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February 12, 2002
BY AIRMAIL
Mr. Chung-Ming Tang
Chairman of Board, Shing-Yeh Co.
No.106, Kaidagelan Blv., Taipei, Taiwan, R.O.C.

Tel: 886-2-82530062
Fax: 886-2-82530061

Re: Subcontract of Taiwan-Ludao Bridge

Dear Mr. Tang:

This is to inform you that Arrow Co. underwent restructuring in February 2002 in accordance
with Previnic Law and that Arrow Construction Co. was established to succeed to all of the
rights and obligations of Arrow Co., with regard to construction business, including the

Subcontract of Taiwan-Ludao Bridge.

For future correspondence about the captioned project or any other queries, please contact
the undersigned directly.

We look forward to developing a close collaboration relationship with you.

Sincerely yours,

Mark Schroeder

Mark Schroeder
Chairman of Board
ARROW CONSTRUCTION CO
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SHIN-YEH CORPORATION
No.106,Kaidagelan Blv., Taiwan, R.O.C
Tell:886-2-82530062

Fax:886-2-82530061

February 22, 2002
BY AIRMAIL

Mr. Mark Schroeder

Chairman of Board, Arrow Construction Co.

5F. No.503, Shangri-La Blv., Heisenburg, Previn.
Tel: 035-22-5392-2422

Fax: 035-22-5392-2423

Re: Subcontract

Dear Mr. Schroeder:
Thank you for your letter dated February 12, 2002.

You claimed in the said letter that Arrow Construction Co. had succeeded to Arrow Co.'s rights
and obligations to perform the Subcontract of Taiwan-Ludao Bridge. However, according to
the Subcontract signed between Shing-Yeh and Arrow Co., it is Arrow Co., not Arrow
Construction Co. that should perform the Subcontract, and any transfer of the Subcontract is
subject to the consent of Shing-Yeh.

As of today, we have not received any notice from Arrow Co. in this regard. It is likely that
Arrow Co. has breached the Subcontract signed with us. Arrow Co. is by all means obliged to
give us a satisfactory explanation of the situation.

Your prompt attention to the above matter will be highly appreciated.

Best regards,

Chung-Ming Tang

Chung-Ming Tang

Chairman of Board
S ) ¢ L il SHIN-YEH CORPORATION
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TITAN CORPORATION
8F. No0.503, Shangri-La Blv., Heisenburg, Previn. Tel:035-22-5392-2671
Fax:035-22-5392-2672
035-22-5392-2673

March 1, 2002
BY AIRMAIL
Mr. Chung-Ming Tang
Chairman of Board, Shing-Yeh Co.
No.106, Kaidagelan Blv., Taipei, Taiwan, R.O.C.
Tel: 886-2-82530062
Fax: 886-2-82530061
Re: Subcontract

Dear Mr. Tang:

In response to your letter dated February 22, 2002 sent to Arrow Construction Co., we are
writing to clarify the issues mentioned in the letter as follows:

In February 2, Arrow and Mercury merged into a company called Titan Co. ("Titan") in
accordance with the Previnic Law. After the merger, Titan's Civil Works Division, which is in
charge of construction matters, became an independent entity known as Arrow Construction
Co. ("Arrow Construction"). Under the Previnic Law, no advance notice with respect to
merger or partial contribution of assets is required to be served on the relevant creditors.

Arrow Construction has thus lawfully become a party to the Subcontract at issue and
succeeded to all of the rights and obligations thereunder.

Should you have any further questions, please feel free to contact the undersigned.
Sincerely yours,

William Jones

William Jones

General Manager
TITAN CORPORATION
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SHIN-YEH CORPORATION
No.106,Kaidagelan Blv., Taiwan, R.O.C
Tell:886-2-82530062

Fax:886-2-82530061

March 10, 2002
BY AIRMAIL

Mr. Mark Schroeder

Chairman of Board, Arrow Construction Co.

5F. No.503, Shangri-La Blv., Heisenburg, Previn.
Tel: 035-22-5392-2422

Fax: 035-22-5392-2423

Re: Subcontract

Dear Mr. Schroeder:

This is in response to your letter of February 12, 2002.

According to the said letter, Arrow Construction Co. ("Arrow Construction") has succeeded to
all of the rights and obligations of Arrow Co. under the Subcontract. However, you did not
provide sufficient information about the legal grounds for the restructuring of Arrow Co.

On the other hand, as the construction of Taiwan-Ludao Bridge requires state-of-the-art
technologies and professional skills, Arrow Construction has to prove that it meets the said

requirements.

Before giving any consent to Arrow Construction's performance of the Subcontract or to the
transfer of the Subcontract on your part, we demand a prompt explanation from Arrow.

Thank you for your attention.
Best regards,

Chung-Ming Tang
Chung-Ming Tang

Chairman of Board
) ¢ L il SHIN-YEH CORPORATION
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SHIN-YEH CORPORATION
No.106, Kaidagelan Blv., Taiwan, R.0.C

Tell:886-2-82530062

Fax:886-2-82530061

March 10, 2002
BY AIRMAIL

Mr. William Jones

General Manager, Titan Co.

8F. No.503, Shangri-La Blv., Heisenburg, Previn.
Tel: 035-22-5392-2671

Fax: 035-22-5392-2672

Re: Subcontract

Dear Mr. Jones:

We are writing in response to your letter dated March 1, 2002.

In the letter, you took the position that Arrow Construction Co. is to perform the Taiwan-Ludao
Bridge Subcontract in accordance with Previnic Law. However, according to the Subcontract,
no assignment of contract on your part may be made without our prior written approval. Itis
unacceptable to state that the said Subcontract now has nothing to do with Titan.

Kindly clarify the referenced matters. If the requested explanation fails to be made within
fifteen days, we will be left with no choice but to terminate the contract.

Best regards,
Chung-Ming Tang
Chung-Ming Tang

Chairman of Board
YL E L i SHIN-YEH CORPORATION
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Johnson,Roe & Associates
Attorneys-at-Law

Website:
WWW.jra.com.prev
E-mail
Attorneyl@jra.com.prev
Tel:035-22-5461-0391
Fax:035-22-5461-0392
035-22-5461-0393

March 19, 2002
BY AIRMAIL

Mr. Chung-Ming Tang

Chairman of Board, Shing-Yeh Co. Ltd.

No.106, Kaidagelan Blv., Taipei, Taiwan, R.O.C.
Tel: 886-2-82530062

Fax: 886-2-82530061

RE: Subcontract
Dear Mr. Tang:

In response to your letter dated March 10 2002 requesting Titan Co. to clarify the legal
relationship and the restructuring process of Arrow, Mercury and Arrow Construction, I, on
behalf of my clients Titan Co. and Arrow Construction Co., would like to explain to you as
follows:

1.  Legal Relationship and Reconstructing Process

In September 2001, Arrow Co. ("Arrow") and the Mercury Co. (Mercury) contemplated
restructuring the companies. The contemplated restructuring then took place in January
2002. All of the entities involved are or were legal entities duly established under the Previnic
Law. Arrow, which signed the Subcontract of Taiwan-Ludao Bridge (the "Subcontract") in
2001, used to have four (4) divisions, namely: Transportation, Fiber Optic, Information, and
Civil Works (Construction). The Subcontract was handled by the Civil Works Division.

On February 2, 2002, Arrow and Mercury were merged under the Previnic Merger and Division
of Company Act into Titan Co. ("Titan"), which succeeded to all the rights and obligations of
Arrow and Mercury according to Articles 71 and 72-1 of the said Act. On February 3, 2002,
the Civil Works Division (construction division) of Titan became an independent entity known
as Arrow Construction Co. ("Arrow Construction") according to Article 87 of the said Act.
Under the said Act, no advance notice to the creditors of Arrow, Mercury, Titan and Arrow
Construction is required for the said restructuring process.

Given the above, Arrow Construction Co. has assumed all of the rights and obligations related
to the restructuring activities of Arrow Co., including the Taiwan-Ludao Bridge Subcontract.
Arrow Construction is thus a legal party to the Subcontract under the said Act with no



Shing-Yeh's prior permission required. Article 2 (3) of the Subcontract is by no means
inapplicable to the present situation.

2.  Financial Analysis

Attached to this letter are financial statements of Titan and Arrow Construction as of March 15
2002, showing the owner’s equity (the net assets) of Titan is US$509,390,765, and the
owner’s equity of Arrow Construction is US$960,351,140 respectively. As the net assets of
Arrow Construction are worth more than those of Titan, it will be beneficial for Shing-Yeh to
have Arrow Construction Co. perform the said Bridge Subcontract.

Should you have any questions, please do not hesitate to contact us.

Best regards,

Robert Johnson

Robert Johnson, Attorney-at-Law
Johnson, Roe & Associates
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April 5, 2002

BY AIRMAIL

Mr. William Jones

General Manager, Titan Co.

8F. No.503, Shangri-La Blv., Heisenburg, Previn.
Tel: 035-22-5392-2671

Fax: 035-22-5392-2672

Re: Guarantor of Arrow Construction

Dear Mr. Jones:

We received from your counsel, Robert Johnson, a letter dated March 19, 2002, written on
your behalf. Unfortunately, the explanation of the restructuring of your corporate group
given in that letter is insufficient.

In that letter, you asserted that Arrow Construction Co. would perform the Taiwan-Ludao
Bridge Subcontract in accordance with the Previnic Law. However, according to the balance
sheets attached in the letter, the total assets of Arrow Construction account for forty-six and a
half percent (46.5 %) of the net equity of Titan Co. This is hardly acceptable.

We will consider your proposed assignment of the Subcontract to Arrow Construction if Titan
undertakes to be a guarantor of the said project.

Yours sincerely,
Chung-Ming Tang
Chung-Ming Tang

Chairman of Board
Y3 L 1] SHIN-YEH CORPORATION
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April 13, 2002

BY AIRMAIL

Mr. Chung-Ming Tang

Chairman of Board, Shing-Yeh Co.

No.106, Kaidagelan Blv., Taipei, Taiwan, R.O.C.
Tel: 886-2-82530062

Fax: 886-2-82530061

Re: Guarantor of Arrow Construction

Dear Mr. Tang:
Thank you for your letter dated April 5 2002.

As Arrow Co., Mercury Co., Titan Co., and Arrow Construction Co. are legal entities in
corporated under the Previnic Law, the validity of Arrow Construction Co.'s assumption of
Arrow Co.'s rights and obligations under the Taiwan-Ludao Bridge Subcontract should be
determined according to the Previnic Law. We do believe we have provided you with
sufficient explanation of the relevant legal issues per our previous correspondence. Your
request that we should assume the responsibility as a guarantor is not acceptable as it is not
required by any law.

Should you have any further queries about the Subcontract, please contact Arrow Construction
Co. direct.

Best regards,
Blanche Dubois
Blanche Dubois

Chairman of Board
TITAN CORPORATION
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BY AIRMAIL

Miss Blanche Dubois
Chairman of Board, Titan Co.

8F. No.503, Shangri-La Blv., Heisenburg, Previn.

Tel: 035-22-5392-2671
Fax: 035-22-5392-2672

Mr. Mark Schroeder
Chairman of Board, Arrow Construction Co.

5F. No.503, Shangri-La Blv., Heisenburg, Previn.

Tel: 035-22-5392-2422
Fax: 035-22-5392-2423

Re: Termination Note

Dear Sirs:

April 22, 2002

=gl 2002

We are writing to terminate the Subcontract of Taiwan-Ludao Bridge entered into by and
between Arrow and this Corporation, with immediate effect.

Article 2 (3) of the said Subcontract provides that, "the Subcontractor shall not assign the
whole or any part of the benefit of this Subcontract nor shall it sublet the whole or any part of

the Subcontract Works without the prior written consent of the Contractor."

Given that the

original subcontractor Arrow Co. was no longer exists, and that your company, as the lawful
succeeding party of Arrow, refused to act as a guarantor of the Subcontract, we hereby have
no choice but terminate the Subcontract of Taiwan-Ludao Bridge.

Yours sincerely,
Chung-Ming Tang
Chung-Ming Tang

Chairman of Board
A3 ¢ L i SHIN-YEH CORPORATION
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CA A EE S
Titan Co.

Balance Sheet

March 15, 2002

Assets Liabilities
Current Assets $ 456,873,410 | Current Liabilities $612,468,750
Cash 35,974,831 | Accounts Payable 350,228,745
Accounts Receivable 289,774,531 Accrued Expense 121,125,348
Short-Term Investment 131,124,048 Other Current Liabilities 141,114,657
Long Term Investment 856,849,650 | Long Term Liabilities 1,083,648,500
Equity Investment 583,364,089 | Accrued Pension Fund 856,393,677
Bond Investment 273,485,561 Deposit Received 151,082,994
Deferred Debt 76,171,829
Fixed Assets 889,321,455 | Total Liabilities $1,696,117,250

Building 205,845,673 | Owner's Equity

Land 493,156,271 Common Stock 360,000,000
Equipment 114,637,963 | Capital Surplus 72,000,000
Office Facilities 75,681,548 | Additional Paid-In Capital 72,000,000
Intangible Assets 2,463,500 Retained Earnings 77,390,765
Goodwill 2,463,500 | Total Owner's Equity $ 509,390,765

Total Assets

$ 2,205,508,015

Liabilities and Owner's Equity

$ 2,205,508,015

Arrow Construction Co.
Balance Sheet
March 15, 2002

Assets Liabilities

Current Assets $ 201,825,200 | Current Liabilities $ 22,654,520
Cash 24,085,651 Accounts Payable 5,682,345
Inventory 135,629,843 Notes Payable 1,372,175
Accounts Receivable 31,002,875 | Short-Term Loan 15,600,000
Notes Receivable 11,106,831 | Long Term Liabilities 43,744,500

Long Term Investment 228,640,460 | Accrued Pension Fund 8,887,511
Equity Investment 228,640,460 Deposit Received 9,856,989

Fixed Assets 590,620,000 Bond Payable 25,000,000
Building 128,000,000 | Total Liabilities $66,399,020
Land 287,500,000 | Owner's Equity
Office Facilities 103,156,247 | Common Stock 850,000,000
Miscellaneous Facilities 71,963,753 | Preferred Stock 275,900,000

Intangible Assets 5,664,500 | Accumulated Deficit (165,548,860)
Patent 1,285,900 | Total Owner's Equity $ 960,351,140
Deferred Tax Assets 4,378,600

Total Assets

$ 1,026,750,160

Liabilities and Owner's Equity

$ 1,026,750,160









