Visited [Counter Party 3] on 4™ Feb 2002. Met Ms [name] in their office at
[address]. This office is situated in Business Center [name] and they have an
office ... of one room for their exclusive use as toid ftc me] by Ms [name] and
they use other facilities of the Business Center. | also asked for [thej
Certificate of incorporation for the company. | was given their Certificate of
[ncorporation. Name of the Company was mentioned on the name board
maintained by the Business Center. Ms [name] informed [me that] this space
is sufficient for them for now’.

Counterparty 4

Company number. supplied
Country of incorporation: supplied
Ownership:  supplied

Principal:  suppiied

Address: supplied

The address given to PWC was [address]. This address was given © "WC i
error and is the address of the Bankers of [bank name]. The bank, in
respecting their relationship with the Counter Party, had forwarded the
confirmation request to the Counter Party,

Included in our credit file for this customer is the report of the accountants of
Counter Party 4 for the year ended 31% March 2001 and the Management
Accounts for previous years.

The latest Dun & Bradstreet report on our file dated 17" January 2002
confirms the above detaiis of this Counter Party. Furthermore, PWC is aware
from their previous audit reviews that the Company has conducted business
with this Counter Party for a period of morethan three years

An Executive Director of the Company visited the offices of this Counter Party
on 1st February 2002 and we highlight his site report: -

Visited on 1% Feb 2002 office of [Counter Par’ty' 4] about 7.00pm. This
company is situated in [address]. .

I met Mr. [name] in their office.

[Counter Party 4] has about 700 sg feet office in a new building. This is the
cne of the newly constructed buildings in the area. The office accommodates
about 4 persons and has conference facilities which can be used by upto 6 to
8 people. They have recently moved into this office. Mr. [name] said that
nobody has visited and contacted him to obtain any information on their
company. The namepiate of [Counter Party 4] was prominently dispiayed
outside their office and there are no other nameplates near this'.

F 3
‘ ember of the 6@ familu
N : e




~ Counterparty 5

Country of incorporation: supplied
Ownership: supplied

Principal:©  supplied

Headquarter address: supplied

Hong Kong trading address: supplied

Though the comrespondence address of this company is in {country], the
trading activities with the Company is conducted from Hong Kong

Included in our cred[k file for this customer are the repart of the accountants of
this Counter Party for the year ended 31 March 2001 and the Management
Accounts for previous years. ,

The latest Dun & Bradstreet report on our file dated 18" January 2062
confirms the above details of this Counter Party. ~urthermors, as you will -2
aware frorm your previous audit reviews the Company has successtuily
conducted business with this Counter Party for two years

An Executive Director of the Company visited the offices of Counter Party &
on 5™ February 2002 and we highiight his site report:

' ‘Visited [Counter Party 5's] office on 5" Feb 2002 about 10.30am. ft is
- situated at [address]. The office is situated in a Business Center. Met Ms
[name], who is the coordinator of the office in [place]. The Company uses the
. Business Center facilities for their day-to-day operation. | was aiso told they
are Iookmg for a separate office but shall be maintaining this office for time to
come’.

Counter Party 6

Company number: supplied
Country of incorporation: supplied
Ownership: supplied

Principal:  supplied

Address: supplied

Included in our credit file for this customer are the audited accounts of
Counter Party 8 for the years ended 31 March 1996 to 315 March 2001.

The latest Dun & Bradstreet report on our file dated 20™ December 2001
confirms the above details of this Counter Party on file except that the
address on this report is the previous address. Furthermore, PWC is aware
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from their previous audit reviews that the Company has conducted business
with this Counter Party for more than five years.

An Executive Director of the Company visited the offices of Counter Party 6
on 4™ February 2002 and ! enclose his site report:

‘Visited [Counter Party 6's] office on 4" Feb 2002 about 2.30pm in the
afternoon. it is situated on [address]. [The] company is owned by Mr [name].
Mr. [name] is in charge. This is a Business Center and has about 4 rooms
and a reception area of which [the Counter Party] uses the Business Center
facilities as and when required. On enquiring if some persaons have asked for
any information on-them, their customers and suppliers, the senior informed
me that he receivetﬁ a call for confirmation of address and the persaon said he
went to deliver the parcel but nobody tumed up'.

General

The Company has reguiarly received the benefit of PWC's exwensive
consuitancy services, mainly for tax advice. in this respect we attach an
excempt from an advice received from PWC on 24™ August 2001, concerning
those activities and profits taxable in Hong Kong. (Appendix 1). it had been
our initial intention to set up an office in Hong Kong. The reason why the
some counter parties will use Hong Kong as their business locations could
well be for the same reasons as set out in Appendix 1.

Business Transactions Recorded in the Books and Records of the
Company

An operational and delivery chart showing differing but typical points of
delivery that can be accepted from the supplier and for delivery to the
customer was provided and explained in our written response to PWC.

An analysis of transactions and confirmations pertaining to the release of
material and title to the customer by each of the Counter Parties, was aiso
pravided. - ¢

We concluded that all confirmations required for the sale, delivery and transfer
of title of the material subject to a coniract has been obtained at such point of
transfer and are well documented in our files

This two and a half page analysis, previously supplied ta PWC, has been
omitted from this letter to preserve commercial confidextiality.

§
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Identlty as to Ownership of the Counter Partles

The existence, ownership or management of each of the Counter Parties has
been provided from information provided by Dun and Bradstreet or similar
agency and that held on our files, supplied by the Counter Parties themselves,
the financial information supplied by the Counter Party and from meetings
with our relationship managers and employees. This is in addition to the
recent visit by our Executive Director. Further investigations will be made to
ensure the veracity of the information received by the Company. In each
case, we have supplied this information to PWC.

Transaction of our-Romanian Subsidiary with a Counter Party.

This two page explanation, previously provided to PWC, has been omitted
from this letter to preserve commercial confidentiality.

The above ilustration cleariv demonstrates that this transaction nas pesr
conducted on purely commercial terms and on an arms length basts.

Transactions with a Related Party.

Following extensive testing by PWC, it was agreed that all such transactions
with such parties had been conducted on an arms length basis. Based on this,
for this year's disclosure within the financial statements there was to be no .
disclosure due to the same relationship and basis of transaction with all
counter parties. PWC had included the following draft wording on the note
refating to related party transactions in the Company’s draft accounts to
September 2001: '

‘Companies owned and controffed by’ brothers of [namej, a director and
shareholder of the Company, are not considered by the dirsctors {0 be
related parties under FRS 8, which is a change from prior years. The
Company continues to enter into contracts for the sale and purchase of
metals with such companies in the normal course of business and these
transactions are at arm's length and on temns similar to those given to any
third parties’. '

For every audit we have endeavoured to provide PWC with all related party
infarmation in good faith and to the best of our knowledge.

As of the date we provided the information on related parties and up to 28"

January 2002, the date you highlighted the issue of the ownership of

[company name], we were neither aware nor had received any information to

indicate that this may be deemed to be a related party. Whilst we do net

believe that our relationship with this counter party falls within the de%ﬁt{ipn of
N
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a related party, as set out in PWC'’s explanatory letter to us dated 12"
November 2001, it should be noted that, as in previous cases, we would take
the advice of our auditor in assessing any such disclosure.

¥

Conciusion

Throughaut our five year relationship with PWC we have always sought to
have an open and trusting relationship. In this respect we have always done
our best to deal with enquiries honestly and in good faith. Your decision to
resign as auditors of the Company, though regrettable, is accepted.

Yours sincerely

%/‘?QL/&EM
adJ'l j
rand Jairl "

Director & S_ch
e’
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PWC document relating to RBG Hong Kong dated 24"
August 2001

Appendix 1

1) For the avoidance of doubt, the Hong Kong inland Revenus Department
apply a totality approach looking at all relevant facts to determine whether
profits should be taxed in Hong Kong. Typically the analysis is as follows:

‘= Where both the contract of purchase and contract of sale are effected
in Hong Kong, the profits are fully taxable.
i
»  Where both the contract of purchase and contract of sale are
effected outside Hong Kong, the profits are not taxable.

2) Activities that can take place in Hong Kong

The activities that may take place in Hong Kong without affectng ths
offshore nature of its trading activities include the following:

» [ssuing or accepting invoices (but not orders) for contracts of sale
or purchase effected outside Hong Kong;

» Arranging letters of credit;
* - Operating a bank account and making or receiving payments;
* leasing office premises where the suppoit function are performed; and

» Entering into legal contracts with third parties in of the support
services. .

3) Activities that must take place outside Hong Kong

The activities that must be perfcrmed outside Hong Kong inctude the

following: .

= All customer orders must be initiated, negotiated, received,
confirmed and signed by the traders or appropriate personnef in
Singapore or Dubai {or any other jurisdiction outside Hong Kong);

= Similarly, all purchase orders must be initiated, negotiated, placed and
followed up by the traders or appropriate perscnnel, with final
confirmation and execution in Singapore or Dubai (or any other
jurisdiction outside Hong Kong);
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The people in Hong Kong must not have any involvement in
processing saie and purchase orders. Nor should they have any :
authority to vary the terms of the sales and purchase orders; and

No stock can be held in Hong Kong.

[

HH

A member n¥ the ]?hn\ Farmihe




