Fecha: 28 Octubre 2014

Para:MICl DINATRADEC
De: James R Falgout de Retire In Chiriqui, S.A.

Referencia: Disputa de Inversiones Falgout vs. Panama — Notificacién de Intento de
Arbitraje

Sr. Ministro de MICl y Viceministro de Tratados, Reptiblica de Panama:

Primeramente mis cordiales saludos. Esta nota tiene el fin de someter a su despacho las
recientes comunicaciones enviadas por nuestros apoderados legales por el tema de la
referencia.

Someto los siguientes documentos:

1. Nota enviada al Presidente Varela con fecha de 30 de julio de 2014 para el arreglo

de la disputa de inversiones.
2. Copia de la Notificacion Formal de Intento de Arbitraje de fecha 31 de Diciembre

de 2012.

3. Nota con fecha 29 de septiembre de 2014 enviada al Presidente Varela reiterando
la representacion con nueva firma de abogados para el arreglo de la disputa de
inversiones Falgout vs. Panama.

Sometido Respetuosamente, esperando oir de Ustedes favorablemente para resolver
la controversia.
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Excelentisimo

Ing. Juan Carlos Varela Rodriguez
Presidente de la Republica de Panama
Direccion: Palacio de Las Garzas
Corregimiento de San Felipe
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Apartado Postal: Presidencia de la Republica
Panamé 1 : s s o S
Repiiblica de Panama Fl e Jal- S
Estimado Sefior Presidente,

Su Excelencia/Your Excellency

Further to my letter to you of 30 July 2014, I now write to inform you that I recently changed
law firms. I am now with Gordon & Rees, LLP. I confirm that I continue to represent the
Investors, James Falgout, Barbara Fagout and their Company, Retire in Chiriqui SA in this
matter at Gordon & Rees LLP.

En relacién con mi carta dirigida a Usted del 30 de julio de 2014, ahora escribo para informarle
que recientemente he cambiado de bufete de abogados. Ahora formo parte de Gordon & Rees,
LLP. Confirmo, que sigo representando a los inversores James Falgout, Barbara Fagout y su
Compafiia Retire In Chiriqui SA, en este tema, con la firma Gordon & Rees LLP.

I understand that there appear to be positive developments, which it is hoped will lead to the
amicable settlement of this matter. Please keep me informed of these developments and provide

me with copies of all relevant communications and correspondence with my clients on this
matter.

Entiendo, que parece haber un avance positivo, que se espera lleve a la solucién amistosa de esta
controversia. Por favor manténgame informado de estos acontecimientos y proporciéneme
copias de todas las comunicaciones y correspondencia relevantes con mis clientes en esta
materia.
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I look forward to hearing from you or one of Panama’s Government agencies.
Espero con interés escuchar de Usted o de uno de los organismos del Gobierno de Panama.

Yours sincerely,

De Usted sinceramente,

Q,_(S‘. N‘#@

Ronan McHugh
Accionista

cc. James Falgout

8011121/20579496v.1
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Alexandria
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USA
rmchugh@baileylawpe.com
202.280 3310 (Direct)

30 July 2014

Excelentisimo Pains 1A DE LA REZPUBLICA
Ing. Juan Carlos Varela Rodriguez b ALz CHEN DE BOGUMENTOS
Presidente de la Repiiblica de Panami Vet oy DG p D=t S
Direccion: Palacio de Las Garzas bR

Corregimiento de San Felipe A [DN00kn

Apartado Postal: Presidencia de la Republica |
Panama 1

Republica de Panama
Estimado Sefior Presidente,
Re: Situacién de Inversionistas de EE.UU. en Panama, James Falgout, Barbara
Falgout y su Compaiiia Retire in Chirigui SA (“RIC SA”).
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Su Excelencia,

En primer lugar, deseo felicitarlo por su victoria electoral. S€é que una de las
principales razones de su victoria fue su compromiso con el cambio de los métodos del
Gobiemo anterior. Una manera en que esto se puede lograr es mediante la correccion de
los errores causados por el anterior Gobierno a una cifra representativa de inversionistas
internacionales, como lo son mis clientes, en lugar de seguir con estas malas practicas.
Esto es un asunto importante para su nuevo Gobierno, entender que Panamé quiere, como
necesita, promover y fomentar las inversiones internacionales con miras al crecimiento
econdémico y prosperidad para todos. Como tal, Panama necesita tratar con legitimidad
de derecho a los inversores internacionales. Pero Panama no lo ha hecho en el caso de
mis clientes los Falgout, que son inversionistas de Estados Unidos en Panam4. Por lo que,
respetuosamente solicito que tome medidas para corregir esta situacion.,

En’ 2005 los Falgout, a través de su empresa inmobiliaria panamefia RIC SA,
compré aproximadamente 41 hectareas de tierra en la costa pacifica de Bani, Chiriqui,
Panam4, que incluyeron 6 hectéreas 4.812,13 m2 de frente de playa administrados por las
agencias estatales panameflas de MEF Catastro (actualmente ANATI) El propdsito
especifico y expreso de la compra de la tierra era para desarrollar la propiedad y construir
un exclusivo complejo Residencial Turistico en la Costa del Pacifico de condominios,
hoteles, restaurantes, piscinas, club, marina para botes y casas residenciales para clase
alta. Este propdsito se dio a conocer a Panama.




Desafortunadamente; varias agencias del Gobierno de Panamd han participado
con, diversas acciones para destruir esta.inversién y de evitar por todos los medios que
mis: clientes los Falgout usen'y disfruten su propiedad. Estas acciones son numerosas, e
incluso incluyen a dichas agencias estatales de Panamé apoyando- que narcotraficantes
psen la propiedad de los Falgout, eii la constriccién de una cairetera ilegal y en la
destruccidn de cercas de su propiedad. Las acciones especificas {que ¢ontinilan hasta
hoy) se han expuesto en detalle :en la Notificacién de Disputa dé Iveisiores de los
Falgout presentada el 31 de diciembre de 2012, de la cual adjunto una copia.

Destato, €n estd comunicacion; s6lo dos de las malas acciones-de los agentes del
Gobierno anterior £n contfa de- this. clientes, coino se establece en la Notificacién de
Intencién de Aurbitraje adjunts: Eo pdmer luger, MICI DINATRADEC y su
tepreséitante, Alexis Pinedd crearon un-documento cuyo objetivep era mosirar:que Retire
In Ehitiyul, 8A, id empresa de mis clientes, no es propiedad y no es controlada
disectaniente pbe irivérsiohistas: estidounidenses. Este documento es del todo falso. Es
myyrpreocupente yie la propia oficiia de MICI DINATRADEC, que estA para.fiscalizar
el buen cumplimiepto de los tratados internacionales de iriversién, haya. violado 1os
detechos de 1os inversionistas en virtud de esos tratados y cometido actos delictives de
prigidn de docuidetitos del Registro Piiblico de Panama, de retrasos culposos y negacién
de justicia a mis clientes a través de estos Tratados Bilaterales de Inversitn: Por lo tanto,
ent bage & Ia Ley 121, de 31 de diciémbre de 2013 de la Repiblica de Panama, han
actuado en asoegiacién crimindl. En base a esta Ley 121 de 31 de diciembre 2013, James
R. Falgoit ¥ su esposa Ariatne Avila de Falgout son victimas de:un griipo criminal y
estif; solicitanda proteccith jnmediata bajo esta ley y 1a réubicacion ‘con compensacién.
Quierty resaltar y hager ¥laro que la vida de mis clientes estd en peligro a causa de este:
grapo-oritning rque fnvoluera brganos del Estado de Panama.

La, ségunda. accibn, la perpetrada por el alcalde de Barii, Franklin Valdés, ¢n
febrero de 2010 &n que:invadi6 ilegalmente la propiedad de mis clientes y constrayé un
camjno con la amenaza y opresién policial, seglin y tal como consta en su propia
certificacién mpnicipal documentada en la Resolucién de Gobérnacién No. 078 de 22 de
juniode:2011, de‘lg cul ests el Alcalde en completo desacato, por ef eomifrario siétipie
Qﬁdéx}ﬁ la destriiccion de la cerca de nuestros clientes cada vez que implementan la
Resoluicion. de Gobernadién 078, Luego, el Alcalde Franklin’ Valdés-abusa ‘su ‘autoridad
wilizando a la policfa y & la comunidad para acosar a mis clierites, como docurnentado en
videos;, testimonios; fotos y como docuthentado en. denuncia interpuesta por Barbara
Ealfg‘dnben.»lnliq de 2010. ante €l ministerio Publico expediente No, 0296. Esta denimcia
forral € subre 14 invasion de su terreno para la construccidn de una carreters al mar para
¢l ugo de narcotrdfico ¢ timidacion policial. Actualmente; el caso No. 0296 se
encuentid.en el Juzgado Segundo Municipal de Barii Jueza Cindy Chavez Santana. Otra
Querella Penal Caso No; 8106 en el mismo Juzgado municipal de Barii interpuesta por mi
cliente: James'R. Falgout y su esposa contra estas aceiones y ottas del -grupo criminal
desde enero de 2010 en fue fueron més agresivas o violentas contra miis-clientes. No ha
sido pagada cortipensacion por esta carreteta abierta ilegalmente. Desde ‘2010, &l alcalde
de Bari Franklin Valdés ha manipulado 4 las autoridades locales. de Bari, para favorecer
acciones judiciales ilegales contra mis clientes para tratar deilegalizai 14 catretera ilegal,
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sini compensacién alguna. Sin embargo, esta carretera ilegal no puede ser legalizada, ya
que pesa sobre ella una demuncia formal de invasién para uso de Narco Tréfico, este
hecho juridico parece ser ignorarlo por el Alcalde Franklin Valdés y las autoridades
locales de Barii de Policia, del Ministerio Publico y Juzgados Municipales de Baru

El anterior Gobierno no respondié, en absgluto a la Nofificacién de Disputa de
mis clientes los Palgout por los motivos del punto uno y Jas comunicaciones telefénicas,
con‘el MICI DINATRADEC, fueron recibidas grosera y descortésmente. Esto ocurié a
pesar de 'que Panamd tiene por obligacion que responder a dicha Notificacidn de Disputa
¥y a cymplir con mis clientes tatito en virtud del Tratado Bilateral de Inversiones como el
Acuerdo de Libre Comercio entre Panama hecha con los EE.UU.. De hecho, €l Gobierno
anterior Y st Plocuradora General ignoraron por completo los derechos de nuestros
cligntes aTa Notificacién de la-Controversia. Es su obligacién contestar, arreglat o buscat
tipd solucién. Porel contrario, a la fecha, las infracciones de los derechos de inversion de
log Falpout perpettada por agencids gubernamentales continian de tal modo, que mis
clientes los Falgput se han visto Dbﬁgados a recurrir a una denuncia: penal de delitos de
agogiation criminal para la colaboracién con el Narco tréfico sobre 1a base de la Ley
Paratit 121, de 31 de diciérmbre de 2013 en contra de este grupo ¢ritinal que persigue a
mis clientes:

Los. inversionistas: de EEUU estan dispuestos a llegar a.una. solucién de esta
demhﬁda poii Paiiamé4 y-como sus representantes legales nos gustaria poder sentatnos.cen
Peansmd pata fratar de resolver este asunto. Pero para lograr esto, necesitamos un
contacto ‘en’ su Gobiertho para hablar del pago de compensaclon de esta, dxsputa de
inversién por las pérdidas y daflos cometidos a mis clientes por Tlas agencias del
Gobietmo. Solicitamos, que dé una orientacién general a los organismos del ‘Gobierno de
16 ¢ontiifiar 168 actos erréneos del pasado y que se cumpla con esa ditectidn.

Una gran cantidad de personas en Panamé tienen la: ¢speranza de que Usted vaa

hacer-cambibs reales de las tacticas del pasado, sobre todo en ‘Batti. 1Jna manera de hacer

€80 seria tomar la- accidn de Pencxon de los Falgout propuesta mediante esta
¢piunicacion. Bsperamos con interds escuchar de usted ¢ de. su Gohiério,

Dé Usted sincgraments,

LN

.Ascjonista
Bailey Law pe

Adjuitos.
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31 December 2012

For thig Atterition of the Setretary-General

The Secretariat

Internatiofial Centre for the Setflement of Investment Disputes
1818 H Street, N.-W.

MENT3301

‘Washington D:C. 20433

USA

Via E-Mail;ICS[Dsecretariat@worldbank.org

UNCITRAL Secretariat

‘United Nitioris Comimission on International Trade Law
Vienna Iitexnational Centre

P.0O, Box 500 AN e
A<1400 Vienna, Austria b g
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Ronan J, McHugh
Sharsholder

mméhugh@palleylawpe.com
805 152 St NW Snmu;m
‘Washingtoli, DC 20005
202.88%.8040
202 862 0135 {direct)
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19 00
z 1A

/)

!
K
: i MM
Procurator General de la Nacion ] =5
&

Chief of International Trade Negotiations

Mlniﬂtl:? of Commerce 4nd Industry
Paiiania P.O. Box 0815-01119
Panaiig, Repubiit of Pansmia

Via UPS

Jolin M., Melle,

Assiitant U8, Trade Representative for the Americas
‘Office:of the United States Trade Representative
600 1*7& Sti'éét Nw

¥ia Fix 202 395 9675
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¥ Notice of Dispute Cover Letter
12/31/2012
Page 2 of 2 i
Dear Sit/Madsm, :
_ RE: Notice of Dispute Under FTA/BIT: Retire in Chiriqui S.A, James Falgout, y
Barbara Falgoit and Clarence Johnson (“Tayestors”) v. The Républic of Panama :
1
Puysuant to Articles 10,15 and 10.16.2 of the Panama/U.S. Promotion Agreement 5
and the asgociated atticles of the Bilateral Investment Treaty between Panama and the US i
dated 27 Octaber 1982, please find enclosed the Investors’ formal notice of 2 dispute. ;
“We look forward to hearing from you so that this matter may be resolved. ¥
1
.. Yousdheerely, DB BN
R ) 1
Ronan McHugh i
Sharchsider :
cc. The Inyestory 3
b
3
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JAMES FALGOUT, BARBARA FALGOUT, CLARENCE JOHNSON,

AND RETIRE IN CHIRIQUL SA

FORMAL NOTICE OF INTENT TO ARBITRATE

TO:

For the Attention of the Secretary-Geéneral

‘TheBecretariat

Interintional Céntre for the Settlement of Invesiment Disputes
1818 H Street, N,W.

MSNU3-301

‘Washington D.C. 20433 _
U.8.A

Via E-Maik:1CSIDsecretariat@worldbank.org

UNUCITRAY: Secretariat

United Nations Commission on Tniternational Trade Law
¥ienna International Centre

P.0. BOI 5 DO

A~1400 Vieona, Austria

Ana lssliel Belfon
Procurator. Gereral de 1a Nacion

Chiéf of Intérnational Trade Negotiations

. y of Gommerce and Industry
Priamsa P.0. Box 0815-01119

Pannig, Republie of Panansa

Johii M. Melle,

Asgigiant U\S. Trade Representative for the Americas
Officeof the United States Trade Representative
G001 7th Beeset NW

‘Washington; DG 20508

USA

ez 202 395 9675
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This document constitutes formal legal notice under Aticles 10.15-and 10.16.2 of
Chapter 10, Investment, of the United States-Panama Trade Promotion Agreement dated
28 June 2007 {approved by Panama on 11 July 2007 and by the United States on 21
October 2011),{liereinafter “the FTA™)', that a dispute has atisen between the Republic of
Panuma-and the following qualifying United States investors:

» Retire in Chiriqui, S.A.("RIC");

Jaties Falgout

o

Bafhira Falgout

Clarence Johnson {Collectively, bierein, “Investors®”
Each ofthe above is n “investor™ within the definitions contained in Article

10.29 of Chapter 10 of the FTA (and Axticle I of the BIT) thereby qualifying for
protections afforded uhder Article 10 of the same. Pleasé note that this dispute arises out
oF and relates to the treatment accorded to the Investors by Patiama in breach of its treaty
obligations under the FTA and the BIT as well as Pangma’s derogation frof custoirfaiy
mternational law, which tréattent has caused the Investors to suffer, and to continue to
suffer; harm:and damagpes, bofli matérial and moral damages.

IV.  Summary of Facts

(@  Panama Has Wrongfully Refused Title to And Allowed a Road
to.be Buiilt Megal upon Investors’ Property

James Fdlgout, Batbara Falgont and Clarence Johnson are all United States

¢itizens and hationals. RIC SA is a private corporation that was incorporated in Panama

! The Investors are aware that Article 1,3.2.0f the FTA provides that Article VII [the Atiitle-dédling with
Disputed] of the Treaty between (e Usited States and Panama Concéining the Troatment sind Protsction of
Thvestitidiits with its Anpex and Agresd Minijtes that was signed in Washington D.C; on 27 Optober 1982
[t “BIT™) were “stishended” ofi the entfy into force of the FTA. However, to the extent{hat Article. VI
anid the Protoco] to itidated 1 June 2000 resiaity in effeof the Tnvestors miake this Notice under the BIT ind
Agtlels VII thereof and of the Protocol. ' ‘
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iy 2005 by Ihvestdrs, Jatnes Falgout, Barbara Falgout and Clarence Johnson and whichis
Bwn'eﬂ and controlled by the same. RIC was established by the Investots for the sole and.
gperific purpoge of*purchasing, promoting, developing, designing and constructing the
Tnvestors’ investmient of Villas de Playa Tortuga, & coastal residential development in
Panama.

In ‘or About December of 2004, the Investors’ representatives performed a
feasibility snd social economic study into the purchase and development of Paama state
owned property which was occupied as Rights of Possession on the Pacific Coast of
‘Baruy Chiriqui, Panamea. The Investors® specific and expiess purposé of purchasing and
developing property in Panama was o construct an upscale Pacific Coastal Resort
Residential Cothtiunity with condominiums, hotels, réstaurants, lounge, pools, boat
taring, 4nd high end residential homes. This purpose was made known to Panama at the
time of thege studies.

The property that the Investors studied comprised approximately 41 hectares, which
inicioded 6 Heotares 4812.13 m2 of beachfront land property v}as .:adﬁﬁnistrat‘ed by the
Papamanian state agencies of MEF Catastro and MIDA.. Subsequent to the Investors’
studies, it 2005 the Tnyestors purchaged 35 hectares comprising afl but the 6 hectares
4319.1% m?2 of beachfront land from the Panama agency MIDA. and received title for &l
of the land but the 6 .ﬁectam 4812.13 m2 of beachfront Iand from MEE Catastro.

Tater; i’20035 Investor Barbara Palgout applied for tiflé for the 6'hectares 4812.13 2
vf behctfroiit land-adininistrated by MEF Catastro, All reqnitements to obtain fitle to this
beachiront land fémi the State were successfully met by Barbara Falgout incliiding all

Maunicipal Public Bdicts of 2005 that were plated in the office of the Puerto Armuglies
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Corregidor of Police Luzmila Mongalo and Iris Vigil. There was no third party
opposition to ‘the tifling of the land by Investor Barbara Falgout: Furthermore, no
oppotition to the fitling of the land was made by MIVI, MOP, or the Municipality of
‘Barn, specifically Mayor Eranklin Valdes, Municipality Engineer Anel Miranda R., o the
Corregidor bf Police Luzmila Mongalo and Iris Vigil.

Despite this, and despite representations from Attorney Richard Lemus of MEF
Catastro that title would be issued to the beachfront land for Investor, Panama, via:its
sgéncy MEF Castastro, performed an intentionally improper survey inspection of the
beachfront: pdperty that did not properly record the polygon of the property. The
Invam'vﬁﬁwsed end objected to this improper survey by MEF Catastro.

On of about 1 November 2006, MEF Castastro issued MEF Resolution 238 of the
Ditector-of Catastrtyy Bienes Pattimoniales Regolution 238 denied title fo the beachfront
property- 1o Barbara Falgout on the basis that Investor Barbara Falgout was a forgigner
and foreigners-can not own land within 10 kilometers of the border of Panama. The
nearest border mark, however, puts the property owned of Barbara Falgout approximately
13, 8 Kilometérs from Costa Rica. At the end of 2009, the Investots had a syrvey on site
done by TG, Nationdl Geographic Institute Tommy Guardia of Ministry of Public Work
of the Republic of Pahama (MOP), which established and certified that Barbara Palgout’s
Itivestrhent piopety is cutside of the 10 kilometers of the border zone. This certification
1i§'4n the ANATI Titling file of the Barbara Falgout in Panama City. Despite this survey,
the Tnvestors” have still not to this. day been given title to the beachfront land.

Th 2007, despite- MEF Catastro’s Resolution No. 238, the Investors obtained Jegal

appiroval to 6&velop the femaining 35 hectares of property. The investors submitted to
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the Panamanian agency; MIVIOT the first phase of development that they reviewed.
MIVIOT approved the first phase of the Master Plan and Resort Designs for Villas de
Playa Tortuga for construction in 2008, and RIC, S.A. in 2009 started construction work
on the infrastructure and 4 villa style townhomes. The Investors incurred costs of USD
$4,481,753.11 in perforining this works.

Hawevet; this. work did.not proceed because beginning in or around February 2010,
an invasion of the. property of the Investors’ occurred under the protection of and
involving the Mayit of Bata Municipality and its polise. This invasion led. to the
Eopstruttivn-of-a road, illegally and improperly, condeied by the Minieipal duthorities,

on ﬂmpmpmy that the Tavestors had. purchased. The road began. to. be used then for the

authotities. Attemipts by the Trivéstors to reclaim thiere property were stopped by the-

police; and the police in fact issued.threats of beatings anid the arrest of the Investors, The
Tnvesiors joformed. the relevant Panama agencies, including even. the President of
Panams, of this illegal invesion of their property, but no effective action was-taken, For
example; ih. February 2010 the Invesfors informed dir’ectiy MEE Catastio Attorsiey
Analncia Montenegro {now ANATI Catastro) and later to Carlos Dutari Director of
Titling of Catagttro ANATI who is now in charge of the titiihg of Birbara Falgout’s
propefty. Despite:this, ANATT Catastro to-date has failed, by way of acts of omission, t6
Hilt the continting iitvasion of the Iavéstors” propeity. Indeed, to the contrary, MOP
(Ministeric de Obres PublicasyMIVI or MIVIOT (Ministerio de Vivienda y

Ordendriiento Tettitorinl) and MEF (Ministerio de FEconomia y Fihanzas)
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Castastro/ANATI have atterapted to legalize the illegal road butto do so withouf offering
ahy compensation to the Investors. |

As a Tekit of this situation, in 2011 the Investors met with the Govcxlnor of*Chiriqui
and tequested the closure of &n illegal road. In that meeting the Govemor-of Chiriqui

adked her legal advisor, attorney Luis Lopez, if the Municipality of Barn and its Mayor

tiiid followed all proper legal procedures to open a road through the Investors’ propetty.

Luis Lopez told the Govemor thet no due process v;'as applied to open the road; which
was therefore illegal with the purpose.of divide the property of the Investors and force the
fule of at lesst that aréa to a third party. The Governor responded that this toad was
illegel and ordered the: Major of Baru to collaborate atid facilitate with the Inyestors to
claim fhe property by rebuilding the 13 meters of fence via isstance of a Resolutiod No.
078-0f Juns 22, 2011

The Mayor-of Bary has fefused to follow the directive of thie Governor of Chiriqui in
Resolution Nb. 78. To the contrary, in Augnst of 2011.a mob with the direct help of the
Mayor of Baru, his legal .advisor Eduato Caballero, the Mayor’s office secretary Maria
Pigdad Checa, Mouicipality Engineer Anel Miranda R, the Corregidor of Police Luzriila
Mongalo ahfl Jrig Vigil of Baru, Chiriqui, Panama attended and invaded the Investors’
property f(‘n.' the express purpose of destroying the 13 meters of fehcing erected by the
Investors tp profect: their property, so as to keep the illegal road dpen ‘without atiy
enhgetuencey, for their actions. In response, the Investors read to the acting miii;icipa']ity
lawyet, Eduardo Caballero, thie BIT and their rights thereunder, but they were ignored
and Taughed at by thie state officials. THis incident is récorded on video Which has besn

povided to-severdl Panamanian government agencies, including DINATRADEC MICIL,
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Nor setion has ’been taken by any agency to assist or protect the Investors® rights. In fact,
the fefite erected by the Investors has been destroyed for the fourth time now without any
protection of assistance from fthe public authorities of Panama.

In 2012 an inspection was conducted and implemented by the Panama Govetnment

agency, MIVIOT of David Chiriqui, Panama in accordance to the official letter from the

Vice: Minister ‘of MIVIOT Eladio Ostia Pravia of Panama. The onsite inspéction.

réoogrized. the property rights of Investor Barbara Falgout as related io the MIVI

inspections of 2005 and 2009 and Resolution 078 from the Governor of Chiriqui and the.

titling application niap on file with ANATL Three MIVIOT Architects, from the three
sectivns of MIVIOT with jurisdiction in.the case, signed off on this inspection. However,
Axchitect Dalys ;é‘e Gusvara, of oneé of these three seotions of MIVIOT that produced the
1bté of inspections as to. the rights of Investor Barbara Falgout hes taken it tpon herself

to ignore untl overrule her own department inspections of 2005, 2009 and 2012.

() Psinama Has Harassed and Victimized Investors Such that.
th

- have Had Either to Flee Panamit or Feax for their Sife;
As 4 consequence of Ihvestors seeking to oppose the wrongful faiture by Panamsnian
offieials to provide:proper title 1o the beachfront portion of theit property, and seeking to

enstrre their landwas not subjsct to invasion, illegal use and the eonstriiction of an illégal
. {

toad on their pmparty, the Investors have become subject to extreme harassment

petpettated by and. with: the consent of the state agencies of Panama. This has included

the following:

& 31 March 2008 — Police #nd the Public Ministry of Puerto -Armnuelles
conducted an illegal search on the Investors® property of RIC, S.A. apparently
Tooldng for gn illegal weapon. No illegal weapon was found. and: there is no
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such weapon held by the Investors and there is no cause to believe that one
'was ever present.

April 2008 — Puerto Armuelles Police ‘break into the hiouse of the Investors
located at Las. Palmas, Puerto Armuélles looking for 8 supiposed gangster that
was vefified as not there. The Police:never provided & report of the incident as
formally requested by the Investors.

20 August 2008 — The Mayor of Baru, Chiriqui announces on local radio his

_ intent to arrest Investor; James Falgout and arrives ut the Investors® property

te da-so. There is no legal basis for any such-arrest and ng atrest is made but

intimidation was made by the Mayor.

. 2010~ Atternpts. are made to plant narcotics on the Investors’ property and are

canght on video by thie Investors. Despite the video 4nd reports to the police:

no petion is taken by the police to investigate the matter.

« 2010 With the use of police force and abuse:of power and intimidation, the

Méyor of Baru invaded the property of Tavestor Barbara. Falgout with, the

Cottegidor of Police Luzmila Mongalo and Tds Vigil, Anel Miranda '

Miitfieipality: Engitieer, and other officials of the Municipality, MIVIOT and
ANATI Gatas
4 foud and ritar thié ifllegal fond placement with poles and sticks. The police
take Javies: Falgout under filse charges and: with so-arrest warrant to the
police station to, intimidate him,

2010 — Police in Puerto Artuelles inform anti narcotics police purposely in
bud faith that the Thvestors are engaged in nharcofics frafficking, that was
veétified as wiongfully by the hareotics police.

2010 — All Corregidoras of the Police of Puetto Atrinuelles ars informed by
the Investors of the logistios and conductioii of narcoti¢s trafficking on the

tro. Verbal orders were thergiven'tothe comthunity to establish
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illegal toad on the private property of the Investors. No action is taken to stop
the narcotics trafficking nor the invasion of property via the illegal road
openﬁd by them.

2010 —Four (4) attempts to kill the Investor James Falgout occur. All reported
to the police and no action is taken.

July: 2011 - Attempted kddnapping of a family member of RIC, S.A. as an
Action of a transnational crithinal group suggesting involvement of official’s
with 4n Intent to blackmail to acquire the property holdings of the Investoss.

The mittter is repotted tp the Public Ministry of Chirlqul and the Police in.

Piierto Arimuelles but no netion is taken.

2011 — Officials of the Municipality of Bamn defame the Investors by
informin} persons. who wish to conduct business with the Investors that the
Tivestor$ 4re ifivolved in thoney Jaundering and drug trafficking,

September 2011- the Imvestors hold an. emergency meetlng with Tomas
Duncan:of DINATRADEC MICI i which Mt. Duncan informs the Tnvestors
that DINATRADEC MICI ot ot providg protection and security for the
Tnvestots if the palice are ifivolved.

Novexiber 2011—The Investors announce the termination of the Vilias dé
Playy Tortuga investment plan because of the fnformation filayed by Tomas
Dhnoan of DINATRADEC MICT ¢hat the Investors will not be pritected by
tie ‘policp. The government of Panama agency offices in. Panama City and
David Chirtiqui for the Investment Developmient ate informed of the
termination of the preject of Villas de Playa Tortuga arid these ggencies are
MIVIOT, MOP, ANAM, MINSA, ATTT, ANATIL, Firemun Security Office
DINASEPT, Municipality of Barn, Govemnor of Chitiqui, Judicial and Public
MinZstry Offices and ofhers.

2011—Barbara Falgout and Clarence Johnson leave Panama.
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13. March 2012 — At approximately 7:30 pm a large fire was started on the
property of the Investors. The arsonists wero watched by-the Tavéstors.. The
arson was reported immediately to the Corregidor of: the Police of Puerto
Apniutfies and envitenmenital agency ANAM. No action is taken.

15 May-2012 - Corregidor of the Police of Puerto Armuelles.along with the:
police: éotme to the Investors® property to atrest Jumes Falgout for grmed
Kdnappifig:and &n armed hogtage situation as reported by fwo third parties-at

Villas d& Plays Tortups. Tames Falgout is not there because hie'is in the Gity of

Dayid éll day av-certified by Corregidor of City of David #nd ofhier official’s
proof;. Kiigwing this, fhe Cotrégidor of the Police of Puerto Asintielles fails to
gitest: fheser two, people for false statements; & crime in Panama, Tnstead the
Cottepjdvr of the Police of Puerto Armuelles allows these two people along:
with 6ﬁié’r's;tb-mbke mote false deousations against James Falpout, |

May 2012'~ Special DIJ Police Jorge Samudio conducts an armed search on
the Tavestors® property looking for an jllegal ‘weapon ordered by the Public
Mihistry Official of Pago Canoas at' DIJ Office of Paso Canoas, Baru, in a
intefit 16 bypass the Jurisdiction of Public Ministry of Puerto Armuelles that
wet fillly friformed of the legal permits and part-acting'of haressment agairist.
thé Tuvestors. The Inyestors are not on the property at the time of the search
end a légal shatgun was taken by the Special qulig‘;e off the property of the
Tuvestors. During the search the Special Police had their anfomatics M16
weapons ready to fire, The Special Polie failed {o .conduct s proper
ifivestigation that the wespon held by Investor-James Falgout was a legal and:
properly. tegistered weapon. The Public Ministry, DI of Puerto Armuelles,
nd the ‘Cpxregidor of the Police of Puerto Armuellés have: direct knowledge
of the legal status of the weapon (Photos and Video show the Corregidor of
ihe Bolice of Puerio Armuelles and the Police of Puerto Armuelles checking:
the legal ‘weapon permit) of James Falgout but. failed fo inform the. Special
Polize of this and according to the investigatitig Serpeant Jorge Sainitdid this.

fortitation ‘was purposely omitted. The Public Ministry, the DII of Puetto
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infrmation was purposely omitied. The Public Ministry, the DIJ of Puerto
Armuelles, and the Corregidor of the Police 6f Puetto Atmuelles also have
direct mowledge: that the Investors have denounced narcotic traffickinig in the
very ates in which the Special Police in plain clothes entered into the
property. Having this knowledge of this conduct, the Investors take this as an
aitemipt to dratw the Investors into a fire fight that was designed to kill Investor
Jumes Falgout. The shotgun was taken by the: Special Police overnight

despite the:fict that the shotgun was legal and that tas vexify it has hot been

shot in B very long time. Videos and photos were shown 1o the special police
of the narcotics trafficking and that the safety that night was dependent on the
legpl weapon held by James Falgout. The next morning a reconnsissance was
conducted and it was found a series of boots marks heading toward thé ares of
occupation of the Investor James Falgout and his-wife. The Invegtors take this
as an attempt on their life.

18 July 2012- In an orchestrated event which directly involved the same two
third persons mentioned above, the Corregidor of the Police of Puerto
Armuelles, Police of Puerto Armuelles, Public Ministry .of Bard, Chiriqui,
Panama; and their Attomey Guslavo Javier Montilla, Investor.Jatnes Falgout
is placed under atrest. by the Public Ministry Officer Yariela Rodtigyez to
foree: James Falgout to an unfait interrogatory designed to make him make a
compromised statement without his attorney present to make a confession as
to & yupposed cfime that the Public Ministry of Batu, Chirigqui. Panania has
withiout any type of investigation or due process found the Ynvestor James
Falgout guilty of a countet lawsuit allowed by the ‘Public Ministry for
defamation. charges, never investigated when the Investors placed the initial
lawsiiit and-these charges against James Falgout lack merit for jail. Threats
were made by the Public Ministry Officer Yariela Rodriguez against Investor
Jamnes Falgout that James Falgott would be:dstaified in jail in afiother location
if he did not actept the actusstions. The police of Piiertp Armuelles agreed
that the actions against the Investor James Falgout are illegal and are an dbuse
cotiducted by Public Ministry Officer Yariela Rodriguez. When the lawyyer of
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Jafnes Falgout showed up and James Falgout stated that he had the right to not
allow atly interrogatory against him under Article 25 of the Constitution of
Panama. which is Jegitimate right, he is released and the Public Ministry of
Bird. ¢onduicts no investigation -of the harassment against Investor James
Falgout.

i o Angust 2012 — The Govemor of Chiriqui, with her legal depattment, are

| shown by the Investors vidéo, photos, and testimony of the logistics of
narcotics trafficking on the: illegal road on the private property of the
Investors: The Govemnor denies: full protection and security to Investors®
Investment expressly in Résolution 097.

s NQVeﬁxbe_r 2012- the Investors are told in a.meeting with the Panama State
Agency, the Office of Defense of the People of Panama that the Mayor of
Baniis-very well protected within the hierarchy of the political infrastructire
of Panama and because of this the Mayor does s he pléasss without
coniséguences as to the law: Within this same meeting it was: stated by the
Defense of the People thdt. Panama does not respect ihieir obligations under
Intetnational Treaties it Iitertiational La.

IV. Losses

Paname’s improper denial of the Investors:itle t3 the 6 hectates 481213

2 of beachfront Jand and Panama's condoning of the illegal foad throvgh the

Inivestors® property, together with the continuing State sanctioned harassment and

w=i

vichmization of ‘the Investors has entitely destroyed Investors’ investment
invplving thie development of the Pacific Coastsl Resort: Commuiiity-of Villas de
Plags. Toriig. Asa cofisequence, the Ivestors hayve been reduced to planting

cocontts-on their propeity. This was never ths intent of plan for their investment
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and even this is stymied and thwarted by arsons and the police’s refusal to
properly investigate the same.

II. Panama’s Violations of the FTA and BIT and Customary
International Law

1. Panama’s viglation of the guarantees provided under the BIT

Snch meastres of Panama as the expropriation of the investment of the Inyéstors
i Pansfng, deptiving the Investots of the value of their investment and entitlement to full
payment and profit from its ibvestment as well as the failure of Panama to pay adecjuate
and prﬁmﬁ't sompensation related to the investments.are nnlawful measures attributable o
Patiatna. By enforeing these unlawful measures, Panama violated several of its
dbligations uhderthe FTA and BIT. The violations include, but are not limited to, the
following: |

. Violation of the guarantees under Article 10.3 of the FTA {Article IX .
of thié BIT) — Pangma’s duty to accord to the Investors investment treatment no less

favorabletan that accorded 16 investinents of Panamanian investors and investments of

investots of any third state or other U.S, investors. Atticle 10.4'of the FTA and Article IT

BlTl'ﬁBOfpﬁrﬁtéSthemore favorable quigaﬁpns of Panama contained in other investmient

theatiss. Thsysinocinde but are not limited to:

-= Panama’s duty to treat Investors’ investinent in sccordance
witht intérnational Jayr.

Atticle 10:3.of the FTA (Atticls I1of the BIT) incorporates the duty of Panama to freat

e Triyestors” fnvestinent in accordance with international law principles. The treatment

ofthe Jnvesters by Pastarha evidences a denial of justice by Panama against the Invgstors

and their irivéstient, it breach of obligations under public intemational law.
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- Panama’s duty to provide fair and equitable treatment,
Article10.5 of the FTA (and Article IT of the BIT) incorporates the duty of Panama to
provide fit and equitable treatment to Investors’ investment, The above described
utilawfiil tneasures-are evidence that Investors” investments have been treated if an unfair
and jnequitable way. The unlawful measures wete based-on contradictory, arbitrary and
unreagonible actions by Panama.

- Panama’s duty not to discriminate,

Atticle 10 of the FTA (And-Asticle T.of the BIT) ihcorporates the duty of Panama not to
discrimiinate against Invéstors, Through its unlawful measures, Panama discriminated
agdinist -and displayed bias to the detiment of Investors. In this regard, for example;
Itvestors: ars - aware of the Pacific Goastal Resort Residential Community located less
thah 30 kilothsters from Taveéstors’ planned investment called La Barqueta, Las Olas,
8.4, that 1§ ik tegistered. us an approved project by MIVIOT.

. Violation of the guarantees nnder Article 10.7 of the FTA. (Axticle IV

of the BIT) < Panama’s duty not to subject the Investors” investments ditectly or

. inditestly to expropriation or to measures having similar effects without a public puipose,

without protpt.adequate and effective compensation, without discrimination and in
aceordance with due process of law and the application of the principles of treatment
contained in Arficles 10.5 of the FTA and Adicle Il of the BIT,

. Viblitioni of the guarantees under Article 10.5 of the FTA (Article IL2
of the BIT) - Panama’s dnty to provide to the Investors® full protection and security and

1o provide the level of police protection required under customary international law.
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The above-deseribed unlawful measures deprived Investors of valuable assets
inoluding; but npt limited to, acess to its property and prevention of its intended use.
These mensures have also led to.the confiscation of those assets in a discriminatory’
ffintier, in violation of due process of law and without compensation. Panama, having
expropriated Investors investment, is therefore obligated to pay compensation in
accordance with:Article 10.7 of the FTA (Article II of the BIT). Moreaver, the
Gortindots harassment of the Investors by the Panamanian authorities, eitherby or with
the-knowlédge of, the police, violated the Investors rights to full protection of the law
under the BIT/RTA.,

2.  Panama’s violatipn of guarantees under Customary Infernational
Law '

As foreign investors, Investors’ benefit from the legal guarantees that exist under
Gustornary international law, which are independently binding on all states.

Pantrtia’s unlawfil measures constituted violations of, among others, the
following rights underinteratiorial law and international customary law:

' @) iheguarantee against unlawfil expropriafion, which inchides
eip‘rdyﬁaﬁoﬁ’thﬂtfis'ﬁb’tmmpﬁniédﬁby adequate effective and prompt compensation
and exproprintion nndertaken without dus process of law (and as provided for in Article:
107 of the FT:A freaty also); |

{(b)  theg guarantec of a minimum standerd of treatment, including fair and
mtablemhnant,andfull Protection and security for the investment;

{(c)  the gyarantee agginst disciimination; and

@  the goaranfee agninst denial of justice.
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IV. Damages

As a resnlt of Panama’s above-outlined unlawfiil measures under the FTA, as well
as its fiurnerous breaches of customary international law, Investors® has suffered losses
and damages in an anount to be fully quantified, but in any event, ﬁm Iess than USD
$98,483,753,11, exclusive of interest, a nurtber of consequential damages and legal fees
afd Gosts,

Y. Bettlement of The Dispute

Pahama is bound to fully compensate Investors for its breaches of the guaraniges
it provided under the FTA (or BIT) as well as under customary intémational law. The
Investors are teady to commence arbitration and/or any other legal procedure to receive
qupensaﬁon of their damages, ‘The Inv&etors are also, however, wil]mgtq digcuss,
without prejudice and with full reservations, the form and amount of ari amicable
settlement as'well as'providing Patiama with additional informetion and docurnentation
as may be requested by Pananta, Failing such an amicable settlement, Investor shall
commence international legal procedures against Panarng as provided for under the FTA

{ot BIT),

Respectfully Submitted,

Roniai'r I MéHugh, Esg.
Auoihey At Law
Ahareholder ;
Bmley%;aw e

805 15 Street, N.W.

Washington D.C.
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USA

202:280.3310 (phone)

202 887 ‘8044 (fax)
mnchogh@baileylawpe.com

Dated: 31 December 2012
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