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SUMMARY

This report depicts a legend of connections between interested parties on the island of
Espiritu Santo dating back to the colonial era of Vanuatu, These parties have over the last
20 years of Independence, been in contact with the political leaders of the Union of Moderate
Parties (UMP). Their aim is to set up an autonomous jurisdiction exempt from all duties and
taxes on the island of Santo called a free trade zone. While technically not illegal, this may
result in attracting unscrupulous investors to settle in the country.

The Office of the Ombudsman found that a US citizen, Mr. Michael Oliver initiated the
proposal for a free trade zone in Santo, Mr, Oliver has had a long history in connection with
land in Santo prior to Vanuatu's Independence on 30 July 1980. Mr. Oliver's investment
plans were unsuccessful then but he subsequently joined alliances with Bramad Pty Ltd,
Cody Investments Ltd and Israel Mondragon Group to return to Vanuatu to fulfil the plans for
a free trade zone. A more recent attempt has been crafted by Mr. Stefan Mandel, a close
business associate of Mr. Oliver and who is a member of the Israeli Mondragon Co-operative
Society. Mr. Mandel is the Managing Director of the Cody Investments Ltd.
Mr. Mandel has been appointed by Mondragon to facilitate their proposed free trade zone
project with the Vanuatu Government.

The investigation of the Cmbudsman also found that in 1991 when UMP went into power the
President of UMP, Mr. Serge Vohor and the Treasurer, Mr. Willie Jimmy, signed an
agreement for land in Santo with Bramad Pty Ltd. The signed document detailing the
proposed free trade zone shows that the amount of land required covers an area of not less
than 80,000 hectares. In 1992, Bramad Pty Ltd. sold this |ease agreement to an lrish
registered company called Cedy Investments Ltd.

Cody Investments, Mondragen and others entered into a Financial Guarantee Bond with the
government of Vanuatu to the amount of USD3,000,000. This is to be used by Mondragon to
purchase 49% of Air Vanuatu. Mr. Avi Edelman, the Secretary General of Mondragon Group
confirmed that Mondragon arranged for a guarantee/performance Bond, through an
American Insurance Company. However. the negotiations were unsuccessiul and the Bond
was returned to the American company. This information by later refuted by Mondragon's
lawyer who claimed the Bond has been issued.

The Ombudsman also found that MP Willie Jimmy, Mr. Roy Mickey Joy and Mr. Emil Mael
reguested financial assistance from Mr. Mandel outside of official government procedures.
Mr. Howard Aru benefited from this assistance by attending a course in Ireland. Such
assistance given outside of the government established procedures was improper. The
Israeli Mondragon Group have a vested an interest in setting up a free trade zone project in
Vanuatu, It was improper for Government officials to request financial assistance from them
as this act may have undue influence on the officials to act impartially. Furthermore, those
public officials who made such a request and have received and benefited from such
financial and other assistance 'in kind' were directly involved in the policy decision to grant a
certificate and business license to the Mondragen Group.

The Ombudsman made the following findings of alleged misconduct on the part of certain
public officials implicated in this report:

1. Mr. Willie Jimmy, as former Deputy Prime Minister in the Government of Vanuatu was
tound to have breached Articles 66(1)(a){c) & 67 of the Constitution. He had placed
himself in a position in which he could have a conflict of interest and used his office for
personal gain by using his position in the Government to fulfil his political party’s
promise. His conduct to sign a document and commit the Government of Vanuatu to



the proposed project was improper and premature as the Vanuatu Government knew
very little about the investors involved. Such activities raises questions about
Mr. Jimmy’s integrity as the State Minister at that time, his current position as Member
of Parliament, and as a leader.

Mr, Jimmy may have also breached Section 23 of the Leadership Code Act when he
improperly requested financial assistance from Mr. Mandel.

The Ombudsman found that Mr. Roy Mickey Joy may have also breached Articles 66(1)
& (2) of the Constitution. Mr. Joy allowed his integrity to be called into question when
he used his position as Chairman of the Vanuatu Foreign Investment Board (VFIB) to
ask for and obtain financial assistance for Mr. Howard Aru and Mr. Emil Mael from
Mr. Mandel. This request has given rise to doubt in the public mind as to whether such
benefits may have influenced the decision of the VFIB on Mondragon Group’s
application to invest in Vanuatu.

Mr Joy was also found to have allegedly breached Section 23 of the Leadership Code
Act. Mr Joy is the Chairman of the VFIB, which have the obligation under the Foreign
Investment Act to give approval to grant business licenses to any investors who have
an interest to invest in Vanuatu. Mondragon Group has lodged an application to the
VFIB when Mr Joy requested financial assistance from Mr Mandel.

Mr Howard Aru, Chief Executive Officer of the Foreign Investment Board was found
also to have allegedly breached Articles 66(1) & (2) of the Constitution.
Mr. Aru allowed his integrity to be called intc question when he appeared to have used
his position and office to his advantage and benefit in accepting the financial assistance
from Mr. Mandel to attend the training course in Ireland. This financial assistance has
given rise to doubt in the public mind as to whether such benefits and advantage have
influenced the decision of the Foreign Investment Board when considering
Mondragon's application to invest in Vanuatu.

Mr Aru may have breached Section 23 of the Leadership Code Act. Mr Aru is the CEO
of the VFIE, which has the obligation under the Foreign Investment Act to give approval
to grant business licenses to any Investors who have an interest to invest in Vanuatu.
Mendragon Group has lodged its application to VFIB when Mr Aru had benefited from
the financial assistance requested from Mr Mandel and the Mondragon Group.

Mr, Emil Mael, Member of the Foreign Investment Board may have breached Articles
66(1) & (2) of the Constitution. Mr. Mael allowed his integrity to be called into guestion
when he appeared to have used his position and office to his advantage and benefit,
when he requested and obtained financial assistance from Mr. Mandel. Mr. Mael claims
the financial assistance provided by Mr. Mandel. The money was used to carry out a
feasibility study of the proposed area in Big Ba\bf for Israeli Mondragon Group's project.
Such financial assistance has given rise to doubt in the public mind as to whether such
benefits may be used as an advantage to influence the decision of the Foreign
Investment Board on Mondragon Group’s application to set up a Free Trade Zone in
the country.

The Ombudsman found that Mr. Mael may have also breached Section 23 of the
Leadership Cede Act, when he requested and received financial assistance from
Mr. Mandel.



The Ombudsman recommends that:

1.

The Government of Vanuatu make a declaration that the Contingent Contract of Lease
and Memorandum of Understanding signed by government officials and
representatives of the Mondragon Group is neither official nor legally binding under the
laws of Vanuatu.

The Ministry of Lands delay signing a land lease for this proposed free trade project
until the VFIB verifies the true intent and investment capability of the Mondragon
Cooperative Society to the Government, land owners and the pecple of Vanuatu.

The position of the Chairman of VFIB be awarded to an independent person well
versed with investment matters preferably from the business community. Senior public
servants should not hold such positions, either in the VFIB or other public statutory
bodies.

The Public Prosecutor decide if there are sufficient grounds to lay charges to prosecute

Mr. Roy Mickey Joy, Mr. Emil Mael, Mr. Howard Aru and MP Willie Jimmy for alleged

E’reaches of the Leadership Code and other offences committed under the laws of
anuatu,

The Public Service Commission consider taking disciplinary action against
Mr. Roy Mickey Joy, Mr. Emil Mael and Mr. Howard Aru if the allegations of misconduct
in office made against them in this report pursuant to the provisions of the Public
Service Act No.11 of 1998,

The Vanuatu Government cease to deploy government officials and resources on this
proposed project until such time that public officials understand their functions and
comply with the laws of Vanuatu. By allowing themselves to be influenced and
manipulated by the promise of financial gain or other benefits shows that public officials
are unaware of, or deliberately choose not to follow established procedures under the
laws which govern their respective ministries.

The Foreign Investment Act be reviewed and amended to include provisions for
building its investigative and regulatory capacity to be able to quickly identify genuine
from unscrupulous investors to prevent them from operating in Vanuatu.

' This should include practical examples of past and current projects being carried out in other
carts of the world. At the very least, the VFIB ought to obtain a prospectus, or profile of the Israeli
Mondragon Group and its legal standing in lsrael.
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MAIN ISSUES IN THIS REPORT

Alleged improper requests for financial assistance and other benefits by
government officials,

Alleged bribery of government officials.

Alleged breaches of the Leadership Code by public officials.

JURISDICTION

The Ombudsman made this report under the provisions of the Constitution, Leadership
Code Act and the Ombudsman Act, The above laws give power to the Ombudsman 1o
inguire into the alleged breaches of the Leadership Code and solicitation of bribes of
government officials by certain foreign investors. In this repart, an enguiry was made
into the conduct of some officers of the Vanuatu Foreign Investment Board, Lands
Department and Members of Parliament who all come under the jurisdiction of the
Ombudsman.

The main issues identified during the enguiry were; alleged breaches of the
Leadership Code and alleged bribery of government officials by investors.

This Office collects infermation and documents through informal request, summons,
letters, interviews and research.”

RELEVANT LAWS, REGULATIONS AND RULES

A brief summary of the law is provided in this section while the full text is attached as
Appendix “AAA".

Constitution:

The Constitution defines who is a leader and lists the duties and conduct expected from
a leader.

The Leadership Code Act:

The Act provides for the leaders' code of conduct, defines duties of the leaders and
outlines breaches of the Leadership Code.

Foreign Investment Act:

The Act defines the criteria an interested investor must meet to invest in Vanuatu and
be issued with a certificate before any investment is carried out. It also provides for the
investor to declare information on personal particulars such as criminal records, tax
evasion convictions and bankruptcy records.

The Financial Transactions Reporting Act

This act provides for the establishment of the Financial Intelligence Unit and its
obligation to report suspicious transactions.

* Certain documents classified as "restricted" ar "prohibited" abtained during the course of this
enguiry were included in the confidential working paper pursuant to section 27(8) of the
Ombudsman Act. This was to provide a complete understanding of the report to those implicatad.
The Ombudsman is not disclosing this prohibited or restricted information in the public repont
pursuant ta section 27 (1) (a) of the Ombudsman Act,
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THE FACTS
DECLARATION OF PRINCIPLE

On 14 October 1891, the Declaration of Principle was signed by the Union of Moderate
Parties (UMP). The signatories were Mr. Serge Vohor, the President and Custom-
owner, Mr, Jean Marie-Leye, Vice-President and Mr. Willie Jimmy, National Treasurer

The Declaration of Principle stated that upon winning the forthcoming national election
in 1991, UMP agreed to form a government dedicated to free trade to enhance and
develop the economy of Vanuatu. The intention was to implement a free trade enclave
pattern following the present Hong Kong structure. Such a free trade zone would have
an area of not less than 80,000 hectares.

The free trade zone would be established through a lease with a term of ninety-nine
years. The lessee would be Bramad Pty. Ltd of 5t. Kilda Road, Melbourne, Australia.
Alternatively its neminee would buy an annual lease for that portion of land actually
used or selected for development by Bramad Pty. Ltd or its nominee at an annual rate
determined in United States currency per hectare,

The lessee would have the right to assign or sub-lease the property or any portion
thereof in accordance with the laws of Vanuatu, for those purposes set forth in the
Declaration. Each successive sub-lessee or assignee shall have the same right (see
Appendix “A” for details of the Declaration of Principle).

CONTINGENT CONTRACT FOR LEASE

On 14 October 1991, the Contingent Contract for Lease was signed between
Mr. Serge Vohor, (custom land-owner) and Bramad Pty Ltd. According to this lease
contract, the sum of one hundred and fifty thousand US dollars would be provided to
UMP for expenses in connection with the election. The funds would be provided upon
presentation of bona fide receipts for expenditures by UMP and would be expended
solely for the purpose for providing UMP a fair chance of reaching the voters of
Vanuatu with their message and platform in the upcoming election.

The agreement would come into effect to the benefit of the parties and be binding upon
the parties and their heirs and their assigns. The parties agree that the lessee may
assign its interest in this agreement to a third party. The agreement would be subject
to the laws of Vanuatu (see Appendix “B” for details of the Contingent Contract for
Lease).

THE DEED MADE BETWEEN BRAMAD AND CODY INVESTMENTS

On 20 January 1992, a Deed was signed between Bramad Pty Ltd and Cody
Investments Limited, a company registered in Ireland. This allowed Cody Investments
to buy one hundred per cent (100%) cwnership of the Contingent Contract of Lease
and rights under the Declaration of Principle from Bramad Pty Ltd for the sum of
US$60,000.00 (see Appendix “C” for details of the Deed)

THE DEED SIGNED BETWEEN CODY INVESTMENTS AND CARMAL
PROPERTIES INC.

On 27 of September 1988, a Deed was signed between Cody Investments Ltd and
Carmal Preperties Inc, a company registered in the British Virgin Islands. The Deed
was for Carmal Properties Inc. to take over about 15% ownership of the Contingent
Contract Lease and rights under the Declaration of Principle. The Deed mentioned that
Carmal Properties Inc. undertakes to invest or cause the investment of USS$ 2.5 million
in the development of land in Vanuatu, over a period of three years from the date of this
Deed (see Appendix *E” for details of this Deed).
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MEMORANDUM OF UNDERSTANDING

On 22 July 1999, a Memaorandum of Understanding (MOU) was signed in London
between Mr. Willie Jimmy, Deputy Prime Minister of Vanuatu and the Honorable Lord
Keyes of the Mondragon Group/Cedy Investments.,

Subject to aobtaining the relevant approval freom the authorities in Vanuatu and
complying with the relevant laws the country, the parties to the MOU confirmed their
interest and agreed to cooperate for the execution and promotion of the following
projects:

Free Trade Zone: The Mondragon Group intends to lease or buy an area of 80,000
hectares of land on the island of Santo for establishing a free trade zone with full
exemption from all taxes, duties and ather levies.

Consular Services. The operalion of consular offices of the Republic of Vanuatu with
financial support from Mondragon Group world wide, starting in Israel and Belgium.

Internet: Internet operation on an exclusive basis of a EPecializecI internet technology
entailing the use of the Vanuatu internet suffix prefix “VU" to be established, operated
and funded by the Mondragon Group.

Air Services: The Government of Vanuatu confirmed its interest and commitment to
upgrade and enlarge its international airpert and the Mondragon Group confirmed its
interest in purchasing at least 49% of Air Vanuatu.

Fishing: Fishing rights within the territorial waters of the Republic of Vanuatu would be
given to the Mondragon Group upon terms and condition to be agreed upon by the
parties, (See Appendix “I" for the details of the MOU)

CODY INVESTMENTS LIMITED

Cody Investments Ltd is a company registered in Ireland. The company has an
authcrized capital of 10,000 British pounds sterling, which is equivalent to 2,054,000
vatu. The paid up capital of the company is equivalent to 2 British pounds sterling in
two shares valued at one British pound sterling each. Cody Investments Ltd. is based in
Ireland (see Appendix H).

UNITED FIDELITY CORPORATION.

The United Fidelity Corporation was created and operates under the laws of the Cook
Islands. The Company appointed Mr, Sanford Lee Wolok as one of its "true and lawful
Attorneys in Fact' in the Financial Guarantee Bond given to the Vanuatu Government.
United Fidelity Corporation and Mr. Wolok had also been involved in financial
transactions in the Cayman Islands, the USA and with two other companies from South
Africa and Bulgaria. Mr. Wolok was named in these three separate documents that
United Fidelity Corporation has been involved in as Bonding Agent and Attorney in Fact
(see Appendix D1).

FINANCIAL GUARANTEE BOND

In this Financial Guarantee Bond, Cody Investments Ltd., Economic Development
Corporation Investments Ltd (EDCI). and the Mondragon Co-operative Society Ltd are
named as “The Principal”, United Fidelity Corporation is “The Surety” and the
Government of the Republic of Vanuatu is held as “The Obligee”. The Bond says that
the Principal and the Suréty are held and firmly bound unto the Obligee to the sum of
$3, 000, 000 (three million USD), provided the purchase option has been activated by
the Principal and accepted by the Obligee. The Principle has agreed to an opticn to
purchase forty-nine percent (49%) of Air Vanuatu from the Obligee and the Obligee has
agreed to sell to the Principal. This interest in Air Vanuatu pursuant to the Purchase
Option Agreement between the parties. (see Appendix D1)
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THE MONDRAGON COOPERATIVE SOCIETY LIMITED

The Mondragon model in Spain was created as a cooperative model, functioning
successfully since 1956 in the town of Mondragen in the Basque region, in Northern
Spain. Mondragon Spain has developed into a self-sufficient "economic-enclave®. The
capital value of Mondragen Cooperative in Spain is estimated to be 15 million US
dollars. The cooperative provides to its members employment and social services,
schools, a university, hospitals, retirement homes, cultural institutions, banks and other
gstablishments. Based on the above model, a group of business people and
professionals have created the Israeli Mondragon Cooperative Society Ltd. This is to
develop an autenomous and international economic, cultural and social enclave.
Participation in the initial capital of the Society, to the amount of $15 million, shall not
entail any financial or other risk on the part of the members. One of the goals of the
Israeli Mondragon Group is to acquire a ninety-nine year lease in an offshore
environment, in order to establish a Free Trade Zone and Financial Center. They
decided to choose Vanuatu to do this (see Appendix EEE)

FREE TRADE ZONE

A Free Trade Zone is an isolated, enclosed and policed area in or adjacent to a port of
entry. |t does not have a resident population, it is furnished with facilities for loading
and unloading, for supplying fuel and ship’s stores, for storing goods, and for reshipping
them by land and water. It is an area within which goods may be landed, stored, mixed,
blended, repacked, manufactured and reshipped without payment of duties and without
the intervention of custom officials.

A free trade zone allows for the free entry of raw materials, components and finished
goeds of foreign origin and their subsequent re-exportation without being subject to
customs duties and import and expott regulations and controls. The aim of a free trade
zone is to encourage and expedite foreign trade by eliminating the payment of customs
duties unless and until foreign merchandise is imported into the host country’s custom
territory.

The free trade zone includes the right to absorb immigrants. It has full exemption from
all taxes, duties and other levies and from banking, currency, postal and other
regulations. The free trade zone would establish its own bank, insurance company,
postal service, currency, departmental stores, manufacturing plants, hotels and
agricultural ventures. Within the framework of the Mondragon Group principles, the
Free Trade Zone area to be established in Big Bay, Santo would also serve as an
International Financial Center. Examples of free trade zones include: Sky City,
Brisbane, Australia, the Isle of Man, Mauritius, United Arab Emirates and Uruguay. The
intention of the Israeli Mondragon Cooperative Society is to establish a Free Trade
Zone in Big Bay area in Santo covering an area of 80, 000 hectares of land. (see
Appendix EEE).

APPLICATION BY THE ISRAELI MONDRAGON GROUP TO THE FOREIGN
INVESTMENT BOARD

The Israeli Mondragon Group submitted an application of interest to invest in Vanuatu
to the Vanuatu Foreign Investment Board (VFIB). The project description in the
application is to develop a Free Trade Zone in an area designated by the Government
of Vanuatu. n (see Appendix Z).

MR. STEFAN MANDEL

Mr. Stefan Mandel, is the Managing Director of Cody Investments whe has business
ties with Israeli Mondragon. Mr Mandel is negotiating with the Government of Vanuatu
on behalf of his company Cody Investments Ltd and the Israeli Mondragon Cocperative
Society. Mr. Mandel is a member of the |sraeli Mondragon Group but he does not hold
any positions in the Beard of the Mondragon Group. The Australian Security
Commission (ASC) has investigated Mr. Mandel over his invelvement in the Australian
Lottery activities,






4.13

52

53

54

5D

5.6

L
-l

5.8

5.8

On 17 August 1985 Mr. Mandel was declared bankrupt in Australia. Mr. Mandel was
not living in Australia when the court made the declaration of his bankruptcy. (see
Appendix V1).

THE RIGHT HONORABLE LORD KEYES

Lord Keyes represented Cody Investments Ltd and the Israeli Mondragon Group during
the signing of the MOU with public officials of the Government of Vanuatu in London on
22 July 1999 (see Appendix | ).

OUTLINE OF EVENTS

On 14 October 1981, the Declaration of Principle was signed between the following
UMP leaders, Mr. Serge Vohor, President, Mr. Jean Marie-Leye, Vice-President,
Mr. Willie Jimmy, National Treasurer. Mr. Vohor also signed as Custom Owner in this
document (see Appendix A).

On 14 October 1991, Mr. Serge Vohor signed the Contingent Contract for Lease as
custom owner with Bramad Pty Ltd of St. Kilda Rd. Melbourne, Australia (see
Appendix B).

On 20 January 1992, Bramad Pty Ltd sold the rights of the Declaration of Principle and
Contingent Contract of Lease to Cody Investment Ltd, a company registered in Ireland
far US%SO,GDG.DG (see Appendix C).

In July 1983, Mr. Stefan Mandel published an article about the investigations carried
out by the Australian Security Commission (ASC) over his involvement in Australian
Lottery activities (see Appendix D).

On 27 September 1998, Cody Investments Ltd sold 15% of the rights of the Declaration
of Principle and Contingent Land Lease to Carmal Properties Incorporation. Carmal
intended to invest or cause the investment of an amount of US$ 2.5 million in the
development of land in Vanuatu, (see Appendix E).

On & July 1999, Lord Keyes sent an invitation to the former Deputy Prime Minister,
Mr. Jimmy, on behalf of the Vanuatu Government to attend a business conference in
London scheduled for 21 July 1999, Cody Investments Ltd organized this conference
based on preliminary discussions held between Mr. Michael Oliver and Mr Mandel (see
Appendix F).

On 13 July 1989, Mr. Jimmy confirmed that a number of discussions were held
between himself, Mr. Mandel and Mr. Oliver for the project in Big Bay. Mr. Jimmy also
confirmed his participation in the conference which was held in London on 21 — 23 July
1999, He requested Mr. Mandel pay for the airfares of the Vanuatu Government
delegation to the conference. The members of the delegation were Mr. Jimmy, Deputy
Prime Minister, Mr. George Maniuri, Director General, Ministry of Trade & Business
Development, Mr. Hamlison Bulu, the Attorney General and Mr. Roy Mickey Joy,
Director, Department of Trade, Industry & Investment (see Appendix G).

On 13 July 1989, Vanuatu Financial Services Commissicn informed the Ministry of
Trade and Commerce that the report received on Cody Investments Ltd. indicated that
the company did not have the financial strength for proposed projects such as Free
Trade Zone. The report shows that the company has an authorized capital of 10,000
pound sterling which is equivalent 1o 2,054,000 vatu. The paid up capital of the
company is two (2) shares valued at 2 pounds sterling (see Appendix H).

On 22 July 1999, Mr. Jimmy, Deputy Prime Minister of the Government of Vanuatu and
Lord Keyes cf the Mendragen Group/Cody Investments signed the Memorandum of
Understanding (MOU) in Londen. The parties to the MOU confirmed their interest and
agreed to cooperate for the execution and promotion of the following projects, a Free
Trade Zone, Consular Services, Internet. Air Services and Fishing Rights. (see
Appendix I).

10
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On 23 July 1999, Mr. Leon Katty of Santo sent a handwritten fax to Mr. Oliver to
advise that he had found an area to build the free trade zone in Santo. Mr Katty
explained that he had earlier sent the plan of the area and the map of Santo
Mr. Oliver. (see Appendix J).

On 3 August 1889, Mr. Jimmy sent a letter to Lord Keyes to thank him for the
invitation to attend and participate at the Business Conference in London. He stated
that the Government would provide the necessary administrative support through
various forms of concessions to ensure that the projects were carried out with minimal
delay and disruption (see Appendix JJJ).

On 5 August 1999, the Foreign Investment Board members made a visit to Matantas
village in Big Bay. The purpose of the visit was to introduce the idea of the proposed,
Free Trade Zone project to the chiets and the custom land owners of Big Bay (see
Appendix K ).

On 9 August 1999, Director of Trade, Industry & Investment, Mr. Roy Mickey Joy sent a
fax to Mr Mandel to inform him about the Fereign Investment Board visit to Big Bay. He
stated that the chiefs and custom land owners in Big Bay expressed support for the
preject (refer to Appendix KKK).

On 16 August 1899, Mr. Mandel sent a letter to Mr. Joy and asked for Air Vanuatu's
latest balance sheets, including current ( unaudited ) financial reports and the amended
version of the Foreign Investment Bill (see Appendix LLL).

On 23 August 1999, the Principal Lands Officer, Mr, Emil Mael sent a letter to
Mr. Mandel and requested financial assistance to assist Lands officers to visit the
proposed project site in Big Bay. Mr. Masl requested US$1,000.00 from Mr. Mandel.
Mr. Mael advised him to send the amount through his personal aceount in the National
Bank of Vanuatu via Chase Manhattan Bank in New York, USA (see Appendix L).

On 23 August 1999, Mr. Joy sent a letter to Mr. Mandel and advised that he had
discussed the project with the two Members of Parliament for Santo, Mr. Serge Vohor
and Mr. James Imbert and they confirmed their support for the project. Mr. Joy also
stated that the Council of Minister had decided on 11 August 1999 to sell 49% shares
of Air Vanuatu to Israeli Mondragon Group and Cody Investments Ltd. Mr. Joy advised
Mr. Mande! that he could not obtain a copy of Air Vanuatu’s unaudited accounts as
requested by Mr. Mandel. Mr. Joy also requested Mr. Mandel to establish a slush fund
between Mr. Mandel and the Lands Department. Mr. Joy had instructed Mr. Mael,
Principal Lands Officer to request money from Mr. Mande! (see Appendix M).

On 23 August 1999, Mr, Japhet Peter of the Natano Trading Company in Santo sent a
letter to Mr. Oliver to advise that the Vanuatu Government has its own institution, the
Foreign Investment Board that deals with foreign investors interested in investing in
Vanualu. He also advised Mr. Oliver that there are no provisions in any law that gives
any rights to the Government to own land. A custom land owner has the legal right to
stop any project, or dispute the use of the land if he is not satisfied with the project
proposals. Mr Peter gave this advice because Mr. Oliver had indicated his interest to
set up a project in the Big Bay area rather than Fanafo area which was previously
Eropc:-sed. Mr. Peter went on to advise Mr. Oliver that the custom land owners of Big

ay had nominated him as their agent in Luganville to facilitate and negotiate any
projects (see Appendix N).

On 25 August 1899, Mr Mandel advised Mr Joy by fax that he had sent $1,000 through
telegraphic transfer to Mr Mael. This financial assistance was sent to facilitate the
Department of Land officers to carry out their activities in relation to the gaining
consensus among the chiefs in regard to Mondragen Group’s proposed free trade zone
project (see Appendix O).

11
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On 26 August 1999, Mr Mael sent a letter to Mr Mandel to thank him for his prompt
action and response for financial assistance. He confirmed that part of the money
would be given to Chief Solomon of Matantas Village, Big Bay who also asked for
funds in order to convene the meeting with other chiefs in Big Bay.

On 6 September 1999, Mr. Mael sent a report on how the US$1,000.00 was used to
Mr Mandel. Mr Mael confirmed that $500 was given to the chiefs. Mr. Mael also made
a request for further financial assistance to Mr. Mandel. He advised that in order for the
land officers to be able to convene further meetings with the chiefs of Big Bay on the
proposed Mondragen project, they required an amount of US$2,500.00. He again
advised Mr. Mandel of his National Bank personal account number so that this amount
could be transferred via Chase Manhattan Bank of New York, USA (see Appendix P
for details).

On 21 September 1999, Mr. Mandel confirmed his association with Mr. QOliver in a letter
to their plans in the MOU. Mr. Mandel advised that Economic Development
Corporation Israel Lid. (EDCI Ltd.) is an investment arm of the whole Gody/Mondragon
project. Mr. Mandel advised that EDCI Ltd. is the entity that is purchasing the 49%
shares in Air Vanuatu, indicated in the memorandum signed in London (see Appendix
R).

Mr. Oliver sent a fax to Mr. Japhet Peter and others to say that he decided to withdraw
his support frem any group which is now working towards establishing a free trade
zone in Vanuatu (see Appendix S).

On 7 October 1999, the Head of the Environment Unit, Mr Ernest Bani wrote a |etter to
the Prime Minister, Mr Donald Kalpokas to voice his concerns about the proposed free
trade zone project. Mr Bani raised questions about whether the project was genuine
and why the Environment Unit had been excluded from the negotiations when they
have been working within the Big Bay area on the Naticnal Reserve area for the past
five years. Mr Bani raised concerns about the involvement of various Government
bodies such as the Foreign Investment Board’'s approval of the project, project
application documents, absence of negotiator certificates, how funds are being
committed in the negotiation process so far and the sources of funding. Mr. Bani
stressed the importance of the CRP principle of transparency and accountability (see
Appendix T).

On 11 October 1999, the Director General of the Prime Minister's Office, Mr, Jean Sese
sent a memo te Mr Bani of the Environment Unit. Mr. Sese confirmed that his office
was not aware of any decision by the Vanuatu Government authorizing Mondragon
Group to carry out a free trade zone project in Big Bay or anywhere in Vanuatu (see
Appendix TTT).

On 11 October 1999, the Attorney General advised Mr. Bani by letter that a mesting
has been called for all parties involved in this project for 13 October 1999, at the
Council of Ministers’ conference room to discuss these issues raised by Mr. Bani (see
Appendix UUU),

On 11 October 1999, Mr. Oliver declared to have severed all ties with Mr. Mande! and
any of his associates, companies or other entities (see Appendix U)

On 12 October 1989, Mr. Mandel sent a fax to Mr. Allan Kalfabun at the National
Tourism Office and stated that the Mondragon Group is involved in negotiations with
Vanuatu Government for the purchase of 49% shares of Air Vanuatu. Mr. Mande! also
stated that Mondragon would also be involved in the development of other projects on
Santo and the establishment of a Vanuatu Consulate in Israel. The Deputy Prime
Minister, Mr. Jimmy had suggested that Mr. Mandel contact the National Tourism
Office. Mr. Mandel requested promotional material on Vanuatu like publications or
videos to be sent to him via DHL (see Appendix VVV).
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On 12 October 1999, Mr Mandel sent a fax to Mr Joy and Mr Willie to advise that
Mr Oliver was trying to damage the plans for the proposed project in Big Bay.
Mr. Mandel also confirmed in this fax that he had paid for Mr. Oliver's expenses to
attend and participate in a business conterence held in London because of Mr. Oliver's
involvement in the Free Trade Zone in Big Bay since 1991. Mr. Mandel also asked for
the list of the Vanuatu Government delegation attending a meeting in Geneva on 15
October 1299 (see Appendix V).

On 14 October 1999, the Deputy Prime Minister, Mr. Jimmy raised his concern in a
letter to the Prime Minister, Mr. Kalpokas about the proposed Mondragen project. In
that letter, he confirmed that the project had not yet been considered for approval by
the Council of Ministers (see Appendix WWW).

On 7 December 1999, MP Willie Jimmy (Mr. Jimmy was no longer in Government) sent
a hand written fax to Mr Mandel to ask for financial support in order to get back into
Government. Mr. Jimmy indicated that he was elected the President of UMP. He
mentioned that the funds were needed to set up an office in Port Vila, buy a fax
machine, photocopier, computer, stationary, install a telephone and pay the salary for a
part time secretary, Mr. Jimmy stated that by having an office, he as Deputy
Opposition Leader and President of UMP will be in a better position to meet other
Parliamentarians to try to convince them to join his group in order to get back into
Government as soon as possible (see Appendix W).

On 17 December 1999, the Director of Trade, Industry and Investment, Mr Roy Mickey
Joy sent a letter to Mr, William Tari, First Political Secretary of the Ministry of Foreign
Affairs. In that letter, Mr. Joy advised that the Council of Ministers (COM) made a
collective decision and approved the proposed investment undertaking by Israeli
Mondragon Group in Vanuatu.

Mr. Joy also stated that the COM recommended that the Government would consider
and decide upon the candidate to be appeinted as Honorary Consul of Vanuatu in
Israel. Mr. Joy said the proposed candidate nominated by the Government was Major
General Daniel Rothschild. He advised the Foreign Ministry that in his opinion, the
Minister of Foreign Affairs, Mr Serge Voher should consider the appointment of Israeli
Consul immediately. Mr Joy further advised that the Government accept the offer that
the Cody/Mondragen Group would fund the establishment of a Vanuatu Embassy in
Brussels (see Appendix X).

Cn 28 January 2000, the Council of Ministers (COM) met and appointed Major General
Daniel Rothshild as Vanuatu's Honorary Consul in Israel (see Appendix Y).

On 31 March 2000, Israeli Mondragon Group submitted an application to the Vanuatu
Foreign Investment Board (VFIB) to invest in Vanuatu. The project description
indicated in the application form was to develop a Free Trade Zone in an area
designated by the Government of Vanuatu (see Appendix Z).

On 6 April 2000, the Training Manager of the Strategic Investment Program Course in
Ireland sent an email to Mr. Howard Aru to inform him about a course that would be
held in Dublin frem 19 — 30 June 2000. Mr. Aru was nominated to attend that course.
The total cost was $5,500 US dollars (see Appendix A1).

Cn 11 April 2000, the Chairman of the VFIB, Mr. Joy requested funding assistance from
the Prime Minister’s Office for Mr. Aru to attend the training course in Dublin. The total
amount requested was Vt986, 200, to include accommaodation, per diem allowance,
tuition, documentation, study tours and return airfare (see Appendix B1).

On 15 June 2000, Mr. Joy wrote a letter to Mr. Mandel and requested funding
assistance for Mr. Aru to attend this training course in Dublin. He requested 2,700
pounds sterling from Mr. Mandel to pay the course fees for Mr. Aru (see Appendix
C1).

On 5 July 2000, Mr. Aru arrived back in Vanuatu after attending the course partly
funded by Mr. Mandel in Dublin.
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On 12 July 2000, the Financial Guarantee Bond with a liability of US$3,000,000 was
presented to the Vanuatu Government with the intention of purchasing 49% shares of
Air Vanuatu. Signatories to the Guarantee Bond were representatives of Cody
Investment Ltd, EDCI & Mondragon Cooperative Society as the Principal to the bond,
and the United Fidelity Corporation as the Surety. The Vanuatu Government is held as
the Obligee in this Financial Guarantee Bond (seeAppendix D1).

On 26 July 2000, the Foreign Investment Board met and approved in principle the
Mondragon Group’s application for the free trade zone project in Sante (see Appendix
G1).

On 28 July 2000, Mr. Aru of the VFIB advised Mr. Mandel in a letter that the Board had
approved the Mondragon Group's application in principle to establish the Free Trade
Zone and other economic sector proposal projects in Santo. Mr. Aru also advised that
a requirement for the approval of the Mandragon proposal would be for Mondragon to
acquire all necessary documents in accordance with the appropriate laws of Vanuatu
(see Appendix H1).

On 8 August 2000, Ala & Co Barristers & Solicitors advised Mr. Aru about a libel action
against the Vanuatu Trading Post to be launched by Mr Mandel. Mr. Ala advised that
before the libel action could be sustained Mr. Mandel must show that what was
published in the Trading Post was false and defamatory. Mr, Ala also advised that the
information published by Trading Post came from an Israeli paper, Yediot Acharonot
Mr. Ala further advised Mr. Mandel to take action against the Israeli paper first. Mr. Ala
recommended for Mr. Mandel to refute the information published in the Trading Post by
telling the Vanuatu public his side of the story with evidence from law enforcement
authorities in the country of his citizenship, and in those countries where he normally
resides in. (see Appendix K1).

On 9 August 2000, Mr. Joy informed Mr. Mandel of the newspaper article from the
Trading Post and Israeli Newspaper about the proposed project in Vanuatu. Mr. Joy
stated that he is a believer in and an advocate of the Mondragon concept. He also
informed Mr. Mandel that the State Law Office has been cautioning the Foreign
Investment Board about the proposed deal, In his letter Mr, Joy stated that the State
Law QOffice may have done credit checks with the subsidiaries and corresponding
agencies overseas and are guestioning the credibility of the Israeli Mondragon Group
and the individuals behind the project. He stated that he would send some of these
documents from the State Law Office and newspapers to Mr. Mandel for verification
(see Appendix KKK2).

On 10 August 2000, Mr, Mandel sent a letter to the Prime Minister Mr Sope and stated
that the Mondragon Group has lodged a criminal charge against the Israeli newspaper.
He also remarked that libel charges were due to be lodged on September 1 2000
against the Vanuatu Trading Post (see Appendix L1).

On 15 August 2000, Mr. Mandel sent a letter to Mr. Ala and thanked him for the advice
he received from him through the Foreign Investment Board. He stated again that the
Mondragon Cooperative Society has lodged criminal charges against the Israeli
newspaper. He also mentioned that he intended to sue the publisher of the Trading
Post. He asked Mr. Ala to represent him in this case in return for US$64,000.00 (see
Appendix LLL2).

On 16 August 2000, Mr. Mandel sent a fax to the Prime Minister, Mr Sope confirming
that legal action would be taken against the Israeli newspaper Yediot Acharonot and
the Vanuatu Trading Post (see Appendix M1),

On 18 August 2000, Mr. Aru sent a memo to the Chairman of the Foreign Investment
Board, Mr. Joy about the proposed mission to Israel. Mr Aru admitted that he hesitated
to join the missien to Israel. The State Law Office had verbally cautioned VFIB not to
issue an approval cerdificate for the Mondragon project. Mr Aru confirmed that the VFIB
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had not received such documents to prove whether the parties involved in the
propesed Free Trade Zone project are genuine investors or not. Mr Aru suggested that
the mission to Israel proposed by Mr. Mandel be postponed until these issues against
the Mondragon Group are cleared (see Appendix MMM).

On 21 August 2000, Mr Ala sent a letter to Mr Mandel to advise that he received a copy
of a letter sent to the Prime Minister, Mr Sope informing him of the legal action taken
against the Israeli newspaper. Mr Ala advised that any legal action taken against the
Trading Post newspaper in Vanuatu would depend on the outcome of the case against
the Israeli paper. Mr. Ala declined to represent Mr. Mandel in the case (see Appendix
MMM3).

On 31 August 2000, Mr. Aru sent a memo to the State Law Office and stated that the
Mendragon Group's proposed project had been the subject of criticism by the media
even though the VFIBE had, in principle, approved the project. He stated that the Prime
Minister was quaoted in the news as also questioning the Mondragen Group to clarify
their status in relation to criticism raised locally and abroad. Mr. Aru pointed out that to
date VFIB has not received any positive legal advice from the Government of Vanuatu
or |srael in favour of or against Mondragon Group. The VFIB requested the State Law
Office to attend the Board meeting on September 1 2000 in order to provide a legal
opinion on the matter (see Appendix MMM4).

On 7 September 2000, Mr. Aru sent ancther memo to the State Law Office to convey
the Board's gratitude for the frank legal advice given on the Mondragon Group's
proposed project. The State Law Office had advised VFIB to treat Mondragon with
extreme caution and carry out due diligence checks on appropriate investors proposing
to do business in Vanuatu (see Appendix MMMS).

On 21 September 2000, Geoffrey Gee & Partners Barristers & Solicitors advised the
Ombudsman In a letter that they act on behalf of Mondragon Group and Mr. Mandel.
They also advised that they were in the process of completing a Writ of Proceedings
against the Trading Post for defamation in respect of its news articles, They advised
that Mr. Mandel would provide them with documents to prove the articles in the Trading
Post were false (see Appendix N1).

On 22 September 2000, Mr. Mandel sent a fax to the Chairman of VFIB, Mr. Joy to
confirm that General Rothchild is a member of Mondragon Group. General Rothshild
was appointed by the Council of Ministers on 28 January 2000 as the Vanuatu Consul
in Israel. Mr. Mandel requested for a precise plan of action to be prepared by both
Mr. Joy and himself to outline what the Chiefs of Big Bay expect and what Mondragon
should offer to ensure the successful completion of the project (seeAppendices X &
Y).

On 25 September 2000, Mr. Mael of the Lands Department sent a fax to Mr. Mandel to
inform him that they have sent the land use map of the island of Santo following the
request from the Chairman of VFIB, Mr. Joy (see Appendix NNN).

On 3 October 2000, in a letter ta the Ombudsman, Mr. Aru, CEO of VFIB confirmed that
VFIB has in principle approved the Free Trade Zone concept. As such, no approval
certificates have been issued to any investor as yet. He also confirmed that Mr. Joy
met Mr. Mandel to assist him (Aru) in meeting the cost of attending a training program
in June 2000. Mr. Aru claimed that he accepted the offer in good faith. He also
confirmed that on 1 September 2000, the State Law Office issued a caution relating to
future dealings with Mr. Mandel or Mondragen . (see Appendix O1).

Cn 9 October 2000, the Chairman of VFIB, Mr Joy, denied that any requests were
made to Mr Mandel for financial assistance by the VFIB officials. He stated that any
personal financial assistance requested from Mr. Mandel would be a matter of
discretion by Mr. Mandel and the individual concerned. Mr. Joy denied having any
information or record of Government officials who received financial assistance from
Mr. Mandel. (see Appendix P1).
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On 11 October 2000, Mr. Jimmy responded to the enguiry by the Ombudsman and
confirmed that he was aware of the agreement that Mr. Serge Vohor signed with the
Australian Bramad Pty Ltd. Mr. Jimmy claimed that he did not know who authorized
Mr. Vohor to sign the agreement on behalf of the custom owners.
Mr. Jimmy denied having any information about the UMP receiving the amount of
US%$150,000.00 in exchange for the 80.000 hectares of land to be leased. He denied
any knowledge about the signed land lease agreement by Bramad Pty Ltd that was
sold to Cody Investments Lid and later to the lsraeli Mondragon Group. Mr. Jimmy
confirmed signing the MOU in 1999 in front of the Atterney General. He denied
receiving any financial assistance or gifts in kind or cash from Mr. Mande! in London
since signing the agreement. Mr. Jimmy confirmed that all travel and accommodation
expenses for the Vanuatu delegation for the business conference in London to sign the
MOU was paid for by Cody Investment Ltd and the Mondragon Group. Mr. Jimmy
maintained that nothing whatsoever contained in the MOU can be implemented unless
it has obtained the relevant approval from the appropriate authorities in Vanuatu and
has complied with all relevant laws of Vanuatu (see Appendix Q1).

On 12 October 2000, Mr. Mael, Principal Lands Officer confirmed in a letter to the
Ombudsman that he had reguested financial assistance from Mr. Mandel. Mr. Mael
claimed that the financial assistance was not for personal purpeses. He confirmed that
he requested VI150, 000 from Mr. Mandel. This amount was used to finance some
Government officers to travel to Santo to carry out feasibility studies and awareness
meetings regarding the free trade zone proposal. The Department of Lands did not
have sufficient funds to pay for this feasibility study. He stated that it was important
that this study be conducted for technical assessment purposes to assist the
Government and the landowners in knowing the advantages and disadvantages of
such an important undertaking (see Appendix R1),

On 29 March 2001, officials from IMondragon and the 17 landowners of Big Bay area in
Santo signed another document for the Group to establish a Free Trade Zone Project
in the area (see Appendix U1).

On 3 April 2001, Mr. Aru wrote a letter to the former Minister of Lands,
Mr, Maxime Carlot Korman and urged the Minister to consider and sign the land lease.
He stated that as far as the Department of Lands is concerned, the lease is in order
(see Appendix U1).

On @ April 2001, Mr Joy wrote to the Director of Lands, Mr George Tambe over a
statement made by Lands Valuation Officer, Mr Alick Kalmelu.that the lease document
signed by the investors and the landowners of Big Bay were unofficial documents (see
Appendix UUU2).

On 23 April 2001, Mr. Joy wrote to Mr. Kalmelu indicating that the outgoing Lands
Minister, Mr. Korman did not want to sign the schedules to the lease of the proposed
land area. He said that although Mr. Korman was given an opportunity as well as
proper brief by technical experts in the Lands Department that the proposed schedules
were in order and did satisty all the provisions of the Land Lease Act Mr. Korman did
not sign the schedules. Mr Joy stated that the Lands officers proposed the legality of
the Land Lease arrangements as submitted by the landowners and the investors were
to be considered by the new Minister of Lands as a matter of urgency. Mr. Joy also
stated that the agreement to lease land signed by the landowners of Big Bay and the
Mondragon Group officials was official but not legal. (see Appendix UUUS3).

On 20 June 2001, 16 chiefs of Big Bay sent a 10-point petition to the Honorable Prime
Minister, Mr. Edward Natapei. The petition asked the Government not to allow
Mondragron Group to invest in Big Bay (see Appendix UUU4).

On 29 June 2001, the Official Trustee of Bankrupt Estate in Australia,
Mr Kenneth Lamb confirmed that Mr Stefan Mandel was declared bankrupt on 17
August 1995, He owed money in excess of $500.000.00 Australian dollars as
commissions for life insurance policies sold. He was declared bankrupt when he left
Australia and lived in Romania. Mr. Lamb also confirmed that Mr. Mandel was involved
with Bramad Pty Lid (See Appendix V1).
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On 12 July 2001, Mr. Michal Neva-Barak, Director of the Department of Enforcement of
the Israeli Securities Authority (ISA) sent an email to the Ombudsman Office to confirm
that the court in Israel had granted a temporary injunction against Mondragon
Cooperative Society. The injunction stipulated that Mondragon refrain from offering
memberships in their society which entitled their members to a piece of land in
Vanuatu. The offering of shares in a company without a prospectus is a eriminal
offence in Israel (see Appendix W1).

On 18 July 2001 the Ombudsman received a copy of the Israeli court order imposing a
temporary injunction on the Mondragon Group to stop offering shares for land in
Vanuatu without approved prospectus. The court order was in Hebrew with an English
translation (refer to Appendix XX7 for a copy of the Court Document in Hebrew
and the English translation)

On 23 July 2001, Mr. Avi Edelman, the Secretary General of Mondragon Cooperative
Society advised in a fax to the Ombudsman that Mondragon Cooperative Society Ltd
was founded and registered on September 16, 1998. He also denied that Mondragon
Group had been involved in any a%reement seven years earlier, simply because it was
not around that time (refer to Notarised Certificate of Formation attached to
Appendix XX5). Mr. Edelman stated that Mr. Mandel assisted in the conceptual design
but he only became a member of Mondragon in October 1998 and he has never held
office nor any official position in the Mondragon Group (see Appendix XX5)

On 31 July 2001, Mr. Edelman advised that Mr. Mandel is a private person and his past
and present actions do not relate in any way to Mondragon Cooperative Society. Mr.
Mandel is not a member of the Executive of the Mondragon Cooperative Society. With
regard to the injunction against Mondragon, Mr Edelman confirmed there was a dispute
between the Israeli Authorities and Mondragon over the application by the Securities
Autharity for an injunction to prevent Mondragon from making an offer to the public
without an approved prospectus. On the financial guarantee bond issued by
Mondragon to Vanuatu Government, Mr Edelman advised that they arranged for a
guarantee/performance Bond, through an American Insurance Company. However, the
negotiations were unsuccessful and the Bond was returned to the American company
(see Appendix XX6).

On 5 August 2001, Mr, Jacob Harkavy, Advocate for the Mondragon Group, responded
to the Ombudsman’s queries about the financial guarantee bond and temporary
injunction and stated that Mondragon has never Issued a falsified financial guarantes
bond to the Vanuatu Government. He stated that Mondragon is not a bank nor a
financial institution and cannot issue a bond. On the issue of temporary injunction
imposed by the court, Mr. Harkavy confirmed the decision by the court however he
stated that Mondragon would be appealing the decision. Mr. Harkavy confirmed that
Mr. Mandel has never held a position in the Mondragon Group. However, Mondragon
does have business ties with Cody Investments where Mr. Mandel is Managing Director
(see Appendix XXB).

On 217 August 2001, Mr Shani Erez and Mr Elazar Meir, (who claim to be members of
the Mondragon Cooperative Society) visited the Office of the Ombudsman. They
advised that Mr. Mandel initiated the idea of free trade zone in Vanuatu with the
Mondragon Group. They confirmed that Mandel does not hold any position in the
executive of the Cooperative Society. They also advised that Mr, Mandel had the
approval by the Mondragon Group to lead the negotiations with the Vanuatu
Government because of his knowledge about this part of the world. Mr Erez and
Mr Meir agreed that any investors coming to Vanuatu must respect the laws of this
country. They stated their dissatisfaction when informed about Mr. Mandel giving
financial assistance to public officials outside of official procedures. They stressed that
Mondragon Cooperative Society is a genuine Cooperative society in Israel.
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6.2

RESPONSES TO THE WORKING PAPER

Copies of the Working paper were sent to those persons implicated in this report and
heads of authorities that would assist to resolve outstanding issues in this matter. Public
authorities and persons who assisted the Ombudsman in this enquiry were also given
copies of the Working Paper to comment on the issues of facts and findings made in
the Working Paper before the Public Report is issued.

The summaries of the responses are as follows:
Mr Howard Aru:

In a letter dated 31 July 2001 Mr. Aru denied in his the allegations made in the Working
Paper against him with a statement that he did not received direct financial assistance
frem Mr. Mandel. The funds paid by Mr. Mande! for his course fee were paid directly to
the Training Manager of the Course in Ireland.

However, he admitted to have made a mistake in accepting Mr. Roy Mickey Joy's
proposal for Mr. Mandel to pay for his participation fee at a training program in Ireland in
June 2000. Mr. Aru alsc confirmed that the VFIB failed to make a thorough check on
Mr. Mandel and the Mondragon Group's background as stipulated by Section 6(2)(i)(]) &
(k) of the Foreign Investment Act.

Mr. Aru further stated that after attending the training partly funded by Mr Mandel, he
has taken a very clear stand on certain issues concerning the Israeli Mondragon Group.
This would be evidence to show the falsity of the accusations that the financial
assistance he received influenced any decision made by VIFB towards Israel
Mondragon Group's application to invest in Vanuatu. The evidence Mr. Aru gave
included his regular contacts with a local law firm, Ala & Co Barristers & Sclicitors and
Financial Intelligence Unit in the State Law Office. Mr. Aru stated that the advice and
infermation given to him helped him make the decision not to join the delegation to
Israel. He advised the Chairman of VFIB that when questions and doubts about
Mondragron Group are not cleared yet to the citizens of Vanuatu, he is not going to
Israel. He claimed that he cooperated with the Financial Intelligence Unit (FIU) in the
State Law Office for advice and he assisted the Ombudsman Office with the enguiry.

Mr Aru’s argued in his response that he did not receive financial assistance from
Mr. Mandel for personal gain. He argued that it was essential that he attended this
course for the benefit of the Foreign Investment Board and the Government of Vanuatu.
It was essential that he attended this training course in Ireland to assist with the
advancement and the development of the VFIB,

Mr. Aru also claimed in his response that his letter to urge the Minister of Lands to sign
the land lease for Big Bay was based on technical advice received frem technical
personnel from the Lands Department. Mr. Aru wrote the letter to the Minister of Lands
to sign the land lease for the Project as the land lease documents were in order (refer
to Appendix XX1 for details of Mr Arus's response)

(The Ombudsman’s comments on Mr Aru’s response can be found in “Finding of
Facts™ No 7.7 and 7.8)

Mr Roy Mickey Joy:
On July 26 2001, in a letter to the Ombudsman Mr. Joy claimed that the request for the
financial assistance from Mr. Mandel to pay the course fees for Mr. Aru to attend the

course in Ireland was done in goed faith. The course attended by Mr. Aru has
enormously benefited the VFIB and the Government.
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Mr. Joy also claimed that arrangements were made for Mr. Aru to attend this course
when it became inevitable that they could not find the funds to pay for his course fees,
The financial support given by Mr. Mandel to finance Mr. Aru's course was done without
any favor or without any strings attached. Mr. Mandel paid the funds directly to the
Institute in Ireland.

The initial Mondragen Group's application to the VFIB was processed and considered in
the same transparent manner as the other investment projects. There was no favor or
persanal support attached other than the merits and the economics of the project. The
Board met in July 2000 and approved the Mondragon Greup's application in principle
pending a fully fledged submission and break down of the projects that the Group may
wish to begin implementing in Santo.

With regards to the financial support given to Mr. Emil Mael, Mr Joy claimed that the
intial work relating to the proposed land in Big Bay and the land owners consent to the
use of their land was fundamental to the free trade zone project. As Principal Lands
Officer, Mr. Mael has the responsibility to fully inform the custom cwners and ensure
that they are aware of the various components of the project.

The Department of Lands did not budget for such project but it was its responsibility to
ensure that land owners are fully aware of the advantages and disadvantages of any
development that is intended to be imposed on their land. Mr. Joy confirmed in his
response that he initiated the idea for Mr. Mandel to give financial assistance to
Mr. Mael.

Mr Joy also confirmed that the funds paid to Mr. Mael's account were principally to
assist in his visits to Santo to conduct consultations with the appropriate custom owners
and chiefs in respect to the proposed project. It was done in good faith basically to
ensure that initial work and other technical preparations for the proposed projects are
implemented according to the laws of Vanuatu.

Mr. Joy claimed that Mr. Mandel's financial assistance to Mr. Mael was on the basis of
facilitating and accelerating the process for the land lease to be finalized and signed.
He confirmed that to date, there is an impasse surrounding the land lease and
Mondragon Group's proposed project (refer to Appendix XX2 for details of
Mr. Joys’s response)

(The Ombudsman’s comments on Mr Joy's response can be found in “Finding of
Facts” No 7.10)

Emil Mael:

In a response dated 8 August 2001, Mr. Mael stated that he requested financial
a s s I s§ t a n c¢c e f r o m
Mr. Mandel in good faith to facilitate the wishes of the investor, the custom owners and
the Government in order o promote investment in Vanuatu. In his verbal response
earlier on to the report, he confirmed that he was approached by
Mr. Joy to assist in this project and te request funding from Mr. Mandel. He indicated
that with his experience in the Land Use Planning Office he was given the task to
facilitate awareness meetings and workshops to bring out advantages and
disadvantages of the various components of the proposed project to the land owners.
Mr. Mael confirmed that the Lands Department did not have the budget to undertake
such facilitation, nor di the VFIB.

Mr. Mael stated that after the signing of the MOU in London by the former Deputy Prime
Minister Mr. Jimmy, followed by the approval of the project in principal by VFIB there
were requirements for the Department of Lands to undertake feasibility studies at Big
Bay. Mr. Mael stated that it was the size of the land, 80,000 hectares, that was the
main concern to him and other lands officers to motivate them lo ensure that the land
owners are well educated and are fully aware of the various compenents to the use of
their land.
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Mr. Mael confirmed that Mr. Joy advised him to write to Mr. Mandel and request
financial assistance. He confirmed to have received the money in his private account in
the National Bank of Vanuatu. The reason to transfer the funds fo his personal account
was because the transfer would be much faster than sending the money to the
Government freasury.

Mr. Mael claimed that the issue of requesting funds directly from Mr. Mandel was
approved and resolved in & meeting held on 13 October 1999 by some Director
Generals and the Attorney General. Mr. Mael claimed that the Attorney General had
advised in that meeting that the Government would be facing budget problems because
of the Comprehensive Reform Program (CRP). Therefore if individuals wish to pursue
investments in Vanuatu, they may do so and provide government officials with financial
assistance to facilitate the requirements and laws of Vanuatu regarding investments.
(refer to Appendix “XX3” for details of Mr Mael's response)

(The Ombudsman’s comments on Mr Mael’'s response can be found in “Finding
of Facts” No 7.4)

Mr. George Maniuri — Director General of the Ministry of Trade & Economic
Cooperation.

On the 31% July 2001, in a letter to the Ombudsman, Mr. Maniuri stated that the role of
the Ministry of Trade & Investment responsible for the Foreign Investment Board is to
coordinate the formulation and implementation of the Government's policy in the area of
trade, tourism, investment and economic cooperation.

Mr. Manuiri further stated that attracting and facilitating foreign direct investment into
the country is a major challenge of the Ministry, The Government's allocation of
budgetary rescurces to the VFIB is inadequate. With respect to Mondragon, VFIB
officials are pressured when the approval in principal had been made by the Council of
Ministers to adopt the MOU signed in London as Government policy, Mr, Maniuri
claimed that when VFIB officials were faced with such circumstances with no budget to
carry cut & Government policy, they would have to take some risks based on their
protessional judgement and assessment as long as the established legal framework is
respected.

Mr. Maniuri claimed that circumstances such as this had forced the VFIB officials to
request financial assistance fromcr:rivate sponsors (Mr. Mandel) to assist the process of
advancing the proposed free trade zone project in Santo. He also claimed that such
assistance is accepted and does not constitute a breach of any legislation.

Mr. Maniuri confirmed the financial assistance was requested by the officials from
Mr. Mandel. He further claimed that financial assistance provided by Mr. Mandel and
Mondragon Group does not constitute a crime ot an act or omission prohibited and
punishable by an Act of Parliament. However, he agreed that such actions taken by
Mr. Joy and others may amount to a breach of legislation. Mr. Maniuri argued that
when such actions are not yet proven by any court of law, the Ombudsman’s report
should not label the allegations as serious crime such as hribery and corruption against
the officers of the VFIB. (see Appendix XX4 for details of Mr Maniuri’'s response)

(The Ombudsman’s comments on Mr Maniuri’'s response can be found in
“Finding of Facts” No 7.11)
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7.2

7.3

7.4

FINDING OF FACTS

Facts to show the connection between Michael Oliver, Stefan Mandel, Lord Keyes
& UMP leaders to set up a free trade enclave in Santo.

Mr. Michael Oliver, Mr. Stefan Mandel, Lord Keyes and UMP leaders are found to be
associated with Bramad Pty Ltd and Cody Investments when the Contingent Contract
for Lease and the Declaration of Principle were signed on 14 Qctober 1991. (see
Appendices A, B, C, D & V1). The documents are connected to the proposed land to
establish a free trade zone for businesses. This was confirmed in letters of 6" July
;Qg? and 13" July 1999 between Lord Keyes and Mr Willie Jimmy (see Appendices F

The proposed plan for the Free Trade Zone was affirmed b%r all parties when they met
in London to sign the Memorandum of Understanding on 22" July 1999 (see Appendix
l). This interest was further confirmed in the letters sent to Mr. Oliver by
Mr Leon Katty (23" July 1899 and Mr. Japhet Peter 23 August 1999) (see Apendices
J & N). Mr. Mandel also confirmed his association and connection with Mr. Oliver to
establish a free trade zone in Santo which he claimed dated back to 1991 in a fax sent
to Mr. Roy Mickey Joy on 12" July 1999 (see Appendix V).

Mr. Mandel also further confirmed his connection to Bramad Pty Lid in a document he
issued in July 1993, when he formed a *“Watchdog Association” with the same address
to that of Bramad Pty Ltd mentioned in the Contingent Contract of Lease (see
Appendix D). The Registered Bankruptcy Trustee in Australia confirmed Mr Mandel's
involvement with Bramad Pty Ltd (see Appendix V1).

Facts about Mr. Mandel.

The Australian Security Commission carried out investigations against Mr. Mandel for
suspected illegal activities in lotteries (see Appendix D). The Registered Bankruptcy
Trustee in Australia confirmed that Mr Mandel was declared bankrupt on 17 August
1995. Mr. Mandel was not living In Australia when the bankruptey occurred.
Mr. Mandel was made bankrupt on the petition of Regal Life Insurance Co. Ltd who
which owed in excess of $500,000.00 Australian dollars (see Appendix V1).

Facts to indicate that MP Willie Jimmy requested financial assistance from
Mr. Mandel and the Mondragon Group.

In a letter to Lord Keyes on 13 July 1993 Willie Jimmy requested that Cody Investments
Ltd pay for their airfares from London to attend a business conference to sign the
Memorandum of Understanding for Mondragon to invest in Vanuatu (see Appendix G).
Mr. Jimmy also requested financial assistance from Mr, Mandel in a hand written letter
on 7 December 1988. He requested funds to buy a fax machine, photocopier,
stationary, install a telephone, pay a salary to a part time secretary and establish an
office in arder to get back into Government (see Appendix W). However, in a letter
dated 11 October 2000, Mr. Jimmy denied receiving any financial assistance from Mr.
Mandel. He also denied any knowledge of UMP receiving the amount of
US5150,000.00 in 1991 for the land lease signed between Bramad Pty Ltd and
Mr. Serge Vohor, (see Appendix A & B). Mr. Jimmy was the National Treasurer of
UMP in 1991 when the lease was signed (see Appendix B). He was also the Minister
of Finance in the Government of Vanuatu from 1981 to 1995,

Facts to show that Mr Mael requested financial assistance from Mr Mandel.

Mr Emil Mael requested US%1,000.00 from Mr Mandel in a letter dated 23 August 1999,
He gave his perscnal bank account in the National Bank of Vanuatu to Mr. Mandel.
The Account Number is 500 44164 30 (refer to Appendix L). The Naticnal Bank
Office in Port Vila confirmed this number as belonging to Mr, Mael (corrections made
by NBYV that last digit in the account s not 30 but 31). In a fax dated 25 August 12983,
Mr. Mandel advised Mr. Roy Mickey Joy that he had sent US$1,000.00 through
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7.6

7.7

telegraphic transfer to Mr. Mael (see Appendix 0). Mr. Mael confirmed that he had
received the US$1,000.00 as indicated in the letter to Mr. Mandel dated 6 September
1999. Mr. Mael advised that he gave US$500 to the chiefs of Big Bay (see Appendix
P). Mr. Mael requested a further US%$2,500.00 from Mr. Mandel on 6 September 1999
(also refer to Appendix P). On 12 October 2000, Mr. Mael confirmed to the
Ombudsman Office that he requested and received Vt150, 000 from Mr. Mande| (see
Appendix R1).

Facts showing the request for financial assistance by government officials was
improper

On 23 August 1299, Mr. Mael requested financial assistance from Mr. Mandel (see
Appendix L). Mr, Mandel advised in a letter to Mr Joy that he had sent the amount to
Mr Mael's personal account in the Mational Bank on 25 August 1999 (see Appendix
Q). On & September 1999, Mr Mael requested further financial assistance from
Mr Mandel (see Appendix P) On 13 October 1998, the Attorney General called a
meeting for all parties who have concern about the Mondragon Group's proposed
project. It was this meeting which Mr Mael claimed that legal advice was given to
request financial assistance from private sponsors (see Appendix UUU). On 7
December 1993, MP Jimmy requested financial assistance from Mr Mande! (refer to
Appendix W). On 15 June 2000, Mr Joy requested financial assistance from
Mr Mandel for Mr Aru to attend a training course in Ireland (see Appendix C1). On 1
September 2000, the State Law Office advised VFIB on Mondragon Group's proposed
project to treat the project with “extreme caution” and carry out due diligence checks on
the appropriate investors (see Appendix MMM®6). On 24 October 2000, the State Law
Office also advised that the financial assistance given to VFIB by the private sponsor for
Mr. Aru to attend the training course in lreland should not have been accepted.

Facts to confirm that Israeli Mondragon Group submitted an application to
Foreign Investment Board to invest in Vanuatu,

Israeli Mondragon Group submitted an application to invest in Vanuatu on 31 March
2000. The project description in the application is to develop a free trade zone in an
area designated by the Vanuatu Government (see Appendix Z). The Foreign
Investment Board issued a project paper dated 26 July 2000 indicating the Israeli
Mondragon Group has passed the Board's criteria by scoring 23 out of 30. The Board
Secretariat recommended that the Board grant approval to the business license
requested (see Appendix G1). Mr. Aru advised Mr. Mandel in a letter dated 28 July
2000 that the VFIB has approved in principal the Israeli Mondragon Group’s application
to establish a free trade zone project (see Appendix H1).

Facts to show that Mr. Howard Aru accepted financial assistance from
Mr. Mandel.

The CEO of the VFIB, Mr. Howard Aru was to attend a training course in Dublin, Ireland
from 19 - 30 June 2000. The total cost of the course was US$5,500.00. The Chairman
of VFIB, Mr. Joy requested funding assistance from the Prime Minister's Office on 11
April 2000 for Mr. Aru to attend this course. The amount requested was Vi986,200 (see
Appendix B1). The Prime Minister's Office responded and confirmed that they would
only pay for Mr. Aru's airfares and subsistence allowance. Mr. Joy then sent a letter of
request for financial assistance to Mr. Mandel on 15 June 2000. Mr. Joy requested
Mr. Mandel to pay 2,700 pounds sterling for Mr. Aru's course fees (see Appendix C1).
Mr. Aru went to Dublin to attend the course partly funded by Mr. Mandel. Mr. Aru arrived
back from Dublin on 5 July 2000. Mr. Aru confirmed in a letter dated 3 October 2000
that he did receive financial assistance from Mr. Mandel in good faith to enable him to
attend the course in Ireland (see Appendix O1). Mr. Aru confirmed attending this
course in Dublin partly funded by Mr. Mandel in an interview with the Ombudsman on 8
May 2001. The financial assistance to support Mr. Aru to attend the course was
requested from Mr. Mandel on 15 June 2000 (see Appendix C1). Mr. Mandel
responded and paid the amount directly to the Institute in Ireland.
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Facts to show that Mr. Aru and the VFIB failed to thoroughly check the particulars
of the primary individuals behind the proposed free trade zone and continued to
facilitate Mondragon Group’s interest in establishing the project in Santo.

The Mondragon Group submitted their application to the VFIB on 31 March 2000 (refer
to Appendix Z). Mr. Aru admitted in his response in a letter dated 3 July 2001 that the
Office of the Foreign Investment Board failed to make a thorough check on the
Mondragon Group right at the very start of the negotiations (see Appendix XX1), By
such fallure, Mr. Aru failed to comply with Section 6(2)(i), (j) & (k) of the Foreign
Invesiment Act (see Appendix AAA)

On 12 July 2000, the Mondragon Group's delegation arrived in Vanuatu and presented
the Government with the alleged fraudulent financial guarantee bond in an attempt to
buy 49% shares of Air Vanuatu (see Appendix D1). Mr. Aru put the Mondragon
Group’s application before the VFIB on 26 July 2000 and recommended that the Board
approve the application and grant an approval for the business license (see Appendix
G1). VFIB only approved the application in principle. Mr Aru advised Mr Mandel about
the Board's decision on 28 July 2000 (see Appendix H1). Ala & Co. Barristers &
Solicitors also gave legal advice to the VFIB after the application was approved in
principal (refer to Appendix K1 and MMM3). Despite this legal advice, Mr Aru
continued to facilitate the Mondragon Group’s interest to establish the proposed project
in Big Bay. On 3 April 2001, Mr Aru urged the Minister of Lands in a letter to consider
and signed the land lease for Big Bay.

Facts to show the attempts by Mondragon to obtain the Financial Guarantee
Bond to purchase 49% shares of Air Vanuatu

The Financial Guarantee Bond dated 12 July 2000 was presented to the Vanuatu
Government to purchase 49% Shares of Air Vanuatu. The bond has a liability of US$3
million and was signed by Cody Investments Ltd, EDC| and Mandragon Group as the
Principal, United Fidelity Carpeoration as the Surety of the bond and the Vanuatu
Government as the Obligee. Mr, Sanford Wolck was named as one of the Attorney-of-
fact for this Bond (see Appendix D1).

In a letter dated 31 July 2001, Mr. Avi Edelman, the Secretary General of Mondragon
Group confirmed that they arranged for a guarantee/performance Bond, through an
American Insurance Company. However, the negctiations were unsuccessful and the
Bond was returned to the American company and, naturally, it is no longer in their
possession (see Appendix XX6).

In ancther letter dated 5 August 2001, Mr Jacob Harkavy, Advocate for the Mondragon
Group stated that Mondragon is not a bank or financial institution and cannot issue any
bond, However, he confirmed that Mondragon approached a recognized financial
institution with the securities and was given the bond. But he denied that the bond was
fraudulent (see Appendix XX8)

7.10 Facis to confirm that Mr. Roy Mickey Joy was aware of the financial assistance

given to him and other public officials despite his claims to the contrary.

The Chairman of VFIB Mr. Joy denied any requests for financial assistance from
Mr. Mandel in a letter dated 9 Octcber 2000 to the Ombudsman, He denied having any
information or record of whether government officials are making financial deals with
Mr. Mandel.(see Appendix P1). However, according to the fax dated 25 August 1999,
Mr. Mandel advised Mr. Joy that he had sent US$1,000.00 through telegraphic transfer
to Mr. Mael. Mr. Mael is the official representative of Lands Department on the VFIB
(refer to Appendix 0). Mr. Joy also contacted Mr. Mandel by telephone to request
financial assistance. Further to that telephone conversation, Mr, Joy, in a letter dated
15 June 2000 requested 2,700 pounds sterling for payment of the course fees for
Mr. Aru to attend a training course in Ireland (see Appendix C1). This indicates that
Mr. Joy was aware and assisted the officers in getting financial assistance from
Mr. Mandel. and the Mandragon Group.
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7.11 Facts to show that financial assistance given by Mr. Mandel may have influenced
the decision of the Foreign Investment Board

The Chairman of the VFIB, Mr. Joy was part of the Vanuatu Government delegation
that went to Londen in July 1889 to sign the MOU with the Mondragon Group (refer to
Appendix G & I). On 5 August 1999, Mr. Joy and other members of the VFIB visited
the proposed project site in Big Bay (see Appendix K). On 23 August 1999, Mr. Mael
requested financial assistance from Mr. Mandel (see Appendix L). On 25" August
1898, Mr. Mandel| advised Mr. Joy that he had sent the funds to Mr Mael as requested
(see Appendix O0). On 6 September 1299, Mr Mael requested further financial
assistance from Mr. Mandel (see Appendix P). On 7 December 1999, Mr Jimmy
requested financial assistance from Mr. Mandel (see Appendic W). On 17 December
1999, Mr. Joy wrote to the Ministry of Foreign Affairs and advised the Minister to
appeint a member of the Mondragon Group as Vanuatu Consul in Israel in order to
assist the Mondragon Group's proposed investment undertaking in Big Bay (see
Appendix X). On 2B January 2000, the Council of Ministers approved
Mr. Daniel Rothshild, a member of Mondragon Group as Vanuatu Consul in Israel (see
Appendix Y)

Qn 31 March 2000, the Mondragon Group submitted their application to establish free
trade zone project in Big Bay Santo, to the Foreign Investment Beard (see Appendix
Z). On 15 June 2000, Mr. Joy requested financial assistance to support Mr. Aru to
attend the course in Ireland (see Appendix C1). Mr. Mandel responded and paid the
funds directly to the Institute in Ireland and Mr. Aru attended the course from 18 - 30
June 2000. He arrived back in Vanuatu on 5 July 2000.

On 12 July 2000, the Mondragon Group's delegation presented the Vanuatu
Government with the financial guarantee bond in an attempt to buy 49% shares of Air
Vanuatu (see Appendix D1). On 26 July 2000, the Foreign Investment Board
approved in principle the Mondragon Group’s application (see Appendix G1 & H1).

On 26 July 2001, Mr. Joy confirmed that Mr. Mandel was appointed by Mondragon

Group to liaise with Vanuatu Government in regards to the proposed project
undertakings (see Appendix XX2).
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7.12 Facts to confirm that Messrs Joy, Mael, Aru and Jimmy were leaders at the time

8.1

8.2

of their alleged misconduct.

Mr Joy is the Director of Trade, Industry & Investment and Chairman of the VFIB.
Theretore he is a leader under the Leadership Code Act.

Mr. Mael is the Principal Lands Officer in the Department of Lands, He is also a
representative of the Lands Department on the VFIB. As such he is also held to be a
leader under the Leadership Code Act No.2 of 1998.

Mr. Aru s the Chief Executive Officer of the Foreign Investment Board. Chief Executive
Officers of Boards are held as leadears under the Code.

Mr Willie Jimmy was a Minister of State then and is currently a Member of Parliament at
the time of these allegations. Ministers and Members of Parliament are leaders under
the Caonstitution and the Leadership Code Act.

FINDINGS OF ALLEGED MISCONDUCT

The following are findings made against public officials of the Government of Vanuatu
who have failed to comply with the laws of Vanuatu.

FINDING 1: MR WILLIE JIMMY MAY HAVE BREACHED THE PROVISIONS
OF THE LEADERSHIP CODE UNDER THE CONSTITUTION &
THE LEADERSHIP CODE ACT.

Mr. Willie Jimmy, as former Deputy Prime Minister in the Government of Vanuatu was
found to have breached Articles 66(1)(a)(c) & 67 of the Constituticn. He had placed
himself in a position in which he could have a conflict of interest and used his office for
personal gain by using his position in the Government to fulfil his political party's
promise. His conduct to sign a document and commit the Government of Vanuatu to
the proposed project was improper and premature as the Vanuatu Government did not
know much about the investors involved. The engagement in such activity now raised
guestions about Mr. Jimmy’s integrity as the State Minister of that time, and his current
position as Member of Parliament, and as a leader.

The Ombudsman also found that Mr. Jimmy may have also breached Section 23 of the
Leadership Code when he asked for and received from Mr. Mandel financial assistance
for air tickets for his delegation to attend the business conference in London in July
1999. Mr. Jimmy also requested on 7 December 1999 financial assistance to establish
an office in Port Vila. Mr. Jimmy was in a position at that time to have influenced the
decision making body of the Vanuatu Government to adopt the proposed preject as a
Government policy and to implement the Mondragon Group’s interest.

FINDING 2: MR ROY MICKEY JOY MAY HAVE BREACHED THE
PROVISIONS OF THE LEADERSHIP CODE UNDER THE
CONSTITUTION & THE LEADERSHIP CODE ACT.

The Ombudsman also found that Mr. Roy Mickey Joy may have also breached Articles
66(1) & (2) of the Constitution. Mr. Joy allowed his integrity to be called into question
when he used his position, as Chairman of the VFIB to assist o ask for and obtain
financial assistance for Mr. Howard Aru and Mr. Emil Mael from Mr. Mandel. Such
financial assistance has given rise to doubt in the public mind as to whether such
benefits may have influenced the decision of the VFIB on Mondragen Group's
application and interest in investing in Vanuatu.

Mr Joy was also found to have allegedly breached Section 23 of the Leadership Code
Act. Section 23 states, “a leader must not corruptly ask for or receive, or agree fo ask
for or obtain any money or other benefit or advantage of any kind for himself, or
another person in exchange for his acts or omissions as a leader being influenced in
any way, either directly or indirectly”. Mr. Joy is the Chairman of the VFIB, which has
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8.3

8.4

2.1

the obligation under the Fareign Investment Act to give approval to grant business

licenses to any investors who have an interest to invest in Vanuatu. Mondragon Group

rr:r'ladhl-lﬂd%e{lj its application to VFIB when Mr. Joy requested financial assistance from
r. vianael.

FINDING 3: MR HOWARD ARU MAY HAVE BREACHED ARTICLE 66 OF
THE CONSTITUTION AND THE PROVISIONS OF THE
LEADERSHIP CODE ACT.

Mr Howard Aru, Chief Executive Officer ot the Foreign Investment Board was found
also to have allegedly breached Articles 66(1) & (2) of the Constitution. Mr, Aru
allowed his integrity to be called into question when he appeared to have used his
position and office for an advantage and benefit in accepting financial assistance from
Mr. Mandel to attend the training course in Ireland. Such financial assistance has given
rise to doubt in the public mind as to whether such benefits and advantage might
influence the decision of the Foreign Investment Board on Mondragon Group's
application to invest in Vanuatu.

Mr. Aru may have breached Section 23 of the Leadership Code Act in a similar fashion
as Mr. Joy. Mr. Aru is the CEO of the VFIB, which have the obligation under the
Foreign Investment Act to give approval to grant business licenses to any investors
who have an interest to invest in Vanuatu. Mondragon Group had lodged its
application to VFIB when Mr. Aru benefited from the financial assistance requested
from Mr. Mandel and the Mondragen Group

FINDING 4: MR EMIL MAEL MAY HAVE BREACHED THE PROVISIONS OF
THE LEADERSHIP CODE UNDER THE CONSTITUTION & THE
LEADERSHIP CODE ACT.

Mr. Emil Mael, Member of the Foreign Investment Board may have breached Articles
66(1) & (2) of the Constitution. Mr. Mael allowed his integrity to be called into question
when he appeared to have used his position and office for an advantage and benefit,
when he requested and obtained financial assistance from Mr. Mandel. Mr. Mael
claims the assistance provided by Mr. Mandel was used to carry out a feasibility study
of the proposed area for the Mondragon Group's Eroject. Such financial assistance has
given rise to doubt in the public mind as to whether such benefits may be used as an
advantage to influence the decision of the Foreign Investment Board on Mondragon
Group's application to invest in Vanuatu.

The Ombudsman also found that Mr. Mael may have also breached Section 23 of the
Leadership Code Act, when he asked for and received an advantage and benefit the
from the financial assistance from Mr. Mandel.

RECOMMENDATIONS

Upon the establishment of the facts and alleged breaches of the laws of the Republic of
Vanuatu, the Ombudsman has made the following recommendations:

Recommendation 1:  The Foreign Investment Board must provide information
to justify the proposed investment and reassure the
Government, custom owners and the people of Vanuatu
that the persons behind the Mondragon Group wishing to
establish a free trade zone in Big Bay are genuine
investors and have the financial capability to invest.
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The Foreign Investment Board should immediately seek and obtain information from
appropriate national and international Government agencies, law enforcement
authorities and other professional entities on the Israeli Mondragon Group and the
individuals behind this proposed free trade zone project.

Recommendation 2:  The Ministry of Lands should delay signing any land
lease for this proposed free trade project until VFIB finds
evidence to verify the Government, land owners and the
people of Vanuatu the project will attract genuine
investors

The facts in this repert found that the proposed project would cover a large area of land
in Big Bay. There is still ne information given by the VFIB to justify to the Government,
the custom owners and the general public that this free trade zone project would attract
genuine investors. The Ombudsman recommends that the Ministry of Lands delay
signing this land lease until VFIB makes such justification to the Government and the
general public.

Recommendation 3: The VFIB must find out the full particulars of every
member of the Mondragon Group intending to invest in
Big Bay before they approve any certificates or business
licenses for the Co-operative.

This enquiry revealed that the Foreign Investment Board's approval in Erinciple of the
Mondragon Group's application has contributed to Mondragen making offers for
membership to the Israeli public to join the Group, which would include a piece of land
in Vanuatu, The Board failed to follow the provisions of Section 6(2) of the Faoreign
Investment Act by failing to find out the full particulars of the individuals behind the
proposed free trade zone project in Vanuatu. Therefore, based on these facts, the
Ombudsman recommends that the Board must find out the full particulars of any
member of the Mondragon Group who intends to invest in Big Bay before they approve
any certificates or business licenses to the co-operative.

Recommendation 4: The Chief Executive Officer of VFIB should provide
detailed information about any money, gifts or financial
assistance that members of the Mondragon Group has
been providing to government cfficials in Vanuatu over
the past years.

The information in this enquiry has revealed some of the financial assistance that has
been given to some of the public officials in the Foreign Investment Board and the
Government. Some of these gifts or assistance given to the public officials by
Mr. Mandel of the Cody Investment Ltd. has been made contrary to the laws of
Vanuatu, The Ombudsman recommends that the Chief Executive Officer of the VFIB,
Mr. Aru provide detailed information about all financial assistance and any other gifts
that have been given to public officials connected with this project.

Recommendation 5:  The Public Service Commission should consider taking
disciplinary action against Mr. Joy, Mr. Mael and Mr. Aru.

The finding of facts revealed that Mr. Joy, Mr. Mael and Mr. Aru benefited from a favor
or advantage from financial assistance requested from Mr. Mandel. Such financial
assistance has been held as having been done contrary to the Public Service
established procedures and the laws of Vanuatu. Therefore, as public servanis, the
Ombudsman recommends that the Public Service Commission should consider taking
disciplinary action against Mr. Joy, Mr. Mael and Mr. Aru, after the alleged offences
made against them are proven in a court of law.

Recommendation 62 The Public Prosecutor should decide if there are
sufficient grounds to lay charges and prosecute
Mr. Roy Mickey Joy, Mr. Emil Mael, Mr. Howard Aru and
MP Willie Jimmy .
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The facts and findings made in this report alleged that, Mr. Joy, Mr, Mael, Mr. Aru and
Mr. Jimmy acted contrary to the provisions of the Leadership Code Act. The
Ombudsman therefore recommends that, the Public Prosecutor should decide
immediately if there are sufficient grounds to lay charges and prosecute Mr. Joy,
Mr. Mael, Mr. Aru and Mr, Jimmy on alleged Leadership Code breaches.

Recommendation 7: The Vanuatu Government should cease to engage any
government officials and resources on this proposed
project until such time that the public officials learn to
understand to observe and comply with the official rules
and laws of Vanuatu governing their respective
Ministries and Departments.

There are enough indicatars in this report to show that public officials neglected to
observe and follow the laws of Vanuatu, The Ombudsman recommends that the
Vanuatu Government should cease to engage any government officials and resources
an this proposed project until such time that the pubiic officials who are appointed to be
engaged in the project again understand to observe and comply with the official rules
and laws of Vanuatu.

Recommendation 8: The Government of Vanuatu should make an official
declaration that the Contingent Contract of Lease and the
Memorandum of Understanding are not official and legal
documents under the laws of Vanuatu.

The facts and findings made in this report have shown that Mondragon Group has
taken advantage of the Contingent Contract of Lease signed in 1991 and Memorandum
of Understanding signed in 1999. The Mondragon Group has been making offers for
membership overseas by offering shares and packages for interested investors to buy
land in Vanuatu. The Ombudsman recommends that the Government of Vanuatu
make an official declaration that the Contingent Contract of Lease signed in 1981 and
MOU are not official or legal documents under the laws of Vanuatu. Such a declaration
should be sent to the authorities in the countries where the documents are being held
and used as official documents.

Recommendation 9:  The Foreign Investment Act should be reviewed and
amended to include the provisions to build its
investigative and regulatory capacity to be able to
quickly identify fraudulent and unscrupulous investors to
prevent them from operating in Vanuatu

The proposed Free Trade Zone project has raised many questions in the government
and the general public due to the huge land area involved in the proposed lease. There
were also other indicators found in the report, such as the financial guarantee bond that
have raised questions in the public mind as to whether Mondragon Cooperative Society
and the individuals behind it are genuine investors. The provisions of the Foreign
Investment Act do not satisfactorily provide initiatives for such information for the
Foreign Investment Board to scrutinize potential invesiors proposals. The Ombudsman
recommends that the Foreign Investment Act should be amended to cater for the
provisions for investigation and regulatory capacity for VFIB officers to be able to use
these provisions to quickly identify fraudulent and unscrupulous investors and prevent
them from operating in Vanuatu.

Recommendation 10: The Chairman of the VFIB should be appointed amongst
persons from the business community.

The position of the Chairman of VFIB be awarded to an independent person well
versed with investment matters preferably from the business community. Senicr public
servants should not hold such positions, either in the VFIB or other public statutory
bedies.
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CONCLUSIONS

Following this enquiry, the Ombudsman is of the view that Cody Investments Ltd and
the Israeli Mondragon Cooperative Society do not have the capability to carry out the
proposed Free Trade Zone project in Santo. There has been no legislation prepared or
passed by Parliament for a Free Trade Zone. The Memorandum of Understanding
signed by the former Deputy Prime Minister with the parties concerned does not
constitute a formal agreement. The Government of Vanuatu is to take this matter
seriously and should consider terminating any further discussions or negotiations with
the Cody Investments/ Mondragon Group until proper investigation is conducted into
the proposed project.

The Vanuatu Government must ensure that individuals in the institutions established
under the laws of Vanuatu providing services for the social and economic development
of the country, must observe and comply with all laws governing their jurisdictions. The
Foreign Investment Board is found to have failed to comply with Section 6(2) of the Act
which this institution was established. Such failure contributed to this complaint and
this Ombudsman’s report.

Public Officers and leaders should also be aware that they will be held accountable for
any action contrary to the provisions of the Leadership Code Act.

Dated the 6" day of September 2001

i

Hannington G. ALATOA
OMBUDSMAN OF THE REPUBLIC OF VANUATU
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APPENDICES OF THE REPORT

Relevant Laws and Regulations

Declaration of Principle,

Contingent Contract of Lease.

Deed between Bramad Pty Ltd and Cody Investments Ltd
Document from Mr Stefan Mandel.

Deed between Cody Investments Ltd and Carmal properties Inc.
Infermation about the Mondragon cooperative.

Letter of Invitation from Lord Keyes to Deputy Prime Minister, Mr Willie Jimmy to
attend a Business Conference in London.

Acceptance letter from Mr Jimmy to Lord Keyes to indicate his attendance and his
request for funding the airfares for the delegation.

Advice from Financial Services Commission to Ministry of Trade & Commerce about
Cody Investments not having the financial strength.

Memeorandum of Understanding.
Leon Kathy's |etter to Mr. Mike Oliver.

Mr Jimmy’s letter to Mr Mandel for the Government to ensure that the projects are
carried out without delay and disruptions.

Mr. Emil Mael's report on his fact finding mission to Big Bay.

Mr Joy's letter to Mr Mandel to inform him of the land owners interest after his visit
to Big Bay.

Mr. Mael's request for US$1,000.00 from Mr. Mandel,

Mr Mandel's fax to Mr Joy to request for Air Vanuatu's balance sheets of
it financial reports.

Mr. Roy Mikey Joy's letter to Mr Mandel dated 23 August 1999.
Mr Japhet Peter's |etter to Mr Mike Oliver.
Mr Mandel's letter to Mr Joy confirming sending US5$1,000.00 to Mr Mael.

Mr Mael's letter to Mr Mandel to confirm receiving US31,000.00 and requesting
further US$2,500.00.

Mr Mandel's letter to Mr Oliver to confirm their association,

Mr Oliver’s fax to Mr Japhet Peter to advise of his withdrawal to support for the free
trade zone in Vanuatu.

Mr Ernest Bani letter to Prime Minister, Mr Donald Kalpokas, in which he raises
concern about the proposed free trade zone project in Big Bay.
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Mr Jean Sese's memo to Mr Bani confirming that the prime minister's Office is not
aware of any decision by the Government authorizing the project.

Mr Oliver’s advice to have broken all relationship with Mr Mandel.

Mr Ham Bulu’'s letter to Mr Ernest Bani to inform him of the meeting to be held to
discuss the above concern.

Mr Mandel's fax to Mr Joy and Mr Jimmy confirming his association with Mr Oliver
and their plans for a free trade zone in Big Bay.

Mr Mandel's fax to Allen Kalfabun at the NTO requesting him to sent him promotion
materials on Vanuatu,.

Mr Jimmy's letter to Mr Mandel requesting financial assistance.

Mr Jimmy's letter to the Prime Minister to voice his concern about Mr Bani's
comment on the project.

Mr Joy's letter to Foreign Affairs to advise of the Council of Minister's decision to
appoint Mr Daniel Rothschild, as Vanuatu Consul in Israel.

Copy of the Council of Minister's decision to appoint Daniel Rotschild as Vanuatu
Consul in lsrael.

Israeli Mondragen Group's application to Foreign Investment Board.

The fax to Foreign Investment Board on details on the training course to be
attended by Mr Howard Aru in Ireland.

Request for financial assistance from Prime Minister's Office from Foreign
Investment Board for Mr Aru to attend the course,

Mr Joy’s request to Mr Mandel for financial assistance to pay course fees for
Mr Aru.

Financial Guarantee Bond.
Foreign Investment Board document indicating that the Mondragon Group Project
has passed the Board's criteria and recommended that the Board grant a business

license.

Mr Aru's letter to Mr Mandel to advise him about the Beard’s decision to approve
the Mondragon's proposed project in principle.

Mr Ala’s advice to Mr Mandel to provide information to prove that the articles about
Mondragon published in the Trading Post are falss.

Mr Joy's Letter to Mr Mandel to inform him about the articles that the Prading Post
has published against the Group and the State Law Office expressing extreme
caution cn the project.

Mr Mandel's letler to Mr Sepe to claim that he has lodged a case in court against
the Israeli Newspaper.

Mr Mandel's letter to Mr Ala to request him to act for him.

Mr Mandel's letter to Mr Sope to indicate the court case he has lodged in court
against |sragli newspapers.

Mr Aru's memo to Mr Joy to advise that the proposed mission to Israel be
postponed.
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MMM2 The Israeli journalist denied being taken to court by Mr Mandel in a Trading Post
newspaper article,

MMM3  Mr Ala’s letter to Mr Mandel to advised that he declined to act for him.

MMM4  Mr Aru's letter to the State law Office requesting them to give a clear legal advice to
the Board about the Mondragon project.

MMME Mr Aru’s letter to Mr Rowan Downing to thank him for the extreme caution legal
advice.

N1 Geoffrey Gee's letter to the Ombudsman to advise that they have been appointed by
Mr Mandel as Mondragon’s Lawyer.

NNN  Mr Mael sent a fax to Mr Mandel to inform him that they have sent him the maps of
Santo.

a1 Mr Aru's letter to the Ombudsman to confirm that Mr Mandel has paid for his course
fees in Ireland.

P1 Mr Joy's letter to the Ombudsman denying receiving any financial assistance from
Mr Mandel..
Q1 Mr Jimmy's letter to the Ombudsman denying the receipt of any financial assistance

fram Mr Mandel.

R1 Mr Mael's letter to the Ombudsman to confirm having received financial assistance
form Mr Mandel.

U1 Mr Aru’s letter to Mr Maxim Carlot Korman, Minister of Lands requesting him to sign
Land lease in Big Bay.

Uuuz2  Mr Joy's letter to Mr George Tambe to voice his concern about a statement made in
the Trading Post by Mr Alick Kalmelu.

UuUs Mr Joy’'s letter to Mr Kalmelu about the article he made in the Trading Past about
Mondragen's project in Big Bay.

UUu4 16 Chiefs of Big Bay sent a ten (10) point petition to the Prime Minister.

V1 Information from the Official Appointed Trustee of Bankrupt Estate in Australia,
Mr Kenneth Wayne Lamb to confirm that Mr Mandel was declared bankrupt on 17
August 1985, _

W1 The Israel Security Authority 's information on court injunction against Mendragon

XX1 Mr Howard Aru's response to the Working Paper

XX2 Mr Roy Mickey Joy's response to the Working Paper

XX3 Mr Emil Mael's response to the Working Paper

XX4 Mr George Maniuri's response to the Working Paper

XX5 Mr Avi Eldelman’s comments to the enguiry

XX6 Mr Avi Eldelman’s response to the main issues to the Working paper

AXT The Court documents (in Hebrew with translation in English) to canfirm
the courts decision to imposed temporary injunctions

XX8 Mr Jacob Harkavy's response to the main issues to the Working Paper
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APPENDIX “AAA”

RELEVANT LAWS, REGULATIONS AND RULES

CONSTITUTION
Chapter 10
Leadership Code
CONDUCT OF LEADERS
66. (1) Any person defined as a leader in Article 67 has a duty to conduct himself in such
a way, both in his public and private life, so as not to-
(a) place himself in a position in which he has or could have a conflict of interests or
in which the fair exarcise of his public or official duties might be compromised:
(b) demean his office or position;
(c) allow his integrity to be called into question; or

(d)

(2)

endanger or diminish respect for and confidence in the integrity of Government of
the Republic of Vanuatu

In particular, a leader shall not use his office for personal gain or enter into any
transaction or engage in any enterprise or activity that might be expected to give
rise to doubt in the public mind as to whether he is carrying out or has carried out
the duty imposed by subarticle (1).

DEFINTTION OF A LEADER

67

For the purposes of this Chapter, a leader means the President of the Rapublic,
the Prime Minister and other Ministers, members of Parliament, and such public
servants, officers of Government agencies and other officers as may be

prescribed by law.
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LEADERSHIP CODE ACT
LEADER™'S BEHAVIOUR

3 A leader holds a position of influence and authority in the community. A leader must behave
fairly and honestly in al his or her official dealings with colleagues and other people, avoid
personal gain, and avoid behaviour that is likely to bring his or her office into disrepute. A
leader must ensure that he or she is familiar with and understands the laws that affect the

area or role of his or her leadership.
LEADERS

5 In addition to the leaders referred to in Article 67 of the Constitution, the following are also
declared 1o be leaders ;

(e) directors-general of ministries and directors of departments

(i ~members and the chief executive officers (however described) of the boards and
statutory authorities;

MEANING OF “INTEREST”

6 A leader has an interest in a matter in either a business or personal capacity if the leader or his or her
close family, either alone or with someone else :

(a) owns, directly or indirectly, property or other assets of any kind related to the matter, or

(b) in the case of a company or other body corporate related to the matier owns shares in the
company or body; or

(c} is ina position of control in relation to the matter.
CONFLICT OF INTEREST

7(1) A leader has a conflict of interest in a matter if the matter relates in any way to:

{a)  property the leader ditectly or indirectly owns or conirols; or

{b)  property owned or controlled, directly or indirectly, by a member of the leader’s close family; or

{c)  property in which the leader has a beneticial interest of any kind, whether through a trust or
otherw|se

(2) A leader has a conflict of interest in a matter if the leader, or a member of the leader's close family,
could benefit directly or indirectly from a decision on the matter, except as a member of a community

or group.



2

i

T

R



P i
(e) lllegal: or A

(hagainst the requirements of the Act under which the person was appointed: or

(@  contrary in any other way to the raquirement of the person’s office or pasition.
(2) A leader must not influence or attempt ta influence or exert pressure or threaten or abuse or interfare
with, person carrying out statutory functions.
BRIBERY
23 Aleader must not:

{a)  corruptly ask for or receive: or

{b) agree toask for obtain: or

(c)  corruptly offer;

any maney, propetty, or other benefit or advantage of any kind, for:

(d)  himself or herseli: or

(e)  another person or body:

in exchange for his or her acts or omissions as a leader being influenced In jany way, either directly or
indirectly.

OTHER OFFENCES PUNISHABLE UNDER THIS ACT

27(1) A leader who Is convicted by a court of an offence under the Penal Code Act (CAP.135) and as
listed in subsection (2) is:

{a}  in breach of this Code; and

(b) liable to be dealt with in accordance with in accordance with sections 41 and 42 in addition to
any other punishment that may be imposed under any other Act.

{2) The offences are:
(Il making a false statement;

{m)  corruption and bribery of officials;

{t) forgery or uttering forged documents;
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MEANING OF "BENEFIT”

B

A reference in this Code to a benefit derived by a person includes a reference to:

(a)  abenefit derived indirectly by the person; and

(D) a benefit derived, directly or indirectly, by another person at the request or direction of the first
person,

DUTIES OF LEADERS

13(1) A Leader must:

(a)  comply with and cbserve the law:

(b}  comply with and observe the fundamental principles of leadership contained in Article 66 of the
Constitution;

(a)
{c)  comply with and observe the duties obligation and responsibilities established by this Code or
any other enactment that affects the leader; and

(d)  not influence or attempt to influence or exert pressure on or threaten or abuse persons carrying
out their lawful duty.

ACCEPTANCE OF LOANS

21

A leader must not accept a lpan, (other than on commercial terms from a recognised lending institution
and only if the leader safisfies the lending institution’s usual business criteria for in accordance with the
customary practice of a particular place for a during a traditional ceremony), adwantage or fother
benefit, whether financial or otherwise, from a person.

UNDUE INFLUENCE

22(1) A leader must not exercise undue influence over, or in any other way bring pressure to bear on, a

person who is:

{g}  another leader; or

(b)  @ny other person holding public office:

S0 as 1o influence, or attempt to influence, the person to act in a way that is:
{c)in breach of this Code: or

(d)  improper; or
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OBEYING THE LAW

28,

A leader acting in his for her capacity as a |leader who fails to abide by an enactment that imposes an
the leader a duty, abligation, or responsibility s in breach of this Code.

SFPECIFIC PROVISIONS

29

Without limiting the generality of Section 28 a leader who fails to abide by the provisions of an Act that
provides for :

(2)  the public service; or

(d)  government contracts or tenders;

OFFENCES BY OTHER PERSONS

30(1) A person other than a leader who:

(2)

(3)

(4)

73takes part in conduct thal is a breach of this Code: or

(b)  obtains a benefit, directly or Indirectly, from an act or omission that is a braach of this Code

is guilty of a breach of this Code.

A person other than a leader must not exercise undue influence over or In any other way bring
pressure to bear on a leader, so as 1o influence, or attempt to influence, the leader to aet in a way that

is in breach of this Code.

A person who Is found guilty of a breach under this section is liable, on conviction, to a penalty of:
{a) afine not exceeding VT5.000,000; or

(b) imprisanment for a period not exceeding 10 vears;

or both the fine and imprisonment

If the person obtains a benefit as a result of acting in breagh of this section. the court may make an
order that the benefit be recovered in accordance with section 450c 48
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FOREIGN INVESTMENT ACT

APPLICATION FOR APPROVAL CERTIFICATE

5(2)

An investment proposal must contain full particulars of:

(i

()

(k)

"

a statutary declaration that no criminal or taxation evasion convictions have been entered
against the foreign investor or investor who is a legal or beneficial owner of the foreign
Investor and persons who will require work or residence permits and if convictions have
been entered, the date of conviction, the offence and the penalty imposed:

whether the fareign investor or any investors who are the legal or beneficial owners of
the foreign investor or its officers are or have been in liquidation ar bankrupt and if so, full

details of the circumstanceS;

the value of bank deposits together with bank references and the location and value of
tnencumbered assets of the foreign investor and investors who are the legal or beneficial
owners of the foreign investor relative to the proposed investment:

other information as may be prescribed.
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Thiz Declaraticn of Frinciple is m&dﬂfthlE 14th day of October,

T

1981 by the Union of Moderate Farties, which is a duly constituted and
astablished political pa arty in the Republic of vanudru, and which is

nerelnafter reforred to as UMD, L

Whersas UXP believes thal free sntersrise and a government
rreely elecied by the peospie of Vanuatu, which government operatss on
“he princigle of freo enterprise, cemcevacy, and a limited inturference
‘Lth the rights of itg citizens is tre best guarantee Lo safeguard the

_hCiJLdu L rights of all persons living in Vanuati and to snhancs the

‘20pla‘s spirituel and scornomic wall Seing, and .
Wnereas UMP Ras previeusly established a policy of a fres trade

ot
iy
'_-.
U

‘one and politjcal principles as set forth in more detail in

p 3 - - fa} ] [ " i ! i — i, M
eclaration, and wish to dafine tho térms and conditions of that policy

oan in Vanuatua,

3 T - i g - A% b R T o - e
== L}:.‘-CI". - '—!'nJ.It.a the LLIT.-—-';:.-'..]}.E‘_ZI{J nationgl elact:
T

2. That those persons who will form the govarnment, in accord
=

rith its political principles, and in an open and public fashion, dsclare

heir inmencticn te implement one fres zrade enclave patternsd after the

e

CESeNt Hong Kong strugcturo.

©t lass than eighty shousand







*ight (8) miles of ocean frontage suitable to acceomodate @ majo
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tipping port and ncte'!s or other fulldings with beach fruntages

e

3. That those persons whe will ¢srm the goverament, in accerd f-
; .
:‘_‘5 .

i ] . 5w = v 5
with its policical principles, and in an opcn and putlic fashion, declars

their intentien to implewment the l2asing of land of at least elghty thousand

30,00C) hectares for the purpcss of @5tablishing such frzs trade zone,

1greaing that such leasshold is in the best intsrests of the custom SWNErS

"
4

'€ the land; the indigenous citizonsg o2 VYenuatu having an interest in the

i

and, &ven whan not the ecustom ewnel; the communiily in whose locality the lan

i and in the best natigpal intar=st of the Repub

ravidod in chapter 12, Article 77 of the Constirution of ths Republic of

I;hﬁatu.

il
[19]
3
[14]
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nat those cersons whe wiil form =h

en and public fashion, declare <hair

4
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9 That the fvas =rade zone shall ~e estabklished through & l=ass
Ao T 2 term of ninsty-ninsz (99} years. The leszese, who shall be Sramad
~¥. Ltc. of 424 S5t. xilsa ng, Mellborne, Australia, or its noimines, shail
Ay an annu ipase for ithat perzicn of land actually used, or selected for
evelopment by Bramad Pty., UG, or ibs nominee at an aanual rase of Hns
Gllar (51} in United Stacs#s éurrancy per hectese For the cirst five vaears

HIrency per hsctars chareafter.

- . : P v iRl i = P ey ¥ . ahall =
-n2, 1s conducive to favoursbls acanemlc developme h=s U e shall i
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on. Each successive sub-lasgee or asignee shall havel

g . gl - ot YT P ; k¢ .
; UMP agreas to petition *Lhe govarnment of Vanuatu,

=3 | - - - . .
‘easonadnie efforts te efigctuate an agreement with the government
-hat the leasead land shall be exempt fzom all taxes duties and other levies
. 11 I} v 1 -
and from all banking, currency, pcstal and other like regulations of the
jovernment of Vanuatu.

8. UMP agreas that the lsased land shall be used for lawful purposes
nly.

8. Roads, power facilities, water, telephone facilictiss, sewerage,
lants and facilities and other infrastructure facilities shall be paid for

S eintainad by the lessee, in the designatsd leasad area and $hall in no

£

‘ay becoms the financial regponsibility of the Republic of Vanuatu,

wllowing measune as set forth below, would improve the conditlens af thsir
ects for consideraticn by zhe Parliament

£ i cais § Ernc i e : : s .
£ the Republic of Vonuatu, and te that snd, agres te recommend lagislation

=

SHE

- Bev Doyl | oas e Moy Hmimarl P e e £ i i
M Lhe Parllement of the Rspublic of Vanuatu, for the purposs of facti 2CIng

a8 described in this Declarat
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egislaticon as set forth in this Deglaration te establish cns fras
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-G8 enc.ave 1n the Republic of Vanuatu patterned aftsr the
PNg sTructurs,

rtful land owners who
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Jres with the principles and gosls as set forth hsrein. The signaturs of

4stom owner of land shall servs as that owner's agresment that the land

2signatad by the owrner, and attached to tHis Declaration

f leased land for a frzs trade anclave a5 described in zhis

zelaraticn, following and conditioned.ugon the s2lection ©of the government
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IN WITNESS WHEREOF, the Union of Modsra

nand and seal on this 14tnh day of Jetobsr,

g
WUNION OF MODERATE PARTIES bys
3-.

T

Jean MarieVLeya, Vica- Prosident
“\-t

signed by the Custom Cwnar

C:.,_H‘.. L1

"

ierge Yohor, Custom Ownor
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ArpenDix N B 7

CONZLngaid CONTRACT FOR LEASE

]
i

This Agreement is made on the ldth day of October,

between Serge Vohor, fustem Qwner of that land described in attachment

"A" hereto, and hersinafter refarred to as "Custom Owner” anc Bramad

hereinafter referred to as "the lessee",

WITNESS ¢

“\_' This Agresement is made under the terms of and subiect to the

Daciaration ef Principle made by the Union ¢f Modsrate Parties dated
i4th October, 1991 which is hereinafrer referrsd to as "The Declaraticn

Erinc;ple” P

NOW THEREFQRZ, ths parties agree as follcws:

1. Custom Owner agrees to make that land as ls described in

Y

Attachment "A" hsrste, "the land"”

0

; consisting of eighty thousand (80,000

hectares available tc Lessee for & lease as described in the Declaration

SNo ©f Principle, and on the terms arnd conditions set forth in that

Declaration.

5

2. This Agreemsnt shall be conditionad upon the election of the

United Moderate Parties as gen forth irn the Daclaration of Principle,

3. As further consideration for the effectuation of this Agreement,
the parties shall, acting togecher, attempt te raise that sum sguivalent
to ore hundred and fifcy thousand dollars {$150,000) in United States
currency, which shall e provided to UMP for their expenses in
connecticn with t©. 2 slecticn. Said funds shall be provided upon
presenratian nf hana fide rerpipts far axpenditures by UMP, 2nd shall

—
Pl






BT-SEP-20Ee

THIS ADDENRUM to

l4th Ccicber,

14:35

FROM 972 32 TO Bl2e7e24111

BINDER

03

Contingent Contract for Leasa,

19513 -

datad

WHEREAS 1t is traditional that Contraccs be conficmed by the

parties In accord with Melanisan custem angd practice;

NOW THEREFORE, the Custom Owner &s = Farty to the

the recelipt

for Leasa,

daced l4+th Zctoker

t thic tpadition ard ocnpdiaiszm las

4

¢f the value of Two Hundred United

. 3
I2Cslvad

by the undersigned.

et ]
ke

-t

Serge Vohor, CUstom Owasr

Contingent

P.B8-89
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be expended solely for the pu:ﬁcse for providing UMP a fair chance of
reaching the voters of the Republic of Vanuatu with their message and

placform in the upcoming elsction.

4. This Agreement shall fnure te the bensfit of the parties hereto

i
and be binding upon the partiss hereto and their heirs and their assigns

5. The parties agree that the lesses may zssign its interest in this
agreement to a third par:ty.

6. The parties herato warrant theis autherity and ability to ernter

intg this agrsement.

7. This agreement shall be subject to the laws of the Republic of

S~ Vanuatu.

IN WITNESE WHE regs herstoe have

this l4th day o

IS E0 Wi - o
A 1.\.{@ "'*I:"_'-.. o ‘,‘,',.—\‘"
A Director
Serge Vohor, Custom Qwner For ard on pehalf of Bramad Pty.Ltud.
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THIS DEED 1s made the 20th of January, One thousand nine hundred and ninety-two.

BETWLEEYN

BRAMAD PTY. LTD. of 424 St Kilda Rozad. Melbourne.
Australia (hercinalter referred to as "Bramad") of the one part

-and -

CODY INVESTMENTS LIMITED. a Company registered n Ireland

(hereinalter rdferred to as "Cody * of the second part

WHLEREAS

BRAMAD is the owner f a Contingent Contract for tease of land thereinaficr -
referred o as the "Lease”) between BRAMAD and Serge Vohar, Custom
Owner of the said land u:i\fuuumu. attached hereto as Exhibit "A

i
CODY has agreed o purcihase from BRAMAD one hundred per cent (100%%) of
owiersimp in the atoresaid lease and rights under the Declaration of Principle.

attached hereto as Exiubi 13, i

NOW THIS DEED WITNESSETH AS FOLLOWS: |

Las

BRAMAD assigns 10 CODY one hundred per cent (1002%) ot its |
annership in the atoresaid lease and nights under the Declaration of Principle. |
dttached heretd as Fxmbis "8 |

I consideration of the assignment of one hundred percent (100%) of
BRAMAD's ownership in the aforesaid lease and rights. CODY will pay
o BRAMAD the sum of BIXTY THOUSAND U 8. DOLLARS ($60.000.00).

At the signing of this Agrpement BRAMAD will hand over to CODRY all
materials, documents and|maps relanng to the atoresaid lease and will
convey to the latter all relpvant information.

CODLY may transter or aspign the benefit of tis DEED in accordunce with the

provisions ol ihe lease
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Time shall be ot the essence of the obligations ol the parties hereunder,

E
5. No waiver by the pilTEEt‘;S oFany of their rights powers or remedies shall be of
affect unless in writingjand no waiver by the parties ot anv breach shall be
deemed o waiver of any continuing of recurring breach.

-

A variatien of this Deed must be in writing, within sixty days from the signing
af this agreement. and signed by both paities.

8. ITIS AGREED between the parties hereto that there are no conditions
warranties or other terms affecting the agreements herein contained between the
parues other than those embodied herein and the paities shall not be ent-tled to

T rely on any reprasentatiuns whether verbal or written made by either party o the
uther except such as unmade conditions of this Deed

N WIENESS WHEREOF the parties have hereunto set their hands and seals the day
andd veur (st herembetore writien,

FTHE COMMON SEAL of BRAMAD

PTY, LTD, was hereunto aitived in |
accordance with its Arnicles of )
Associunion in the presence of' )
2 .l\l If‘-’.'
¥ o gt =]
\*A/ i r\l .I 'L'T'\\_/J |
, A PALY uil
...... 1..\1..]. . - L.ail'_l,;q

SN S . ILars

[HE COMMON SEAL OF CODY ) Fal N
INVESTMENTS LTD, was heréunto ) ;(‘?' P e
atfixed in aceordance with s Alticles of |

Assoclation in the presence of | ) N\ L
Y
2l - I
s NN T igrcior .
e !' ars f.:.‘:li:ﬂid‘ i
NN e e S L ..'th-;,,;l;:
KRS S ..:.I':1|,'.r"1: )

Williess
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Dear Friend,
It has been a long trip but we have finally arrived!

When we emburked on this venture, nobody would have foreseen that our path would be
harred by those who hold themselves above the law

[ would Tike to take this opportunity to thank you for vour patience, understanding and
support. Itis ulso opportune to review the milestones in our short history so that you
have a clearer understanding of what really went on.

Perhaps the most alarming event, in terms of its unjustness and malice, was the smear
campaign conducted against the Fund hy the all-powerful Australian Securities
Commission (ASC), Those attacks had a single goal—to destroy the ILF. As vou will
see, the seeds to that episode had been sown some years hefore by Tattersall's.

[n 1987, the Victorian Government passed a piece of legislation dubbed “the Stefan
Mandel Amendment”. This discriminatory amendment was introduced at the behest of
Tattersall’s for the specific purpose of prohibiting the formation of “commercial
syndicates”. Now. some of you may question whether this is [air. or even legal,
particularly since it was introduced because Tattersall's coaxed the Government into
believing that [ presented a threar to the game. Nothing could have been farther from Lhe
truth. Even a child knows that, no matrer how many lotto tickets 1 or anvbody else buys,
it would not affect the odds. The amendment proved o be an exercise in futility and a
waste of taxpayers' moeney. Neither the Governiment nor Tattersall’s had sought to
ascertain whether [ would even be interested in ferming a commercial syndicate for the
purpose of playing Tatslotto games, Had the question been put. my answer would have
been unequivocal—Tautslotto dividends are too paltry and the odds of winning are too
remote for a commercial investment,

Nonetheless, on Ist August 1989, Tattersall's suddenly changed the rules of its game.
The circumstances which brought about this reversal are, in themselves, interesting. For
two months previously, Tarrersall’s had widely promoted a Superdraw and tickets had
been sold throughout Victoria and other states. During this promotion, they had learned
that a group of people had entered the draw as individuals and that, collectively. the
group had covered all possible combinations: I—;Hrhﬂ[‘}ﬁ that. by 1tsell, might not have
precipitated such a rash response by Tuttersall's but the added provocation that 1 had
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organized the winning system wis the catalyst for its subsequent actions. Twelve days
before the draw, Tawersall’s changed the rules of the came. Irsimply decided that
irrespective of what had transpired in the past, the conditions of @nlering coupons will
differ so as 1o prevent “my graup™ from entering the [ Zth August Superdraw. Ir didn't
make much difference. | charered three small planes, shipped the coupons 1o orther
stires and enlered the game anyway, As a result of those 2ffons, a couplz af our ariginal
unitholders, Thomas and Ludmila Bischot, won the first prize of 642000 in that
Superdsaw, A tortnight later. they went o collect their winmnings and guess whart
Happened! Tuntersall’s delayved, prevaricated and finally refused payment. Why”
Because the Bischols were "ussaciated” with my compuny.

Alter a three year law suil costing $168,000 (which | funded). the Supreme Court
erdered Tattersall’s to pay the Bischofy their rightful winnings plus interest and costs.
However. the traurna of being badgered by Tuattersall's lawyers and the dashing of their
dreams of finaneial independence had cost the Bischols two nervous hreakdowns, Quite
d difference to the image of chunty und benevolence that Tauersall's likes 1o portray.

In Decenber 198Y, one day befare enrering the Superdraw of 91k December, the
Vicroria Police invaded our offices. Again, that action was traceable directly to the
offices of Tattersall’s. On thut occasion, the police carted away all our equipment,
coupons and records, virtually emptying the office.

Within hours, we were in the Magistrate’s Court demanding the return of our property.
The case was cleur-cut. The police were ordered w return ull of the equipment forthwith.
The case was subsequently heard in the Supreme Court and costs were awarded against
the government. Agam, despite Tattersall's shenanipguns, we entered the Superdri and
won thousands of prnizes,

The following year, the Vicrorian Government passed a piece of legislation dubbed “the
Stefan Mandel Amendment Mark 11", Tt aimed w stop me from pluving the game by
limiting the amount one person could invest. Since | had already announced publicly my
ureguivocal intention not to play in Australia, let alone Vicroria, this amendment not
only adversely affected millions of players, bur was also an amrogant waste of taxpayers
money, This really annoyed mwe. So, I placed full page advertisements in Melbourne
newspapers. The favourable response to my indignation lit the switchboards of
Tarttersall’s and the responsible Government departments.,

On 27th September 1991, we closed the Fund (ILF), having sold all of its 5.000 units.
Within days we were visited by two officers from the ASC, who demanded our
unitholders’ register. The officers claimed they were conducting an investigation as a
result of o complainr “from o member of the public”™. They refused to tell us the nature of
the complaint, who the complainant was, when it was resistered or. mndeed, provide any
information whatsocever which might ease our confusion. So we ook them to court.

In the meantime, the ASC wound up its publicity machine. Stulements went oul Lo the
press implying that we were breaking the law and they would close us dewn. It worked,
The judge compelled us w hand vver 1o the ASC the unitholders' register and all ather
documents belonging (o the 11.F. We complied but appealad that decision. Possession o
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cur registerand documents didn't g e the ASC the answers they swers sroping for
None af s hid misappropried any funds. None of vs wasdiving o Rolls Roves or
living inthe Bahamas, Sunply per, thers was ro nzst of linanciul conspizators. Perhaps
this is the point where disillustonment set the ASCs Jutire course. Who knows? Either
wity. the ASC decided 1 desiroy the ILF iy order 1o sive Tace, The meuans by which il
setibout doing this would be alarming 1w non democratic regime. let alone Australia,
The maxim. “power corrapts and absalue power cormipls absolutely™ has parnenlar
stgnitivinee whenapplied w the behaviom ol bureaucrats se aihiing by cover their
racks or. worse. bent.on promorion,

On Friday, [st November [991, our lawvers were in conrt. whiting for the judge's
reasons for ordering us to hand over the docunients to the ASC. Behind the backs of our
awyers, the ASC went to another judge. in chambers. and usked for an injunction o
fresze our Fund and fo- the appointment ol aieceiver. There is 10 precedent For the
appaintment ol receivers 1o suceesstul businesses which have no ereditors. no missing
lunds and av dissatisfied unitholders. But that didn’t deter the ASC. Nor did it prevent
them [rom offering false wstimony. withholding material information adverse Lo the
ASC claims amd. tor afl we Knsw 4 hest of uther omissions. UNSLTIPTONS OF unsupported
allegations o bolster ity case, We were handed the injunction papers i noon on the same
Friday foracourt appearance on the following Weilnesday morning. We were lell half a
dav. a long weekend and Tuesday s Melbourne Cup Day to agsemble responses o the
ASC s unyustfied demuands, Thetr tetics were 1o be commended: the timing way
tended o trpose such waonkload <trans on us that the demamds conld not e met For
the next Y6 hours our offices were alight. None ol us slept. W [axed to all our
uiitholders the court documents together with the tull story of what tricks the ASC was
g to and whatit was tryving w do. We offered all our unitholders the alternative to
withdraw trom the Fund with a full refund of all their monies (in case they were
wornied). We also offered the opportunity for unitholders to express their views in
writing, whether in support of the ILF or not, to the ASC. By Tuesday nieht, people
were flying in from Perth, Svdney. Hobart, Adelaide. Brisbune and New Zealand, their
hriefcuses lilled with tetters. The letters wrirten by them and other unitholders,
unanimously opposed the ASC's actions. Wednesday morning saw us 1n the Federal
Court with tour barristers. four sohicitors. | 084 letters of suppurt and o court room
packed with our unitholders. What a sight for very sore eves, And what dismay for the
ASC. Our ltwyers advised us 1o ask Tor an adjournment unul 27th November to auther
the balance of the letters [rom our unitholders.

On 27th November. we showed up in comt with 2,360 letters, none of which. Tam prond
to say, sought a withdrawal from the Fund. Again, not 2 seat in the house! Our plun was
to put Juson Taylor tour principal ASC investizator) and his fellow antagonists on the
stand. under oath. The notion of a setlement out of courr was “{Toated” between the
opposing lawyers. From the ASC's puint of view. they could see the difficulty of
detying a solid wall of unitholder opposition (and Jason Tavlor probably wanted to ol
as far away [rom that court room us pessible), From cur point of view, we did nor
commercially relish the prospect of 1 protracted court battle. Our primary responsibility
was o the business interests of our 2,560 1|n@hn|:lg¢1‘.~; and thar entailed winning lotleries,
not contesting legal challenges. So. we settled out ol court.
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As part of the setzlement, the ASC demanded thul we ke yet another offer m our
unitholders ro have their monies refunded. Obviously—if illogically—it hoped that &
policy of atrrition would work, Wrong! Cnly seven of the 25360 unitholders were
nersuaded by the ASC s intimidation tactics and of those seven, four sought

e atimission @ the Fund, [ am sure vou will agree with me that the endorsement ol
umitholders was not only an expression of their contidence in our abtlities and integrity
hul. of meore fundumental importance. udemonstzation of demucraitie independence,
We were ulso instructed o appoint a new Trustee for the Fund. one appraved by the
ASC. [0 return, the ASC undertaok o process all our applications expeditously. N
even in the dictionaries of “Bureaucratic Speak” could the word “expeditiously” have
such a different interpretation than thut which the ASC applicd to ir. In fuct, the ASC'y
deliberate postponements, threats and excuses almost prevented our success 1n Virginiu,
On Sth December, the *"Sunday Herald-Sun™ published a very dumaging article about the
Fund. It listed the names of some prominent people who were unmitholders It wus
ahviows that the ASC, in contempt of court, bad leaked infurmatian and names o the
press, The author af the urucle, Bronwen Martin. wis present in the Federal Court on
37tk November where she indicated ta a umitholder that she had a professional
association with lasan Taylor, ln o later statement as W0 Lhe souree of her information,
Murtin cited documents provided by rhe Federal Court. Subsequent checks showed that
1o be 4 lie. On 9th December, 39 days alter obtaining the imjunction and 12 days after
the settlement out of court, the ASC issued a deliberately nusieading press release, It
strongly implied that it (the ASC)H had just obtained an injunction and, in conseguence,
had applied for the appointment of a receiver for the Fund. Clearly, the press releuse wis
searernongering, again aimed at destroying unitholders” contidence in the Fund, The
press release had a npple effectin se veral newspapers and u few worried unitholders
called us up, asking whether we had to go back o coun

We immediately set about huving the wrticles retracted and we pointed out the ASC's
deception. Typreally, the resultant notices ol retraction were published in obscure parts
of the newspapers (somewhere on page 28) but the acknowledgements had been made
and they were noticed by our unitholders. On 24th December, 5+ days after the ASC
injunction and 27 days after the settlement out of court. the National Australia Bank
froze wll our bunk accounts, This action was taken solely on the busis of an ASC lenter to
the bunk. dated 19th December, which was attached to copies ol the court documents
from 1st and 6th November. The bank informed us that, on the busis of those documents,
we were in receivership. The bank had formed that judgement without even asking the
rudimentary question, “where 15 the court order”. There is litle doubt that the bank’s
hasty und highly irregular action was influenced by the ASC's letter—although the bank

could not justify its behaviour on those grounds. Again, we ook remediul measures and
the frozen funds were eventually released.

As u part of the out-of-court seltlement. we proceeded ro seek the appointment of an
approved Trustee (o our Fund. We knocked on the door of almost every Trustee
Company in the country but, myvsteriously. nobody wanted (o talk to us. Having since
found out that errant ASC investizuwors often slur u compuny s reputation by a few
discreet words mentioned here and there, (“such and such w company is under
investigation’™) i is not difficult o surmise thut we were victims of the same mischief.
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By now. we were zetting desperate. [ we couldn™t Iind o Trustez. the Fund wonld
collapse. The A5 would merely convines the court of the necessity™ W appointa
receiver. (and no recerver has o grain of sxpenience I our WGUE BUSINESS a0y Cise ).
and we would have been quickly sucked drv,

Through our nverseas contacts, we obtained from Barclays Bank on the Tsle of Jersey, a
written undertaking ro act as Trustee, The ASC learnt of that commirment and within 24
lours we reeeived a leter from Burclays telling us they changed their mind

[n the end, Lowe Lippmann Chartered Accountants of Melbourne agreed to become
Trustees. The ASC used every trick in the hook to sabotage this appointment. wicluding
unredsonable demands <uchas $300,000 lquidity and $20 mitlion ina prolessional
msurance policy. One by one. we eliminated every obstacle, provided the cash to satisly

the unreasonable “liquidite” requirement and Lowe Lippmunn became the [LT Trustees,

On [5th February 1992, we won the Virginia Lotrery and . the rest (should have been)
history ™.

But three weeks later we fuced the threat of having our winning teketinvatidared hy the
Virgimia Lottery, We subsequently discovered, under the Freedon of Information Act
(FOM, that the ASC had supplied the Virginia Lottery with documents and newspaper
articles, That and telephone discussions had caused the Virginia officials to doubt our
hona fides, We found ourselves under investigation by the FBI, CIA, [nterpol and Secret
service. all seeking to link us twa criminal organizaton of one description or anather.
Whether we were members of an international mafia, arms smugelers, drug dealers or
simply money launderers was never made clear, Ewventually, we were shown to be only
business entrepreneurs. Certainly. our collective skills had enabled us seoiop the
largest lottery ever held in Virginia. assemble the largest louo svndicute in history and
win the largest amount any svndicate bud ever won but, for all of that, we were still
ordinary businessmen. Our ticket was validuted.

Our next challenge was from the Richmond. Virginia otfice of the Internal Revenue
Service. [t was unaware of the taxation treaty between the US and Australia. With its
pennants flying that badge of error, the Richmond branch ordered the Lottery
Commission to withhold 34% in taxes from our winnings

Following lung and intensely frustrating months of negotiations with the [RS in
Richmond und Washington, we found ourselves unable o obtain 4 clear ruling resarding
pur taxation status, To skip the mevitabilicy of further obstructions, we issued an
Injunction w prevent any withholding of taxes from our winnings, We won the cuse
hands-down in the US District Court, The IRS preferred not to challenge the judac's
opinion. Throughout all of those manoeuverings, the spectre of the ASC was hovering in
the background—undermining here, intimidating there and still charged with the
misdirected energies of u zealol, It was revealed to us at this time that the ASC had held
seven secret ineetings with the General Manager of Tartersall’s, Peter Gillooly. to
discuss the “ILE/Mandel problem”, We decided ta rransfer our ILF units off-shore.
heyond the ASC's jurisdiction and unwaranted imterlerence, Qur mitial efforts were
thwinted by the ASC threatening us with prosecutions. Even though the rransfer plins



hui been endorsed by our law yers. we regarded uny challenge o the ASCs blult uy
being commeraally nan-viuble at that stage. Our paans wers theretore deluyed. As i all
rhe hest movies however, justice and nghteousness prevail. Our units in the [LF were

successtully ransterred to the Pucific Basin Fund (PBF), which 1s resident n Honge Kong.

Our next step wis to discount the income stream from the ynnuity and w obtain a lump
st payment, Without that, we wauld be unable o resume qur plin of playmg sis
International loteries o veur,

One of the chiet ditficulties in arranging transactions of this nature is the unfumiliarity of
financidl imstinpons with the mechanics of such an instrament. This, coupled with the
inherent conservatism of the finunce sector, was adelaying factor in the decision-making
priscess of some of the entities we were dealing with. [n two instunces, it caused us
lerpnnite negatiations. Added (o those consideralions swas the Y0 day period allowed tor
the TRS ta appeal the court decision regarding the withholding of taxes: That expired Gn
ek Janoary 1993 Nodiscounting ransaction could have been completed betiore the
appeul period had lapsed Finally, the months of baraaining, ventications, soring oul
legal complexines and so forth paid off. The sertlement wis achieved through Globalor
Limited, & qualifying compuny in Gibraltar,

Among the conditions we had soushr throushout our dealines with various instiwtions
wits 10 have in place o mechanism which would streiunline the conversion ol annuities
resulting fram our future wins. Most of the parties we had approached were hesitant
about commiting themselves o such long-term wrangements and, even then, the
separate rransiacrions promised ta be prolonged. The agreement we have struck with
Cilobalot Limited avoids those problems: there is o suarinteed acceplance ol our Mature
annuity payments and the discounting ol the income strewm from these snnuities will be
i three day exercise only.

Chic ol the muost frustrating aspects of this entive sagw was our mability to communicate
with you treely and frequently. Experience constantly reminds us of the reasons for our
imistrust of the ASC and the experiences of so many others serves only to reinforce that
vigw, Only recently. we have been presented with evidence that each and every item of
correspondence we have distributed to unitholders has been handed over to the ASC
tincluding this one, hu! haly which, mntwrn, “edits™ it betore leaking selected pieces o
the media. [tis regrettable that the ASC should continue its prejudices in this manner but
it ts more unlortunate that one of our own unithelders should be u willing purty to those
netivines As for the ASC, 1 assure vou that they will he kepr busy for a while. Abour 8
months ago, Lealled a press canlerence W announee the formation ol Warchdog
Associnnion Incorporated, A nanonal associalion whose aim s to bring the wayward
behaviour of the ASC under the public spotlight. At that time, [ pledzed $25,000
owirds funding Warchdog,

Watehdoy hias conducted o vigorous campaign of identifying the extent of the abuses of
power conmitied by the ASC and what has emerged is G alarmne picture of
harassment, vietinrzation and dentals of individual nghis,
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Bur Watchdowg 15 not the only arganization inrerested in the ASCs recnrd of destruction
Queensland Senator Bill O Chiee has initicted u Senate enguiry into the way the ASC

handles its investigutions.

Watchdog estimites that the ASC 1y responsible for the destruction of S300-400) million
waorth of active Businesses m Austealis annually, There we thousands of small
businesses which can ill-afford the immense legal costs invoelved n fighting a
hureaucracy acting well beyvond its charter, [1is vital to hult these ubuses hy povernment
and its encroachment on individual civil liberties, You can contribute to this effort by
taking up membership of Watchdog Association Ineorporited. Sanply write 2 cheque for
AL tor a Company or AS23 for an individual 1o Watchdap Association, attenticn
Andrew Wade. Co-ordinator, 424 St Kilda Road. Melhourne 3004, Australia and
hecomea invelved, You will receive a regubar informative newsletter and the benefit of

advice, including general legal guidance relating 1o vour entidements vis-a-vis the ASC,
[ should emphasize o you that the point of my letter is not to persuade vou to Jurn
Watchdog but to explain the persistent efforts of the ASC 1o destroy our Fund, You and [
have been close partners throughout this venture and have shared the frustrations.
disuppointments aod gladness of the past lew years. Becanse of our close mvolvement. it
is only proper that you should be famihar with the fucts. As you have seen. our plans
hiave been spiked so often— and so needlesslv—by the ASC. No democracy can tlerate
arelentless and systematic encroachment on individual liberties. The ILF s expericnces
should stand as an example as to how fragile the balance between state power and
individual rights really is.

ook forward to communicating with vou within the next few weeks regarding our next
draw. In the meantime. you will have received communication from 1EM in Hong Kong
with respect to the payment.

kindest regards,
y\&ww}_//\

Stefan Mandel
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Appenpiy B

1S UEED is made the 27" of Sa,:i:tembur, One thousand nine hundrey and (unety-aight

BET'WEEM

CGOY INVESTMENTS LIMITED, a cempany registered in Irefaed (harainalfter
referred ta as “Cody ") :Pf the hirst parst

| anel

CARMAL PROPERTIES iu‘JC, a company registered in the Brit'sh Virgin Islands
(hereirafter referred to As “CARMAL") of the second nart

CQO0Y 1s the owner of a contingent Coniract for lease of 80,000 hectareés (800,000
dunam) of land fherenafter raferred 1o a5 the “Lease”) between BRANAD LTC.

and Serge Vonor. Custom Owner of the said iand in Vanuatu, attacted hereto as
Exrfutng YA :

|
CARNMAL nas agreed to purchase from CODY fifteen point six two five ger cent
(15.625%) of ownership in tr'.a! atoresaid lease (125,000 dunam) and nghts under
the Declaration af Principle, attached hareto as Exhibit "B,

NOW THIS DEED WITNESSETH AS|FOLLOWS:

H“'
A,
8.
\‘--’ k

|
CODY assigns ta CARMAL MralIEn pamit six two five per cent (15.625%a) of
ownership in the aforesaid ease (125,000 dunam) and rignts under the
Declaration of Prine ple, attached herete as Exnibir "8

&

I consiceration of the assignment of fifteen point six 1wo tive per cent (19.625%) of
COOY s ownership in the atoresad 'ease and nights under tha Declaration of Principle,
attacnen hereto as Exhigit "87, CABRMAL will pay to CODY the sum of two dollars US
(32,00} per hectare per annum. tar the tirst hve (5) vears and ten doars US (510)
per NecIare per annum inerealter,

CARMAL undertakes to invest, or causa the invastment of, an amount of bwo and a
hall million dollars ($2,500,000) in the development of the said land i Vanuatu, over
a penod of three (d) years from the date of this Agreement.

Shoutd CARMAL not tulfil its undertaking trom paragraph [3) above, &l tha rights
gnuring from the lease and this Agreement wil revert to COOY and this Agraament
shall be deemed null and voic. |

AL the sigring of this ﬁ‘-greeman't CQADY will nand over o CARMAL al' mararials,
docurments and maas refating toitne aroresaid lease and wiil coenwvey to them all
resevant itormation, -

"~ PAGE:@3
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6. CARMAL may only trarsfer or $ss£gr1 the Benefit of this DEED in accardance with rhe

provisions of the Lease and the

under-:aking fram paragraph 131

Ceclaration of Princigle, upan fulfiment of s

/. Time shall e of the essenca of|the obligations of the parties hereuncer

|
5. No walver by the partias of ar‘.yiof their rights, powers or remedias shail be aof affect
unless in writing and ro waiver by ths parties of any nreach shall be deemed a waiver
of any continuing of racurring braach,

agreemsnt, and sgnea by both narres,

19,1T 15 AGKEED patween tha parties heraro trat there are no conditions, warranties aor

other terms affecting the agreements herein contained betwesn tha parties othar
than those embodlad herain and the parties shall not 5e entitied to reiy an any
representations whether verbal or written made by either party to the ather excapt
stch as unmade corditions af :his DEED,

IM WITNESS WHERECQF (he parties have hereunto set their haras ang seals “he day and

year first hareinhefore weirten,

THE COMMON SEAL of CODY '
INVESTMEMNTS LTO, was hearegpra
atfixea in accordance with its Art cleg)

of Assosistion in the gresence af | -

fur and on b:c_ha_.l‘}' of ' EE _,f i

.
.
~
.’_ "_
T e Lo
]

L A

authorised signatory
MHE COMMON SEAL OF CARMAL
FRCOPERTIES INC. was haraurta
aflixed 0 accoroance witn irs Articips]
of Associaten in the presancs of: |
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2. A variation of this DEED must ba in writing, within sixty days from the signing of this

_ o CARMAL FRGPEHTIES INC.
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THE “MONDRAGON"” COOPERATIVE SOCIETY LTD.

Introduction
The purpose af this document 1s to introduce the Cooperative Society, the idea behind it, its
operative plans in Isracl and abroad and its intrinsic potential.

It is a well known fact that from the beginning of time man kind has aspired to formulate
an economic philosophy based on principles of equality, economic sovereignty and
democracy, which would enable it to reach a high standard of living as well as a high
degree of social and economic harmony. This aspiration has yet to be fulfilled in most parts
of the world while the socio-economic gap between people has grown further and further
apart. All the economic models/philosophies such as Distributism, Communism and State
Socialism, where remedy could only be attained by way of a complete re-distribution of
wedlth by revolutionary means, have failed. Even the capitalist model, while being the least
of four evils, has failed to nurrow the socio-economic gaps and has been plagued by severe
inequality (the three richest people in the world hold assets that exceed the combined gross
domestic product of the 48 least developed countries in the world).

The only economic model in the world that over the past 43 years has consistently and
successfully acted as a protecting buffer for its members against some of the economic
evils, such as inflation. recession and unemployment has been the one that materialized in
the town of Mondragon, in Spain.

The *Mondragon™ model in Spain

This economic model was created as a cooperative model, functioning successfully since
1956 in the town of Mondragon and its surrounds. located in the Basque region, in
Northern Spain. What used to be a tiny, poor village 43 years ago is now a busting town of
55.000 inhabitants. Today, the Mondragon network has over 25,000 members and is made
up of a cluster of 170 cooperatives, most of which are involved in heavy, light and building
industries, trade, research and agriculture. The Mondragon network also features a few
dozen educational institutions. on i cooperalive basis, from kindergartens to a university, a
research centre and other institutions of high learmng. Research and training of
management and professionals is also centralized. All these businesses are fully owned by
members of the cooperalive.

Two institutions - the bank and the insurance company - are the umbrella orgamzations
serving all the cooperatives. The bank is the tenth largest in Spain and plays a central

role in the development of the cooperatives, supplying funding und credit. Mondragon's
chuin of supermarkets and hyper-markets 18 the third largest and fastest growing in Spain.
[ts manutucturing plants are the largest exporters of machine tools in Spain and third
largest supphers of automotive components 1n Europe. All these have made Mondragon
into the only self-sufficient "economic enclave” whose success has never been tarnished by
the perils of inflation. recession or unemployment, The number of employees in the
Mondragen system has steadily grown, even in periods of crisis, recession and growing
unemployment in Spain. This success translates into a $7.5 billion annual turnover and an
annual growth rate of 34% (1997) while the value of one share stands at $560.000 certainly
making it a success story which has no equal in the world.



The three basic elements which account for Mondragon's success to-date are:

l. Full personal involvement of all members in the affairs of the organization.

2. A management decision making process based on internal polling of all members prior
to embarking on any new venture; only if the results of the polling indicate an internal
consumption of the product or service provided by the proposed venture of at least 30%
will the decision be mude for embarking on the particular venture.

3. A downsized management structure which renders it more efficient and generates
substantial cost savings.

Aims

The aim of the Israeli Mondragon Cooperative Society Lid. is, to establish an autonomous
and international economic, cultural and social enclave, based on the Mondragon model in
Spain. This enclave shall act as an entrepreneurtal and technological think-tank and as a
Closed Membership Club. that will endeavour Lo protect its members from some of the
cconomic evils, such as inflation, recession and unemployment. The organizational
structure of the Society does not allow any internal or external elements to gain control
over the decision making process of the organization. Participation in the initial capital
of the Society, in the amount of $15 million, shall not entail any financial or other risk
on the part of the members.

Goals

e

The goals of the Mondragon Cooperative Society Lid. in Israel, are:

e To achieve a membership level of 25,000 members, covering the full runge of
prolessions and occupations.

 To organize The Society’s activities in the spirit of the principles of private property.
cquality, mutual and professional assistance. with the purpose of improving their soctal,
economic and cultural conditions.

e To implement the principles of the Mondragon, Spain. socio-economic model in all
The Society’s activities.

e To grant franchises for the establishment ol similar Cooperative Societies in other
countries. which will widen the runge of economic activities, increase the size of the
internal market. provide new sources of equity capital and profits to its members.

o To conduct business in Israel and overseas: o establish new business ventures und/or
joint ventures with current ones.

o To establish social and cultural institutions for the benefit of the members and their
tamihes.

o To acquire a 99 vear lease in an off-shore environment, in order to establish 4 Free
Trade Zone and financial centre.

o To establish a “two-way’™ consumers club.
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The Right Honourable Lord Keyes of Zeebrugge and Dover, Baronst

ev‘Jr gy Ty S o .

W'

T
Teaton

Mauidstone
Kent MEIE SAU

Tel; (0}1622 812785
Fax: (71622 814353

Honourable Willic Ji Rarua, MP,
Prime Minister of the of Vanuata,
vate Mail Bag 056,
Port Vila, Vamam, 6, July 1999
Pursuant to the discusgsions conducted by our associate Mr Mike Oliver with Your
and WMMmmp%'s planging, y Investments Lid,
has the pleasure in ing an invitation Excellency, Honourable

Cody Investments Lid, of which I am the Chuirman of the Board of Dircctors Is 2
rcgistered in the Republic of Treland, with its management offices af present in Israel,

If convenient to Your Excellencies, we propose o hoid the ing in London on the 21 of
July, when a lunch at the House of Lords will be held. Tb that W that our
honoured guests should arrive on the 20th (departing from Vapustu on the 19th) and stay untii

the 23rd.

‘We hope that these datey are acceptable, but if not, that will propose aa alternative date for
this meeting on a weekday in Jul .mmbhmmmmmmdm
sccommodation arrangements w;khmhmmmywmm.

We also nced to know the names of the other persons accompanying Your Excellencies.

As we understand that H.E. the Ambassador of Israsl to New Zealand, Mrs ia Shukron, is
mmmmmzlnwwwﬂhmhqumMmm
following day, we bope that these respective dates will not conflict.

I suggest that regarding all arrangements and confirmations, Your Excellencies’ assistants
linise with Mr Stefan Mande], at Tei. 00972-3-624-2433 or 00972-3-525-5206 or Fax 00972-3-

The proposed agenda for the conference is:

1 of airports
2. Mmmmwm s
3. Nadonal Housing jon Projects

4 of IPC-
3. Fres Trade o,

- Ws

Honorary Consulate in Israel
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In view of the above, we would like to make the following comments:

1.

One of the members of our Group is a company by the name of Jet Aviation Inc. whose
business is building aircraft, while one of its divisions develops airporis. They would
undertake the upgrading of the airports in partnership with us and would be prepared to
fund the upgrading of the fleet as well,

With regard to the Ni-Vanuatu Business Development Centre and The National
Housiog Corporation Projects, these are interesting projects in which we would like to
be involved and to receive further details, in order 10 determine the extent of our
participation.

We have secured an invitation for the Government of Vanuatu to become a member of
IPC-TUFQ (The Iniernational Project Centre - The International Union for Family
Orientated Organisations), an organisation within the United Nations, which, among
other things, will provide aid and funding for various projects that "... contribute
towards the improvement of the living conditions of the populations”.

Most importantly, however, our group ig in a position to provide assistance in the arens
of water and electricity, as it has at its d]sposafO Modular Power Stations of up to
25MGW as well as a unique water treatment system, which wouid also enhance our
ability w develop the Free Trade Zone in the Big Bay area on Espiritu Santo.

As to diplomatic representation from Vanuaru in Israel, our preliminary discussions
with the Foreign Minister indicate that the Israeli Government would look favourably
upowh an application from Vaouatu, providing the project is backed financially by
our Group.

Furthermore, we understand that there is a group of trainees from Vanuatu in Israel who are
undergoing training in the field of agriculture. This is an area in which cur Group could lend
signuficant assistance, given Cody's connections in Israel and the lagter's standing as one of the
most advanced countries in the world in agricultural technology.

We greatly look forward to meeting Your Excellencies and are confident of a positive and
constructive outcome.

[ have the honour to be your obedient servant,

Wemen__

The Right Honourable Lord Keyes of Zeebrugge and Dover
Chairman, Cody Investments Ltd

TOTRL .85






GOUVERENMENT GOVERNMENT
DE LA OF THE
REPUBLIQUE DE VANUATU AEPUBLIC OF VANUATU

BUREAU DU
VICE PREMIER MINISTRE
MINISTRE DU COMMERCE
ET DU
DEVELOPPEMENT DES ENTREPRISES

OFFICE OF THE
DEPUTY PRIME MINISTER
MINISTER OF TRADE
AND
BUSINESS DEVELOPMENT

FACISIMILIE TRANSMISSION

The RT. Hon. Lord Keyes of Zeebrugge and Dover
Chaiman Cedy Investments Limited
St Georges Lodge

Malling Rd
Maid Stone

o Kent ME 18 5AU
Londen
United kingdom
Fax: (00972-3-624-2279)
Our Ref: MTBD/103/14/ANJ/g 13% July 1998
Dear Right Honorable Lord Keyes,
Subject: Confirmation of my participation at the Business Development

Conference in London, 21 — 23 July, 1999.

Thank you so much for the number of discussions we have had and also the
discussions with Mr Mike Oliver in regards to the proposed invitation for myself
and the Right Honourabie Prime Minister to visit London to attend 1o the
proposed Business Development Conference schedule for 21 —23 July, 1898 in
Lenden.

—

| have had a very extensive consuitation with the His Excellency, the Rt. Hon.
Prime Minister, Hon. Donald Kaipckas Masike Vanua on Monday 12" Juiy anc
again yesterday to brief him on the nature of the conference and impertantly on
the various projects that will be the subject of our joint discussions in London with
the view to possibly sourcing external financial and technical assistance in
assisting the people and Government of Vanuatu in realizing the long term
benefits of these investments.

Sac Postal Confidentiel 056, Port Vila, Vanuatu Private Mail Bag 056. Port Vila, Vanuatu
Telephone (678) 25675 - Fax (674) 25677
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As | alluded in my telephone conversation yesterday with your Mr. Mike Qliver,
the Prime Minister whist applauding and endorsing this initiative, regrettably
cannot attend in person due to various pressing commitments in preparaticn for
the up coming Parfiamentary session and the 18" Independence anniversary
celebrations on the 30% of this month. The Prime Minister has however,
confirmed my participation as his representative to attend to this important and
historical Business Development Conference as your guest in London from
21-23 July, 1989.

The Prime Minister had advised me of his recognition and suppert of the
initiatives and steps being undertaken by the Cody Investments Limited in an
offort to assist the ecnoncmic development of the Republic of Vanuatu.

As such and by virtue of the Rt. Hon. Donald Kalpokas MASIKE-VANUA, Prime
Minister of Vanuatu's confirmation, | will be leading a team of three officials to
| onden te attend the proposed conference as planned..

My propesed delegaton will comprised of the fallowing cfficiais:

1. Rt. Hon. TAPANGA RARUA Willie Jimmy (MP)
Deputy Prime Minister & Minister of Trade & Business Development

2. Mr Georges MANIURI
Director General
Ministry of Trade & Business Development

2, Hon. Hamiison BULU
Attorney General
State Law COffice

4. Mr Roy Mickey JOY
Director
Department of Trade, Industry & Investment

Given the limited timing now available to organize our travel pians to Londen, |
have instructed my officiais to organize our travei plans to London from Port Vila
through our usual travel Agent. It is in this respect that | propese that you refund
our travel fares pavable by chegue to the Vanuatu Government upon arrival in
London and which will subsequently be transferred back to our normal Cverseas
Mission Budget. | believe you will appreciate this arangement in view of the time
constraint we are both faced with.

JITRONOSH " ISINIH e Lgi¥T 86, 1
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In deing so, we will foot the entire airfares for the delegation here and be }
expected to be reimbursed once we are in London fer the conferenca.

The proposed agenda for the conference is accepted and we look forward to our
meeting in Londen on the dates proposed.

| am sending herewith a copy of our travel itinerary and would be grateful if you
could canfirn in writing by facsimile the proposed airfare arrangement as

mentioned.

| lock forward te meeting you and the rest of the entire Ceody Investment
Directers in Londen on the 21 July as planned.

Accept dear Excellency, the assurances of my Government's highest
consideration.

Hen. TAPANGA RARUA Willie Jimmy (MP)
Deputy Prime Minsiter &
Minister of Trade & Business Development.

CC: Rt Hon. Donald KALPOKAS
Prime Minister of the Reputlic of \Vanuaty,

c o e iw BT raw
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VANUATU FINANCIAL SERVICES COMMISSION

Your Ref: Companies House
Rue de Bougainville
PMB 023
Our Ref: Port Wila
Republic of Vanuatu
Plaasa quote the name of the Telephone: (878) 22247
company in all correspondence Fax: (678) 2224223915

E-mail: comphous@vanuatu.com.vu

T SMIS
DATE: 13 July 1999 ' CONFIDEMTIAL |
' - —— - --..-i
TO: Ministry for Trades & Commerce
FAX: 25677 e ————————

PO: e George Maiur URGENT !

The Director General ¢

%

This transaction consists of five pages including this one. Please advise if it has not
transmitted satisfactorily.

Dear Sir,
re: CODY INVESTMENTS LIMITED
| refer to your query with regards to the aforementioned company.

Please find attached herewith the result of the company search done by one of our information
sources in the Republic of Ireland.

| am still waiting on information from the Federal Police in Australia who are running a search
on the principals of the company, including the Chairman.

Based on the attached report, it seems that the company does not have that financial strength
for such proposed projects. For your information, the report shows that the company has an
authorised capital of 10,000 pound sterling, which is equivalent to VT.2,054,000. The paid up
capital of the company is two (2) which indicates that only 2 pound sterling was paid to the
company, as one share values at one (1) pound sterling.

Should you require more assistance, please do not hesitate to contact this Office.

Yours faithfully,

L3

: %\
AR N Ee
Timothy Womai
ASSISTANT REGISTRATION & COMPLIANCE QFFICER

eV o o ok | e b N e & N T
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Company Printout
Company 154831 CODY INVESTMENTS LIMITED
Previous Name(s)
Registered Office 20, Clanwilliam Terrace,
Dublin 2.
Type : Private Limited By Shares
Date Incorporated : 0902/19%0 Designation : Nomal
Last Anaual Return ¢ 11/06/1998 Date of Designation ; 09/02/19%0

Register of Parriculars of Charges Including Moctgages Pursuant to Sections 103, 105 and 99(10) of the Companies Act 1963 in
Respect of the Above Named Company. Compurerised information for charges may be Tuncated on this print-out, pleass refer
to the company file or images for complete particulars on Charges.

Directors Spectal Note Computerised information for directors of this company is enly available in respect of appointments
notified to the registrar on or after 15c May, 1994, Please refer o the company file or images for
complete particulars on direcsors.

Brian Bell Direcrer

26/4 Har Sinai Straet,

Raanana,

Tarael.

John Gainsford Diractor

Hprpmovine Cane,

2 Joshua Ben Nun Sorest,

Herzlia, Peniach,

[srael

Company Secretary -

. Hill Street Registrars Limited Secrerary

4, Brock Streer,

Hanover Squars, Londen WL

England,

Doty Date Received/

Satus  Number  Submission Date Effective Registered

REG 1339369  New Company With Memo&Arts Attached (For All Converted Incorper 09/Q2/19%0

REG 13530370  Change In Director Or Secretary 0Z/04/19%0

REG 1259371  Change Of Registered Cffice 01/0%/1990 2470711991

REG 1359374  Change Of Registered Office 10/08/1992 30/05/1992

REG 1329375  Change In Director Or QL/07/1992 30/09/1992

REG 1339376  Annual Return With Accomms Annexed 20/06/1991 13/07/1593

REG 1359377  Change Of Registered Office 30/12/1993 24/01/1994

REG 1359372  Change In Director Or Secretary 02/06/1994

REG 1389373 Chapge In Director Or Secretary 2061994

REG 1359378  Anmwal Return With Accounts Annexed 23/06/1992 22/05/1995

REG 135537%  Annual Return With Accounts Annexed 2061993 Z2/05/1985

REG 1329380  Annoval Remum With Accounts Annexed 20/06/1994 22/058/1995

REG 1339331  Anpual Remmm With Accounts Annexed 28/08/21995 03/01/1996

REG 15359382  Annual Retum With Accounts Amnexed 09T/1996 16/08/1996

REG 1559383  Change Of Registered Offics 31/07/1996 17/06/1996

REG 1359384 Change [» Director Or Secretary 01071997 Q309/1997

REG 1359335 Anmual Renwrn With Accounts Annsxed 28/07/1597 a5/0%/1997

REG 072277 Annual Return Short Version 11/06/1998 10/08/1992

Date  \Z07/1999 Page 2 of 3

R
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Memorandum of Understanding

MADE IN LONDON ON 22™ July 1999

Between:  The Government of The Republic of Vanuatu by The
Honourable Willie Jimmy Tapanga Rarua (MP).
Deputy Prime Minster of The Republic of Vanuatu and
Minister of Trade & Business Development and

Between:  The Cody-Mondragon Group, Cody Investments Lid, by The
Honourable Lord Keyes of Zeebrugge and Dover (Hereinafier:
“The Mondragon Group.”)

Whereas:  The Government of Vanuatu is seeking to improve its
economic situation, and welfare of it’s people, by
way of foreign assistance, aid, know how, and investments,
and

Whereas:  The Mondragon Group has confirmed it’s interest to act and
conduct business in The Republic of Vanuatu, inclusive by
bringing know how, human management resources, and foreign
investments by way of funding projects, as hereunder set
forth, and

Whereas:  The parties have agreed to cooperate on the basis as hereby
described.

The following has been discussed. and agreed

l. The preamble constitutes an integral part of this Memorandum.

2. 'The parties have confirmed their interests, and agreement to cooperate fto
the execution, and promotion of the following projects; subject to
obtaining the relevant approvals from the appropriate Authorities in t/%
Vanuatu and complying with the relevant laws of Vanuatu,

! I Pt
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2.1

22

2.3

24

Free Trade Zone

The Mondragon Group intends to lease and /or buy an area of 80.000
hectares of land on the island of Espiritu Santu, for establishing a free
trade zone, inclusive of at least 8 miles of ocean frontage, full
exemption from all taxes duties and/or any other levies.

Consular Offices

The operation of consular offices of The Republic of Vanuatu, by The
Mondragon Group world wide, starting in Israel, and Belgium.

The above will include all state, and consulate services inclusive, state
and trade representation, and all off-shore services of The

Republic of Vanuatu.

Internet
Internet operation on an exclusive basis of a specialised internet
technologies entailing the use of the Vanuatu internet prefix “V.U™", to

be established, operated and funded by The Mondragon Group.

Air Services

The Government of Vanuatu has confirmed its interest, and
commitment to upgrade and enlarge its international airport. Based on
the above, The Mondragon Group confirms it’s interest in purchasing
at least 49% of Air Vanuatu. The parties will cooperate in promoting
Air Vanuatu’s business, inclusive by way of tourism, traffic volume
infrastructure and landing rights.

Fishing

Fishing rights within the territorial waters of The Republic of Vanuatu
will be given to The Mondragon Group upon the terms and condition

to be agreed upon by the parties.
\\j_ ™
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IPC-VIOF

2.6 The Mondragon group has obtained an invitation for The Republic of
Vanuatu to join as a founding member of The United Nations
Organisation known as IPC-VIOF (International Project Centre).
First funding 1f necessary for this venture will be done by The
Mondragon Group.

3 'T'he Parties will do all necessary actions, inclusive issuing ol licenses

and/or permits and funding in order to establish, and/or promote
and/or execute This Agreement on an immediate basis.

The Parties have duly signed

A Y ,
I'he Cody¥¥lohdragon Group
Cody Investiirents [.td

By The Hon. Tapanga Rarua Willie By The Hon. Lord Keyes
Jimmy (MP) ol Zeebrugge and Dover and
Deputy Prime Minister Mr Stefan Mandel

Minister of Trade & Business Managing Director

Development

o
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02/06/1224

02/06/199%

Current Status

End of Report

12341
Qgoos

gcoa
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HEE
ITFA DUBLIN IRL NO. 525
f. - AC NN
B10 CHANGE IN DIRS/SEC
HEGI
B10 CHANGE IN DIRS/SEC
REGL
Company has & normal registration status
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20407 '89 TUE 16:00 FAX
12141
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1TPA DUBLIN IRL

2a-87-/939 ; .
THIS 1F A LUMPALT KeEFOURL PASEL UN LuUmkmNL LNpJrs L Lo
RESPONSIBILITY FOR INACCURACIES IS DISCLAIMED

vour Reference

Registered Name & No.
Date Incorperated
Legal Fozrm ;

Capital Structure
Latest Apnnual Return

Date of Indebtedneas
Company Activities

g3isa
7032

peaigtered Offica
E. ‘ers

Board Members & Shares
C.R.O0. List

Secured Charges

charges Registered
Charges Outstanding
J dements/Settlements

Ruggell Baker

coDY INVESTMENTS LIMITED / 154B81
9/02/1550
PRIVATE LIMITED BY SHARES

AUTEORISED CAPITAL # 10,000.00
ISSUED CAPITAL # 2.00
11./06/1928
11/06/1938

Management of real estate on a fee or
contract basis

PROPERTY MANAGEMENT

SEST-TNI-1

[&¥]

@oa2
Pzl

Management cf real estate on a fee or contract basis

20, CLANWILLIAM TERRACE, DUBLIN 2.
Not hAscertained

BELINDA CROSHAW (Company Secre=tary)

BRIAN BELL / 26/4 HAR SINAI STREET, RAANANA,

TSRAEL.

JOHN GAINSFORD / ROSEMARINE COURT, 2 JOSHUA BEN

NUN STREET, HSRZLIA, PETUACH, ISRAEL.

None Registared

Documents Filed at C.R.O.

11/06/1998 0019
11/06/1958 00le
25/07/1897 00L7
01/07/1987 0016
31/07/1896 0015
09/07/1996 00Ll4

28/08/1995 CQL3

ACCOUNT DETAILS
REGI

B1S ANNUAL RETURN SHORT VERSICN

REGI

B1C ANNUAL RETURN WITH ACCOUNTS AN

REGI
B1C CHANGE IN DIRS/SEC
REGI

B2 CHANGE IN SITUATION OF REG OFFI

REGIL

B1C ANNUAL RETURN WITH ACCOUNTS AN

REGI

B1C ANNUAL RETIURN WITH ACCOUNTS BN
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e APPENDIX

GOUVERENMENT
CE LA
REPUBLIQUE DE VANUATU

GOVERNMENT
OF THE
REPUBLIC OF VANUATU

OFFICE OF THE
DEPUTY PRIME MINISTER
MINISTER OF TRADE
AND
BUSINESS DEVELOPMENT

BUREAU DU
VICE PREMIER MINISTRE
MINISTRE DU COMMERCE
ET DU
DEVELOPPEMENT DES ENTREPRISES

Our Ref: MTBD/103/3/W]/fg
3" August, 1999

Mr . Stefan MANDEL

Managing Director

Cody-Investments and Mondragon Group Limited
4 — 6 Hataasiya Street

Tel —-Aviv

67138 Israel

ISRAEL

Fax No: 972 -3 —624-2279

Dear Mr. Mandel .

Re : Proposed Investment Undertakings in the Republic of Vanuam

We arrived back safely in our shores after an hectic flight from London to Sydney via
Bangkok and had a pleasant journey as we were travelling on business class and that
definitely made a difference. In Port Vila, we went straight to the festivities celebrating
our 19" Anniversary of Independence which took almost 3 days .

Anyway, [ write basically to express my heartfelt gratitude and appreciation to vou .RT
Hon . Lord Keyes and the other Directors of the Cody- Investments and the Mondragon
~ Group for having invited us to attend the joint Business Development Confersnce in
London , the United Kingdom from 20 =23 July 1999 , The meeting and in particular our
very open and constructive manner whereby we had contacted these Business and
Investment Consultations and the way we all agreed to further pursue these huge
Investment Initiatives must be commended , in particuiar as we now have in-place a joint
Memorandum of Understanding as a basis of providing a framework in practically
monitoring and implementing these [nvestment proposals .
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I have no doubt whatsoever that given the rationality of these projects and the
commitment that yourself and Lord Keyes have undertaken when signing the principal
document is a clear reflection and demonstrates our vision to continue to co-operate
together, as we strive to ensure that your plans and objectives are met and that our
Government will provide the necessary administrative support through various forms of
concessions to ensure that these projects are carried out with as much minimal delay and
disruption to our implementation plans .

[ am somewhat impressed that we have all agreed to consider the project proposals which
in my view , will certainly create a change and of course a significant development in the
Republic of Vanuam .

Given the importance of the projects and the magnitude of these Investments in the Island
of Sante ,and considering the various parameters that will definitely needs to be adhered
as far as land-lease policy and issues are concerned and taking into account the usual
lengthy process of negotiating these leases , my Director of Trade will be travelling to
Santo early next week with the Director of Lands Department to begin discussions with
the respective land owners and other Authorities and equally trv and visit the proposed
site before a tinal confirmation can be sought from them in regards to the Investment
Proper .

You may appreciate that Santo is indeed the largest island in the entire Vanuam
archivelago and the Authorities concern are rather eager and keen to see at least some
developments taking place there as soon as possible .

L will keep vou posted on the progress of this first fact-finding visit to Santo in regards to
the proposed Big Bay Investment and look forward to be of continous assistance o you
and w0 the Cody —Mondragon Investments Limited as we embark on these massive
project proposals .

Please convey my deepest and warmest regards to Mr . Amos DORAN and of course
vourself and your good wife

Take good care and may God richly bless us until we meet again soon

Yours sincerely.
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Hon. Willie Jimmy TAPANGA RARUA (MP)
Deputy Prime Minister & Minister of Trade & Business Development.

CC:  Mr Georges MANIURI
" Direcror-General
Ministry of Trade and Business Development

Hon. Hamlison BULU
Attorney General
State Law Office

Mr Roy Mickey JOY

Director
Department of Trade, Industry & Investment.
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FOREIGN INVESTMENT BOARD

EFACT FINDING MISSION

Date; 7 August 1999

REPORT:

Introduction:

Vanuatu Foreign Investment Board has the obligation under the Foreign Investment
Act to oversee any foreigners who wish to invest their money in Vanuatu by way of
undertaking developments and by other means there maybe available,

The Board may grant licenses, refuse or approve licenses with conditions, to any
foreigners who wish to invest in Vanuatu. Furthermore, the Board has a very clear
mandate on its functions and any decisions taken are final. Any, discrepancies
presiding over any matters on the conduct of operations of foreigners will be dealt
with accordingly by member line agencies submissions to the Board and this will be
entirely subject to the discretion of the Board. Likewise, the Boara may conduct any
fact finding mission on any proposed or potential developments through its arms as
was the case here.

TEAM MEMBERS

A four (4) man member team [rom the Foreign Investment Board visited the
Matantas area in Big Bay, Santo on Thursday 5" August 1938 Tearn members
include: Mr Roy Miki Joy (Director of Trades & Economics Department and Chairman
of the Foreign Investment Board), Mr Ephraim Mathias (Acting Commissioner of
Labour), Mr Emil Mael (Principal Lands Officer-Planning & Enforcement: Lands
Department) and Mr Georgewin Garae (the Secretariat to the Foreign investment
Board: Department of Trades & Economics). They were joined by Mr Robin Toka
(Lands Officer-Planning, Planning & Enforcement section, Department of Lands-
Northern) and Mr Peter Kalmos (Private) from the Sanma Province.

Mission:

The mission was to introduce the idea of the proposed project to the chiefs and the
custom landowners of the area in question and to obtain their views.

The mission was not tc pre-empt the development or either raise toc much
expectations from the chiefs and the landowners at this stage.

Qur~ame af the mission:

The tearn introduced the idea to chief of Matantas, Chief Solomon. After much
sharing, discussions and deliberations on the idea of the proposed project between
the chief (apparently his wife was present who also shared women's views), the
principie views of parties was that there was a positive stand and support from the
chief which was supported by his wife and a couple of other reenagers

Immediate Action;

1. It was agreed that chief Solomon convene a meeting on 167 August 1988 to
introduce the idea of the proposed project to his other colleague chiefs that will
ke directiv affected by the proposal.

2. It was also agreed that Messers Mael, Toka and Kalmes, make a return visit 1o
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Matantas on the 17" August to obtain the general views of all the chiefs.

3. Ir was also agreed that a report be made of the meeting of 17" August 1523 o
the chairman of the VFIB.

4. It was agreed that Mr Mael draw up a budget for the return visit of 17" August
1999 and plan the trip. This plan plus the budget to be passed on the chairman
of the VFIB who will then seek and allocate funding to that purpose.

Advisory Note:

The Mission is obliged to stress that the agreements reached are only for the purpase
of the fact finding mission and to further delicate the information on the praject
proposal to chiefs and landowners that will be affected by the proposal.

Further and future agreements on the implementations of the project are to pe
subject tc the agreements of the project ream and the chiefs and custom landowners
and also in full compliance of the relevant laws of Vanuatu.

Chief Solomon with the presence of his wife, was made clear that this was only an
initial stage of a series of meetings and consultations as pertained to the project
proposal and that nothing was legally binding at this stage..

Report compifation:  Emil Mae!
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GOVERNMENT
OF THE REPUBLIC OF VANUATU
GOUVERNEMENT DE LA REPUBLIQUE DE VANUATU

VANUATU FOREIGN INVESTMENT BOARD

Private Mail Bag 030 Telephene : (678) 22770
PORT VILA, Vanuatu Facsimila : (678) 25640
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FACSIMILE TRASMISSION @@U—:—/Y

Qur Ref: TII/201/1/206/29
9" August, 1999

Mr Stefan MANDEL
Managing Director
Mondragan Limited
4-6 Hattasiya Street
Tel Aviv 67138
Israel.

Fax No: ( 03) 624 2279

Dear Mr Mandel,

Subject: Visit to Santo (Big Bay Project)

| refer to our phone conversation of yesterday in which | informed you of the
Vanuatu Foreign Investment Board members visitation to Matantas, Big Bay area

- In Santo.This visit was undertaken by myself and three (3) members of the Board
to basically hold initial discussions with some chiefs and landowners in Big Bay
area to inform them of the propeosed investment activities that the Mondragan
recently plans to establish in that area.

The reaciton form the responsible authorities in Mantantas and Big Bay was quite
receptive and there was a general feeling of support and excitement expressed
by the authorities in particular, the fact that these massive investment
undertakings will definitely create substantial employment opportunities and put-
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in-place adequate and necessary infrastructure to link the Big Bay area to the
township of Luganville and the rest of the world.

As a result of the first consultation in Santo, the respective chiefs who actually
have an interest in the Big Bay project site will be convening a meeting on the
16™ of this month to further discuss the proposal before a final consensus and
agreement can be reached on their part. Mr Emil MAEL, Head of the Land Use
Planning Office in Port Vila and member of the VFIB will be travelling to Santo on
the 17" of August and will be holding a meeting with these chiefs to seek their
views and opinions as well as gather any relevant information which we could
use as a basis of further dialogue and negotiation on the Mondragon Investment
projects proper. | believe this modus operandi is necessary at this stage, if we
are to seriously adhere to the time frame allocated for the project implementation.

The second extra-crdinary session of our Parliament commences this morning

and | am confident that the Hon. Deputy Prime Mini ter will find time on the

margin of their important meeting to discuss briefly e Prime Minister before he
; JA

actually seeks the approval and views of the Cabinét on the proposed

Memorandum of Understanding reached between our two (2) parties in London.

| have infact initiated the process of consultation on the land issue and will be
keeping you posted on the developments as we proceed forward.

| look forward to assisting you and the Cody Meondragon Investment in spear-
heading and facilitating your proposed plans in the Republic of Vanuatu.

Accept dear Sir, the assurances of my highest consideration.

Yours sincerely, .=

5 A : e i

R:bny Mickey JOY ==
Director of Trade, Industry & Investment
& Chairman — VVanuatu Foreign Investment Board.

CC: Hon. TAPANGA RARUA Willie Jimmy (MP)
Deputy Prime Minister & Minister of Trade & Business Deveiopment
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. Mr Georges MANIUR
Director General — Ministry of Trade & Business Development

Mr Hamlison BULU
Attorney General
State Law Office

Mr Ephraim MATHIAS
Commissioner of Labour
Dept of Labour

Mr Emil MAEL
Director
Land Use Planning Office

Mr Georgewin GARAE
Senior Research Officer - VFIB.






VANUATU LAND USE PLANNING OFFICE
Plunning fur sustainuble development

REPUBLIC OF VANUATU
DEPARTMENT OF LANDS
PORT VILA

MINISTRY OF NATURAL RESOURCES MINES GEOLOGY AND RURAL WATER SUPPLY
Py Box 576, Part ¥ila
Phone: 27602 Fax: 27715

23" August 1999 - e S
~ M2 Vi

Mr. Stefan MANDEL Lk L) l r 1

Managing Director L NE B

Mondragon Limited

4 - & Hattasiya Street
Tel Aviv 67138
ISRAEL.

Fax No: (03) 624 2279

Dear Mr. Mandel,

Subject: SANTO BIG BAY PROPOSED PROJECT
FINANCIAL REQUEST FOR CONSULTATION

| understand that you must have received the fax from the Director of Trade,
Industry & Investment, Mr. Roy Mickey Joy of 9" August, 1999 regarding the
“visit to Santo (Big Bay Project)”.

| wish to further inform your good office that we are doing all we can to heip
facilitate initial meetings with the chiefs, landowners and the community on
vour proposal of the Big Bay area and further familiarize them on your
business proposal. As an advice, we dre carrying out the facilitation through
the Ministry of lands system and channel. Things are currently running
smoothly at this end.

However, we are at the moment in urgent need of financial assistance and
request if you could assist us meet the following costs:

1. Traveling casts: Airfares Vila/Santo/Vila ($200.00 US)

2. Road Transport costs: Luganville/Matantas/Luganville (for 3)
Transport for collecting chiefs to Matantas for
Further Meeting. ($400.00 US)

3. Accommodation costs: In Luganville (for 3) ($100.00 US)

4. Perdiums for 4 people for 5 days $300.00 US).
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We would really appreciate a total of §1,000.00 US._ To assist us further in
our meetings with the people concerned.

Please sent the money to the following account:

Em s At
500 44164 30
National Bank of Vanuatu P O Box 249

Port Vila
Republic of Vanuatu.

Telex No: (771) 55017
Fax No: (678) 22761

The National Bank of Vanuatu has an account with the following bank in
which the money can be transferred through to the National Bank of
Vanuatu here:

CHASE MANHATTAN BANK

N.A. 1 CHASE MANHATTAN PLAZA
NEW YORK

NY 10081

USA

A/CQ001- 692951

| am planning another trip to Santo on Wednesday 25" of this month.
Thank you for your support in this.

Regards

o e

.Ff'n"(;'

Emil Mael
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16" Augasr, 1999

e aat e

Mr. Roy Mickey JOY

Director of Trade, Industry & Investment

& Chairman - Vanuatu Foreign Tnvestiment Board
Government of the repuslic of Vanuaty

Private Mail Bag 020

PORT VILA, VANUATU

Dear Mr, loy,

Lucknowledge with thanks your Jetter of 8™ August, 1999 in which vou confirmed our
telephone converswicr of the previous day. regurding (he VFIB members’ visit fo
Sunto. As 1miimated in our conversation, my colleagues and | are sreatly encouraged
by the expeditiousness with which the mombers of the Bowrd chuired Yy yoursalf,
huve undertuken the preliminary conticls with the chiefs and landowners 1 the Big
Bay area and by the reaction of the lutler,

We are conlident that both sides 10 the Memorandum of Understandin g will conlinue
o displuy Uhe will and ability ro maintin (he momentum necessary (o bring abuout the
materialization of ihe projecis discussed in London, for the mutnal benefit of the
parties involved. In that respect und in an effor to afford our greup the spporwmily 1o
meusire up to the mdustricus lead set by vour endeavours so far, T would b2 mos
grateful if you could provide me with a copy 6f Air Vanuato's latest halance sheets,
meluding curren: (unaudited) financial reports and the amended version of the Pa o)
Investment Bill,

As 1t hus just oceurred to me thar oday's dule matches, in fact, the date the chisls
were supposed to convene 1o further discuss the proposul und pregedes by one day thg
daie when Mr, Eml MAEL, llsad of the Tund Use Flannina Office i supposed 1o
wavel jo Sunio, § feel ) must infuse some hasie in replying 16 your letter. in ordar 1o
avoid the cmbarrassiment of receiving vour ap-date on these svents hefore my reply,

In closing, T would like 1o take this opportunity o comvey 10 you my delight 1 having
nad the opportunity to meet you. conpled with my sincere uppreciaion tor the
vatuabie comribution you huve made 1o the successful conclusion of the Dusiness
Development Conference in Landon and vour commitment 0 3815t our Broup in
SdITYINgG out the prapased projecte in the Repubiie of Vanuam,

Hook Torward to hear from you seon 4nd remain. with the uimost resped,
S

; \
Yours sinvarely, Kﬁ'\
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Munaging Diractor : “’X Fis f:z: : ‘\/E ~
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GOUVERMEMENT DE LA BEPUBLIQUE DF VANUATU )
GOVESNMENT OF THE REPUELIC OF VANUATL
SERVICE DU COMMERCE, DE L' INDUSTRIE
ET DES INVESTISSEMENTS
DEPARTMENT
OF TRADE, INDUSTRY AN:’J NVESTMENT

APPENDIX N

M. Stefan MANDEL

Manuging Director PR 8 S
Bous A s e o W

Cody-Maondragen Investments Limited
4-6 [Haraasiva Street

Tel-Aviv 07138

ISRAEL
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Dear Mr Mandel,

1 acknowledge with gratitude your lacsimile communication of 16" August 1999 and am
pleased to provide you with additional developments taking place in regards (o the Cody-
Mondragon Investments proposal as transpired trom our previous visit to Santo but also
on aur consultations with the stake-helders in particular on the proposed site proper |

indeed, the respective Chicves of the BigBay area and also lo some extent thosc in
Matantas have already convened their meeting as planned and Mr. Emil MAEL, my Llead
of the Land Use Plamming Office and a member of the Foreign Investment Board will
now be travelling down to Santo on Wednesday,the 25 th of this manth to follow up with
the Chieves their outcome of the pmpused meering and report back 1o me before [ can be
ina |1m1i1w1 to liase with vou confirming the L.m.e standing reached by the Landewners
andl the Chieves as to how best we can all facilitate and expediate this proposal in the best
interests ol everybody |

At the outsai. 1 wish o lurther stress that in my initial interaction with the lew Chiefs
met in Santo in pur last visit and the recent discussions [ had with the two (2) Santo
Members of Parliament .namely Messrs Seroe YOHOR and James IMBERT they tully
support the proposal snd have confirmed therr utmost support in ensurmg that tl'ac
project will no-doubt be given their total supporl inciuding the Sanma Provicial Couactl
I am not sure whether vou really do undersiand the exact site that you have requested on
the basis ol the proposed 80,000 hecrarcs ol land in the Bighay area . Santo.as vou know
is the largest Island in the entire Vanuatu archipelago and it is my humbie opimon that a
substantial area covering the Bighay and the Matantas land arca is still untouched as it
does reguire some difticuity in ganing acesss 1o the area proper
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Now that the Chieves in Santo have had the opportunity to discuss and brain-starm on the
proposal as envisaged carlier .| am sure that Mr. Emil MAEL’s visit 10 Santo in the next
two days will provide a clear focus and direction on the views of the respective
Authorities and a decision as to how we can effectively begin the implementation of
these [nvestments in a timely manner .

I have requested Mr . Emil MAEL to assist vou and the esteemed Members of the ¢ ody-
Mondragon Investments Limited with an up-to-date land use maps pertaining to the

[sland of Santo with self-explanatory details outlining the potential and the prospectus of
the entire Santo archipelago . [ am confident that the provision of this maps will no-doubt
assist vou in developing a clear appreciation and understanding of the proposed sites .

On the Air Vanuatu proposal . the Council of Ministers at their extra-ordin: ATy meenng on
1" August 1999 representing the major shareholders of the Air Vanuare Limited agreed
to sell to ant interested bona-fide Parties total of 49% share as it cannot afford 1o Inject
the additional 500 Million Varu as required by the Airline’s management . This is a
decision strongly supported by the Deputy Prime Minister Hon. Willie JIMMY (MP) and
Frhought that it is imperative that 1 inform vou of this Decision which now forms the
current policy covering the Airline .
In arder o assist you understand the situation surrounding the Management of
AtrVanuatu .l am sending vou a copy of the Council decision in Bislama as well as 4
copy of the last —weekend [rading Post newspaper running a front pige storv on the lute
of our national carrier for vour good information .

| have tried several times to obtain a copy of the Airlines unaudited accounts as per your
request however with no suceess and ONLY the Deputy Prime Minister will be in a
position to 2et this for vou perusal .

As [alluded Lo vou on the phone this morning during the course of our conversalion it is
imperative that a slush-fund be established between vou and our Lands Officials to
facilitate the mobilisation ol using other non-Government emplovees in rural Santo to
assist in travelling to the Bigbay arca for further consullations and equally to mest the
cost of local transportation for the Chieves to be able to hold meetngs between and
amongst them in diflerent locations and villages in the area, This facility will e
undertaken on a strict basis and receiprs relating to various expenditures will be
submitted to vou for purposes of accountzbillity and transparency .l am sure vou will
have no objections to this propasal tor the sake ol advancing and acceleruting the issue
surrpunding the land-lease ssue which as in the past proven lo be area of major obstacle
to Foreign [nvestments in Vanuatu .

I have advised Mr.Fmil MALL 1o prepare o draft budget hreakdown for this purposes and
which [ am sending along with this ra .mnmun
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The other important documentations are being sent via DHI. Express Mail service and

should reach yvour hands in the next 3-4 days time .
Stefan. this is all for now and [ will no doubt keep vou posted on developments as they

progress lorward .
Please advise on the slush-fund proposal with a view of facilitating the meeting with the

Chieves as soon as possible .

Please convey my warmest regards to Mr.Amos DORON .Carmen NAFTALI yourself
and not forgetting your good wife CATHY .

Yours Sincerely |

. ll":,‘::_-n..:_.l.—-."_’__' ’
\ Roy MickevJ Q¥ '~
Rirectorof Trade.Industry and Investment and

Chatrman . Vanuatu Foreien [nvestment Board
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41V invESTMENTS LTD.

25" August 1999

Mr, Roy Mickey JOY

Direcior of Trade, Tndustry & Investment

& Chairman - Vanuutu Foreign Investment Bourd
Government of the Republic of Vanuatu

Private Manl Bug 030

PORT VILA, VANUATU

Deaor Mr. Joy,

Re: Santo Big Bay Project

Thank you for your letier duted 23" Avgust 1999 and attached leiter from Mr. Emil
VIAEL. Heud of the Land Use Planning Office.

[ was pleused to lcarn that the meeting with the Chiefs n Santo. on the 17" August
1999, was @ success and that the project has the suppart of the other Chiels as well uy
of the two Santo Members of Parliament, Messts Serge VOHOR and Jumes TMBERT.
1 ook forward 1o hear details of today's visit 1o Santo (25.8.1999) by Mr, MAEL.

As 1o the magnitude of the project and its potential {and undoubtedly positive) impact
an the level of employment and general development of the Big Buy and Mataptas
aress and their respective populations, as well as on Vanuatu as « whole, | wish 10
assure you thut we really do understanc the cxuct site, we huve considered the task and
posses the resources (o face the challenge.

1 um attaching a copy of the TT (telegraphic mansfer) of 51,000 to Mr, Emil MAEL,
which Linstructed our Bank 1o execute today (a SWIFT code would have helped make
it *aster) m order to establish the slush fund that will facilitaie the Department’s
activity relating 1o the process of anining consensus with und among the Chiefs in
regurd 1o cur project.

Ultimately, however, upun conciusion of the vauable ground work done by Mr.
VIAFL mmd his leam, in canvassmg the “opinions and regetions” of the Chets, T
expect that these negohiations will have o be finulized by the Cody-Mondragoen
Group, under your uspices, directly wath the Chiefs, To that end 1t would be of great
Lsaistance 1o obtain a wpographic map of the area in discussion, with a list of names
of the respective Chiefs (each name 10 match the area he 8 connccted with] and |
uxsume that Lhis matrer would be at the latitude and in the compeience uf the
Department of Lapds. who would be in a position to deal with such a request.

Tel. 972-3-624-2433 ¢ Fax: 972-3-624-2279 * 4-6 Hataasiya 5t., Tel-Aviv, 67138 ISRAEL
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Onee sgain. T wish Lo convey my appreziztion for your valiant effort and to thank you
for the invaluable sssistance in puiing these peces together in order to lay the
foundation for what may become the most important developmenl project 1n the Seuth
Pucific and certainly a no less exciiing project from odr point ol view,

Y ours sincerely, (,
4

7. A
b \

"\-}X‘\ E}l\ b

Qv
Stefan Vandel

Managing Director

CC: Mr. Emil MAEL,
llead of Vanuul |and Use Planmng Office

Fa
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APPENDIX * P

VANUATI LAND USE PLANNING OFFICE
Planning for sustainable development

/o 7N Ti\wﬁj‘?
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REPUBLIC OF VANUATU
DEPARTMENT OF LANDS
PORT VILA

MINISTRY OF NATURAL RESOURCES MINES GEOLOGY AND RURAL WATER SUPPLY
P} Box 376, Port Yila
Phone: 27602  Fuw: 277158

6" Septemper 9599

Mr Stefan MANDEL
Managing Director
Mondragon Limited
4 - 6 Hattasiya Street
Tel Aviv 67138
ISRAEL

G223

Fax No: {GS“} 624 2279

Dear Mr Mandel,

Subject: SANTO BIG BAY PROPOSED PROJECT
BRIEF REPCRT ON SANTO TRIP OF 2*° AND 3" SEPTEMBER

FINANCIAL ASSISTANCE

Greetings from Vanuatu.

First of all | would like to inform you that my last trip to Santo to meet with chief
Solomon was another great success. The momentum keeps rolling and they cannot
wait to see the progress of the project. The chiefs are all really excited for the
praject. So far so good and we note success and progress so far.

This is a brief report on my recent trip to Santo regarding the Big Bay Proposad
Praoject.

Report;

1. | flew up to Santo on Thursday 2% September and returned on Saturday 4"

2. | converned a meeting at the Lands Department on Thursday with Chief Sclomeon
Of Matantas and my two other Lands Officers (Planning) in Sante.

3. During the meeting of which | was very, very impressed, we had & lot of vaiuable
Discussion and Chief Solomon gave a us the Jatest information about the works
thar he was carrying out with nis colleague chiefs and the chief Spoke-persons.
During this meeting | handed Chief Solomon the money he had requested for the
meeting with his ather friend chiefs. The Chief informed us that there are a total
of 23 chiefs who are to be invoived in this project and ail have pledaed thelr
support for the proposal of the project in their area, | have attached the names
of the chiefs plus their village names as you can see. [ am sure this (s exdctiy
what vou had so much desired, Upen receiving the. money, Chief Solomon was so
pleased and have asked me to convey his appreciation and words of thanks (o
vou for sending the money over, He said that he will begin inferming the other

—
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chiefs today (Monday 6 ) that he had actually received the money and they can
begin arranging and preparing for the meeting.

4. During the meeting we nad all agreed that the meeting be neld on this coming
Friday, 10" and Saturday 11™ September 1999, The meeting will be held at
Matantas, Big Bay,

Purpose of the meeting:

The purpose of the meeting is to explain the Aim/Purpose of the Bia Bay Project
to the 23 chiefs. Purposefully it is an educational awareness to bring the level of
educdation of the chiefs and the communities to a level in parallei so as to fully
understand the nature of the project. This is quite impartant and this can only be
done during this meeting. Another purpaose for having this meeting is explain the
project to the 23 chiefs before you and your team come over to Vanuatu. in that
way they will be well prepared,

In addition, we will be explaining all the legal aspects concerning land dealings
and the procedures thereof plus the relevant laws and Acts that pertains to such
undertakings as Big Bay Project. We will aiso relate and explain the
admimstrative roles within various government line agencies that will be invoived
in such projects as this.

At this stage | am anticipating a very, very impartant session with the chiefs and
| am reaily preparing for my presentation of which | will present to the chiefs. |
will do it the Lands Department way. | am really excited about my presentation
and | know that | will launch a very valuable presentation at the meeting. As you
will no doubt know, these chiefs and the communities must be made clear on the
potential impacts of large developments as this one. | would like to give vou my
full assurance that you can pledge your full trust an me to get down ra the real
custom landowners and their chiefs to get more of their support and
dppreciation and no doudt build and maintain their confidence on the 8ig Bay
Project.

Team Members:

[ 'am planning to get the following officers as my team members for this
presentation:

2 Lands Officers

I Planning Officer - Planning & Enforcement Section of Lands Department
! Environment Officer

I Provincial Planner

i Provincial Econocmics

{ will lead the team.

Far vour informatian, | have also informed and discussed the Proposal to the
officers named above and they qll have seen this as a vital cppertunity to boost
rural development in Santa and also cne of the vital one in the region of the
South Pacific as well,

5. Chief Solomon had also informed us that the other chiefs have requested that
during the meeting, they will form and establish a Sub-Committee for the chiefs
which wiil be thetr matn in Big Bay Area regarding the Project. This committee
will be the working committee an behave of the chiefs and the communities
dfTected by the praject.
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Rerart on the last financial assistance:

This is a brief report on the jast $1,000,000 US. You sent:

Travel: (Air) 35200

Accommodation: 5100

Transport: (Land) for chief Soloman (Matantas/Lugan ville/Martantas) §100
Request for Chiefs: 5500

Food 550

Allowgnce: 5§50

Financial reduest:

Sir, for me to convene the Matantas 10" meeting and (o deliver my presentation to
the chiefs, | cannot do 5o without financial assistance. | now once again request that
| would really appreciate if you could assist me with some financial assistance to
shable me to convene the meeting and deliver my presentation to the chiefs on the
1.

| am requesting an amount of $2.500.00US.
This fund will be used on the following:

Ajr Tickets for 3 (Vila/Santo/Vila

Accommadation for 3 for 3 nights

Land transport for team (Luganville/Matantas/Luganville
Food

Allowance for team members

Presentation materials

Plus an extrd in case in case of any unforaseen circumstances.

| hope and anticipate that you will appreciate this request as we cannot convene the
meeting without your financial assistance. In that regard | would greatly appraciate
vour kind assistance oy way of financial support.

| would gdvise that you transfer the money to the sdme account as sefore.

My Bank Account Number is 500 44164 30
National Bank of Vanuaru

Port Vila

REPUBLIC OF VANUATU

Tejex No: (771) 55017
Fax No: (678) 22761

The National Bank of Vanuatu has an account with the following bank in whica the
meney can be transferred through ro the National Bank of Vanuatu here. They have
advised of the following bank:

CHASE MANHATTAN BANK

N.A. 1 CHASEMANHATTAN PLAZA
NEW YORK

NY 10081

UsA

A/C 001- 692951
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The sooner | receive this money | will immediately inform you and at the same time
fly cver to Santo for the meeting. For the time being | will await your transfer.

Once again you can trust me in this important undertaking and | am lcoking
foreword for the Santa trip.

Thank you for your support in this regard.

Regards,

Emil Mael.
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Names of the Chiefs of North Santo.

The Inland Chiefs

Chief Sarkie — Ankaro Village
John Mark - Navele

Uliuli - Vutkar
Viviru - Sunatu
Susurovo - Junatavara
Daniel - Qrotakara
Supero - Mataloi
John Ti - Nawelala
George Tavui - Posaiolg
Robert - Posaiolo
Linpos - Maljia
Tinoe - Vusirgro
Matthias - Winsao
_inpoel - Tovot

The Coastal Chiefs

Chief Soiomon Tavue - Matantas

Chief Mases Qva - Matantas
Chief William mara - Pelvus
Chief William - Tutun
Chief None Qva - Jaraviy
Chief Pascal - Tolomake
Chief Saeros - Malao
Chief Joseph - Malac

Chief Mathias - Talatas
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My, Mike Oliver
304 Mury Strect
Carson City
Nevada, 59703
LS. A,

Dear Mr. Ofjver,

This s t contirm aur verhal dgreement whereby, in consideration for your valuable
contibulion to the advancement of the Cody-Mondragon project. your presence a the
Business conference with repreentarives of the Vanuaru Governmenr in London,

\ hosted by Lord Keyes und youricontinuous assistance wirth and involvement in the
. - - | . * "
S pProject, you receive 5 (five) shares in the Z.N.K. L. management compuny, valued at

$6.000 per shive (torg 30,000,

As Ehave mtimated previously, ZN.K. 1id, is an Bsrueh company whese share capital
coasiatg ol 500 shares @ $6,000 eacit,

ED.C.L Lid. (Feonomic Development Corporation Isvuel Ltd) is the investment grm
of the whole Cody-Mondrugon project and consists of a share capital of 125,000
shures, of which 101,500 shures (81.2%) are held by the Mondragon Cooperative
Sociery Ltd. on behall of its 23,000 members (currently fess than 6.000) and the
balunce of 23,500 shards ( 18.8%) are hely by Z. N K, Lud. isee diagram artached).

ED.CL Lidowns 817 of the Avnet [nsurance Agency, which is the financing arm ol
the whole group. deriving its revenues from the commission it receives for each policy
it sells to the Mondragon members (25,000 x 3500 = $12.500.000). As vou can see the

< menbers participution in the group’s cupital is al ubsolutcly no risk to them, as in fuct

, - they buy i it insurinee policy from their own insurance ugency, which usgs the

commission (usually pockered by the agent) as the member’s contribution to the
cupital, thus rendering hid membership tally FREE and at no risk. The Balance af
the .D.C . Lid, shures (195 wre held by Cody Investments Ltd. (chairman - 1.ord
Keyes). which 1s responsible Turlaunching the project in the firsy place.

Fam also witaching a list of ali the other shagcholders in ZN K. Ltd. and hope that this

b> N0l to centusing. Should you have any guestions, I shall be delighted ro answer
them.

‘r'u'.u'ﬁ..-n}ccr'ul}.‘_ L a*y] P J]'

i | 51-216806-3 « -
Stefan Mandul
Muanaging Dircoto
w8 Halaneyas 3, TEL-AVIV. 87134 57138, 3N=-7N ,a-5 AWUNT 0

TEL: 035 023-2933, FAX 103) 524-2275 EmAE Za0TR S ot -nanay per (03) A2a~2272:D7D (03) §24-2433 70
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Daee: 21/9/99
Nopiber of pages fnctuding cover sheer:

From:

Mike Oliver

Phane: D13-1775-883 0903 Phone: 07216242433
Fax plione; 013-1775-383-6408 lux phune: 2-3-624-227

L8

REMARKS; (] Urgent L3 For your review ] Reply ASAP [(J Please comment
Dear Mike,

= Please find attached:

{ 1othe letter thar was missing from my curlier fux today, outlining vour sharcholding in Z,N.K, Lid,
2o the dingram ¢
3o the dist of ZUN K Lad. shareholders.

I forgot o mention that EDCT Lid. is the entity thar is purchusing the 49% 1n Air Vanuaty, as per the
memorandim signed in London, It has also just signed an agreement to purchase 50% of a magjor travel
ageney in Tel Aviv. In g nut-shell, EDCL il be running the show for the whole Cody-Mondragon

SraLg,

Boindest reuards,

Steran

=
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Mike Oliver
504 Mary Street
Camson City, Nevada 89703

Phaus (775) B83-0903; fax (775) 8836408, e-mail mcotpyramid. net

Jeptember 26, 1999, U.S. Daie; Segeember 27, 1999, vanuacy Dase
1 PAGFS, VIA PAX SUMBPRR £78-36046

ALSO T 5. WANIN VIA FAX NUMBER 67836126

Trear friendi:

Within the last two days, | dedded D withdraw
tovvurds ¢stablishing a freeport In Vanuary, | amy
mﬂhm“wmamwﬁkih

he can forwsrd it 10 you without delay,

Hncerely,

= ralo I

=

Rt

To: Mz Japhet Peier, Mr. Solomon Tavn Paul, ¥ire. Susan Stevens aed Me, Timothy Welles

my support for the group which is now warking
noting good or bad about thix project, but jumt do
| sm presently vending this letser 1o My J.J. Hanis, sn
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EMVIRONMENT UNIT BUREAU DE L' ENVIRCNNEMENT
Privats Mail Bag C&3 Sac Pastal Prive C83

Port Vila Part Vila

REFUBUC CF VANUATU REPUBLIQUE DE VANUATU

Tel: (678} 28302  Fax: (678) 23885  E-mail: envircnmant @ vanuatu.gav.vu

cOPY

Ref:
07" Octoker, 1999

The Hon. Donald Kalpokas Masikevanua
Prime Minister of the Republic of Vanuatu
Private Mail Bag 043

PORT VILA,

Dedr Hon. Prime Minister,
Re: CODY INVESTMENT LTDVTHE CODY-MONDRAGON GROUP

Itis with great honour and respect that we bring 1o vour attention some of the {ssues surrounding some
undertakings by some of the senior government officials on behalf of the above company and demand
explanations and clarifications with regard to the processes and procedures endure in this project.

As you and vour high office may be aware of some negotiations currently being undertaken bv some senior
government officers on behalf of the above company and the people of Big Bay, Santo. As far as this office
is aware a series of meetings have been conducted earlier this year and are currently planning for a much
bigger one on the 15" October with representations of the company, the Vanuaru Government and the
chiefs of Big Bay.

This letter serves 1o raise to vou and vour office of our utmost disappointments over the wayvs in which this
preject has been dealt with so far and pose these questions and demand. your immediate response.

1. Any project of such a magnimde (construction of a pre-planned ciry and requires $0.000

hectares ) must surely get through the Council of Ministers for zporoval. [ am wendsring

whether or not this project has obuained the blessings of either the COM ner VFIB.

We are not aware of any proper project application decument as ver apart from brief summary

reports as part of the correspondences between the company and the Depury Prime Minister,

These information has been used as the basis of the negotiations, It is a very unprofessional

approach 1o scrutinising any project proposal.

IFit is & genuine project. why is irthat this office was kept cut of it while we have been

working within the Big Bay area for over five (3) vears and understand the oeepie und their

cuiture more than anv other orgamisation of the government? There is no Environmental

Impact Assessment (ELA) report thar we are aware of up o daze.

4. Who has autherised the negotiations to proceed with the local people of Bay Bay, Santo in the
absence of a negotiator certificate from the Cepartmenty/Ministry of Londs?

(&)

Ll
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5. It would be interesting to know how much funds is being comimitted in the negotiations

processes so far and where the money is coming Gom?

In the view of the above and the way in which the project negoriations has been handled so far has
put into questions the spirit of CRP interms of transparency and accounmbiliny. We aze premy
convinced by new that this project is another scum coming in the name of the pevple of Vanuatu
but benefiting few individuals within the system. It raises the question of who's interests are we
pushing here and what are the motives behind this projec: to fast track this initiative by taking
short cuts,

It is therefore in the interest of this office, the people of Big Bay area and the neneral population of
Vanuaw to demand immediate explanation and clarifications on the issues and questions raised
throuch this letter.

Thanking you in advance Tor vour great understanding and loeking forward 1o vour immadiate

responses before 13" October. 1999, If we don't hear from vou by then, we shall then forward
these complaints 1o the office of the Ombudsman for their inv estigations.

“ours ftithiully

Ce: Hon. Clement Leo, Minister of Foreign Azfairs
Hon. John Morsen Willie. Minister of Narural Resourcss
Hon. Sela Molisa, Minister of Finance & Ecenomic Manazer
Hon. Willie Jimmy Tapanga Rarua, Deputy Prime Minister
Mt Hamlison Bulu, Attorney General
Mr Roy Miky Jov, Chairman of VFIB
Mr Lennox Vuti, Director, DESD
Director General, PM's Office
Director General. Ministry of Natural Resourcss

e



BUREAU DU PREMIER MINISTRE

QUUVYEHRNEMENI

GOV
DE LA REPUBLIQUE OF g—il':E'HRh:;S:LC
DE VANUATU OF VANUATU

OFFICE OF THE PRIME MINISTER

A "T"T'T# | -

MEMORANDUM

Date: 11 October 1989
From: J Sese, DG, Prime Minister's QOffice

Ta:  Mr. E. Bani, Head of Environment Unit

Re: CODY Investment Ltd/ The Cody — Mondragon Group

| refer to your letter of 07/10/SS on the above matter addressed to the Prime
Minister and | wish to comment as follows:

1. This Office is not aware of any decision by the Vanuatu Govermment
authorising the above company to carry out a project in Big Bay or
anywhere else in Vanuatu. We would appreciate further information from
you.

| find it difficult to relate the status of your position, a2s Head of
Department, to the tone of your letter which was addressed to the Prime
Minister directly. | suggest that you observe the basis rules of diplomacy
in your future official communications with the Prime Minister and/ or other

e

LA LN
G =0 JA4™

P

Jea éé%a
Director-General

Ura
W

Ce: - Hon. C Leo. Min of Foreign Affairs
- Hon. J. Morsen Willie, Min of Namral Resources
- Hon. 8. Molisa. Minister of Finance
- Hon. W. Jimmy T. DPM. Mimster of Trade
- Mr. H Bulw AG
= Mr. R M Joy. Chairman of VFIB °
- Mr. L. Vuti. Director, DESD
- DG, Ministry of Matural Resources

Telepnone : (678) 22413 — Private Mail Bag 053, Pont Vila — Fayx: (678) 22863
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Mike Oliver
504 Mary Strze:
Carson City, Nevaua 39703
Phone (775) 883-0903; fax {775) 883-6408, e-mail micafpyramud. net

Octobet 11, 1399, U8 Date October 12, 1999, Vanuali. Date

TO 'WHOM IT MAY CONCERN:

7 This message serves as nntice that [ have broken all celationshins ~ith Mr.
i Stefag Mandel and any and ail of lus associatlons, compasies. and stier entdrics.
sipeaseh
! s,
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i GOVERNMENT OF THE REPUBLIC OF VANUATU
Private Mail Bag 048 Our Ref :
Port Vila
Vanuatu
South West Pacific
Your Ref, ; AG / /TIB

Telephone : (678) 22342
Fax . (578) 25473

STATE LAW OFFICE
=~ = =N 77
11" October 1999

Mr Ernest Bam
Head of Environment Unit
Environment Unic

PMB 063
PORT VILA
Dear Sir,

Re: CODY INVESTMENT LTD/THE CODY - MONDRAGON

I refer 1o your correspondence dated 7th of October 1999 and acknowledge receipt thereof .

Your letter serves to inform the office of the Prime Minister of your utmost disappointment
over the way in which some senior Government officials are dealing with the above Company
to build a pre-planned ciry ar Big Bay area, Santo. This poses some questions and vou sought
immediate response from the relevant authorities concerned. They are as follows:

(i) Any project of such magnitude (construction of a pre - planned city and requires
80,0C0 hectares) must surely get through the Council of Minister’s meeting for
approval. As such, vou are wondering whether or not this project has cbrained the
blessings of exther the C.O.M ner V.F. LB

(i1) You are not aware of any proper application document as ver apart from breif
summary reports as part of the correspondences between the Company and the
Deputy Prime Minister . These information has been used as the basis of the
negotiations. It is very unprofessional approach to scrutinising any project proposal .

(i) If ivis a genuine project, why is it that the Office of the Environment Unit was kept
out of it while vou have been working within the Big Bay area for aver five vears and
understand the people and their culture more than any other organisation of the
Government ? There 15 no Environmenrtal Impact Assesment report that vou are
aware of up to date,

() Who has authorised the negouatiens to proceed with the local people of Big Bay,
Santo in the absence of a negouator certificate from the Department/Ministry of
Lands?

{v) It would be interesuing to know how much funds is being commirted in the

negotiations processes so tar and where the money is coming from?

1y
an) el wan
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In view af the above and the way in which the project negotiations are handled so far, you are
convinced that by now, this project is another scum coming in the name of the People of
Vanuaru but benefiting few individuals within the system.

While T note your views, the State Law Office cannot make any comments until the partics
concern convene to discuss the matter further. Essenually, may [ suggest that a meering has
been scheduled for 13th October 1999 at 10.C0 a.m at the Council of Minister's conference
room. It is in all the parties interest ro attend this meeting,

Yours taichiyl

| |

A orne*.-'_\‘-'i?é@_.’;

Mr Stanley Temakon, Director General, Ministry of Natural Resources

Mr Sumbe Anras, Director General, Ministry of Finance and Economic Management
George Maniuri, Director-General, Ministry of Trade

Mr Roy Micky Joy, Chairman of Vanuaru Foreign Investment Board

Mr Lennex Vuti, Director, DESD

Director General, Prime Minister’s Office

1
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Ta: fHO . R O%p Mirede s b J 70y
Htm Wiy Lagdaga ‘ From:

Pt ) Srefan Mandel

Covernment of the Reputlic
al Vanuatu

Tt By 055,
N & . 5 . s
Phone: 972-3-624-2433
Fhamne: UETY-Ibpe= 7. F7s Fax phonc: 972.3.624-2270
Fax phone: DOGT 826677 iumbiil
ce 2 - f? ahe
RENMARIKS: =1 Ursent T Far vour review 1 Reply ASAT ] Please cammesnt

Dear Willie.

Mt was good talking 1w vou on the phone this mommyg. T am sendirp you attacned the documenis |
mentioned w you, including the article {dated June 95) Mike 15 trying (o use o torpedo the Santo
development, Since this is the lust time T iniend to mention Mike's name. | shall only review bneflv
our relationship, [ brought him to London, paid his & his wife's expensss beeause Tthought it was fair,
given that he was mvolved in the project since 1991 and not because T thoaglit he could comribute
ruch to the project. [ was fully uware he was 1 bit of an “old woman™ (1 mentioned that to you several
umea) and that his wite was winding him 2p and T was Tamiliar with his inconsistencies, vac |lations
and mezager financial means. Frankly, [ always thoughr of Mike as i harmless Hitle old man who likas
o talk o ot and likes w think of himself as & major "mover and shaker™ in the world. Twas ¢ven
willing Lo overlook the dozens of phone calls in which he was going around in circles ana seving
nothing. | never took s suggestions (o “forget about Santo and come to Fijl", oo senously, nor did T
put too much weight on his =umblings about supporting some group that wants Sanio te secede from
Vanuatu, However my coin dropped when [ made the connection between the latter and understood his
motves. I must confess that Tmusjodeed ham and, most or all, [ did not idenuly 28 ma character
trart: he likes to dance on more thun one wedding at a time. This is oot o my liking and certainly
not my style und (herefire T sonsider the Mike chapter closed. [ hope you do oo,

On another note, [ huve tned with lillle success w contact Roy (1 also wanted 1o send him the <ame
material) m order to rerand him that L have still not received the list of the people in vout delegunior 1o
Genzva on the 157" of this month urd their itnerary, which will make it very difficult 1o have the
Tsraeli Foreign Minstry dssue a formal invitation 1o you 1o visit Tsrael and make the arrangementy {or
hosting you, 1 shall try aguin calling him o tow hours, but 1f vou could drop him a line and ask hun
to contaet me, il may simplify the marer.

Finally, if you could instruct your peaple w0 send us the unaudited interim bulance sheet for the fiest six
months of L1999 for Axr Vani, we could, meanwhile, progress that project.

=4 ] il I. b 5 l-- lll AT - ‘.\.
| S:ncerzly, AL )
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From:
Allen Stetun Mandel
Natinial Tounsm Uffive
Phone: 1)) 3-678-22-615 S Phonu. 972-1:624-2433
Fax phone: (H3-678-21-889 iax phone: 072.3.624.2274

CC:

REMARKS: ] Urpent (| Par your raview B Reply Asap D Please comnent

Dear Allen,

Pursuani to our telephone conversation of today | hereby wish to conlirm that our company is involved
=" | in negonativng with the Vanuatu Government for the purchase of 49% of Air Vunualu, tho
development of ofher projecis on Espiritu Santo and the establishment of a Vanuatu Consuluie in
Israel.

As | inimuted on the phone, The Deputy Prime Minister, The Hon, Willie Jimmy, has suggesied that |
comtact Linda in order 1o obtin all promotional marerial on Vianuatu, be it publications or
videocassettes,

I would preatly appreciute your agsistance in providing us with the ahove mentioned materzal, at your
carliest convenience, preferably vii DHL (if pussible)

Hoping 1lus request is not 100 much of an imposition and looking forward to heanng from you,

f 2y

. w\;k ' -1\.‘

Sincerely,

Stefun Mhndel
Managing Director

Tel: 972-3-024-141313 » Fax! 972-3-014-1279 » 4-6 Hataasiya St., Tel-Aviv, 67138 ISRAEL
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GOUVERENMENT GOVERNMENT
DE LA OF THE
REPUBLIQUE DE VANUATU REPUBLIC OF VANUATU

OFFICE OF THE

DEPUTY PRIME MINISTER
MINISTER OF TRADE
’ AND
BUSINESS DEVELOPMENT

BUREAU DU
VICE PREMIER MINISTRE
MINISTRE DU COMMERCE
ET DU
DEVELOFPPEMENT DES ENTREPRISES

14th October, 1999

Hon. Donald KALPOKAS MASIKE-VANUA g S it
Prime Minister i TR T

Prime Minister’s Office | nae

PMB 043

PORT VILA P & .,.4@4 g 13/ {c/{ff?'
Dear Hon. Prime Minister, i e e s

Re: CODY INVESTMENTS LTD. - THE CODY M&N&RAGON
GROUP/ERNEST BANI - HEAD. OF ENVIRONMENT UNIT

| am deeply concerned with the letter addressed to you by the Head of
ENVIRONMENT UNIT MR. ERNEST BANI dated 7/10/99 concerning the
investment proposais contained in my report to you which have not yet
been considered by the Council of Minister.

Hon. Prime Minister, as Minister responsible for the Foreign Investment
Board, and Business Development for the Republic of Vanuatu, | request
Mr. Ernest Bani to prove his allegation that this project is another SCAM
coming in the name of the people of Vanuatu.

Lets say if Mr. Ernest Bani puts himself in the position as a Foreign
Investor, interested to invest in Vanuatu and all of a sudden received
such letter by the Head of a Government Department, how would he
feel because there was not yet even a project being submitted and
approved either by the VFIB or CCM that had not taken into account the
environmental impact, such project would have on the society etc.

This type of letter is Insulting to Foreign Investors and will not in any
way assist the government to carry out its economic development
policies. The Government must be committed to facilitate suitable
climatic conditions to attract Foreign Investment. Mr. Bani made his
remarks too early infact, in advance of the COM's decision. Mr. Bani
should make his comments on project by project basis, on the
condition, that the particular project if established would have adverse
impact on the environment.

Sac Postal Confidentiel 036, Port Vila, Vanuatu Private Mail Bag 056, Port Vila, Vanuatu
Telephaone (678) 25675 - Fax (678) 25677
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He cannot make general remarks on Environmental ISsues on projects,
when he does not have any details of such projects to ascertain its
effect on the society etc.

If this attitude continues, it will quickly destroy the work of the VFIB and
investors will turn away from Vanuatu to invest elsewhere.

ﬂ
'_r/"’ F"-“‘\'Q\
Yours faithfully, // o C

o s R 4. ¥
—— Li'n.-fg___!r-"ﬁw }:

- magrianl -
Hon. Willie JIMMY TAPANGKRABUAT
Deputy Prime Ministersa
Minister of Trade, Touris

siness Development

CC: Hon. Clement Leo, Minister of Foreign Affairs
: Hon. John Morsen Willie, Minister of Natural Rescurces

Hon. Sela Molisa, Minister of Finance & Economic Management
Mr. Hamlison Bulu, Attorney Ceneral
Mr. Roy M. Joy, Chalrman of VFIB
Mr. Lennox Vuti, Director DESD
Director General, PM's Office
Director General, Ministry of Natural Resourcss






GOVERNMENT OF THE REPUBLIC OF VANUATU - -
GOUVERNEMENT DE LA REPUBLIQUE DE VANUATU

DEPARTMENT OF TRADE, INDUSTRY AND INVESTMENT

SERVICE DU COMMERCE, DE L'INDUSTRIE ET
DE LINVESTISSEMENT

Part Vila : P.M.B. 030 - Telephone : (678) 22770 - Fax : (678) 25640
Santo : P.O. Box 230 - Telephone/Fax ; (673) 36046

&PPENDW 3 X /

Mr. William Tari =
First Political Advisor @ f
Ministry of Foreign Affairs

VNPF Complex
Port Vila

Our ref: TIU 200/ 265/99 17™ December, 1999

Re: Proposed Cody/ Mondragon Investments- Big-Bay Area, Santo.

Trefer you to our brief discussion we had this morning on the above captioned matter
pertaining to the proposed Investment and the establishment of a Free Trade Zone facility
in the Big-Bay Area in Santo.

“e attached Document and the contents therein was amongst a number of issues discussed
‘wtd agreed upon in London this year when the Former Deputy Prime Minister was imvited
by the Cody/Mondragon Group to undertake this consultations.

As transpired in London, 2 Memorandum of Agreement was signed between the Hon.
Willie Jimmy TAPANGA-RARUA on behaif of the Government of Vanuatu and Lord
Keyes and Mr. Stefan Mandel on behaif and representing the Cody/ Mondragon Investment
Group.

The Memorandum of Agreement (MOU) was further Submitted to the then Coundl of
Ministers by the Former Deputy Prime Minister where 2 collective decision was taken to
consider and approve the proposed Investment undertaking in the Republic of Vannatu.

In view of accelerating the proposed project in Vanuatu and in order to keep the Hon.
Foreign Minister abreast of the developments as such, I wouid like to draw your attention
to the COM Recommendation 2 which stipulates that “ the COM would consider and
decide on the candidate to be appointed as Honorary Consul of Vanuatu in Israel and
where they further accept the offer that the CodyMondragon Group fund the establishment
~f a Vanuatu Embassy in Brussels and request that the Minister responsible for For=ign

. fairs to prepare the appropriate budgetary provisions for the consideration of the Council
of Ministers ™.

The issue of appointing a Vanuatu Honorary Consul in Israel has been agreed in principle
by the Council of Ministers and which to my opinion should be considered for
implementation immediately by the Hon. Minister of Foreign Affairs prior to embarking on
the other aspects of the proposed substantial investments proper.
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By copy of this note, I would appreciate if you can ensure that the Hon. Foreign Minister is
provided adequate brief and understanding in view of facilitating the said appointment
without forther delay.

You will find the attached document which was sent to the Former DPM but was not
facilitated in time regarding the nomination of Major General Daniel Rothschild as the
proposed candidate for the Vanuata Honorary Consul to be based in Tel Aviv, Israel and

would seek your usual assistance and support to have the Diplomatic Note to the Israeh
Government in formalizing the appointment.

Should you require more information in this regard, I suggest you consualt the Hon.
Attorney General at the State Law Office to clarify and assist you in this important
endeavour.

I thank you for your assistance and co-operation im this fegarl:L

cc- Hon. Hamlison BULU
Attorney-General

- Mr. Georges MANIURI
Director General of Trade and Business Development

H [RR——
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~ APPENDIY ™ Y ’ REC
G2 .Jul 31 January 2000
Honorable Serze VOHOR (MP)
Minista blong Feren Afeas
Vanuatu Gavman
Port-Vila

Dia Hon. Ministz,

Decision 349: Aposcmen blone Honorary Konsul blong Hong-Kong
Decision 350: Apcenmen biong Honorary Konsul blong Israel
Decision 351: Apcenmen biong Honorarv Konsul blong London
Decision 352: Apcenmen blons Honorary Konsul blong Franis
Decision 353: Apoenmen blong Konsul Jenerol blong Nouméa

Kacnsel blong Minista ibin kar Namba 75 Extraodineri Miting blong
hem long 28 Januari 2000.

Long taem ia. Kacnsel iapruvum fuiwan ol decisen antap la wetem ol
tokrok ia:

- Honorary Konsul biong HongKong hemi Mr LANDOW HUNG-TIP

LEE,
- Homorary Konsul biong Israel hemi Major General Daniel
ROTHSHILD

- Honorary Konsul blong London hemi Dr HUNG-KEE CHEN
- Honorary Konsul blong Franis hemj Mr Michel RITIE
Konsul Jenerpi blong Nouméa hemi Mr Noel TABIUSU.

_L{

AKTING SEERYTERI JENEROL

(Saen long bihav biong Mrs N dlctoa we lsap ovasi)

i

Telephome ; w781 22 412 © %3, - 143 Port :r'ii:!f. VANUATU
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COPY

31 March 2000

VFIB
APPLICATION
FORM

Foreron Ivestment Aot No. [5 of 1998

This application form must be accompanied with a fee of V15,625 and must be made
payable by cheque to VFIB. This lee is not refundable.

The application form comprises of 9 pages.

“Incomplete Application will be Returned”

VANUATU FOREIGN INVESTMENT BOARD




SECTION 1 GENERAL

1. Proposed Company / Business Name
Mondragon Co-operative Corporation Ltd.

1.2 Name(s) and address(es) of investor(s)
Economic Development Corporation Ltd. (EDCI)
4 Hata’asya St., Tel Aviv, 67138 ISRAEL.

Telephone: + 972 3 6242433 Facsimile: + 972 3 6242279
Name and designation of contact person: Stefan Mandel
Telephone: + 972 3 6242433 Facsimile: + 972 3 6242279

The intended full address of project site:
Big Bay Bush and Big Bay coast, Espiritu Santo Island. (see attached
documents)

1.3 Does the applicant have other business(s) beyond Vanuatu that is
relevant to this application?
NoO.

2. What is the intended form of business?

| A Company Incorporate in Yanuatu Tick
' (I) Local company limited by shares
| (o) Company limited by guarantee
B Business Name
(1) = Partnership
(ii) = Sole proprietorship
C | Overseas Company v

D | Other (Speafy)

3. Specify shareholding structure

Full Name as on Passport or Nationality as on Passport | % shares
Birth Certificate |
~ 1,000 members Mostly Israelis 1 31.2 %

* Represented by the corporation CEO - General (ret.) David AGMON.
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4. ‘Which Sector do you wish to invest in;

Agriculture v
Aquacultre W
Education / Health Services !

' Fisheries - - - El

Financial & Consultancy services (Offshore) ' B E |
Forestry | v

. Manufacturing |

| Real estate (Lngineering, Construction) - v

| Shlppl.[lg SE——

| Tourism o v

"Wholesale / Retail (Exporr & Market local products) REY
"Professional Services ( Telecommunication, Interner, Hi-tech.) v

Other (Transportation, Fxploration.) 'y

Please be specific as this will assist to determine Business License Category you
may require.

¥ Project description and or processes.
Provide a short and concise description of the project:

Development of a Free Trade Zone in the area designed for, by the
Government of Vanuatu, and described in the map attached to the Leasing
Agreement attached below. (see artuched doctiments)

A detailed project Proposal or Business Plan must be attached to this application,

0. Assistance sought from YFIB: (Indicate).

__ Tick  * How many Please complete
Approval of project N o
Residence permits * v 2 , Qll |
_ Work permits * v P2 Q12
Business license | & QI3

- Other (Pmmic details)

* For the first stage of Project Planning .



This section is only applicable to Companies.

y Financial structure - Authorised Capital - Worldwide

| Local (Vt.) Foreign (Vt.)
Issued capital | |
| Paid up equity '
F__;')_Ca_:_;h 208,000,000
i) Inkind 975.000.000
Loan capital b
1) Source — United Fidelity Corporation | 390,000,000
i) Term - Two years | | -
| iii) Rate of interest/ Repayment arrangement | i 9%
8. Directors
Nationality  Qualifications

| Full Name | Country of

' residence/domicile

* See attached list of the Mondragon . Board of Directors

If a shareholder is a company, give the company name and its full registered address, the names and
details of'its shareholders and directors, and the 10tal percentage of shareholding held bv non-residents

of Vanuatu.,

9, Investment costs.

) Local (Vt.) | Overseas (Vt.) Total Outlay (VT)

' Land and buildings 650,000,000 650,000,000
) (5MS$) - ) (SMS) |

Plant and equipment 130,000,000 260,000,000 390,000,000

) _ (IM$) (2MS) (3MS)

Vehicles and furniture 26,000,000 39,000,000 65.000,000

i (200K$) (300K5) (500KS)
' Engineering and 130,000,000 130,000,000 260,000,000
installation costs . (1M9) (1IMS$) (ZMS) |
Others 260,000,000 260,500,000
| (ZMS) — (ZMS)

| Working Capital 130,000,000 | 130,000,000 260,000,000
. B : (1M$) (1M$) (2MS) |

Total Investment 1,326,000,000 539,000,000 1,863,000,000
Costs (10.2MS) (4.3M3) (14.5M$%)

Cash flow /profitability projection for three vears must be attached separately.
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10. Estimated Annual Revenues.

' Year 1 Year 2 . Year 3 Average
(a) | Export eamnings | None None | None
(b) | Domestic sales | None None | None

11. Employment (numbers)*.

* This should not include actual investor(s).

Year I - i Year 2 | Year 3 | Average in vear
Local Foreign Local Foreign Local Foreign | Local Foreign

Management | 1 | 1 2 [ 1 | 5 [ 1 3

Skilled 2 | 10 1 20 | 2 10 1
Non-skilled =~ 7 | 18 55 27

12. Residence Permit Requirements.
Value of investment - Number of years ~ Tick |
a. Vt. 5,000,000 ~ Syears

b. Vt. 50,000,000 10 vears - N
“c. Vit 100,000.000 15 years

Antach separately- 1/ value of bank deposits together with bank references and

value of assets to be used for investment.

2/ Investor (5) must provide particulars of their passports.

13,  Work Permit requirement (Investor{s] do not require Work Permits)

Figure (s) must be the same as in Section 1, [6]

| No Position [ Description of skills Starting date

1  Manager  Project Manager | November 17, 2000

'2  Engineer Management & Industry Engineer January 17, 2001
Attach- [, A clear Training Plan for Vanuaru citizens must be attached.

Full details of position, reasons why and when the position () is
expected to be localized.



14, Capital goods to be imported.

Description Value (Vt.)

|
' Not vet defined
|

Total |

15. Raw materials to be used (Indicate if any is hazardous)

Type(s) Description

Not yet defined

SECTION 3.

LAND USE PT A 'l\_-‘\__: !\_T!F": AANTIY TRTUTN /ARTRAAMATT AT AMARTOTIIET 4 MTARTO
§ o e e L A Sl e AL i S, R B X

R Have vou secured yvour land lease?

Yes

[
=1

if No, do you want assistanice fiom ihe Doard o secure land leasc!
{Ycs/Nop. If Yes, in what wavs?

13, Existing zoning (tick)

Zone - ~ Tick
Residential
Commerciai )
Industrial - - N

Tourism/ Service L

| Other (provide specify details) - Agrcudturs!
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19.  Describe the impact on environment (if any)

None

20.  Would the business be managed by owner/other?

[f other, state;
By members of the Mondragon Group

21. Has an external auditor/ accountant been appointed? If ves, name
and address.

Yes, not yet appointed

22. Name and Address of your local Banker(s)
Not vet appointed

23. (i) Have the proposed owners, directors, or managers of the company been
involved in any company which went into liquidation within the last 5
vears. If so, please supply details

No

(ii) Have the proposed owners, directors, or managers of the company been
declared bankrupt within the last 5 vears. If so, please supply details

No

24, All applicants must sign a separate Statutory Declaration stating whether
or not they have been convicted of any serious offence. If ves, they are
required to provide full details of such offence(s) and conviction(s).

Please tick off this checklist before signing the Statutory
Declaration on page 9, as this will determine whether you
have fullv completed your Application.
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Checklist on additional attachments

| . Refro tick
' Have you attached the following? Quession (5
1 A fee of VT5,625 payable I-Jyzh_ei[ue - | fromt Page v
|
2| If other, attach specific details Q2
I !
3| A detailed Project Proposal or Business Plan of the project Qs
4+ | Cash flow/profitable projection for three years ' Q9
3 Value of bank deposits together with bank references f QL2 Y
' & Investors (s) must provide particulars of their passports | Qiz —
" A clear training plan for Vanuatu citizens. Q13
'3 Full details of position, reasons why and when is the position(s) to Ql3
| be localized. |
| | Supply details of liquidation and bankruptcy (if applicable) Q23
0| Supply details of serious offences, including tax evasion (if Q24
| committed) !
1 Sign the statutory Declaration Page 9 N

!! Incomplete Application will be Returned !!

STATUTORY DECLARATION




( Z—*E (

[/ We the undersigned, bemg duly authorised, hereby certify to the best of my/our
knﬂwledge and belief, that the information contained in this application form is

- correct and complete. We also authorise VFIB to carry out due diligence on me/us
including credit checks from my/our bank.

I/we understand that the provision of false information is an offence and where a
body corporate is guilty of an offence and that offence is proved to have been
committed with the connivance of, or attributable to the neglect on the part of a

| director, manager, secretary, or other officer or any person purporting to act in

. any such capacity, that person as well as the body corporate will be liable for

| prosecution.

' Name of Investor/Company/business name
Economic Development Corporation Israel Lid.

Mondragon Co-operative Corporation Ltd.

Signed at : Port Vila, Vanuatu this: 26™ day of July, 2000
f”/":—:_/f"._f,-(_.—.- ST, P
Name: David AGMON, CEO Signature: _ “ 77 _— =
o
| Witness: Jacob HARKAVY, Adv.  Signature: ___ 7 P
| Address: 4§ [Bi Lok W F Toy i,--s__‘l T kb Y6 e

IR T G

=)
¢
-

Complete form and send to:

VANUATU FOREIGN INVESTMENT BOARD
PMB 030, PORT VILA
Vanuatu
Phone: (678) 22770 Fax: (678) 25640
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A Paradise in the Pacific

Economic and Social Strength in Israel

The government of Vanuatu awarded the Israeli Mondragon group a
broad permit for the establishment of a free trade zone within an area
of 800 km® situated on one of the magical islands of this archipelago

. which is located in the South Pacific Ocean, east of Australia. The

1Th
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Israeli group in conjunction with entrepreneurs from around the
world is planning to transform the island into an international
business and tourism center, and to introduce high technology and the
most modern and advanced agricultural techniques.

5,000 people per continent can still avail themselves of a unique
opportunity that will enable them to take part in this new economic
and social experiment. The main characteristics of this new initiative
will be the synergy between participation in private entrepreneurial
projects featuring the most equitable form of profit sharing and
ownership of private land in an extraordinarily beautiful location, all
this in consideration of a very modest investment.

There are very few virgin territories left on Earth that have not already been commercialized
that can capture the romantic heart and give one the feeling of paradise. One such place is
Vanuatu, an archipelago in the South Pacific Ocean, where only till recently its 185,000
inhabitants lived as their forefathers did. Those very same inhabitants were immortalized by
Paul Gauguin’s paintbrush and by James Mitchner, the best selling author of “south pacific”,
who discovered the enchantment of this place during WWIL while serving on the large
military base the Americans set up there. His stories of the South Pacific were later turned into
a musical and the movie of the same name that was filmed on the island of Espiritu Santo.
The Mondragon Group's concession extends over one fifth of the area of this very same
island.

Remnants of the American base include an infrastructure that could be used in the
development projects the Israeli Mondragon Group intends to pursue, which revolve around
building an international business, financial and high technology center resembling Hong
Kong, with the added advantage of natural resources, scenery and wilderness. These natural
resources will serve as a starting point for the development of tourism, fishing and advanced
agriculture.
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From Spain via Israel to the Pacific

This socio-economic model was the brainchild of a Spanish priest Fr. Jose Maria
Arrizmendiarieta and was created as a co-operative model, functioning successfully since
1956 in the town of Mondragon (where it borrowed its name from), in the Basque region in
Northern Spain.

What used to be a tiny, impoverished village 44 years ago is now a bustling town of 55,000
inhabitants, featuring a cluster of 170 co-operatives involved in banking, industry, trade,
agriculture, etcetera, all under the umbrella of the Mondragon Co-Operative Corporation.
Arrizmendiaerieta envisaged and developed a co-operative community whose members share
in its capital and retain the right of full involvement in all the decisions that affect their own
lives and interests.

Today, the capital value of the Mondragon co-operative in Spain is estimated to be 15 billion
dollars, its volume of business in 1998 amounted to 8.5 billion dollars and last year its
members shared among themselves an amount of 1.5 billion dollars in dividends. The
. co-operative provides its members with employment and social services, schools, a university,
hospitals, retirement homes, cultural institutions, banks and research labs. The idea was also
adopted in Japan by a wide assortment of different co-operatives, the largest and most
recognized of them being “Keratzu”.

The Mondragon socio-economic model captured the imagination of Stefan Mandel, the
entreprencur who brought the idea to Israel three years ago together with the land lease rights
in Vanuatu, through the vehicle of CODY Investments Ltd.

On the basis of Mr. Mandel’s long relationship with the successive governments of the
Republic of Vanuatu, he was requested to assemble a group of investors that would help
Vanuatu develop its islands and help them meet the challenge of the 21%century. Upon Mr,
Mandel’s recommendation, the government embraced with warmth the idea of creating a
modern version of the Mondragon model in Vanuatu.

Paradise in the Global Village

Vanuatu is an archipelago situated in an arca of the Pacific called the Paradisc Triangle, which
extends over more than 200 islands 83 of which are inhabited, comprising a total land area of
14,000 km®. The country gained its independence from a joint mandate of France and England
in 1980, and became a member of the UN and the British Commonwealth in 1981. Vanuatu's
beauty, its abundance of sweet water, fish, tropical forests, volcanoes and magnificent
scenery, as well as its small airports, marinas, yacht clubs and hotels, make it a tremendous
tourist destination.

On the other hand, Vanuatu's economy, based mainly on timber exploration, fishing, copra,
tourism and off-shore banking, generates an average annual income per family of only $1,300
which does not enable it to sustain the necessary development that would translate its
potential into reality.

The people of Vanuatu have long been aware of the country’s potential as an international
financial center and an exotic tounst destination. They have been seeking to attract foreign
investment that would enable them to develop the infrastructure required to build and upgrade
the leisure, sport and golf facilities. The laller particularly designated to attract Japanese
tourists who are currently flocking to Australia. Simultancously, they plan to enhance the local

3
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economy by introducing advanced technology, agriculture and marine agriculture, while
taking advantage of its tropical location. Within the same context, Vanuatu aims to upgrade
the current off-shore environment to being a fully-fledged international financial center with
the very latest communication facilities.

The Agreement of the Millennium

Cody Investment Ltd. has transferred all its rights in Vanuatu to the Israeli Mondragon
Group. On July 22, 1999 the government of Vanuatu, represented by the then deputy Prime
Minister and Minister of trade Mr. Willie Jimmy Tapanga Rarua signed a Memorandum of
Understanding in the House of Lords, with the Cody-Mondragon Group represented by Lord
Keyes of Zeebrugge and Dover and Mr. Stefan Mandel, which was subsequently approved by
The Council of Ministers of the Republic of Vanuatu. The Prime Minister of Vanuatu, Mr.
Barak Tome Sope Mautamata, confirmed this in a letter to the Minister of Foreign Affairs of
Israel, Mr. David Levi:

“...we wish to confirm that the Hon. Willie Jimmy Tapanga Rarua (MP), formerly Deputy
Prime Minister of Vanuatu and Minister of Trade and Business Development in the then
Government Administration together with Lord Keyes signed an MOU (Memorandum of
Understanding) between the Vanuatu Government and the Cody/Mondragon Group, on the
22" July 1999 in London. This MOU was subsequently considered and equally approved by
the Vanuatu Council of Ministers, the most supreme and highest decision making body in the
republic. as a framework on which the proposed Cody-Mondragon Group activities and
investment plans will be implemented of course over vears and within certain time frame.

[ wish to further state that the signing of the MOU is a clear manifestation of our interests to
collaborate with your Companies and Investors in realizing major investments projects that
stands to emanate from the healthy diplomatic and bilateral relations we continue to have and
share with the Government and people of Israel.. "

The agreement with the Vanuatu Government consists of:

* Leasing agreement over an area of 80,000 hectares designated as a Free Trade Zone.

Fishing rights in Vanuatu’s territorial waters (approx. 227.000 sq. km. ).

The right to grant business franchises in the leased area.
* The option to purchase 49% of Air Vanuatu (Vanuatu’s National Alrline).

* Exclusive rights to Vanuatu's Internet suffix “VU™,

The right to establish consulates for the Republic of Vanuatu. all over the world.

Lad
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The future environment — a socio-economic experiment

The guiding philosophy that was the foundation in the establishment of the Mondragon
Co-Operative Society in [srael consists of the same elements that formed the underlying
principles that set in motion the establishment of Mondragon in Spain. The driving force
behind the process was the sobering realization that the individual’s socio-economic needs
and his/her craving for social and financial security are no longer satisfied by the rapidly
changing world around him. In order to narrow this growing gap. new and daring changes
need to occur in our traditional way of thinking. This is the nucleus from which the idea
blossomed to create a large business community with thousands of members each of whom
contributes a manageable amount of capital to the collective pool, instead of allowing a small
number of rich people to control the intemational economic and financial system.

Our aim is to create a socio-economic entity equipped with the most modern tools that will
enable it to cope with and influence our future living environment and adapt it to the rapidly
changing world that surrounds us. This will only be possible if we become aware of the degree
of alienauon that has befallen the individual in this unfriendly and rapidly changing world.
understand its severity and decide to act by creating a svstem that will encompass the
tremendous achievements of the technology of the new era, while at the same time paying
great attention to positioning the individual in a safe and secure socio-economic environment.
where all their needs are met, allowing them to develop and realize their full human potential
and function as a productive contributor in the new society,

To that end The Society intends to provide its members with an array of services, including;
health, education, a consumer club. a social-cultural club, as well as create employment
opportunities through The Society’s businesses in which first preference will be granted to
members.

The Social aspects The Business aspects

* Building a social system that will * Rasing tunds and investing in the
support Health education and areas of finance. high technology,
welfare. tourism and advanced agriculture.

e Forming a consumer purchasing » Creating a financial economic force
force within a consumer club. based on a large number of

e Integrating the members in a social embers,
cultural club., ® Developing a ifree trade zone as an

international business and tounsm

*  Maintaining the principle of equality St
e L] - _.E 0

one person ane vote”. -
s Encouraging private initiative within

» Providing employment in the 3
the business club.

co-operative’s businesses with
priority to members. s  Grantung ownership of nrivate land

s Annual profit sharing.
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Business Class

To implement the project The Society is recruiting to its ranks members from ali around the
world. Each new member receives 3 shares (held in trust for him by The Society) in the
[nvestment Company, E.D.C.I. Ltd., which will hold 67,500 hectares in the future free trade
zone and all the nghts in Vanuatu. These shares will define the member’s partnership in The
Society’s business, a proportional share of the dividends distributed. In addition, upon
completion of the agreement with the land owners and the subsequent parcelation, the
member will receive 0.3 hectares of land for private use.

The Society’s method of recruitment is based on the referral system, not unlike the one used
by the Hi-Tech companies. The person who refers new members will receive a bonus of |
share and 0.1 hectare of land (under the conditions described in the above paragraph) for each
new member registered. To date, 900 members from across the spectrum of the Israeli saciety,
including a large number of lawyers, accountants, economists, bankers, businessmen, artists
and others have joined The Society.

The Society’s marketing personnel conducts detailed presentation seminars on the Mondragon
philosophy and the Vanuatu dream, at its offices at 4 Hataasiya St. Tel-Aviv; Israel.

Parallel to recruitment, The Society is in the process of preparing a blue print for the Free
Trade Zone, featuring high technology, insurance and finance and other business ventures.
creating the framework for the formation of business relationships with 1institutions and
private entrepreneurs alike.

Consulates

T'he Mondragon Co-Operative Society is preparing for the apening of the Vanuatu Consulate
in Tel Aviv, Israel. The Honorary Consul (approved by bath governments) is Ret. Gen. Daniel
Rothschild. Further openings of consulates are contemplated in Brussels (Belgium) and
Michigan (USA).

Member’s Rights and Benefits

1. Membership in the Mondragon Co-operative Society. Three (3) dunam of private land
(0.3 hectare) in the residential area, under the conditions described above,

I3

- Three (3) shares in E.D.C.L (The Society’s investment arm), held in trust by The
Society on the member's behalf

- Participate in all The Society’s business activities and share in the profits. in
accordance with their holdings.

(V%]

The first 1,000 members to register will be entitled to a founder’s bonus of an additional share
and an additional dunam (0.1 hectare) of land.

The drive behind joining the Mondragon society was well illustrated by the Author Painter
Yair Garboz “It’s an opportunity to purchase a valuable asset inexpensively, and if the project
Is a success, its value will increase and in such a case [ will be able to purchase apartments for
my children. There are not too many jungles available for lease, and if it can be transformed to
a tree trade zone then 1t 1s worth while to try”.

N
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The Management Structure

The General Assembly - All The Society’s Members
(Appoints The Board of Governors and other Boards)

The Board of Governors
(Appoints The Executive Management, Internal Auditor/Accountants, Legal Advisor and
approves the business plan and budget)

Eliyahu-Adi Cohen (chairman) CEO.

Dr. Gideen Ben-Dror Former Deputy General Manager - Construction &
Development, Ministry of Education
Yair Gilad Former Deputy General Manager - Visa Credit Card of Israel.
Prof. Yoseph Ben-Dak Sentor Advisor to the U.N.
Tal Ronen Strategic Advisor.
Rami Einav CEQ - Matam.
Ruth Roi-Weinstein CED.
Alex Ackerman Rescarch Engineer - Agriculture Volcany Institute.
David Lieberman Industrialist Owner Manager - Radad.
Ilan Segal Architect - Oren architecture and interior design.
Haim Mandel Manager - Computer Services Department, Tel-Aviv
University.
Dan Arussy Head of Operations - Information Systems Department,
Tel-Aviv University.
Rafael Alschteter Manager - Electronics company.
Eli Mandel Network Manager - AIG.
Niky Klipper CEO - Nyk-EL.
Investment Committee Internal Auditing Committee
* The Society’s Accountant. s Avi Abramovicz - Accountant
e The Society’s CFO. * Menahem Kupperstein - Accountant
» CEO of'an Assets Management Co. ¢ Uri Cohen - CEO

The Executive Management
The Society 1s managed by a team of professionals, in accordance with modern management
guidelines and subject to The Society’s Charter and auditing rules.

Chairman of the Board of Governors - Adi Cohen

Secretary General - Ret, Gen. David Agmon
Chier Financial Officer Gideon Amihood
Marketing Manager Avi Edelman

Assist, Marketing Manager - Gila Rafiah
Computerized System Consultant - Eval llsar
Secretary - Liz Weinshtein

Supervisory Committee: Israel Basson - Accountant and Ya'akov Harkavi - Advocate
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Mondragon Group - Value of Bank

Tetal Dinn Amex visa Isra
MONDRAGD B A
R R U 173,198 52385 10848 108245  48.818 aug
483,113 20,789 8778 428335 31,221 sep
38,830 B 485 30,285 cct
38,446 B 465 23 581 nov
38,021 B.485% 28,557 dec
35635 5.4685 25,171 jan
35835 B 485 29,171 1ab
34,832 5662 28,171 mar
17,273 1.913 15,360 apr
8 202 1172 7,030 may
5,802 791 5,701 june
4,318 385 3,623 july
913,383

Discount bank

4,812 current account palance
$725 J$8 account bajance
50.00C Deposit account
44,000 Degosit account
57778 us$ deposil account
148,138 Chequeas for collection nalancs

United Mizrachi bank

78,053 trust account
Hapoalim
146,138 trust account
1,395,332

* all figures in NIS
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Total Expenses
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524 7 | atd 4195 et 1 380 23 684 25000 25 (Ml 25000 25 M 23100
| |
O o 181,475 il 153 05 350 LAGL 555 |51%.450 L3%6.500 1 ug. 000 | s14.500 |
150 i HIn Y50 [RIETRE] 3329255 3507 900 | ERER T 2,796,280 1.291 000 |
135 250 150,925 [IHYRI) 6214500 | 1157090 3,009,125 2459720 122400
‘ 130000 320900 L5000 4381703 1013, 700 3749800 L0070 990 L2491 non
389 350 1104735 3725200 6,735,750 4,204 800 3717150 2312800 -27.440
SIS 24973 62423 133200 248700 355 200 375000 ERRN 375000 A75.000 A5
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L3 1] T lis 0naih 41 450 w800 163 B0 | 236 840 25(LANN) RRITTH 2500000 250,000 30000
s120 17108 255,684 WLIGH 263724 | :
N2 125 (00 125,000 | . ‘ .
40730 AN EIENEE] 634,734 950,214 | 42,190 410960 | 420,880 131,290 | 141,090 | FRT
5% N ] ATy 15439 31737 47511 37010 20,544 | 21044 21,565 2.0 EERTTS
8% L5 VA2 F5439 11‘?_1;7 +1L50 | AT 201548 | 21044 [ 21565 ‘ 22055 22318
47,003 71603 330,051 YN, 207 (KN Blb, 41 452,056 162908 | A4y AR5, 199 400,996
HEGTL FIENRT] 863,271 2587543 ERETNED] 9020946 ' 10610453 | 11,988,093 | L3 AL 148 14 845,126 16314417
T 2TwAs TR0 2553014 Taninin [ERAE A PO 18 359 584 | 14 860,077 [CRERRET| Lolool MRS
— - A 1045 117873 BAOTH, 032 | 25280684 TI283507 | 136,651,065 182,512,725 | 220,261,387 238216071 239,345,061
1 Cashflow (2)
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sward Aru
From: bernadette. carew@dublin.idi.ie
Sent: Thursday, Aoril 06, 2000 9:00 PM
To: cdi@vanuatu.com.vu
Subject: RE: Strategic Inv Prarnatian training - V

Dear Howard

Thank you for your eamail received this merming. The programme fee which
includes accommadation, per diem allowance, tuition, documentation, study
tours and local travel is $5,500 US Dollars. You shouid apply te all the
Agencies i.e. World Bank as well as UNDP/UNIDQ, | lock forward to hearing
from yau again. | will be in London next week from Tuesday 11th April with
the present ‘training group on Strategic Planning and Marketing. | will

return to the office on 17th April

Best persanal regards

BERNADETTE CAREW
TRAINING MANAGER

—

C—

Dear Howard

Further to my email earlier this morring. | have spoken to Mr Kulur, UNICO
Vienna and | mentioned your application. He said that UNIDO do net have
Frojects in Vanuatu but that there is Austraiian Bi-Lateral funding in your
country. You should determine where the Australian Embassy is and check
this out without deiay. Let me know how you get on,

BERNADETTE

[Page 1]
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GOVERNMENT OF THE REPUBLIC OF VANUATU
GOUVERNEMENT DE LA REPUBLIQUE DE VANUATU

VANUATU FOREIGN INVESTMENT BOARD

Telephene : (678) 22770

11 April 2000
Our ref: VFIB/201/2/75/00

Mr. Derek ALEXANDER
Acting Director General
Office of the Prime Minister
Port Vila

Dear Mr. Alexander

GOVERNMENT FUNDING SUPPORT

VFIB Acting CEOQ to attend
STRATEGIC INVESTMENT PROMOTION PROGRAMME

Dubiin, Ireland : 19" — 30° June 2000

The VFIB has reached a stage today where the intentions of CRP through the
Foreign Investment Act No.15 of 1998, has in a big way been achieved.

Foreign Direct Investment (FDI) is becoming increasingly competitive. Yanuatu, as
such, should be seen to remain competitive in all respects as the government
(through the Ministry of Trade & Business Development and VFIB) contnues to
foster the key CRP inidative of facilitating “private sector-led growth” in the counmry.

The above-mentioned training program is designed to equip Investment Promotion
Agencies (IPAs) like VFIB with some key toals and practical skills required to atract
and retain FDI in the counmy in the modern competitive climate.

The training, which will last for two (2) solid weeks (19-30 June), will consist of
various key aspects of investment promotion most suited to the need of Vanuatu's
young IPA. Most specifically in strengthening the Secretariat’s human resource
capacity with respect to facilitating the roles and functions of the VFIB board proper.

This letter serves to request your office’s recognition and funding support to cater for
the participation of VFIB's Acting CEQ, Mr. Howard Aru art the raining program.
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The cost details would be as follows:

1)

2)

Retumn air ticket

(economy class: Vila/Ireland/Vila): = V. 271,200
Program Fee (includes accommodation,

per diem allowance, tuition, documentation,

study tours & local avel) is TR£4,500 =

$5,500 US Dollars = +/-Vt. 715,000
Total Cost = Vt. 986.200

This request should be seen in the light of major investments already facilirated by
the VFIB, notably the work of the Secretariat over the past 15 months in facilitating
all the necessary systems, mechanisms, networking and cooperative arrangements n
the whole investment process in Vanuatu.

By way of a brief overview, the benefits for Vanuatu and the Acting CEO rto be
derived from this highly targeted training program would include the following key

OuLComes:

1)

i)

Institutional Strengthening and Capacity Building for the VFIB
Secretariat human resources and management in the areas of!

a) Leading edge Investment Promotion skills
b) Marketing plan development

c) Sector targeting

d) Selling & negotiation techniques

An increased understanding of wends in FDI in the new millenium,
thus equipping the Secretariat with knowledge and know-how n
managing the work of the VFIB;

Knowledge, know-how and understanding n using the internet as a
marketing tool, and developing web strategies for promotion of
Vanuatu as an alternative investment location;

Attracting high Quality Investment — Research & Development skills;
and

Learning from IDA Ireland as the world’s most experienced and
successful Industrial Development agency — a major contributor to the
success of the Irish Economy.

e g e
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On this note, I trust that the Office of the Prime Minister will fully support this
initiative in furthering the national vision of encouraging a ‘private sector-led’
economic growth in Vanuaru.

[ am attaching for your good information copy of program flyer for the said maining
program in Dublin, tentative itnerary, and copy of email correspondence from the
program organizers in Ireland.

We look forward to your initial response and possible support in this regard.

I

\ i o WWESTHE,
Yours sincerely QL‘;\‘J}"’:_“‘“Q‘ el
> . T
Roy M IOY = =
Chairman 3 avggTe

]
j :
Vanuyatu Foreign Investment Board

Attachment - Program Flyer ~ Strategic Investment Promotion Program
- [anerary costs

c.c. : Hon. James BULE
Minister for Trade, Tourism & Business Development

. Hon. Barak SOPE MAUTAMATE
Prime Minister, Office of the Prime Minister

. Mr. Howard ARU
Actng CEQ, VFIB






GOVERNMENT OF THE REPUBLIC OF VANUATU
GOUVERNEMENT DE LA REPUBLIQUE DE VANUATU

VANUATU FOREIGN INVESTMENT BOARD

_ i Y _
Private Mail Bag 030 /A( ! g 1 Telephone : (678) 22770
PORT VILA, Vanuatu PPN X Facsimile : (678) 25640

E-mail : cdi@vanuatu.com.vu

FACSIMILE TRANSMISSION

15 June 2000

Mr. Stevan MANDEL
Managing Director UR GENT
Cody-Mondragon Investments Ltd
Haatasiya Street
Telaviv, ISRAEL
[No. of pages incl. this one = 3]

Fax: (972) 3 624 2279

Dear Mr. Mandel,

FUNDING SUPPORT FOR MR. HOWARD ARU
VFIB ACTING CEO TO PARTICIPATE IN
“Strategic Investment Promotion Programme”
Dublin, Ireland: 19 - 30 June 2000

Further to my telephone discussion with you very early (Vanuatu time)
this morning, | am submitting herewith the relevant cost breakdowns we
would like you to assist us with for Mr. Aru to participate in the above
mentioned crucial and specialized training program which is to commence
next Monday, 19" June.

Given our government’'s severe cash position at the moment, we had
sought the program organizers to consider waivering their participation fee
for us. They could not waiver the entire fee, yet kind enough to reduce the
normal fee to £3,000 Sterling Pounds. Accommodation will be paid for by
the organizers. The Vanuatu government will meet the cost of airfares to and
from Dublin, Ireland, including Mr. Aru’s daily subsistence allowances
(totaling around US$ 3,200).

FAX SENT
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We kindly request if vyour company could cover costs of
documentation, study tours, local travel, light refreshments and conference
facilities, totaling to £2,700 Sterling Pounds.

For Ireland immigration formalities, it is imperative that the program
Training Manager, Mrs. Bernadette Carew is informed on how payments will
be made for Mr. Aru.

If the above requested funding (i.e., £2,700) is approved by you, |
would like you to immediately and urgently contact the Training Manager in
Dublin Mrs. Carew and inform her. Her full contact details are as follows:

Mrs. Bernadette Carew

Training Manager

International Development Ireland Ltd
Wilton Park House, Wilton Place
Dublin 2, Ireland

Tel: (353) 1 662 5555

Fax: {(353) 1 662 3133

Our apologies for this rather last minute request, yet inform that Mr.
Aru is due to depart for Ireland this coming Sunday morning, 18" June,

| look forward to your prompt response later today, and thank you for
your kind collaboration in the past.

Roy MJOY .«

s

Chairman
Varuatu Faoreign Investment Board

Attachment - Copy of Fax message from the IDA, Ireland

i
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"CBUFC AEAAn UNITED FIDELITY CORPORATION R
CBUFC (059023 T U
POWER OF ATTORNEY _ | . ﬁ,;h:

KNOW ALL MEN BY THESE PRESENTS: That UNITED
FIDELITY CORPORATION organized and existing under oy
the laws of the Cook Islands and pursuant to Resolutions
passed from time to time adopted by the Board of Dirsctors
of said Company, canstitutes and appoints:

(" PRINCIPAL: NAME, ADDRESS, CTTY, STATE, 217 ™\

Sanford Lee Wolok _ :
Pain'ciaj.fifex Cody Investments Ltd., E.D.C.I. Ltd. and

Lori E. Charlton The Mondragon Co-operative Scciety
4-6 Hataasiya Street : o
Tel-Aviv, Israel : : :

each its true and lawful Attomey-in-Fact to execute, seal and
deliver for and on its behalf as Surety, any and all bonds and \ .

undertakings, contracts of indemnity and other writings /f EFFECTIVE DATE(S) e,
obligatory in nature, which are or may be allowed, required - = —=
or permitied by law, statute, rule, regulation, contract or oth-

T I T ) Ly
bl

erwise, and the execution of such instrumeni(s) in pursuance CONTRACT AMOUNT
FIDELITY CORPORATION, as fully and amply, for all $ 3,000,000.00
intents and purposes, as if the same had been duly executed BOND AMOUNT

and acknowledged by its regularly elected officers at its prin-
cipal office. The obligation of the Corporation shall not
exceed FIVE MILLION ($5,000,000) DOLLARS.

This Pawer of Attorney may be executed, certified and
revoked, pursuant to and by authority of the resolutions and
articles adopted by the Board of Directors of UNITED
FIDELITY CORPORATION.

The President orany Vice President, Executive Vice President, Secretary or Assistant Secretary or Authorized Officer shall have power
and authority: .

\
of these presents, shall be as binding upon the said UNITED - (
4
%

$ 3,000,000.00

(1} To appoint Attorneys-In-Fact, and to authocize them to execute on behalf of the Corporation, and attach the Seal of the
Corporation thereto, on bonds and undertakings, contracts of indemnity and other writings obligatory in nature: and

(2} To remove, at any time, any such Attomeys-In-Fact and revoke the authority given.

Further, this Power of Attorney may be signed and sealed by facsimile pursuant ta resolution of the Board of Directors of said Corporation
of which the following is a true excerpt:

NOW THEREFORE the signatures of officers and the seal of the Corporation may be affixed to any such power of attorney or any
certificate relating thereto by facsimile, and any such Power of Attorney or certificate bearing such facsimile signature or facsimile
seal shall be valid and binding upon the Corperation and any such power so executed and certified by facsimile signatures and facsimile
seal shall be valid and binding upon the Corporation in the future with respect to any bond or undertaking to which it is attached.

N TESTIMONY WHEREQF, UNITED FIDELITY CORPORATION has caused this instrument to be signed and
its corporate seal to be affixed by its Authorized Officer on the date set forth below. ' :

I, the undersigned authorized officer of UNITTED FIDELITY CORPORATION do hereby certify that I have compared the foregoing
copy of the Power of Attorney and affidavit and the copy of the resolutions of said Corparation as set forth in said Power of Attarney,
with the ORIGINALS ON FILE IN THE HOME OFFICE OF SAID CORPORATION, and that the same are correct transcripts thereof,
and of the whole of the said originals, and that the said Power of Attorney has not been revoked and is now in full force and effect.

July 2000 —  AD.

[/

IN TESTIMONY WHEREOF, I have hereunto set my hand this __12Eh of
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FINANCIAL GUARANTEE BOND

Bond No. CBUFC052023 Limit of Liability $3,000,000. USD
KNOW ALL MEN BY THESE PRESENTS:

That, Cody Investments Ltd., E.D.C.I. Ltd. and The Mondragon Co-operative Society Ltd.
as FPrincipal, and United Fidelity Corporation as Surety, are held and firmly bound unto the
Government of the Republic of Vanuatu as Obligee, in the sum of $3,000,000 (three million UsD),
providing the Purchase Option has been activated by the principal and accepted by the Obligee,
we bind ourselves, our heirs, executors, administrators and successors, jointly and severally,
firmly by these presents, subject to the conditions hereafter following in this Financial Guarantee

Bond (“Bond").

WHEREAS, Principal has agreed to an Option to Purchase forty-nine percent (49%) of Alr
Vanuatu from the Obligee and the Obligee has agreed to sell to the Principal the aformentioned
interest in Air Vanuatu pursuant to a Purchase Option Agreement between the Principal and the
Obligee (*Purchase Option") the terms and provisicns of which are incorporated herein by
reference for all purposes; and

WHEREAS, the Principal has offered, and Surety has accepted, certain collateral to secure the
issuance and repayment of this guarantee provided by the Surety, to wit:

(5,000 hectares of land on the Isiand of Espiritu Santo: the optioned 45% of

Air Vanuatu; and the options for the insurance company and national bank)
(the above described collateral is hereafter referred to as the ‘Collateral™); and

WHEREAS, the Principal has requested of the Surety that it obligate itself as Surety with
respect to the Purchase Option and the Surety is willing to so obligate Itself subject to the terms
and conditions hereinafter set forth, the payment of premium, and other consideration and the
pledge to the Surety of the above listed collateral.

NOW THEREFCRE, the condition of this obligaticn is such that if the above-named Principal
shall pay the Obligee in accordance with the terms of the Purchase Option during the effective
date of this Bond, then this obligation shall be null and void. otherwise it shall be irrevocatble
and remain in full force and effect until such payments are made, further subject, however, to the
following provisions, terms and conditions:

¥ Definitions.
(a) ‘Default” shall mean failure by the Principal to (I) make payment when due to the

Obligee on the Purchase Option, and (i) cure such nonpayment on or before the date
which is thirty (30) days after the date upon which such payment was due.

(b) “Limit of Liability" shall mean the amount hereinabove designated as such, which shall
be the Surety's maximum liability under this Bond,

(c) “Loss” as to the Purchase Option shall mean the amount of unpaid principal due on the
Purchase Option, which is in default. Loss shall exclude penaities of any nature and expenses
of collection, and shall be reduced by any payments of principal and/or interest made by or on
behaif of the Principal before payment by the Surety. The aggregate amount of all losses under
this Bond shall not exceed the Limit of Liability.
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2. Surety's Right to Cure Default. Surety shall have the option to cure a default under the
Purchase Option by paying to the Obligee the amount delinquent and due thereunder prior to any acceleration by
Obligee of unpaid principal and/or interest, within ninety (90) days of receipt of Notice of Default hereof. In such

event there shall be no acceleration of the payment terms of the Purchase Oplion including any payments thereafter
due, if such Purchase Option is subject to acceleration by Lhe terms thereof,

3. Assignment. Neither the Purchase Option nor this Bond, nor the Bond's addendums,
schedules ar attachments, shall be assigned, changed, modified or extended without the written
censent of the Surety.

4. Payment of Premium and Cancellation. The premium hereunder shall be payable
upon the execution and delivery of this Bond and shall be nonrefundable. This Bond is null and
void ab Initic in the event of nonpayment of the premium.

8. Notice Upon Default. Upon Default, a written notice thereof shall be given ta the Surety
by the Obligee no later than thirty (30) days after Default unless the Surety agrees in writing
to extend the time for filing of a claim with respect to such Default. Notice of Default shall
include a signed affidavit stating the date payment was due, that the Principle is in Default,
the amount then due, the amount representing interest accruing each day, the rate at which
such interest is computed, and that such amount has not been received by the Obligee. All
notices, application, demands and requests provided fer in this Bond shall be in writing and
addressed to:

The Surety at: - 4861 N. Dixie Hwy ., Suite 205
Qakland Park, FL 33334

The Principal at: 4-8 Hataasiya Street
Tel Aviv, Israel

The Obligee at: The Govermment of The Republic of Vanuatu

6. Servicing. The Obligee shall exercise ncrmal prudent business practices in effecting
collection of the Purchase Option. Surety's obligations hereunder shall be released,
excnerated and otherwise rendered void upon the discovery of fraud or misrepresentaticn
on the part of the Obligee in the negotiation and/or consummation of the Purchase Option
and/or documents which constitute any part of the Purchase Option between Obligee and
Principal or upon the failure of Principal to properly perfect its security interest in the
Collateral and to maintain the continuing validity of its security interest in the Collateral and
to properly and promptly perfect the pledge cof the Callateral to the Surety.

gk Subrogation.  Upen and to the extent the Surety has made payment of loss under this
Bond, the Surety shall be subrogated to all of the Cbligee’s rights against the Principal and
Collateral and any cther person or organization liable to CObligee under the terms of the
defaulted Purchase Option. The Obligee and/or shall execute and deliver at the request of
the Surety all instruments and papers and do whatever else is necessary to transfer, assign
and secure such rights. The Obligee and/or Principal shall do nothing to prejudice such
rights, The execution by the Obligee and/or Principal of a release, satisfaction or waiver of
the right to collect the unpaid balance of the Purchase Option or a release of any of the
Callateral shall equally release the Surety from any further obligation under this Bond.

8. Proof and Payment of Loss. Notice of default shall constitute proof of loss hereunder,
The surety shall pay Loss hereunder no later than ninety (90) days after the giving of notice
of Default in accardance with Section 5. Loss shall be paid at the address of the Obligee set

Sy \ ‘i\j:
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forth in Section 5. The Obligee shall, upon and to the extent of payment of Loss by the
Surety, execute all documents required to assign the Purchase Option and the Caollateral to
the Surety. In the event Surety, at any time, makes a payment of Loss hereunder which
pays the delinquent amount of the Purchase Option the Collateral shall be assigned and
transferred to Surety at the time of payment of said delinquent amount.

9. Action Against Surety. Mo action anising out of this Bond may be brought against the
Surety unless such action is commenced within one hundred and twenty (120) days following
the date of Natice of Default. If the forging limitation is sharter than that permitted to be fixed by
agreement under any statue controlling the construction of this Bond, the shortest permissible
statutory limitation of time shall be deemed provided herein and shall supersede the time
limitation hereinstated.

10. Access to Records. The Surety may at any reasonable time examine or copy any

of the Principal and/or Obligee’s books, reccrds, accounts, documentation, collateral ar other
information in the possession or control of the Principal and/or Obligee relating to or connected
with the subject of this Bond.

11. Representations and Understandings.

It is understood by all of the parties hereto that (I) in the event of fraud in the Inducement herecf
ar fraud occurring after the issuance theraof then this Bond shall be null and void ab Initioc and
without further effect; and that (1) this Bond is issued in reliance upon representations that the
collateral securing this Bond is and shall remain, during the liability period of this Bond, of a
size, quality and nature to support the principal amount of the Purchase Option and accrued
interest, if any. -

12. Choice of Law. The construction. validity and performance of this Bond shall
be govemed by the laws of the United States, and the applicable State |aws of Michigan.

13. Other Insurance. Any obiigation of Surety hereunder shail be excess over any other
valid bond, insurance or other indemnity covering loss hereunder

14, Effective Date of Band. This Bond is effective July 12, 2000 and will expire on July 12,
2002,

SIGNED, SEALED and DATED this day of 20
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United Fideli Ey Corporatian

Surety
By: Qi&f ;,{j’/ /fé

Patricia J. AZ

Fgbpp400 .
Title: Attomey-in-Fact for United Fidelity Corparation
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CONFIDENTIAL

VANUATU FOREIGN INVESTMENT BOARD PROJECT PAPER

Date : 26" July 2000

File - VFIB/201/1/ 100

Subject + MONDRAGON COOPERATIVE CORPORATICON LIMITED
Location Big Bay, Santo

Date of Incorporation Not yeat

1.0 Background (or you can replace this with “Nature of Project”)

Development of a Free Trade Zone in the area designed for, by the Government of
Vanuatu.

2.0 Company Directars (Na Shareholding)

Name Nationality Residence Position

Mondragon Co- Israelites Israel N/a
operative corporation

limited

3.0 Assistance Sought
The company is seeking the fallowing:
(i Approval of the project

{ii) Residence permits far 2
(iii) Work permit for 2
fiv) Businaess licensa

4.0 Employment
10 locals and 1 foreigner in management position in the first year. This figure will
increase to 30 and 80 in the second and third year respectively.

5.0 Investment
Local Oversea Total Qutlay (VT)
Purchases(VT) Purchase (VT)
Lend/Building 650,000,000 |
Plant & Equipment 130,000,000 260,000,000
Engineering/Installation 130,000,000 130,000,000 -
Vehicles & furniture 26,000,000 39,000,000
Other {Research) 260,000,000
Working Capital 130,000,000 130,000,000 |
Taotal 1,326,000,000 539,000,000 1,865,000,000

6.0

7.0

8.0

Provide information on the social and environmental impact of the proposed

investment. Nil

Background information (specify previous business involvement of

Proponents|

Detailed proposal attached for future references.

Analysis (based an criteria):

Wapn e o =




['No Approval Criteria Analysis / Comments | Score Stan- |
I_ | dard
1 Generate increased Yes 5 | 5 |
L | export
[ 2 | Job creation for 10 locals and 1 foreigner. Will increase to 80 in 3 5
| locals the third year
' 3 | Total investment VT1,865,000,000 | 5 5
4 | Value Addition High |3 | 3 |
5 | Training Plan On the job and special training 2 | 73 :‘
6 Local JV partner N/A L= ] 2
‘ 7 Relevant Sector Not at this stage. MOU has already been signed | | 2 |
: | head comments | | |
| 8 " Policies & priorities | Supported | 1 ' 1 |
| of Gavt. | ,
9 Project viability Loaks viable | 1 ! 1]
10 | Total wage payment | Included in the operating budget of about | 1 | 1 ‘
US$140,000 |
| 11 Credit checks Not yet. Only incorporated at FSC | i | 1 i
12 | Not Not reserved BERR
! Reserved/Pronibited ‘ | | |
investment

Total Score I

8.0 Justification

B.1 This organization intends to provide multiple projects for the country. Most of

'ts services will be developed |ater but for establishment
begin with the development of infrastructure.,

8.2 Project has passed the Board’s Criteria.

9.0 Recommendation

purposes, they will

9.1 The Secretariat recommends that Board should grant an approval to the business

license requested.
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GQOVERNMENT OF THE REPUBLIC OF VANUATU
GOUVERNEMENT DE LA REPUBLIQUE DE VANUATU

VANUATU FOREIGN INVESTME-NT BOARD

Private Mail 3ag 03C Telaohone * (5 -

, slaphone © (578) 2277C

PORT VILA, Vanuatu Facsimile - (678) 25640
28 July 2000

Our ref: VFIB/201/2/198/00

Mr. Stefan Mandel
Managing Director

Cody Investments Ltd

4 Hata'asya St.

Tel Aviv, 67138 ISRAEL

Cear Mr. Mandel,

MONDRAGON COOPERATIVE CORPORATION LIMITED

The Vanuatu Foreign Investment Board (VFIB) on Thursday 277
July 2000 considerad and deliberated on your company and group's
project proposal to develop a Free Trade Zone (FTZ) in the designated
area of Big Bay, Espiritu Santo Island. In addition to the FTZ, your group
also proposes to invest in a multiple array of other secters including
agriculture, aquaculture, fisheries, finance, forestry, real estate, tourism,
export and marketing of local products, and other services at Big Bay.

In view of the substantial investments proposed, the asscciated
potential social and economic benefits to the country, including the firm
commitment that the government has already made in establishing an
MOU with your organization, | am pleased to inform you on behalf of the
\Vanuatu Government that the VFIB has in principal approved your FTZ
and other economic sector proiects proposal.

The above approval is subject to the following understancing and
cenditicns:

(i) commencement of infrastructural developments in the
approved land area at Big Bay, Santo;

(ii) you are required to acquire all necessary relevant Residency
and Work permits from the appropriate authorities for any
foreigner engaged in the initial development of the FTZ;

(i)  within a pericd of 12 months from the date of approval you
must submit fo the VFIB a progress report and evidence that
your company is engaged in the implementation of the






(iv)

{v) ]
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project, in order far the Board 1o censider renewal of the
above appraval;

an approval certificate will be issued for each individual
project in the sectors named above upon the VFIB's receipt
and assessment of appropriate full project proposals from
relevant investars in your group;

approvals and further assistance will automatically be
withdrawn if any of the above conditions are viclated.

Per Vanuatu laws, it is a requirement that any company wishing to
engage in business activities in the country must register with the
Vanuatu Registrar of Companies (ROC) prior to carrying on business in the

country. We

advice that you or your local agent(s) must apply to the ROC

for that matter.

We trust that the Mondragon Cooperative Cerporation Limited will
advance and generate mutual benefits both for your group and the

government

and people of Vanuatu as a whole in the foreseeable future,

and wish you much success in your endeavours to investing in Vanuatu!

c.C. : Hon.
Han.
Haon.
Han.
Hon.

Hon
Mr.

Thank you.

Yours Sincersly,
VANUATU FOREIGN INVESTMENT BOARD

Howard Aru
Acting Chief Executive

Barak, T Scpe Maautamate, Prime Minister

James Bule, Minister for Trade & Business Development

Serge R Vohor, Minister for Foreign Affairs

Makin Y Stavens, Minister fer Finance & Economic Management
Stanley Reginald, Minister for Infrastructure

. Maxim Carlot Korman, Minister for Lands

Dudley Aru, Commissioner, Registrar of Companies, VFSC

All VFIB Board Members
Secretary General, Sanma Province, Luganville, Sante

sy g———
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Barristers & Solicifors roTVA
Juiinp Marc Aln LL_R Notry Public i
L{ cne:
Faceimbe  (578) 28548
'serving bumankied with digaity’ E-mail; almizw@ vanuatu.com,vy
g™ August 2000
Mr. Howard Aru
Acting CEO
Vanuatu Foreign Investment Board
Private Mail Bag 030 CﬂNFmENn AI_
PORT VILA
Fax : 25640
Dear Mr. Aru
e (R
ST MAND

p—

We refer 10 your tele-discussions with the writer of this afternoon concerning the
possibility of the above named person taking legal action against the local paper. the
Trading Post, for libel.

We advise that for a libel action to be sustained, Mr. Mandel must show that what was
published in the Trading Post over the weekend was false and defaratory.

[t seems to us that the information that was published in the Post over the weekend was
attributed to an Israeli paper. It would appear that what the Post did was to report the
information that was published.

IF this were the case, then, we suggest that it would be better for Mr, Mande! to take
action against the Isracli paper first. The result of such action in Israel may have the
desired impact in Vanuatu,

Altenatively, we suggest that Mr. Mande] should try and rebut the information published
in the Trading Post by clearing to the Vanuatu public his side of the story with back up
information from law enforcement authorities, professional entitics and maybe
government agencies (n the country of hus ctizenship and in those countries where he
nermaily resides in.
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May we suggest that one way of answening Mr. Mande!l’s critics is to let hus action to do
the talking. You know the saying ** action speaks louder than words™.

We hope that the above information is of some value to you and Mr. Mickey.

Yours sincerely

Rz
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M. Stevaff MANDEE & D M Y SR i
Managing Director /i)f’“ Jired hqf’
Codv/Mendragon [nvestments Limited i P
4-5 Harassiya Street — ol

Tel Aviv 67138

Tel Avi '_ 1~ M ‘\42“’) 200
I; W APPENDI'X m 7 & ,fT-".'l"'
Fax: 972- 3-624-2279 o™ August, 2000

Dear Stevan,

to
1 thought I should write to you to firstly thank you and your team for finally making it to
Vanuatu and secondly to convey to you our deepest gratitude and appreciation for the
way we have been abled to begin the entire process of the initial preliminarv meetings
and discussions with our Authorities here in Vanuatu despite what the Trading Post
Newspaper in collaboration with the Israeli Newspaper has to say about the propesed
project here in the Republic of Vanuatu.

I hope you have aiready receive the facsimile wransmission I did sent yesterday artaching
a self explanatory note from one of our very successtul young lawyers Mr. Julian ALA
outlining what he views are the principal steps and stages we should consider prior ‘o
embarking on a full fledge law suit against the damn Newspaper.

No matter what happens or is said, I am a believer and an advocate in the Mondragon
concept and [ can say with some degree of confidence thar given suificient timing and as
long as the Government of Vanuatu maintains it’s commitment and support on the
proposed Cody/Mondgarcn I[nvestment projects, we will prove this guys wrong and
everybody will eventually benetit from these substantial undertakings.

[ think generally in Vanuatu likewise in any other parts of the world, peopie have the
right to their own judgement and perception in whatever they may think in terms of a
project of the magnirude that is being proposed by the Group and therefore it is only
natural for the Press to pcriray what it views is the background of the Mondragon Group.

{ have heard through the grapevine that the State Law Office has also besn cautioning my
staff to remain cautious of the proposed deal as they may have done some thorough credit
checks with the subsidiaries and corresponding agencies in London and America and are
questioning the credibility of the Mondragon Group and the characters behind the project.
In the event that some of these materiais or documents is available, I will no doubt have
them sent to you immediately for vour own verification and judgement.
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In Vanuatu, we believe in transparency and therefore if what the press is portraying
represents transparency, then I think there should be no big deal in the entire
underzakings as such.

! have corsulted with the Hon. Foreign Minister the proposed delegation that will visit
Tel Aviv as per vour invitation this morning, unfortunately he was caught ail morning
with the Pnme Minister on some policy matters and thus I could not reach him in time.

He has whilst typing this note left Vanuatu to go to Samoa to attend to an urgent South
Pacific Forsign Affairs Ministers Meeting to consider certain measures in assisting the
Narions of ¥iji and Sclomon Isiands to try and reach some peace and begin reconstruction
cack to full democracy. He has however left a message on my desk that as soon as he
arrives back in Port Vila on Sunday, 13" August, 2000, he will then provide me the final
list of the proposed delegation to visit Israel with the confirmation whether the Prime
Minister Barak Tame SOPE himself is also coming. I will just have to wait to obrain
confirmaticn and will keep you posted on pregress,

Otherwise, there is a lot of interests emanating from Emil MAEL’s recent visit 0 Big
Bay just last weekend as per his discussions and meeting with the chiefs.
[ have requested him to sent you a copy of his mission report as soon as it is completed.

I will be in the Office for the rest of this month and should there be anything vou may

require my assistance, Please do nor hesitate to call or contact me

Thank you once again for all the assistance and support you gave us whilst in Port Vila
and looking forward to cur next reunion perhaps this time in [srael.

Director of Trade, Industry and [nvestment
Chairman- Vanuaru Foreign Investment Board.
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August 10", 2000

Hon, Barak T. SOPE MAAUTAMATE
Prime Mimster

Olfee of the Pame Mimster
Government of the Republic of Vanuatu
Private Mail Bug 053, PORT VILA
REPURLIC OF VANUATU

Your Excellency,

Muy I take this opportanity, on dehalf of my colleagues and mysell, 10 convey vur
utmoest gratitude and simcere appreciation for he warm rez gption Your Excclicncy and
Your Excellency's ministers huve alforded us, during our visit to your enchanting
country. | would aiso lke to use this opportunity o heisedly conaraualiaie Your
Excellency on Vanuau's 20" Anniversary Celebrations and wish wou and the
Republic many yveurs of peuce und prosperity.

I an endeuvour 1o give concrete expresston to some of the issues rutsed m light of the
eontroverstal pubbeity in the Vunuatu press, 1 have {launted common proweol, by
delaying this ietter, for wmch I uppeal to Your Excellency's clemency, 1n order to
cxtend the scope of this letter to incorporale nformution aboul the uctions taken m
regurd o that pubdlicily. As such, 1L may be of intersst to Your Excellency thut
vesterday, 13" August 2000, the Mondragon Co-operative Socicly Lid, lodged
eriminal charges against the Isvacli newspaper, Yedior Acharonor, #1s owners, editor
and two reporters (file No. 14172000), Libel charges are also duc to be lodged on
September 1% 2000 agamnst the same newspaper and agunst the Trading Pesi.

While i1 is unfortunate that such wrresponsible und uncthical aricles find thawr way m
print (the Trading Pest wrote ot [ast threg mitles ubouwt the “Tsracli mvestors™
withoul ance contacling tham/us for any cameaent), o i3 o B1bute to 1he demoeraiic
the Press is hald in the

syatem in Vunualu and o the high regard in which Preadom of
Republie. that such articles can be nublished without hincrance,

Ta sum up she Impréssions of our deleputicn 1© Voanuate, may say Your xegllency,
thet we feht the discussions ware conducted i3 4o aunosphere of Gmoest and mutunl
untderstanding and reflected the desire ol 4l pariies w advance the development of the
prajeets discussed, in Vanuate, We are confident that both sides will conuinte 1o
display the will und alniny © mantein the momenum necassary o bring about the
malerialization of these projects, which, undoubledly wiil have a pesiive 1mpuet on
the level of employment and goenerul development of the Big Bay and Mautantas areas
and thear respective popuaiations, oy well ax on Vanua as » whole,
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Lmast mention. Your Execllency, that Tsrael, o courtry with an aren slightly larger
Ran Vanuutu's (22,000 Sq. Kmi, which is lacking water and nutural resources and
wis virtually o desert umil 30 years ago, is now the #] agricultural poweshause in fhe
warld, it 15 among the three most promunent hi-teen envirorments in the world and is
one of the most sought afler veriure cupial destinations, with avar $190 willios iy

myvasimaeants,

Against this buckground. the degree of commitment the Mondrager Group is willing
and capable o undzrtake 1 order to bring about the suecessiul compiauon of this
excitng project, is supporred by a very diverse group of talenied and highly motvited
mndividuals from all wround the world, who have railicd around @ new sconomic
philosophy which lays the foundation for what may become 1he most importurt
deveiepmeni project m the South Pacilic and will bring socio-cconomic harmony o
the mutval benetit of 1ts members and the people o Vanuatu,

May T conclude. Your Excellency. by conveying my gratitude for hrowdeasting vour

address to the Mondragon membershin, who were sinceraly touched and whose heerts
you have conguered.

With deep consideration,

Yours sincerely,

Stetun Mandel
Mamaging Director
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Mr Julian Alu Fag

P.O. Box 8§27

Sune ¥, Pacine Busiess Centrs
Rue Languadee,

PORT VILA,

VANDATL

Drear M Al

May I sav, M. Aua, that while MY SeVeral allemprs 1o cuntact you by phoac wors
crownud with falure, i was YOUT 1020 "serving hamakind vwith digniy " ruther than
the tuct that you came highly recommended. tha caused me fo nsis: Pe erhups if you
have u chance o huve a-alimpse at the Muondragen Mission Statzmen:. vou might
wientzly the potential synerpy,

In thanking you vary "11‘J|r for the sound and coneise advise you imparted, T shall
refer o your leuer duted 8" AL tgust 2000, addressed w Mr. Lowad Aru. a copy uf
which the later was kind enough 1o forward to me. Coine: do entally, those were my
intentions waich I thought of cunvassing with you on the phone.

Yesterday, 15" ueust 2000, The Mondragon Co-operative Socien Lid fodged
crimmnil Charnes aguingt the Issael: DC\".‘..I:-;LPE" Yediot Achuronot, tis owners, editor
ind two rennrers ifile No. 141/2000). T.ibel ehsr: Zes Wil wiso be lodged on Seplember
l" 2000 Whe Urs is conslsten: with YOUr purag: aph 4, may | tace the libesty of
saving that, v velanon w YOMP hlagry rh. Sclwould like t¢ make o mmor adjustment:
thev should net he mun.d.h exelusive. Timend te do hoth. Mos: rmpariantdy, T also
muend twosuz the Teading Post and s pusiisher
And now k2 364000 guestion, would VoL consteor underiaking wouel forus?

Nt v :—

Loan only muke twe promises; 1t will be un interesiine case and vou wili get paud.

Fshould wlso add Shat there have been appron. 4,500 asticies writter shoul e oves “ihe

2ast 13 yeurs, all over the world 71 have developed the mathematical theory of
:ur-lnru'urm c"ﬂumwn:an and wm indeod the enly person in the werld 1o have wan
the I pryzcan loveres 14 times - thi much is 16 from whut he sad) ; andd therefore.
Mark Medl-Tenes 15 just 2 mere punile, Bur Hixe any pipile, it erther needs 1w ha

trealed oF squreaed {excuse the companson),

8x! 03-624227% :go7B Tel: D3-8242433 ;70 4-6 Hataasiya S, Tei-Aviv 37 38 2SN 4.8 Anwuns oo
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Fsnall relram from Bermba ding veu with oo mush mualariad

al L stage, until T g2t an
OK from vou together witk YOUr erms of

engagement,

ooz torwird to working with you.

: ; J ;
Singerely, raN i \
X\'\" \‘.\ \‘1-F

Stetan Mundel -5‘
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August 16", 2000

Hon. Barak T. SOPE MAAUTAMATE
Prime Minister

Office of the Prime Minister
Oovernment of the Republic of Vamutu
Private Mail Bag (053, PORT VILA
REPUBLIC OF VANUATU

Your Excellency,

Muay 1 take this opportunity, on behall of my colleagues and myself, 1o convev our
utmost gratitude und sincere uppreciation for the warm receplion Your Exccllency and
Your Bxcellency’s ministers have afforded us, during our visit o your enchanbng
country. | would also like to use this opportumity w0 helstedly congratulale Your
Cxeellency on Vanuatu's 20™ Anmniversary Celebrations and wish you and the
Republic muny yeurs of peace and prosperity.

In an endeavour o give concrete expression o some of the issues sused n light of the
controversial publicity in the Vanuaiu press, 1 have fMlaunted common protocol, by
delaying this letter, lor which | uppenl to Your Excellency’s clemency, in order to
extend the scope of this letter to incorporate information aboul the actions 1aken i
regard 10 that publicity. As such. it may be of interest 10 Your Excellency that
yesterday, 15" August 2000, the Mondragon Co-operalive Sociely Lid. lodged
crimingl charges againsl the lsraeli newspuper, Yediol Acharonat, its owners, edilor
and twa reporters (file No. 141/2000). Libet charges are also due (o be lodged on
Scptember 1% 2000 apainst the same newspaper and against the Trading Post,

While it is unfertunate that such :rresponsible and uncthicul articles find their way in
print (the Trading Post wrete at least three articles about the “Israeli investors”
witheut once contacting them/us for any comment), it is a tribute 1o the Democratic
system m Yanuatu and to the high regard in which Freedom of the Press is held in the
Republic, that such articles ean be published without hindrance.

To sum up the impressions of our delegation ‘o Vanunw, may 1 say, Your Excellency,
that we felt the discussions were conducted in an atmosphere of utmost and mutual
understanding and reflected the desire of all parties to advance the development of the
projects discussed. in Vanuatu. We are conflident Ut both sides will continue 1o
display the will and abslity to muaintain the momentum necessury to bring about [he
materialization of these projects, which, undoubtedly will have a positive impact on
the level of employment und general developuwent of the Big Bay and Malantas arcas
and their respeclive populations, as well as on Vanualu us u whole.

Tel: 972-3-624-2433 » Fax: 972-3-624-2279 = 4-6 Hataasiya St., Tel-Aviv, 67138 |SRAEL
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I must mention, Your Bxccllency, that Isracl, a country with an area shightly larger
than Vanuatu’s (22,000 Sq. Km), which is Tacking water and natural resources and
wis virtually a desert until 30 yenrs ago, is now the #1 agricoltizal powerhouse in e
world, 10 s emong the thiree most prominent hi-tech environients in the world and is
one of the most sought afler venture copital destinations, with over $100 billion n
investnents,

Against this buckground. the degree of commitment the Mondrapon Group is willing
and capable 1o undetake in order to bring about the successtul completion of this
exciting project, is supporied by a very diverse group of talented wnd highly motivated
individuals from all arounl the warld, who have rullied around 8 rew economic
philosophy which lays the foundation for what may become the most importan
development project 1 the South Pacific und will bring socio-economic harmoeny (o
the mutual benefit of its members and the people of Vanuatu,

Muay 1 conclude, Your Excellency, by conveying my gratitude for broadeusting your
address 10 the Mondragon membership, who were sincerely touched and whose hearts
you have conquered.

Wilh deep « !TlHidB!'ali:}ﬂ

Yours sincerely,
/ P

Stefun Mange
Munuging Director

ce; Hon, Jumes BULE
Depuly Prime Minister &
Minister of Trmile

Hon. Serpe Vohor RIALUT
Foreign Minisler

Mr. Hamlison BULU
Attomey Generu.

Mr, Dudley ARL
Cominissioner - Vanuoly
Financial Services Commission

Mr. Juliun ALA
Allorney

1]
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InTERNAL OFFice Memo

[VFIB Secratariar usa anly)

18 August 20C0
Ta - Chairman VFIB

From : Acting Ce0

Copy : All Senior Staff - VFIB mnm

Proposed MISSION TO ISRAEL

While planning may be underway already for this mission, | wish to raise a
few points for your censideration. On the outset, may | admit that | have taken
some risks before, but hesitate to for this particular missicn.

To begin with, the State Law office has verbally cautioned not to issue
approval certificats for the Mendragon project (they intend to discuss this with us; |
am geing to include it in the agenda for VVFIB's next board meeting). Secondly,
when Mr. Julian Ala was approached. last week to 'defend’ Mr. Mandel and his
company, his legal opinion (as expressed to us in writing) was for Mr. Mandel to
show legal evidence first, of having successfully sued the Israeli newspacer with
possible relevant legal evidences frcm appropriate Israeli courts. As far as the VFIB
Secretariat is concerned, we have not as yet received any such legal documents,
other than media quaotation such as one being attached for your perusal,

Under the CRP, we are expected to deal transparently and be accountable
for decisions we make. Maybe | am a bit pessimistic and cynical here. But | believe
it's on valid grounds. Thus, in all henesty, with matters still hanging in the air the
way things are at the moment and for the foreseeable near future, where legal
opinions from local professional lawyers like Mr. Ala are still not favourable, |
suggest that the mission be postponed until these issues are clearad. | feel it s my
duty, as CEQ (Acting] of the Board to advice the Chairman on this mattar,

Should the September mission to Israel go ahead in any case, then may |
convey my apolegy in advance that | will not be atle to part-take in it, untl such
time that this and rslated issues are satisfacterily, legally cleared with authentic
svidence provided of such clearance tc the VFIB Secretariat.

| trust that you will accept this bit of advice and proposal, and thank ycu for
your understanding anc usual cooperation.

Howard Aru
Acting Chief Executive

Attachment — newspaper clipping

M 7
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he ' Israell journalist
Mady Kreitman wio
broke the siory on the
‘eli investors in Vanuatu.
ondragon accusing them of
nning a pyramid scheme
olving life insurance has
R ised Trading Post that the
B (ement put out by Leon Kad
B Big Bay was torally untrue.

§ Trading Post contacted the
B cii newspaper and advised
am that Kati had stated that
B dragon had already taken
o eli media to court and had
on a settlement of 525
®hillion. Kreitman advised,
nobody 100K us 1 court. They
—~fhdeed threatened, Sut
cBoviously
in order [0 show their
‘Bnembers that they are not
lent, We are not worried at

' eon Kati's statement

As to Kari's statement that
they had lost the case and haa
w0 pay 525 million he laughed
and advised ~nothing has even
gone 10 court and if it did we
would win”

The lsraeli media also
confirmed that the Vanuatu
government had threatened to
sue them, “Even the PM
threatened [0 sue us In “the
[nternational  courts’. but
obviously — when Mandel
composed the leter for him he
didn't understand that a state
can’t sue a Newspaper in "an
International court”. Obviously
the forthcoming Visit of Prime
Minister Sope and Serge Voher
will be paid by Mendragon.
which is a private business. and
that is a scandal for itself.
Imagine Tony Blair visiting
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-
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total rubbish’ says media

srael on the expens® of
Mondragon.”

The main Hebrew languag®
evening newspaper in o
country “edioth Ahrenat 35
well as this newspaper stand BY
their stories. Sope and ‘oner
are likely to get 3 stiff
receprion from lsracii. meaia
when they visit the counuy
next montn. They will =e asked
to explain how a government
can condone Mondragon
selling parcels of land in
\/anuatu when they have been
given no land titles and suppart
“he lsraeli company making
false statements © seil
products in. Tsrael based on 3
Memorandum of Agreement

The government af Vanuat
have vet to issue 3 formal
statement following e front

. page story on Trading Post. -
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We thank yﬁrfor your fax 15% August and also for sending a copy of your letter of 18%
August 2000 to the Hon. Prime Minister of Vanuaitu, to our firm.

Further to our letter of 8 August 2000 to Mr. Howard Aru and which copy had been sent
to you, we suggest that any action taken in Vanuatu against the Trading Post Newspaper
and its cditor cannot be sustained unless the action taken against the Iscacli paper is
determined by a Court of law 1n [srael,

Regarding the question as to whether or not our firm would be preparcd to consider
acting for you, we regret 10 advise that as our firm is acting for the Editor of the Post, Mr.
Len Garae, 1n anothier matter, we are obliged to decline to act for you in your proposed
action.

There are other Ni-Vanuatu lawyers in private practisc that you may wish to approach.

We provide below a list of some of them
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1. Jack [. Kilu & Associates - PO Box 118, Port Vila, Vanuatu

( Fax:24114)
2 Stlas Charles Hakwa & Associates - PO Box 954, Port Vila, Vanuatu
( Fax - 25393 )
3 Bill Bani Tamata & Associates - PO Box 291, Luganlle, Santc
Vanuatu
( Fax : 36220)

cc:  Mr. Howard Aru { Fax : 25640 )
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GOVERNMENT OF THE REPUBLIC OF VANUATU
GOUVERNEMENT DE LA REPUBLIQUE DE VANUATUY

VANUATU FOREIGN INVESTMENT BOARD

Private Mail Bag 030 . Telephuqﬂ - 678) 2277¢C
PORT VILA, Vanuatu GmHDElqmt Facsimile : (678) 2564C

E-mail : cdi@vanuatu.com.v.

FACSIMILE TRANSMISSION

Date: 30 August 2000 To Fax No: 25473
To: Mr. Rowan Downing, Technical Adviser, State Law Office, Port Vila
c.C. Mr. Ham Bulu, Attorney General, State Law Office
Mr. Jean Sese, Director General, Office of the Prime Minister
From: Howard Aru, Acting CEO
C.C. Mr. Roy M Joy, Chairman, VFIB —
URGENT
Subj: ISRAELI MONDRAGON PROJECT IN VANUATU
Dear Sir,

As you may be awars. the above-named project has been the subject of recent
criticisms by the media, while the VFIB has provided an ‘in principal’ approval for the
Free Trade Zone (FTZ) concept propesed by the company under the leadership of Mr.
Stefan Mancel.

From discussions with the State Law Office last week, various other related issues
were raised up, and in addition, the Honourable Prime Minister has also been quoted
on radio Vanuatu this week as questioning the Mondragon group to clarify their status
vis-a-vis criticisms raised locally and abroad. To date, the VFIB still has riot received
any positive, legal advice from Vanuatu or from Israel per se in favour of or against the
company, and has become a cause for major concarn.

We have placed this matter on the agenda of the Board's meeting scheduled for this
Friday, 1% September 2000 to hear what the State Law Office has to say on the
matter., and possibly to further consider ralevant issues. We thersfore wish to invite
you and the Attorney General (if he is available during that time) to attend the Board
meeting at 9:15 a.m. to discuss the issue,
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In addition, we would also like to request that the State Law Office provides its legal
opinion on the matter (before, or after the VEIB Board meeting - whichever way Is
apprepriate and convenient) and other relavant substantiating documents to the
Board accerdingly.

Can you please confirm to us either by phone, fax cr email on your and the AG's
availability to discuss this rather '‘mportant and crucial matter the latest oy tomorrow
afternocn, 31% August 2000.

Thank you in advance for your concerns, cooperation and assistance.

Yours sincerely

N

Howard Aru
Acting CEO
Vanuatu Foreign Investment Board
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GOVERNMENT OF THE REPUBLIC OF VANUATU
GOUVERNEMENT DE LA REPUBLIQUE DE VANUATU

VANUATU FOREIGN INVESTMENT BOARD

. , Telephone : (6/78) 2277
Private Mail Bag 030 R e

E-mail : cdi@vanuatu.com.v

'FACSIMILE TRANSMISSION

Date: 7 September 2000 To Fax No: 25473
16! - Mr. Rowan Downing, Technical Adviser, State Law Office. Port Vila

c.c. Mr. Ham Bulu, Attorney General, State Law Office

From: Howard Aru, Acting CEO con HDE!THA]_
Subj: B ISRAELI MONDRAGON PROJECT IN VANUATU

Dear Mr. Downing,

This is to convey to you on behalf of the Board our heartfelt appreciation and gratitude
for your presentation and frank advice to the VFIB Board meeting of Friday 1%
September 2000 on the above matter. We particularly acknowledge your strong advice
tc treat the project/investor with “extreme caution”, and similarly for your offer, on
behalf of the State Law Office (SL0), to assist the VFIB in carrying out due diligence
checks on appropriate investors proposing to do business in Vanuatu.

n the meantime, we wish to urgently request if you could submit to us in writing the
SLO's opinions and advice, with any relevant documentation for our records, in view of
the position of extreme caution placed against the Mondragon [srael company/project
proposal in Vanuatu.

We thank you and look forward to your prompt respense in due course.

Yours sincerely

i A
{
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Howard Aru i B F sl
Acting Chief Executive . C\ / 0% f U
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Second Floor, Aaffea House, Kumul Highway
PO Box No.782, PORT VILA, VANUATU, SOUTH WEST PACIFIC

Telephone : (678) 22067, 23573. Fax : (678) 23710 . v
P> N

E-mail: geoffgee @vanuatu.com.vu

Our Ref: 2097/JCM/ka
21 September 2000

The Ombudsman
PMB 081
PORT VILA
BY HAND
Attention:  Hannington Alatoa

Dear Hannington
RE: MONDRAGON

The Trading Post this week has advised the world at large you are investigaling the above
company.

I am writing to advise I act for Mondragon and Stefan Mandel and we are currently completing
Writ proceedings against Trading Post asserting defamation in respect to previous articles.

My client is in the process of providing me with documents to prove the wrongfulness of the T.P.
assertions.

T am instructed to cooperate with you in any possible way and in particular assist with any such
inquiry.

Could you please advise: -

a) whether such inquiry is in fact taking place;
b) whether I can have an appointment to discuss the allegations; and
c) in what fashion I can assist and what documents I can provide to put this matter to bed

ence and for all.

PARTNERS
GEOFFREY ROBERT GEE LLB.(Auckiand) NOTARY PUBLIC - JOHN CALDWELL MALCOLM LLB. (Auckland) NOTARY PUBLIC
ASSOCIATE
ALATOI ISHMAEL KALSAKAU B. A. (Victoria) LLB. (Waikato)
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The Ombudsman
Page 2
21 September 2000

The unfortunate reality is the negative nature of the allegations is putting to risk a serious
investor in Vanuatu.

Please advise.

Yours faithfully
GEOFFREY GEE & PARTNERS

2097LT2

-L"’h
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ATU LAND IISE PFLANNING QFFICE
wnning for sustalnable development

REPUBLIC OF VANUATU |
DEPARUMENT OF LANDS |
PORT VILA

MINISTRY OF NATURAL RESOURCES MINES GEOLOGY AND RURAL WA TER SUPPLY
"} Bas 578, Parct Vila
Phanet 270402 Fax: 277158

FROM: PRINCIPAL LANDS OFFICER
PLANNING AND ENFORCEMENT

LAND USE PLANNING SECTION

PO BOX 576 |

DEPARTMENT OF LANDS,

MINISTRY OF LANDS AND NATURAL RESCURCES
PORT VILA

REFPUBLIC OF VANUATLU

TO:  STEFAN MANDEL
MANAGING DIRECTOR |
MONDRAGON i
4 ~ 6 HATASSIYA ST |
TEL AtV
ISRAEL

DEAR MANDEL

RE: PROPOSAL FOR FREE TRADE ECONOMIC ZONE

We supply your company heréwith the land use maps of the island of Sdanto
following a request from the Chairman of the Vanuatu Foreign Investment
Beard, My Roy Miki joy.

The information on the maps are the latest and further details can ve
supplied upon reguest from yourself regarding any specifics as pertaining to
the company's wish,

The maps as you can see with the legemds are seif explanatory.

Should you have any further queries, questions or need further clarifications
on the maps or on any analysis yau may require of us then do not hesitate to
contact us through My Roy Miki joy.

i do hope these maps will provide some useful information to your company.

Regards

AT T wp T T
.1("'?,\ \ SN S
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GOVERNMENT OF THE REPUBLIC OF VANUATU
GOUVERNEMENT DE LA REPUBLIQUE DE VANUATU

VANUATU FOREIGN INVESTMENT BOARD e
Pt oy 030 CONFIDENTIAL et N

3 October 2000
Our ref: VFIB/16/283/ha/00

Mr, Alfred B Maho .
Director of Leadership Code

Office of the Ombudsman

PMB 081, PORT VILA

URGENT

Dear Sir,

Free Trade Zone Agreement Between
Vanuatlu Government and Mondragon

Reference is made to your letter dated 2™ October 2000. It is good to see that at least the
Ombudsman's Office is proactively pursuing cases such as this.

To begin with, negotiations on this so-called investment commenced prior to my joining the
Government back in 1995. Secondly, and most importantly, the MOU referred te in your
correspondence was endorsed on behalf of the Vanuatu Government (by the former Deputy
Prime Minister, Hon. Willie Jimmy Tapangararua in July 1999) prior to the VFIB Board's
consideration. deliberation and independent decision on the project. The evidences of such
‘MOUs’ are not uncommeon in Vanuatu. As such, | may frankly say that the Board's decision
was in a way pre-empted.

Free Trade Zones (FTZs) are not uncommon trading facilities. These exist right across Asia,
even in Fiji — in different forms. The general purpose of a FTZ is normally to act as an
incentive to attracting export-oriented investments — which would thus lead to job creation,
investments, etc, in the country concerned. Fiji for instance has a couple or more of similar
zones which have lead to the employment of over 20,000 locals over the past decade.

| hope you do have a thorough understanding of the concept of FTZs to allow your acceptance
of the fact that these are common throughout the world and are normally legal. Nevertheless,
as pointed out by you in No.1, the matter as it relates to Vanuatu needs to be clarified.

May | therefore refer your office to contact the State Law Office and Department of Lands
directly to obtain answers to your questions 1-3. Similarly, we request that you refer your
questions 4-7 to the State Law Office to respond to via their Financial Intelligence Unit (FIU).
The VFIB does not have the means and capacity (financial and human) to carry out such
checks.

In response to your question 8, yes, the VFIB has IN PRINCIPAL approved the FTZ concept,
but subject to case by case approval of various aspects of the project. No approval certificate
has been issued to the investor(s) as yet. (We attach for your information and perusal copy of
the letter issued to them on 28 July 2000.)
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Your question 9 is most interesting. | am aware from some verbal sources of the possibility of
extraordinary financial transactions taking place in the country by Mr. Mandel while he was in
Port Vila in July 2000. | do not have any documented proof of such transactions though. You
may know people that may be involved, in which case may wish to contact them directly.

On my part, | will hide nothing but disclose to you evidence of my Chairman’s request for Mr.
Mandel to meet the cost of my participation fee at a training program in Ireland in June
2000. My Chairman, Mr. Joy, offered to arrange for this, and | accepted the offer “in good
faith” according to Mr. Rowan Downing of the State Law Office (when | raised the matter up
with him some four weeks ago).

This financial request came about after the PM's Office could not afford to meet the full cost
of my participation in the program (please also find attached copy of correspondence to the
PM's office for funding, dated 11 April 2000). Other than the participation fee (which was
paid directly to the training institute), | wish to haonestly and sincerely confirm that | have
personally received no direct financial assistance from Mr. Mandel.

In general though, if in reality Mr. Mandel has paid money (other than for approved and
genuine official reasons) to certain public servants, political advisors, Members of Parliament
and Ministers, my personal opinion is that this may amount to fraud, bribery, corruption,
dishonesty, and a clear ‘pay off' for certain favours to the investor and his company. There is
no other way of explaining it. | may be wrong.

| personally invited the State Law Office to address the VFIB Board at its monthly Board
meeting held on 1% September 2000 after some discussions with their Technical Advisor. The
State Law Office clearly warned of “extreme caution” in or against any future dealings with
the Mondragon Group, and Mr. Mandel for that matter.

Last but not the least, pursuant to Section 22 (a) of the Foreign Investment Act No.15 of
1998, the VFIB Secretariat may provide to your office, files on Mr. Mandel and his company,
to assist with the Ombudsman’s Office's investigations on the issue.

Your concern to ensure transparency in all government dealings, especially pertaining to the
VFIB, is acknowledged and appreciated to ensure genuine investors are brought into Vanuatu,

and not scrupulous dealers. | personally am still doubtful as te the genuinity of Mr. Mandel
and his group, and have personally alerted the staff of the VFIB on this.

We wish you success with your investigations.

Yours sincerely

Howard Aru
Acting Chief Executive
Vanuatu Foreign Investment Board

Attachments - Substantiating documents



GOVERNMENT OF THE REPUBLIC OF VANUATU
GOUVERNEMENT DE LA REPUBLIQUE DE VANUATU

VANUATU FOREIGN INVESTMENT BOARD

B i
Private Mail Bag 030 A?PE | m |
PORT VILA Vanualu ND )C Telephane ; (678) 22770

Facsimile : (678) 25640
E-Mail : cdi @ vanuatu.com.vu

Mr. Alfred B. MAHO

Director for Leadership Code

Office of the Ombudsman U R GENT
Private Mail Bag 081

Port Vila

Your Ref: 0285/0205/L.14/rmj
9" October, 2000

Dear Mr. Maho,

FREE TRADE AGREEMENT BETWEEN VANUATU GOVERNMENT AND
THE MONDRAGON INVESTMENT GROUP

I acknowledged receipt your letter regarding the above enquiry which reached my
Office on the 2™ October, 2000 and which T am replying to as per your kind
instructions.

Allow me to begin by thanking and congratulating you for the imsights you have
provided and the research you have undertaken into the entire matter and which 1
will now respond to on the basis of the issues and questions you raised in your letter
and which T believe will no doubt assist your High Office in this enquiry:-

1. With the exclusive rights given to the Mondragon Group by the Government,
and the statement in the Agreement that says “ The area shall not be subject to
the laws of the Republic.” Does this indicate that Free Trade Zone area will be
excluded from the jurisdiction of the National Constitution of Vanuatu?

According to my limited knowledge on law and the language used, I as Chairman of
the Foreign Investment Board do not see the relevance of the Vanuatu Government
granting an EXCLUSIVE RIGHT to the Mondragon to facilitate their proposed
investments in the Republic as we are at the moment trying to address the issues
associated with various exclusivity which was a practice done in the past and has
incurred some substantial and unreasonable costs to the State and the people of
Vanuatu. I am an advocate of free entreprise who believes in free competition and
that in any business and commercial undertaking, there should exist a strong
framework to encourage competition and reduce the costs and price of services to
allow for efficiency and transparency as such.

The Exclusive Rights as mentioned in the Agreement does not in any way constitute
under the National Constitution that the Mondragon Group will become immune
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and not subject to the laws and other legal and administrative mechanisms
applicable in the Republic. I would likewise think strongly that any investment or

business for that matter that intends to establish it’s agency or subsidiary in the
Republic must as a foremost be able to satisfy and meet the requirements of
Vanuatu which is clearly spelled out in different laws and Acts such as the VFIB
Act, the Business License Act, the Immigration and equally the Labor Act governing
investments into Vanuatu.

The Vanuatu Foreign Investment Board does not encourage investments who wish
to be granted EXCLUSIVITY unless agreed to by the Council of Ministers who are
the supreme decision making body in the entire land.

I wish to further state that the Mondragon Group’s proposed Investmenis was a
subject discussed by the COM in the 1999 and 2000 period respectively and that a
number of decisions and recommendations were subsequently taken and reached by
the esteemed Council of Ministers in facilitating these proposals.

2.Is it going to be a separate State within Vanuatu, and does this statement indicate
that the Government intends to create an area within the jurisdiction of the
Constitution of Vanuatu to be free of any laws?

The creation of a Free Trade Area concept is one that is enshrined in the Ministry of
Trade’s portfolio, however has not been adequately addressed due to lack of
commitment from the Government and also the costs structure of the economy
which naturally makes Vanuatu a very expensive place to undertake substantial
investments alike.

I do not possess any technical knowledge at this stage to be able to confirm whether
a free trade zone would naturally be free from or even immune from the existing
laws as provided for in the National Constitution. However, it would be of
significant economic and trade interests to see a creation of a free trade zone in
Vanuatu which is available in countries like Fiji for example which provides a
substantial investment undertaking there and naturally a lot of employment benefits
and opportunities to the local population and which is not available today in
Vanuatu.

It would be interesting to note that after twenty years of independence, we are still
relying heavily on foreign imports which contributes significantly to the high cost
structure of the economy and likewise makes our exports and our products un-
competitive in the market place. I would like to think that once a free trade zone is
established in Vanuatu, the Government must be seen to establish appropriate laws
and framework to facilitate these investments and these would naturally require
some fundamental changes and direction on the way the existing laws are written so
as to allow some comparative advantages and benefits to the investors who take a lot
of risks in coming to Vanuatu to invest their funds, not to mention the fact that in
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most cases, investments will take a longer time frame before profits could be
realized.

I cannot confirm nor establish whether these free trade zones will operate under a
separate regime as the prevailing laws at the moment does not make or provide any
provisions for these types of businesses.

3.Can you name a place in the world where such similar project operates
successfully?

To some extent and depending on the different nature of these Free Trade Zones, 1
can confirm that similar schemes are operating very successfully in places like Fiji
and Mauritius- two small island ecomomies who are gradually becoming a
powerhouse for the production and manufacturing of garments and textiles
industry and which has contributed very sigmificantly to their ecomomies and
equally has allowed them to extract major and substantial tax and duty concessions
from the Lome IV Convention which they have with the EU market.

Of course the success of the proposed free trade zone would be determined by the
laws in-place and importantly the support and technical assistance that the State of
Vanuatu is willing to offer and give to the investors to make the project workable. Tt
would be pointless to have to create a FIZ without much needed support and
Government intervention at the outset, otherwise we cam all forget about this
concept.

4. How much money has this scheme raised overseas in selling shares for the lands
in Vanuatu to interested investors?

I would not have a slightest clue or idea on this question. | suggest you liaise with
the Mondragon Group to ascertain the exact and if possible the realities
surrounding this matter.

5. How many interested investors have already joined the scheme?

Likewise, 1 do not know the exact numbers of investors who may have joined this
scheme and would not be in a position to comment.

6. Could you confirm and clarify whether the details to prove that money raised in
such a way could benefit the land owners of Big Bay and the Government of
Vanuatu?

From an economic point of view, indeed monies that would be raised in such a
scheme would benefit the people of Big Bay by way of building additional schools
and clinics as well as providing some employment opportunities to supplement the
already depleting cash economy in Santo. However as per your questions to prove
that any financial transaction will benefit the people of Vanuatu, I can respectfully

Al
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propose that at the moment we can only make assumptions and theories on what
would be the gains to Vanuatu in this respect as it is too premature to start jumping
at conclusions as to what exactly will emanate from these investment proposals.

For Vanuatu to portray itself as a genuine investment climate, I believe it is in our
best of interests to collaborate together to attracting bigger and wider capital flows
into Vanuatu as presently we are witnessing a very low and minimal volume of
investments and capital flows into Vanuatu and which could be attributed to the
absence of adequate infrastructure and legislation to facilitate and attract these
substantial investment flows into the Republic,

7. Who controls all the funds raised through this scheme?

Sorry, I am not in a position to answer this question given my limited knowlegde on
the scheme and of course the fact that my Office is in no way to act or be deemed as
a custodian to the funds. 1 believe the rationale of how the funds are used if any,
should be a matter to be decided for by the Group and the investors alike.

8. Has the VFIB approved the Mondragon Group’s application to invest in
Vanuatu?

I wish to further reiterate Mr. Howard ARU Acting CEO in the VFIB Secretariat
comments here that the VFIB has in principle approved an application establishing
the Mondragons interests into investing in the Republic. However, I wish to confirm
that no particular category of license has been issued as yet and will only be
considered when the Mondragon Group has decided as to what type of specific
business activity they would be interested in investing in.

9. We have evidential prove that some public servants, political advisors, Members
of Parliament and Ministers have requested personal assistance from Mr. Stefan
MANDEL of the Mondragon Group. As the Chair of the VFIB what are your
opinions and views on such practices and actions?

The fact that some Leader’s in Vanuatu as you claimed have requested some
personal assistance from the Head of the Mondragon Group remains solely and
purely a discretion between Mr. Mandel and the individual as such.

I do not have any recollection or record of whether these claims can be verified and
deemed as the truth as it is not my duty to ensure that any personal deal between a
particular individual and Mr. Mandel for that matter should be of interests or
concern to the Vanuatu Foreign Investment Board, particularly when the
Mondragon Group was initially introduced to some leaders of this country some ten
years ago as reported in the Trading Post Newspaper recently.

If some individual or Groups are receiving some benefits from Mandel, then I think
it is up to your Office to establish and confirm the realities surrounding this matter
and controversy.

“lg
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The VFIB is a reputable and equally imporiant institution and maintains a
consistent and effective approach in dealing with potential investors and is conscious
of the likelihood of bribery and corruption arising from various investors and has
maintain a very cautious approach in dealing with such clients. Most of the VFIB
Board members are very senior Public Servants who occupy very responsible and
key positions and would not allow such act of corruption to filter into the functions
or the premises of the Board as such and which would naturally damaged the
reputation of the Board.

10. We have also received information that you were a member of the delegation
that was entertained by the Mondragon Group at the Ritz Hotel in London in 1999
in which the former DPM Hon. Willie JIMMY signed a Memorandum of
Understanding ( MOU) with the Group. Can you provide to us the details of the
Memorandum that was signed?

Indeed an MOU was signed between Hon. Willie JIMMY on behalf of the
Government of Vanuatu and Lord Keyes and Mr. Mandel representing the
Cody/Mondragon Investments Group. This MOU was signed as a basis of providing
a framework as to how the Mondragon Investments into Vanuatu will be
undertaken in closer consultation with the relevant Authorities.

The MOU was signed and initialed in London after some intense negotiations with
respect to the text of the MOU and other important provisions between the Attorney
General of the Republic of Vanuatu Mr. Ham@son BULU and Mr. Carmen
NAFTALI who is the legal advisor to the Mondragon presiding over the matter at
that time,

It was in my opinion that the advise and the necessary amendments incorporated
into the MOU were according to the Attorney General, basic instruments that does
not in any way or manner commit Vanuatu to any substantial undertaking as far as
the project was concerned and could only form a basis of some clear understanding
as to how the proposed investment projects will be implemented. The delegation to
London did comprised of some very influential authorities including the Attorney
General Mr. Ham BULU and the Director General of the Ministry of Trade Mr.
Georges MANIURI whom the Deputy Prime Minister then Hon, Willie JIMMY
TAPANGA —RARUA had total confidence and support in them to provide timely
and sound advise before he could sign the MOU proper. This advise was provided to
the Deputy PM at that time before he proceeded to sign the MOU.

11. Any other documents or information that you consider relevant to this matter.

I have no further document nor submission pertaining to the matter apart from the
MOU copy which is attached for your kind perusal and information accordingly.

I wish to thank you in advance for the cooperation in dealing with this enquiry and
hope that it would assist entirely in your investigation on this matter and should you



require more information in this regard, please do not hesitate to contact or consult
us,

i~
Yours Sincerely,

JESTME,
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Director of Trade, Industry and Investment
Chairman- Vanuatu Foreign Investment Board.






-~

 Honourable TR. Willie Timmey

(Minister of Finance 1931 - Feb 1896)
Member of Parliament

P.O. Box 684,
Port Vila,

Republic of Vanuatu.
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October | 1th. 2000

Mr. Alfred B. MALIO
Director of Leadership Code
Office of the Ombudsman
PMB 081

PORT VILA

Dear Sir.

RE.: FREE TRADE ZONE AGREEMENT BETWEEN VANUATU
GOVERNMENT AND MONDRAGON

Thank you for your letter of 2nd October 2000 reference 0281/0205/L14/wj in which you
requested my assistance where possible in the above matter.

To assist as requested. my responses are as follows :

1,

(B9 ]

N

0.

Yes. | am aware that Ion, Serge Vohor did sign an agreement of some sort with the
Company in Australia. back in 1991, but cannot remember or confirm whether it was
BRAMAD Pty [1d.

I don’t know who authorized him to sign the agreement on behalf of the custom owners.

[ cannot confirm whether UMP received the full amount of US$ 130.000.00 in exchange
for the 80.000 hectares of land to be leased out to the said company.

[ cannot confirm that it was the same Lease Agreement sold to CODY Investment and then
to MONDRAGON Group which was originally signed by Serge Vohr in 1991. because I
was not present to witness the decision taken by the Company shareholders 1o sell the
contract from one to another.

I do not know how much money was raised between the three companies because that is a
private matter,

The Attorney General may be in a much better position to advise vou on the question as o
whether the “Free Trade Zone™ arca will be excluded from the jurisdiction of the National
Constitution of the Republic of Vanuatu.

12
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10,

18

15,

20.

Same response to this point as in Point 6 above,
| am not aware of any.

Yes, | did sign @ Memorandum ol Understanding in London in 1999 in front of the
Attorney General, Mr. Ham Bulu at the time of signing.

See copy attached.

My letter o Stefan Mandel of 7th December 1999 is mandatory. of which I hope you
already have a copy.

Again. my letter is mandatory. there is no need to comment further.

Since my letter of 7th December [ have not been able to receive any single help ol any sort
from Stefan Mandel. to this time.

| have not been patd any money in cash in London since signing that Agreement except the
cosl ol our airlares and hotel accommeodation during our stay in London which were all
paid tor by Cody Investments and Mondragon Group.

[ have no idea.

| have no idea.

Landowners can benefit from this project under the following conditions :

1) Premium payment an the land lease area to custom owners

2) Joint venture with the Mondragon Group

3) Employment opportunities

4) Better education facilities

3) Better health facilities

6) New urban centre for Big Bay people

1) Better roads, wharves and transport svstem

&) Market for local praduce on the doorstep for Big Bay residents

) Procincial Governement and Central Government will benefit by receiving extra

income through business licence fees. registration of new companies. laxes on
import/export. VAT, Stamp Duty. tourist dollar. etc.

| have no idea, nor is it my business to know that either.
You may care to enquire with VFIB whether Mondragon Group's application to invest in
Vanuatu has been approved. It is eleven (11) months since [ left the Government oftfice

and am no longer in charge of VFIB.

| have no idea of any other relevant document which T consider appropriate that may be of
further assistance to you n this matter.
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Willie Jimmy to Alfred Maho, Ombudsman’s Office - T1.10.2000

LIPS ]

Conclusion

| draw the attention of the Ombudsman to paragraph (2) of the Memorandum of Understanding on
page | of what has been discussed and agreed to in London. Nothing whatsoever contained in the
Memorandum can be implemented unless it has obtained the relevant approvals from the
appropriate authorities in Vanuatu and has complied with all relevant laws of VANUATLL

So. please do not sabotage these investors® interest to invest in Vanuatu through your reporting in
this matter.

Yours lfaithfully,

Hon. Willic Jimmy TABANGA RARUA
Member of Parliament - Port Vila

Encl
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REPUBLIQUE DU YANUATU REPUBLIC OF VANUATU
SERVICE DES TERRES LANDS DEPARTMENT
PORT VILA PORT VILA
MINISTERE DES RESSOURCES MINISTRY OF NATURAL
NATURELLES RESSOURCES
N -0 Ref: LD: Date: Thursday, 12 Octcber, 2000
V-
Raf:

Alfred B Maho RECENED

Director of Leadership Code
office of the Ombudsman 23 0CT 7000

PORT VILA
OMBUDSMAN

Dear 8ir,

Subject: FREE TRADE ZONE AGREEMENT BETWEEN VANUATU GOVERMMENT AND
MONDRAGON

Thank you for yeour letter regarding the above matter in which you
required some information from myself to assist your cffice in your
inguiry into the agreement between Meondragen and Vanuatu Government.

With regards to your request, I have the pleasure in forwarding the
following responses:

1. Though I have heard of this agreement, I have not seen any
document or copy of the said agreement. I have obtained
another document, however, this document does not mention

this agreement. (I am no longer 1in possession of this
document as someone has removed it from my desk in the
office)

24 AS T have not seen any agreement regarding this, I cannot

answer to your guestion as to whether there is going to be a
separate state, or that the Government intends to create an
area within the jurisdiction within the Constitution of
Vanuatu to be free of any law.

3, Mauritius

4, I do not know

5. I do not know

a. I have heard that money will be raised, but I do not know by
what means or how and thersfore, do not know 1f the money
raised will benefit the landowners and the government. I have
absolutely no idea.

s I do not know

8. The VFIB only approved the concept of the Free Trade Zone but
NOT the Mondragen application.

9, Yes, T have requested for financial assistance from the group

but NOT for personal assistance.
I have regquested 150,000 watu.

This money was used toc finance some government officers to
travel to Sante to carrv out the feasibilitv studies and
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awareness meetings regarding this Free Trade Zone Proposal.
The reason why I requested this money was because the Lands
Department does not have sufficient fund te pay for the
feasibility study. It was also impertant that this study be
conducted for technical aszsessment purposes to assist the
government and the landowners of knowing the advantages and
disadvantages of such an important undertaking.

It was alsc important for the Government departments to
respond immediately and carry out their respective duties as
bestowed upon them to advise the Government on such matters.

The money that I regquested was use for the purpose of the
technical assessment, study and public awareness by the
officers of the Lands Department, Land Use Planning Office,
Environment Unit and the SANMA Prowvince.

This money was requested NOT by myself but by the Director of
Trades and Commerce con our behalf.

10, I have no further information or any document regarding this.

Sir, all I was interested in was to carry out our departmental study,
assessment and to run awareness workshops with the pecple to be
affected by this proposal and to advise both the landowners, SANMA
Province and the Government on the advantages and disadvantages of this
imprtant proposal.

I think I have provided you with all that I can and I hope that they
will assist you in your inquiry.

Thank you

Emi]l Mael —m
Acting Director

1






N ;;‘,{ GOVERNMENT OF THE REPUBLIC OF VANUATU
—— GOUVERNEMENT DE LA REPUBLIQUE DE VANUATU

VANUATU FOREIGN INVESTMENT BOARD

Frivale Mail Bag 030 Telephane (678) 22770
PORT VILA, Vanuatu = HGHJ ﬂé?d""\ Facsimile. (E78) 25540

E-Mal: edi @ vanuatu com vy
Web Address. www vfib.com vy
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Our ref: VFIB/Z01/25/hal/01

Hon. Maxim Carlot KORMAN (MP)

Minister of Lands URGENT
Ministry for Lands

PMB 007

PORT VILA

Dear Honourable
Minister.

Re: ENDORSEMENT OF LAND LEASE
BIG BAY PROJECT

First of all, we wish to thank you most sincerely for all the support you have
accorded to various land-based investment projects in Vanuatu since the eslablishment of
the Vanuatu Foreign Investment Board (VFIB) back in September 1998. Your fervent
support to attract and keep good investments and invastors in this country in fact goes back
earlier prior to 1998 notably when you were Prime Minister of the Republic of Vanuatu.

We wish to kindly highlight to you the abave project — the Mondragon initative
- which as of Thursday 29" March 2001, was signed between the Mondragon company and
seventeen (17) key landowners of Santo, notably of the Big Bay area

We understand that Principal Lands Officer Mr. Emil Mae! has heen in contact
wilh the Ministry of Lands to have the relevant land lease signed by the Honourabie Minister
or Lands, but has received no posilive response as yet.

In view of the magnitude and importance of this project and the fact that the
Mondragen project proponent has awaited this land lease since last week we urge the Hon.
Minister to consider and sign the land lease which, as far as the Department of Lands Is
concerned, s In order and all legal considerations are likewise in aorder. This project will
benefit not only the people of Santo but Vanuatu as a whole.
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Hon. Minister, Vanuatu has nct witnessed too many big projects implemented
in Vanuatu for quite some time now. The one in question has the potential o generate jobs,
revenue and total investment in Vanuatu as a whole, regardless of who is in government It
will provide long term benefits to the country in general,

We thank you for your consideration of this request and cnce again request
your suppaort, recognition and endarsement.

‘We kindly awalt your prompt raspense to the above.

Yours sincerely

NP
Howard Aru
Chief Executive Officer
Vanuatu Fargign Investment Board

Copy  Mr. George Tambe, Director, Dept Lands
Mr. Emil Mael, Principal Lands Cfficer, Dept Lands
Mr. Michael Mangawai. Acling DG, Ministry of Lands
Mr Ray M Joy, Charman, VFIB
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GOVERNMENT OF THE REPUBLIC OF VANUATU
GOUVERNEMENT DE LA REPUBLIQUE DE VANUA I

VANUATU FOREIGN INVESTMENT BOARD

Private Mail Bag 030 T;’EIJ!‘U[:E: (g:g{ ;Ef;g

PORT VILA, Vanuatu o acsimile: (678) 256

E-mail : investment@vanualu com,vu
Web Address: www viib.com.vy

Our Ref VEIBI23 (1 137 JKoinl
9" April 2001

To:  Mr. George Tambe
Director
Lands Deparliment

Port Vila URGENT
Cear Mr Tambe,

Subjecl: MONDRAGON VISIT TO SANTO: LEASE AGREEMENT WITI|
BIG BAY LAND OWNERS

I wish to express my uller disappointment aver an article on {he Trading Post
midweek issue on page 2, regarding the Mondragon visil lo Sanla Al lhe
oultsel | wish to say that the article as seen to be queting your Land Valuation
Officer, Mr Alick Kalmelu who was part of lhe strong delegation lo Santo, was
largely inaccurate, | question how can he categorically claim to the Trading
Post that the lease documents which have been signed between the investors
and the landowners of Big Bay be "unofficial’? The documents were preparet
by Mr Alick Kalmelu himself with comprehensive verification and editing from
the Senior Rural lands Officer based in Santo. Mr Robin Toka and lhe
Principal Lands Officer, Mr. Emil Mael who colleclively represented lhe
departmenl of Lands for that maltter The claim that tive signed documents are
unofficial 1s a misleading statement, which can discradil the inveslors a
creale uncertainly to the chiefs who have colleclively commilled themselves
to the signing of the lease agreement and are immensely enthusiastic ¢ see
the project be implemented within the nexl couple of months in they laned

Ihe fact that the chiefs and landowners have granted approval aller a long
petiod of negelialion done by the Principal Lands Officer. and [he Big HBay
Chiel's reprasenlalive Mr. Leon Kalhy, which has consequently led to (he
signing ol lhe agreement to lease lhe land, will raise queasfions of crecibilily,
rehabilily and confidence on work and duties of land officials who are
supposed lo be providing professional, sound and technical advice on

important and substantial projects as such.

N ST IR TR N
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Mr Alick Kalmelu as a former employee of the Trading Post Newspape
should n the future ascerlain his lacts aned Tligures prion to dissaminating
information to the Trading Posl

Itis fundamentally impaortant that news and ifermation lo the press rogarding
sensilive issues must be faclually correct and must be based on solid
evidences, which are the important basic elements of reality Enurmaus work
done by VFIB and the land officers as well as lhe Chisfs and tand owners and
equally the investors musl not be seen lo he a wasle of time. and such
nformation must be inteliigently disseminaterd so {hat it dops not tinish he
image of Vanualu, given the current impending pohitical siluation,

I'am not sure whether Mr. Alick Kalmely was mandated to disseminale such
nformation, when one of his superior Mr, Emil Mael. who is e Principal
Lands Officer, who is more competent in such matters, was also part of the

delegation.

By copy of lhis nole, | wish lo request you as the Director of lands and 3
faithful member of the VFIB. 5 instivct Mr Kalmelu to retract the article in
this paper. and present a more accurale and positive piclure to the public as
enurmauls amounts ol time, effort and money has aleady been invesied n
Vanuatu for this huge project in the histary of Big Bay

will not tolerate governmenl cfficials providing unfounded information to the
local newspapers which does not help, but ratier destroying confidence we
are trying to build amidst the political Impasse before us

| thank you for your understand regarding this matler

Youls sincerely,

Vanualu Foreign Investinent Board
\ /
| /

7 )
/ \\ .,Il—\_ /

\ /
Flog-flickey Joy
Clidvman

CC Mr Michael Mangawai, Acting DG, Lands Department,
Mr George Maniuri, D3, Trades and Business Development
Mre Emil Mael, Principal Lands Officer
Robin Toka, Senior Lands Officer, Santo (Fax JGUBG)
v Howard Aru. CEQ, VFIB
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APPENDIX T JUUS GOVERNMENT OF THE REPUBLIC OF VANUATU
| GOUVERNEMENT DE LA REPUELIQUE DE VANUATY

DEPARTMENT CF TRADE, INDUSTRY AND INVESTMENT

SERVICE DU COMMERCE, DE L'INDUSTRIEET
DE LINVESTISSEMENT

Port Vila P M B. C3C — Telephone (678) 22770/ 24 380 - Fax  (878) 25840
Email ' trade@vanuatu.com.vu

Santo : P.O. Box 230 Telephone/Fax - (678) 36045

Mr Alick KALMELU
Land Disputes - Resolution Officer F
Depa: tment of Lands and Resources
Privaie Mail Bag 090

Port Vila

(]
Led

™ April, 2001

/
Deur vr. Kalmelu, (S

Re  l.ease Agreement between the Mondragon Group and the Big Bay Landowners
s et 2

[ acknowledged receipt your letter of 11™ April. 2001 with respect to the above subject

matte and which purports to attempt to clarify the issues surrounding this proposed

major mvestment which you sent to the Trading Post a few weeks ago.

I wish to thank you for the retraction you and Mr. Emil MAEL, Principal Lands Officer
have 'ointly submitted to the Trading Post to correct the amicle and likewise portray a
more positive image to the Big Bay Landowners that their undertakings with the
proposed investors is done in a genuine spirit and the only difficulty that we face at that
time is the fact that the outgoing Lands Minister does not want to sign the Scheduies 1o
[ease the proposed Land area although he was given an opportunity as well as a proper
brief v Technical Experts in the Lands Department that the proposed scheduies were in
order and did satisfies all the Land Lease Act provisions and laws.

On th: issue of the legality of the * Agreement to Lease Land” I suggest that instead of
pondeiing on other petty issues as in the recent past, | strongly propose that vou assist
both tne Director of Lands and the Principal Lands Officer with a view that the proposed
Land ( ease Arrangement as submitted by the Landowners and the Investors is considered
by the new Minister of Lands as a matter of priority so that initial work on the project can
cemir ence without further delay.

As far as your query on whether vou should inform the Trading posts agamn on the fact
that whilst the Agreement to Lease is Official but not necessarily legal, I wish to frankly
sugze .« that you forget about the media and perhaps assist us in the facilitation of these
invesiments as Vanuatu is renowned for investors coming to make promises but cannot
realistically implement their investment plans due to the fact that they are broke- so
whilst we have this opportunity to attract the Israelites to our shores, perhaps it would be
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‘0 onr national interests to assist equally in facilitating and coordinating these investments
into Vanuatu.

You have all along played an instrumental role in the development of the proposed Big
Bay Project and | would strongly éncourage you to continue by supporting them rather
than being seen as an impediment to the entire process as it must be noted that most of
the 3ig Bav Land owners who actuaily signed the documents are not amused by the
recent article that appeared in the Trading Post, before the retraction was done

I hope this clarifies the issues and wish to thank vou for your kind understanding and
cooperation in this regard

N
4,

Yours Sincerely,
el
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Roy Hickey’]{&‘f 'ﬂ@.muﬁ
Directpr of Trade, Industry and Investment

Chairman- Vanuatu Foreign Investment Board.

ce- Mr Georges MANIURI- Director General of Trade
- Mr. Michael MANGAWAI - Acting Director General of Lands
- Mr. Emil MAEL - Principal Lands Officer
- Mr Robinson TOKA - Senior Rural Lands Officer. Santo
- Mr Howard E. ARU- Chief Executive Officer. VFIB
- Mr Leon Kathy WARSAL, Santo ( Fax- 36125)
Mr Johnny KOANAGPO- Senior Promotions Officer. VFIB



Lo & T3

o2-TlUN-@1 FR! B&:44 DEPT OF FORESTS ETE ZSBS51 F.21

A M

AppERDix " IVU R

Department of Forests
PMB 004
Luganville
= Santo
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22 June 2001
Tho Prime Minister
Bdward Nipake Natapei
Prime Minister's Office
PMB 053
Port Vila

[Tonoutable Prime Minister, Edward Nipake Natapei,

Honourable Prime Minister, bifo mi talem sofe blong mi igo long yu mo = Leo Kathi, o} Jif, ol Sanma Provinscl Kaonsel, ol Cinl
Servants, ol NGO's Leader blong Opposition, , Judicial Services of the Republic of Vanuaty, ol Honorable Ministers, Honcurabls
Deputy Primae Minister Honourable Prime Minister, President blong yumi, His Excellcacy, Father John Bani, mi wantem ekksplkonein
hao mi binick pat hlong raitera leta ia, we ol Jif blong Big Bay solwota oli sainem blong agensem [srael (Mondragon) projek long Big
Bay cria, =

M risf blong mi Simofi Auyawi Nompunwar Naupa, mi blong Erfomango. mo mi wok leng Department blong Forestry.
l,n&'fé s blong“ukTunchrrestry ‘mi lukautem eria blong yumi long Big Bay, wetem Hog Harbour mo Port Olry.

Mi'ﬁ!ﬁ mq_'[.:ém l'areslﬁ‘;mﬁmktok mo mi wokabaut long Big Bay (Pelulup go kasem Batmel kam bak kasem Malao), stst loog 27
May kasem 13 June 2001

Mi bin I:ckh.baut mein wokhlm!g Forestry mo luluk blong Dipatmen long fiuja blong kaontn bleng yumi Vanuaty, jenerol situcsea blong
skonomd mo politik 1oag Eﬁmtﬁ mo mi askem ting blong olgeta manples long Israel (Mondragon) Projek.

Folem wokabaut in, Jif John Wartapuret tlong Porau i bin rekowest long mi olsem afisa blong Forestry blong kampari Sgnto Vonzer &
Tinsher Ltd., 1 kam latem wud mo mekem rod (we hemi stamba tingung blong kampani i kam).

Tairm ti ma Jif John i kasem Pesena ol manples nto sam Jif oli askem se hai mi helpem olgeta blong raitem cta blong askeo {avinan
o Saarua Provins blong mekem rod blong trak tko long ol vilej we rod ino kasem olgeta yel.

Mi bin askem tingting blong Jif Emille Wola, long Batmel/ Ormortev, abaut Mougragoni hem i bin askem se bai mi help blong rauem
wan leta blong akensem Israel (Mondragon) projek long Big Bay etia, mo bai ol Jif oli samem.

Mi Uin agri long tingting 1a, mo taim mi stap kam bak mi bin talemaot mo askem long ol warwan Jif mo manples, afia long ol wetancs

10kiak. (mo long sam vilej olsem Pelulup, Tsereviu, Malao mi talemact tingling ia long ol wanwan Jif nomu).

Tairn 1ni kasem bak long Luganville, mi raitem leta iz rmo faxem (20" June 2001) tong Office blong yu Honourable Prime My 1iier mo
olgeta Government Departments mo Ministries, mo ol NGO's mo ol Kaons¢l blong ol Jifs blong yumd

Tna cvri wan,ogniseten | kasem leta ia tru long fax (espeseli Ofis blong Malvaramaur Nasonal Kaonsel Blong ol Jif, Polics B
Northera Region, Foreign Investment Board, Fisheries Department, Agriculturs Department, Forestry, NKDT. VANGO)

Horourable Prime Minisier, hemia nao stori blong leta ia.

IIII-"Il'l.‘l-.lil-lllil.llIiﬂ
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lionorahle Prime Minister, folem leta 1a Mr. Leo Kathi, i bin kasem wan kopi, ma hemi kam luk mi long ofis blong Forestry, Jotg Lsde
morning (21" June 2001), hem ibin kios tumag long mi from leta ia.

Mr. Leo Kathi,, 1 talem long mi blong mi folem hem igo long Police slation, mitufala i bin go long Police Headquarter, Nartheitr Region,
mo toktok wetern Sergeant Donald.

Honorable Prime Minister, mi andastand so plante man bal oli talem se i olsem Public Servant mi mekem wan wok we ino blong i
blong mekem be blong narafala man (even Mr. Leo Kathi i bin talem tokiok ia).

Honorable Prime Ministcr, long lingting blong mi yelL, olsem wan Civil / Public Scrvant, mi bin luk s mi stap long wan posisch e i
save helpem manples blong Big Bay solwota, blong karem blong ol tingting blong olgela, 1 kasem yufala ol Lidas long ol Vilg, ol Ena,
Provine, ol Depariments mo Nasonal Jevel.

Tustawet mi bin agri blong raitem leia ia, be noma bigfala wrong we mi bin mekem, mino bin kontaktem yufala ol Lidas blang ol Vg,
ol Eria, Provins, ol Depariments mo Nasonal level mo ol man we oli wok wetem Mondragon (olsem Mr, Leo Kaghi) fastainy

Honorable Prime Minister, ol tingting we ol stap long leta we ol Jif ol saingm, hemi o} ingting blong ol manples long Big Bay solwela,
wan ling we mi talemaot long olgeta hemi abaut right blong ol minirel we i stap long kraon, s¢ gavman i gat rait blong blong minjrel be
ino manples, plante oli no glat nating long tingting ia mo oli bin agri se tinting ia bas i stap long leta.

Honorable Primo Minister, sapos tl brekem eni Rul, Regulation, Loa, Protocel / procedure blong wok olsem wan Public/ Civil Scrvant,

{hen b1 mi mas rere blong fosem eni aksen agensem mi, folem fasen blong bleng raitem leta ia, mo no talemact fastaim Bifo mi raiem,

Honorable Prime Minister, folem toktok blong mifala Mr L. Kathi, i talem se {ong tasde (217 Juno 2001) nomo hemi mas luk wan fcid
blong lalern sor¢ long evei wan konscn, we bai mu raitem.

Mi bin talcmaet se bal mi talem sore nomo from fasen we mi 10 bin lukit mo storian long hom fastaim, bifo mi railem leta 1a mie Lusem
1go uat.

{loriorabie Prime Minister, mi Simon Ayauwi Nompunwar Naupe, mi talem gorg dwmay [go long yu mo: - ol Jif (Supenatuiling r
Malvatu mauri), Sanma Provinsel Kacnsel, (President. ol Kanscla mo Kansela blcag Big Bay), MP blong Big Bay, ol NGO's (NKLJT &
VANGO) ol Department blong Gavman konsen, Leader blong Oppesition, Ol Honorable Ministers konsen, Judicial Services of the
Renublic of Vanuaty, Honorable Deputy Prime Minister, President blong yumi His Excellency, Father Iohn Bani,

mo tu hlg fala tok sore igo long ol man we oli wok welem Mondragon, espeseti Mr. Leo Kathi, fiom we i no bin kontakiem fadain
vnfuld ol 1.idas mo Big man konsen, blong save: -

1. Tingting blong yulala
Maa wok blong Mondragon long Big Bay eria
1 Frig we Mondragon bai 1wok Jong hem long Big Bay
4+ Mo cni nara samiing we i tid blong save abaut Mondragon

Honorable Prime Minister, sapos mi bin stap askem fastaim bae mi fainemaut se klosap ovri Jif we oli suinem lcta ia cria blong wigeta ine
stap long inenid long eria we oli lelem, long Mondragon blong 1 wok long hen.

Honorable Prime Minister, mi bin Janem wan I¢son long wan rod wea i bin strong lelebe, hema mekem mi luksave fascn blong mckem
wok folem stret fasen blong hem {olsem karcm tingting long naralata said bifo ratem leta).

Ml askem yu f’alq c_;wiwan blong akseplem ol sore toktok blong mi wetem giad blong yufala, mo Spurit blong forgiveness we Hen God.
Papa blong yumi i socm long yumi thry long dead blong Pikinini bleag Hem mo Master blong yumi Jesus Krais (Ephesiany 4320,

IIf:-namhle Prime Minister, 1.:cr:1i bleng mi nomo long behaf long olgeta Manples long Big Bay svlwota, s¢ yufala ol Masonot Lidas mo al
Big man, { harem save UngUng blong olgeta konsencm Mondragon.
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June 222004

Puge 3 _ o
Honorabic Prime Minister, mi warnicm finisim toktok biong mi wetem wan toktok blong Wise King Solomon, we Papa long Heaven i bin

Plessem hem wetem waes blong save Jong toktok blong Hem we ; talem se “Stretfala fasin bai i save leflemap wan kaoniri, be fasi

noged bai i save daonem wan kantri” {Proverbs)

Honorable Primo Minister, mi talem tankiu tumas, long aticnsen blong yufala gvriwan ol Lidas mo ol Big man konsen, and may Hapa
tong Heavey | Blessom yuni evriwan skeding long will blong hett yet long laef blong yum wanwan,

Yours faithfully,

ﬁﬁ%@%

Sion Auyawi Nompunwar Naupa

Ce: Cluistian Maliug; MP, James Imbert Chairman, Big Bay Kaons¢! blong ol Jif

Superatuitano Kaomnsel blong ol Jif, President blong Malvaiumaur Nasona) Kannsel blang ol Jif, Jif Tom Numakelresiden,
Sanma Provins, Mr John Lum; Police Headquarters, Northern Regiomn: VMEF, Northern Region;
Ombudsman Office, Northem Region (Santo office), Minister of Intcrnal Affairs, Hon, Jog Natoman
Envirerument Unit (Santo Office) Department of Lands (3amo} Depariment of Geology and Mines
simster of Lands, Hon. Sela Mohissa:

Denarttient of Trades (Sanla), Minister of Trades & Deputy PM, Hon, Serge Vohor

yarmata Foreien Tnvesiment Board, CEQ, Mr. Howard Aru

Department of Finance & Economic Management;

“inister of Finance & Feonomic Management, Hon. Joe Carlo

Deparument of Tnfrastrocturs and Public Utilitics

Miaaster of Infrastructure and Public Utlitics, Hon. Jacklyn R. Thiek;

Foretpn AfTairs Department; Minister of Foreign Affairs, Hon, Jcan Alain Mihe,

Department of Agriculture, Forestry and Fisheries,

Minister of Agricuiluce, Forestry and Fishenies, Hon, Willie Posen

Minister of Ni-Vanuatu Business. Hon, Daniel Bangtor:

Opposition Leader. National Parliament,  Mondragon Lid. Manager, Stephan Fermnandez

Musonal Kominnitt Divelopmen TrasNKDT)

Vaiuatu Association for Non Government Organizations (VAN GOy,

State [aw Olfice Department of Judicial Bervices (Santo)

tiosd of Stale, President of the Republic of Vanuatw, His Excellency Father Juha Bani,

[—
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Appendix "N L

Our Rel> WL:LL

29 June 2001

TO:

MR ALFRED MAHO

FROM : WAYNE LAMB

RE:

LW 1

STEFAN MANDEL/MONDRAGON GROUP

Stefan Mandel was declared bankrupt on 17 August, 1995, Kenneth Wayne Lamb
was appointed Trustee of Bankrupt Estate.

Stefan Mandel was not living in Australia when the bankruptcy occurred.

Mandel was made bankrupt on petition of Regal Life Insurance Co. Ltd which was
owed in excess of $500,000.00 Australian.

The debt owing was commissions for life insurance policies sold.

Stefiun Mandel’s wife, Kathleen Mary Mandel was made bankrupt as well on the
same date.

Mandel used to live in Australia and had adjoining properties at 12 and 14 Summit
Drive, Eaglemont. These properties were sold by mortgagee in possession and no
equity was available to creditors.

Mandel was living in Oradera and Bucharest. Romania during his bankruptcy.
One contact point for him was :

C/- M. Fairbairn

197 Knightsbridge

London. England

The addresses in Romania were:

(a) Str Popa Sauli, 5
Bucharest Romania

(b) Str Nicolae RA 10th Nr 16.18
Apt 13, Bucharest, Romania

Kathleen Mary Mandel lived in Israel during the bankruptey at:

3 Engedi Sir AP 4

Herzlvia Israel

Maecitosh HE Dovuments: Intermet Downleads: Mema-Ahdayn-28 londl ] doc
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Kathleen Mary Mandel lived with husband’s family in Israel with the two boys of the
marriage,

Stefan Mandel was involved with the following companies:

(a) Asiguera Mondragon SA in Bucharest. Romania from February. 1994 to June.
1995

(h) Pacific Financial Resources Pty Lid
Bramad Pty Ltd
Megabuck Pty T.td
Horizon Fund Ltd
Environment 2000 Biotechnology Corp.

One Postal Address provided by Mandel was :

PO Box 4099

Tel Aviv 61040

Isracl
Stefan Mandel ran lotteries investments in which he covered all possible bases for
syndicate investors, Mandel was involved with International Lotto Fund and Pacific

Basin Fund.

One syndicate actually won a lottery in Virginia, USA for $§27 million US, but
allegedly the investors did not see any ol the proceeds.

Another Postal Address was:

PO Box 6229
Hertzliva Israel 46497

No dividend was paid to creditors as recoveries in the Administration were minimal.
Both Stefan Mandel and his wife remained out ol Australia during their bankrupteies.

One of Mandel's sons has been accepted by Berkely University in USA and has
become an American citizen.

Stefan Mandel does not have a good reputation for paying his debts nor in his
dealings with investors in lottery schemes.

Regards

KENNETH WAYNE LAMB

Macintosh HD: Documents, Inteenet Downloads: Memo-AMayo-28Jun( ] doc
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Incoming Message Mondragon Page 1 of 2

Subject: Mondragon

Date: 13/07 7:51 AM

Received: 13/07 805 AM

From: Michal Nevo-Barak - Israel Securities Autharity, michalb @isa.gov.il
To: Marie-Noélle Ferricux Patterson, ombud vt@vanuaty.com.vu

duly 12, 2001

Mr. Alfred Mahog
Director of Leadership Coda
For Mr. Hannington G Alatoa

Ombudsman of the Republic of Vanuatu

Dear Sir,

We received your request dated July 3. 20071 for assistance with regard to your inguiry regarding Mr. Stefan
Mandel and wauld like to inform you of the following: There is no court proceeding at present against Mr. Mandesl
The lsrael Sacurities Authority (ISA) reguested and received from the court a temporary constraint order against
a cooperative society by the name of "Mondragon”, to which Mr. Mandel is linked. This temporary injunction orders
Mondragon to refrain from offering membership, which entitles its owner to a certain "package" of rights, which
Mondragon has been affering the public through various distribution channels. The Israel Securities Authority
contends that this "package®, which entitles its owner to a piece of land in Vanuatu, to profits from Mendragon's
investmant company and to other rights, constitutes a security and therefore should be offered only according ta a
prospectus authorised by the |5A. As | menticned. our request was granted by the court and we are now awaiting
the main proceedings. in which our request for a permanent injuncticn will be decided. These are civil proceedings
and it | understcod your reguest correctly, their outcome cannot be of much interast to you, because it will, most
probably, deal solely with the legal question of whether what Mondragon is doing consfitutes the offering of a
security.

| can further reveal anather fact, thal was rmade public through the above mentioned proceedings: the Israel
Securities Authority also initiated a criminal investigation against Mondragon with regard to that same offer, as
affering shares not by means of an ISA authorised prospectus constitutes a criminal offence, as well. This
investigation is not yet aver and | can thergfore add nothing further 1o this malter.

| am sorry | cannot be of further assistance at this time, but if you feel you have any information that you can
share with us and thal could be important to us, we would appreciate your assistance,

| thank you in advance.

Yours truly,
Michal MNevo-Barak. Adv.
Director

Department of Enforcement
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GOVERNMENT OF THE REPUBLIC OF VANUATU
GOUVERNEMENT DE LA REPUBLIQUE DE VANUATU

VANUATU INVESTMENT PROMOTION AUTHORITY

% A

" Private Mail Bag 011 Telephone : (678) 24096 Email . investment@vanuatu.com.vu
PORT VILA, Vanuatu Facsimile : (678) 25216 Website : www.vfib.com.vu
AppEMDAX X% 7 RECEIVED
) 31 JuL 2001
, OMBUDSMAN

31 July 2001 ]

Your ref: 3312/0205/L14/ha

Our ref: VIPAM9/230/Ma/01

Mr. Hanngington G Alatoa
Ombudsman

Office of the Ombudsman
PO Box 126, Port Vila

Dear Mr. Alatoa,

Working Paper on
Alleged Attempted Fraud and Bribery of
Government Officials by Israeli Mondragon Group

Further to my letter to your office dated 17 July 2001, | provide herewith a more
detailed response to the findings and conclusions of the “Working Paper”. On the outset, |
commend you and your office for a document evidently very well researched.

| will comment briefly but concisely on the recommendations made, and
secondly, provide a more personal response to defend my integrity as questioned in the
report.

Comments: R1, Supported. This has been an ongeing matter; my office has maintained
very close contact with the SLO’s FIU up until July 2001 on the Mondragon
project / Mandel / etc. | will be advising the VFIB Board accordingly.

R2. No application for a business license / commercial project has been
received from the Israeli Mondragon Group as yet. Once the VFIB receives any
such application, | shall advice the Board of the need to defer or even reject
relevant application(s) in view of the various negative facts surrounding the
investors/individuals concerned.

R3. | shall consider and follow up on this.
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R4. The PSC may take disciplinary actions against Messrs. Joy and Mael.
The PSC has no disciplinary powers over the CEO of VFIB who is
appointed by the relevant Board. You may wish to make this
recommendation to the Board.

R5. | hope the Police Commissioner proves that Mr. Aru has committed
“criminal offences”. Because as far as | am concerned, | will not accept
bribes from anybody, while of course knowing that | had made a mistake
by accepting that Mr. Mandel paid my training participation fee to the
training institution in Ireland where | attended training in 2000.

R6. The same applies to the Public Prosecutor here as in my response to
RS5.

R7. This is a matter | will be advising the VFIB Board on, and | in my
capacity as CEO of the Board, intend to strongly advice the Board
against this project based on warnings received from the FIU and other
international intelligence agencies received thus far.

R8. VFIB will play its part in this awareness exercise as it has been doing
since 1998.

R9. Though the VFIB does not have the financial resources to do this (like
most other Investment Promotion Agencies in the region), the
collaboration with the FIU has been very encouraging. Contacts have
also been made with the VFSC, the AFP in Australia, and others.

Personal
Defense:

First of all, | cannot defend the fact that | had erred in accepting my Chairman’s proposal for
Mr. Mandel to pay for my participation at a very relevant training program in Ireland in June
2000, and furthermore that my office had not done a thorough check on the Mondragon
Group right at the very start.

The referred and other related sections of the report need to be corrected / amended to
reflect facts, not assumptions. Being assisted by way of facilitating access to a very much-
needed training program to advance the development of the VFIB is extremely contrary to
being paid money directly for “personal gain” (bribery, corruption, criminal offence). There
seems to be some very tough language used in the report which needs to be reviewed.

But | did mention very clearly that the precedence had been set for the government fo
support the project after an MOU was signed in the UK in July 1999 by Mr. Willie Jimmy
(Deputy PM at that time) and the Group in the presence of the DG MTBD Mr. George
Maniuri, Mr. Roy M Joy — Director of Dept of Trade, and very interestingly, the Attorney
General — the Vanuatu Government’s 'Principal Advisor to the State’.

In subsection 7:10 on page 24, the report alleged that | “did receive direct financial
assistance from Mr. Mandel...”, when in my letter dated 03/10/2000 | categorically stated
that “| wish to honestly and sincerely confirm that | have personally received NO direct
financial assistance from Mr. Mandel”.

%!
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The funds provided by Mr. Mandel for the training were paid directly to the training organizer
— "International Development Ireland Ltd" — not to Mr. Howard Aru. After the training |
undertook in June 2000, a mission was proposed for Israel, during which it was suggested
that | was part of the delegation. By that time | had already been in further contact with the
late Mr. Julian Ala and had received the FIU's advice of “extreme caution”,

On 18 August 2000 | took a very clear stand against being part of the delegation by way of
an Internal Memo to the Chairman of the Board. Thereafter, as evidence from my various
and ongoing correspondences with the FIU and my full cooperation with your office, | have
sought to ensure that if Mr. Mandel and his Mondragon Group are genuine, he has to prove
himself.

My letter to the Minister of Lands on 3 April 2001 was clearly made on the premise of the
Department of Land's advice (being the competent and technical authority in lands matters)
that the relevant land lease was ‘in order. This was not an approval certificate to do
business in Vanuatu.

| have transparently highlighted my mistake(s), yet my ongoing full cooperation with the FIU
and the Ombudsman's Office's investigations is evident. | find the report’s recommendations
against me absolutely absurd and incongruous.

Nevertheless, the Ombudsman'’s Office has the powers to perform its functions. On my part
though, | shall continue to cooperate with all authorities concerned in ensuring that only
genuine and credible investors are permitted to carry on business in Vanuatu.

Should any report be released by the Ombudsman’'s Office not accounting for the
clarifications and defences | have made above, | shall fearlessly defend my integrity publicly,
and seek legal advice to support myseilf. | have worked hard and have built a reputation of
transparency and a high level of professionalism in my work.

Finally, is it normal practice for the Ombudsman's Office to send ‘working paper’ materials
(i.e. drafts) to the press, which your office has already done? Also, | have received copy of
the PSC Chairman'’s letter indicating that the draft report has already reached his office. You
have basically already tarnished my image without allowing me to defend myself. In fairness
| intend copying this letter to the Trading Post and to the PSC whom | know have already
received copies of your draft report.

Thank you for the opportunity to present to you and to your office my response on the draft
report.

Yours faithfully,
Vanuatu Investment Promotion Authority

mﬁ

— — ¥

Howard Aru
Chief Executive Officer

2/3
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OF TRADE

GOUVERNEMENT DE LA REPUBLIQUE DE VANUATU

GOVERNMENT OF THE REPUBLIC OF VANUATU :?‘-.
SERVICE DU COMMERCE, DE L'INDUSTRIE, aiAR
ET DES INVESTISSEMENTS g e
DEPARTMENT Wi
OF TRADE, INDUSTRY AND INVESTMENT d T
Appp Dl XKD
o it rather 4
s 26" July. 2001
Mr. George PAKOASONGI
Chairman
Pubiic Services Commission U R G
PPrivitte Mail Bag 017 NT
Puort Vila
Fax 206381
Dear Mr Pakoasongi,
Re: WORKINCG PAPER ON "ALLEGED ATTEMPTED FRAUD AND BRIBERY (F
GOVERNMENT OFFICIALS BY THE ISRAELI MONDRAGON GROUP"
I uchnowledged with gratitude copy of your communication to the Ombudsman of 17"
July. 2001 in respect to the above captioned matter
I have also had an opportunity to glanced and had an in-depth analysis on the
Ombudsman's findings and which 1 write 1o confirm the following -
! The reguest 1 made io Mr. Stefan MANDEL 1o aswist the Government and th!.':
Vanuatu Foreign investment Board ( VFIB) was done purely in “good faith”
facilitate the Chief Executive Officer's of the VFIB travel to Dublin to aﬂcnd an
i nportant training which would cnormously benefit the VFIB as a new Institution of
Government
Although the Vanuaru Government had agreed to meet part of the CEQ's attendance
ai the Dublin Workshop and the fact thau the Institute had already accepted Mr
Howard ARU's participation at the workshop. it hecame incvitable that we could not
tind the funds w0 pay for his course fees which was a pre-requisite to facilitating Mr
Aru's umely entry into the Republic of Ireland and likewise attend the said course.
lhe financial support extended by Mr Mandel to assist the VFIB Chief Executive
(fficer was again done and undertaken in good faith without any favor or with any
sinngs atached t it as 1 believe Mr. Mandel also realizes the imperance of the
ts un:ng and particularly the benefits and advantages the VFIB would generate from
this important training oppottunity.
3 1 PEL R aphis Tt ST SLeNH. gy 258
Santy POBox 2% Tk S7) 4ROT
R R Ty
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Ncedless to say, the initial Mondragon Group's applicaion to the VFIB Board
Mueting in July of 2000 was processed by the Secretariat and considered by the
Hoard in the same transparent manner as other inveslmem projects and there was no
favor or personal support attached 1o it rather that the merits and the economics of the
project which lead to the Board approval in principle pending a full fledge submission
and break down of the projects the Company may wish to begin implementing in
Santo.

1 wish to confirm and reiterate once again that the funds paid to the Institue o
favilitate Mr. Howard ARIJ'S participation were paid directly to the Institute and not
through Mt. Aru as the report may have indicoted.

On the financial support paid to Mr. Emil MAEL, it was apparent that the ground
w.rk relating to conducting awareness and provide information 10 the respecuve Jand

ownera in Big Bay in view of keeping the land owners fully informed and aware of

the various components of the project was a fundemental part of Mr  Mael's
responsibilities as Principal Lands Officer and formerly |lead of the LUPO project.

Wi Mael had already spent some considerable time and effort in the Big Bay Bush
arca and iven his knowledge on the land issues and his involvement in the project
coupled with the fact that the Depaniment of lands was not in a positien financially 10
continue to assist in facilitating his visits to the Bush. upon consultation with me. T
sunsequently wrote a leiter to Mr. Mandel on the imporiance of the work Mr Mael 15
undertaking in refation to the proposed Rig Ray project and the fact thar it wiil no
doubt assist the investment in facilitating to a large extent the land lease 1ssues which
w.is paramount to finahzing the entire land lease 1ssues and which | confirm 1s sull
the case nday

| he funds pasd to Mr. Mael's account were principally to assist in his visit o Sanro
ard whera a breakdown is attached in the report- where he established important and
useful consultations with the appropriate land owners and Chiets in respect o rhe
propased invesiments being proposed by the Mondragon Group.

Ve Madei's acceptance to assist Mr Emil Mael was on the basis of fuctlitating and
accelerating the entire land leasc issucs which to date 15 vet to be completed leading
10 1he impasse and the dirticulties surrounding the Mondragon propesal 1o establish
bt siness in Santo for that matier,

Apain the [unds requested by Mr, Mael were remitted directly to his personal account
vin the National Bank of Vanuaty and further withdrawn Mr. Mael prior to his visit 1o
5S¢,

It s worth mentioning that the financial assistance granted to Mr Mael was done in
geod laith by Mr. Meandel to basically ensure that initial work and other techmcal
preparations for the Big Big project are implemented according to the laws and
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regulations of Vanuatu and does not necessarily represent the Mondragon Group as
Ivir. Mandcl was appointed by the Group to be their liaison with Vanuatu in regards to
the project undertakings and it is in his view that the facilitation of the project be
given some priority so as 10 ensure that necessary requirements are done and fulfilled
in time to allow the proposed investment to begin as soon as possible, Let alone the
fyct that the Israeli's have been coming to Vanuutu since 1999 without any substantial
developnient to the project due to the bad newspaper publicity they are receiving and
coupled with the long and unwarranted bureaucratic delay the systern sorts of imposes
upon them for that matter.

Fnally. as this letter is also being copied to the Honorable Ombudsman for his
information and action, § wish to associate my views with yours in suggesting thar
purhaps the Ombudsman should likewise obtain the views of Mr. Stefan MANDEL
first and foremost as an opportunity to have the record straight before publicly
releasing the findings and the recommendationy of the report.

Finally, should the Ombudsman's report and the Public Prosccutor establish that |
[ace immediate disciplinary action by the Public Service Commission, I write Lo
confirm that 1 am willing to abide by the rules of the game and that a cournt of law
must at the outset prove that 1 have done wrong in this regard, otherwise my right as
enshrined in the Constitution of the Republic of Vanuatu remains fundamental.

[ sincerely hope and belicve that with the dateline as proposed by the Hon.
Ombudsman for 31 July, 2001 this submission will assist his High Office in

clarifving the issues surrounding the case ance and for all

A .cept dear Chairman of the Public Service Commission. the assurances of’ my
hivhest consideration

Yors sincerely,

._qh
o~ -
Dy
N

7
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Disector

s _[Jupdrtment of Trade. Industry and Invesiment
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¢t- Hon Serge Rialuth VOHOR (MP) - Deputy Prime Minister
- Hon Hannington ALATOA - Ombudsman
- Mr. Georges MANIURI - Director General of Trade
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REPUBLIQUE DU VANUATU REPUBLIC OF VANUATU
SERVICE DES TERRES LANDS DEPARTMENT
PORT VILA PORT VILA
MINISTERE DES RESSOURCES NATURELLES MINISTRY OF NATURAL RESSQURCES
N -O Ref: LD: Date: Wednesday, August 08, 2001
V -¥ Ref: ; s ANA Db
L b + '
APPERDIX ® XX S
Hannington G Alatoa -

OMBUDSMAN OF THE REPUBLIC OF VANUATU

RE: WORKING PAPER GED ATTEMPTED

FRAUD AND BRIEBERY OF GOVERNMENT
FEICI ) ON GROUP

“MY RESPONSE TO THE INQUIRY™

I will respond to the inquiries with regards to the above matter in the following points;

I had requested financial assistance from Stefan Mandel:

Point 1: in “good faith” in order to facilitate the wishes of the investor, the landowners and
the government in order to promote investment development in vanuatu under the
CRP,

Point 2: due to the urgency of the project as it was long overdue and that it requires prompt

action from the government to facilitate awareness meetings and workshops to bring
out the advantages and disadvantages this proposed project may entail,

Point 3: because the department of Lands did not have the funds available to facilitate such
awareness and workshops. The lack of funds under the program budgeting of the
government of Vanuatu under CRP does not cover such facilitation costs, which
leaves no room for the government to undertake such facilitation,

Point 4: in order to facilitate the commitment of the Vanuatu Government to the MOU
(expression of interest) that was signed on 22" July 1999 in London, AND
Point 5: after the VFIB had approved the proposal of the Free Trade Zone in principle. This

requires the government of Vanuatu (through the Department of Lands) to undertake
the feasibility studies at Big Bay and to produce reports on the preliminary findings.

Furthermore,

Point 6: The preliminary studies are a process and thus, it is still going on. Nothing has been
finalised yet so far and it is still yet premature to make any decisions at this stage.
Upon the final surveys then the department of Lands will be in a much better position
to advise the Minister of Lands for his final decision regarding the proposal in terms
of Land Lease. We have not yet reached this stage.

Private Mail Bag 090, Port Vila, Vanuatu
Telephone: (678) 22802 / 24171 /24172 /24820
Fax; (678) 27708
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Point 7: The funds that I had requested from Stefan Mandel was used for the purpose request
of and witnesses to the use of this fund is the Rural Lands Office in Santo, local
Consultant, Chairman of the of the Patunavora Chiefs and the Patunavora Chiefs.

Point 8: The funds fequested from Stefan Mandel was transferred to my bank account at the
National Bank of Vanuatu was because the proposal was prolonged by lack of funds
from the department of Lands and that it was necessary and important to stage the
facilitation under the MOU and VFIB approval. It was seen that transferring the
funds to my account would be much faster in order not to keep delaying the
proposals from the part of the Lands Department.

Point 9: The issue of requesting the fund was resolved in a meeting in 1999 between various
Director Generals and the Attorney General. The Attorney General had advised,
during that meeting that since Vanuatu is in the process of CRP it will be facing
budget problems and if investors wish to pursue investments in Vanuatu, they may
do so and assist with financial assistance as such to facilitate their wishes and the
wishes of the people of Vanuatu because the government does not have sufficient
budget to do so. Furthermore, the program budget of the Department of Lands did
not cater for the facilitation of the Mondragon proposals in Big Bay.

Point 9; Had it not been for the financial assistance from Mondragon and the chiefs,
facilitation of the proposal of the whole project would not have taken place, but
seeing the budget difficulties from the department of Lands, the Mondragon and the
chiefs concerned have decided to assist by way financial assistance.

Point 10: Seeing that the Government had signed an MOU with Mondragon on 22™ July, 1999
and the VFIB approval, it is up to the Lands Department to stage a feasibility studies
and advise the Minister of Lands for his final decision. As a government officer. we
have an obligation to facilitate the wishes of the investors, the chiefs and landowners
and the government and therefore, I had seen it fit to persue this study. Seeing the
budgst difficulty faced by the department of Lands at that time and seeking that the
proposal had been delayed for a long time, we had taken steps to seek funding from
Mondragon and at times the chiefs had given their financial assistance as well. Had it
not been for their Assistance, the feasibility studies would not have been done up to
this stage.

Point 11: I had conducted the feasibility studies together with the Lands Department in Santo,
the Environment Unit, the VATT the Conservation Management Volunteer, a Local
Consultant and the SANMA province. | had done this all in GOOD FAITH.

Point 12: The study conducted is a Planning Process, and this process still continues. Upon
final recommendations from the studies, we will then duly advise the Minister of
Lands for his final decision regarding the project proposal in terms of land matters.

Yours Sincerely,

S

Emil Mael S
Principal Lands Officer- Planning and Enforcement Section
Department of Lands
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GOUVERNEMENT DE GOVERNMENT OF
LA REPUBLIQUE DE VANUATU THE REPUBLIC OF VANUATU
MINISTERE DU COMMERCE MINISTRY OF TRADE,
DU TOURISME ET TOURISM AND
DE LA COOPERATION ECONOMIC
ECONOMIQUE COOPERATION

31* July 2001
Your Ref: 3318/0205/114/gm

Mr Hannigton ALATOA
Ombudsman of the Republic of Vanuatu RECEIVED |
Office of the Ombudsman T l
31 JUL 2001 |
Dear Ombudsman, OMBUDSMAN ‘

RE: Working Paper on the Alleged attempted Fraud and Bribery of
Government Officials by Israeli MonDragon Group

T acknowledge receipt of your letter as well as a copy of your report with regard to the above.

While I have no authority as to further processing the report, I wish to offer the following
comments from my perspective as the Director General of the Ministry concerned.

I would not pretend to review the whole report but to highlight/clarify a number of issues
relating to the role of the Ministry of Trade, Tourism and Economic Cooperation which in my
view would need to be taken into consideration by any relevant competent authorities while
considering the report’s recommendations.

The role of the Ministry is to coordinate the formulation and implementation of the
Government’s policy in the area of trade, tourism, investment and economic cooperation.

In this instance, attracting and facilitating foreign direct investment (FDI) into the country
constitute among other a major challenge of the Ministry. While the Foreign Investment Act
provides the legal framework, officials, within the Ministry, the departments and agency
level, retain a margin of discretion. This situation becomes obvious when the Government’s
allocation of resources to the agencies concerned is inadequate. The pressure on officials
increases further when an approval (in principal) has been obtained from the Council of
Ministers. Faced with such circumstances, their decision would be based on their own
professional assessment and judgment and therefore do take some risk which in my view is
normal and accepted as long as the legal framework in force is respected.

Sue Pastal Confidentiel 056 Privare Maill Bag 056
Port Vila, Vamiatu Port Vila, Vanuatu
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Government has and would continue to seek assistance from donors to assist in implementing
the policies of the Government of the day. While Government to Government (ODA)
assistance has become the established practice, circumstances may oblige the government to
request assistance from private sponsors to assist financially in part or in full the process of
advancing a proposal. Such assistance with no strings attached to it is accepted and do not
constitute a breach of any legislation.

In the case at hand, assistance is being sought and obtained from a private sponsor. While the
report has clearly highlighted the circumstances surrounding the events, it failed in my view
to provide an in-depth analysis and most importantly to qualify the facts in question i.e.
whether in the view of the Ombudsman the facts constitute bribery or corruption. Such
analysis or qualification would have shed some light on the facts described and therefore an
understanding of the recommendations.

Assistance provided by private sponsors do not constitute by themselves a crime or an act or
omission prohibited and punished by an Act of Parliament. Tt may lead to breach of legislation
and to crime. However until an act is proven as crime to the satisfaction of a Court of Law, it
is my humble view that serious allegations such as crime, corruption or bribery should not be
mentioned unless the report CLEARLY exposes at least the occurrence of criminal activity
and / or a breach of a legislation condemning/penalising a particular act or omission.
Furthermore the report fails to demonstrate whether the alleged criminal acts influenced the
officers in their decision in favor of the private sponsor/donor and whether the assistance
received was for private and personal benefit.

Finally, I would believe the Ombudsman should be in a position to conclude whether an act or
omission is LIKELY to constitute an act of crime, corruption or bribery as defined by the
legislation in force prior to recommending immediately to the Public Prosecutor to lay
charges and the Police Commissioner to open inquiry and consider filing criminal charges
against the mentioned officers.

Director General

Sac Postal Confidentiel 056 FPrivate Mail Bag 056
Port Vila, Fanwalu Fort Vila, Vamam
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Tuly 237, 2001 |

His Excellency Mr. Hammington Alatoa ‘
Office of the Ombudsman

PMB 081; PORT VILA

VANUATU

By Fax: 013-678-27140
|

i
|
It is with great reservations that I have decided to address you via this letter, especiall
when it involves taxing your valuable time with seemingly trivial matters. In the hop
you will find the tolerance to overlook the intrusion &md in light of the fact that the

matters are not in the least trivial, I am taking the liberty to bring them to Your
Excellency’s attention. '

Your Excellency,

o "=

It has been for quite some time that The Mondragon Cos-operative Society Lid.
(hereinefter “Mondragon™) has been the subject of unwarranted vitriolic attacks by Mr.
Marc Neil-Jones of the Trading Post. Mr. Neil-Jonas has written several articles about
Mondragon, in which he has displaved en alarmingly low degree of journalistic ethics,
falling to meet the most basic tenets of journalism such as contacting us for comment or
vetification of the facts (not even once), let alone the mmch-touted right of reply, which is
the paramount characteristic of @ free and democratic press. Namwally, we have
maintained our dignity by ignoring M. Neil-Jones.

However, Mr, Neil-Jones' contimuous reference to an Ombudsman Report about
Mondragon, as well as recent press articles and correspondence on the subject, have
prompted us to look into the matter. Qur findings are chillingly pointing at a criminal
conspiracy to sabotage Mondragon’s planned 43 billion vatu investment in Vanuatu,

From information we have gleaned it emerges that Mr. Neii-Jones has aligned himseif
with Mr. Modi Kreitman from the Israeli Newspaper “Yadiot Achsronot”, in an
endeavour to assist the latter in the criminal law suit Mondragon haes initiated against it
and against its owners, chief aditor and the two journalists involved, of which Modi
Kreitman is one, Modi Kreitman has since been suspended as an “investigative reporter”
by hit own employers, due to the embarrassment he has caused them. It may also be
worth mentioning that the attormeys for “Yediot Acharonot” have, on several oceasions,
requested that Mondragon remove the owners and chief editor from the law suit; the chief
editor has a previous (suspended) conviction in another major scandal known as the
“listeming devices scandal™.

Mr. Neil-Jones, m cahioots with Mr. Modi Kreitman, seem to have devised a reasonably
clever, albeit criminal piot, whereby, in the spirit of creating a false alibi to piace the

ABRLN41 700 3 isl Brieh Tal.dv' - gg731 Amu-bm
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mnﬁnalawayfmmmnumufﬁ::m,hmthﬁymautmmﬁahem&ym
“legitimize™ the crime, nmﬂymhuﬁhﬂﬂmﬂty“dﬂ:ﬂeﬁon,mwea‘mw:ulﬁ:f’ﬂmt
will reflect the libelous giatements made by both “Yediot Asharonot” a:ﬂ|thﬁdeing
Ppg;whinhwﬂlmnb]summm"Snc?Wemﬂdn*‘

mantns g viarn  This ooyls Saoumih 0.8 2. G, BRIy, S diil ‘
Mr. Nefl-Jones was essigned the task of fabricating a complaint to the
whidimldﬁmbeuudwgmﬂmgm&u'epﬁwpnbﬁﬂy Mondragon,
discouraging membership. in: Mondragen on the one ‘hand and cresting i
Mondragon in’ Vamuat ‘oo the |other hend. To thet end, Mz, ' Neil-J in his own
wmuﬂ,usadmﬂhsedngmmmtdﬂingbmkw 1991, which miraculcus! fell into his
hands, allegedly MWMWMMEMWVMM. M.
NcilJenesuudhisfuﬁlemmiminnlimgl‘nnﬂmmapmupth:plmbymringw.
Mande! and the Phoenix Foundation, For all the ahove reasons end ofhers, we intend to
ﬂgmlypummh&.ﬁaﬂJomsmﬂtheTnﬁngPaﬂhmﬁmeCm. -

Perhaps, with Your Excellency’s pm'misnion,itisﬁmtosetmencmdami@nandahnw
Mesars. NeileJones and Modi Kreitman for what they really are,

The Mondragon Co-operative Society Ltd. was founded and regisiered on
September 16, 1998 and therefore, could not have been involved in any agreement
seven years earlier, regardless of s content, simply because it was't around (see
Annex “A” -~ Notarised Certificate of Formation/Incorporation). On the other hand,
while Mr. Mandel, through his mathematieal skills and experience, lent a hand in
the conceptual design, he only became a member of Mondragon in October 1998
and never held office or any official position in Mondragon.

Furthermore, The Mondragon Co-operative Sociery Lid, was established as an altemative
to the exclusive club of wealthy business people who, for many years, have been sefung
the tone for the sconemic environment. It integrates and amalgamates thousands of small
investors. constituting a socio-economic emfity with substantial capital resources and
economio strength, which empowers them with the ability to influence their future, their
life styles and their socio-ecomomic efviromment, Mondragon will pave the way for
thousands of families to partake and enjoy profis and benefits that, up ic Dow, were
reserved for a privileged class of people with means, while each member will be an active
participam to decisions relating to ipvestments and operating methods, risks and profits
(seq also Aanex “B" — Mission Staternent).

The attached management structure (see Annex “C™), Your Excellency, featurng, inrer-
alia, over 120 lawvers. 4 judges (of which i Ret. Supreme Court Judge), 85 2conomusis,
dozens of medical doctors, sclemtists and the most diverse range of professionals from
around the werld, should attest to the crestivity, viability and contribution the Mondragon
mroject can bring towards the development and integration of Vamuzy into the 217
Century,

Finally, Your Exocellencv, Mondragon will consist of 25,000 families from arcund rhe
world (not juat Israel, as Mr, Neil-Jones ingimuates) whose collective net-worth will be
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$10 billion and whose collective annual consumption (approx. 250,000 consumers) will
be 86 billion Virtually none of these people desire to take wp residenc or live in
Vanuatu (in spite of Mr. Neil-Jones' deceitful propaganda) but owr ghow that
approx. 20% will bulld summer homes (myself inchuded) in which they will spend 1 — 2
mﬂnﬂuam.mmmmmwaﬂbﬂﬁmmmmy(s.WOhMl@qnawnf
m,ﬂnﬂamumtuto$1bﬂﬁ0n+mﬂm$1biﬂiminhﬂuuumﬁmm=, 2.

T othe amdevatoned ¥ Harkesh R dcegeies ot AU 60 Thn AR LCRAS
Tn conclusion, wo trust Your Excellency would not, knowingly, allow w
crinatnally minded individuals to use the High Office of the Ombudsmen 8s 4 platform for
the pﬂ'pmnfhannfammsmbomp, which conld have a disastrous impact on the

a% -8

throughout this lengthy investigation, none of the “subjects” (om our sids) were
ﬁmwnwedurgivmﬁmappnrnm&ymmpiﬁnmddmdthdrpmiﬁmwhichwmld
hmmﬁlymidewEmeﬂminehmidm;wcmmdﬁndﬁ:-wﬂlItﬂw
seems paradoxal, that while the “fabricators” have been given advanced previews of the
draft docyment, the same “subjects” have so far been denied that opportmity.

With the utmost respect and consideration,
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* The State of Isracl

The Ministry of Labor and Welfare
The Department of Cooperative Associations

« === Certificate of registration of a Cooperative Society

Nmb& nfﬁ:e Society 57-003490.0 T *

Ti:i;is'to certify thaf,-_"lh*, o 1 S 0 e e i

Hﬁndmgnn Cooperative Sociaty Lid.

Was incorporated and registered as a Cooperative Society according to
The Ordinance of the Cooperative Societles on: 16.09,98

Issued in Jerusalem by the undersigned
17-09-98

Hebrew date

23 Elul 5758

Signature

Uri Seligman, Advocare
The registrar of Cooperative Societies

T1o0
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His Excellency, Mr, Hannington Alatoa L_I: [‘f“%ﬂ

The Office of the Ombudsman

PMB 081, PORT VILA
VANUATU

AppEnDIY " XXE

By Fax; 015-678-27140
31% July 2001
Your Excellency,

Thank your kind fax your office sent to me today.

T am awaiting receipt of your draft report (working paper), should Stefan Mandel
agree to share same with me,

Unfortunately, the assumptions on which the report is based are incorrect. Stefan
Mandel is a private person and his past and present actions do not relate, in any way,
to Mondragon and it is most regretful that Mondragon was connected with his affairs.
Mondragon is a co-operative society under my management, with institurions and
dozens of fimctionaries, but Mr. Mandel is not one of them. He is not an office holder
of the Mondragon Co-operative Society. Mondragon belongs to 2100 participants
including 4/judges, 110 attorneys, hundreds of businessmen and dozens of journalists.
The society is under the jurisdiction of the Registrar of Co-Operative Societies in
Israel, whose status 1s that of a District Court Judge.

Any association between Mr, Mandel's actions and those of the Sogiety, is incorrect,

The only dispute between the Securities Authority atd Mondragon was over the
\ application of the Securities Authority for an injunction to prevent Mondragon from
“making an offer to the publi¢” without an approved prospectus.

However, seen as the Registrar of co-operative societies, under whose jurisdiction
Mondragon falls, is of the same opinion as the ample legal advice we received ffom
our many attorneys (over one hundred attorneys and four judges are members of the
Society), namelv that Mondtagon’s activities do not require a prospestus, we
challenged the Securities Authority in the courts and until the court’s decision is
handed down, Mondragon has not been impaired from continuing its activities exaetly
in the same manner as before.

Additionally, the Movement for Quality Govemnment, of its own accord, requested the
Attorney General to initiste an investigation into the alleged suspicion that the
Chairperson of the Securities Authority, Attorney Miri Katz abused her position. The
movement claims that Katz abused her authority in conducting an investigation
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against the Mondragon Co-operative Society. pursuant to the Securities Law, and
acted within a nonflict of interest in this context, whilst operating in breach of trust as
a public servant.

The Movement for Quality Government, subsequently, also filed a Supreme Court
Application against the Securities Authority, The Movement alleges that semor
members of the Securities Authority complained that the Chairwoman of the
Securities Authority, Miri Katr, the sister of the editor of the Yediof Aharonot week-
end supplement magazine who is being sued by Mondragon, acted improperly in
initiating the case against Mondragon and is suspected to have broken the law.

There are 1.5 million Israelis who are members of co-operative societies and not one
of them has been requested to issue a prospectus for the admission of new members to
the Society. Furthermore, should the covrts decide that the Securities Authority was
correct in ifs confention regarding Mondragon’s activities requiring a prospectus,
Mondragon could easily do so.

The Securities Authority tried to amive at an “out of court” arrangemens with
Mondragon, but we refused. The proceedings being conducted, are civil proceedings
and not a criminal one and accordingly, it is only a technical matter.

In regard to 2 bond for the purchase of 45% of the shares in Air Vanuatu, at the time,
we arranged for 2 guarantze/performance Bond, through an American Imsurance
Company. However, the negotiations were unsuccessful and the Bond was returned t0
the American company and, naturally, it is no longer in our possession.

A
With decnést consideration,

-~

AvrEdelman
gcrelary Guneral
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Re: Vanuatu Trade Agreement with Mondragon Group
PRIVATE AND CONFIDENTIAL

Att Mr. Alfred Maho

Director of Leadership Code

Office of the Ombudsman

PMB 081, Port Vila, RECE'VED
Republic of Vanuatu 23 JUL 2001
08-07-2001 OMEUDSMAN
Dear Mr. Maho, .

Re: Vanuatu Trade Agreement with Mondragon Group

Attached are the court documents you requested. and which are in the public domain.
On the front page, in Hebrew, 1s written the essence of the court case. No.1 & No. 2
are the chairperson of the Israeli securities Authority and the ISA itself as claimants
against Ne.1 - Mondragon and No. 2 — EDCI, which is the investment arm of
mondragon.

In big letters it says: REQUEST FOR TEMPORARY INJUNCTION in accordance
with clause 56d to the securities law-1968.

Then, there is an explanation for the injunction request. including the fact that the ISA
is handling a criminal investigation against both on suspicions that they offered shares
in thetr Vanuatu project without a prospectus. which have to detail all the facts and
the risks etc.

On the top left side, in hand writing, the judge signed, writing that his decision is to
grant the request. :

[ hope you find this useful.

[ would appreciate it if vou could inform me of any developments in you
investigation.
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August 5, 2001

To

His Excellency Mr. Hannington Alatoa

The office of the Ombudsman of The Republic of Vanuatd
pPMB 081 Port Vila, Vanuatu

Tiax, » 678-27140

vour Iixcellency,

RL. Mondragon Co-pperative Sogiety LTD
Your letter of August 37 20

On behalf of my client. Mondragon Co-opeta live Society LTD,, L have been asked to reply 10
you as follows:

L, Much to my astonishment neitier Mr, Mandel, not the secretary-general of my client
has received a copy ol vour initial report Y¢t. Allow me also to take this opportunity
and to ask you 1@ send me a copy of the complaint that iriggered your jnvestigation.

We do not disassoclate ourselves trom Mr. Mandel, therefore the use of cynicul

language was unealled for, The yruth of the matter is hat Mr, Mandel has never held a
position :n Mondragon, nor Wwas he among the 73 founders of Mondragon
(p-operative gociety LD, However, Mondragon does nave business Ties with other
companies, anc of which hes Mr. Vandel as s MD. This is how he could participate
in our delegations t0 Vanuat. AS you can se€ there is a simple explanation 10 all your
wonders. By the way, We have never claimed as you say. that Mr. Mandel is not @
member of the group, quite the opposite (see MY client’s letter dated July 23 but thas

he does not hold any official pasition 10 \iondragon! 1'm sure you can see the
difference.

(2

.3

Mondragon has never approached the public wath an offer to join its ranks. This issue
lies in the healt of out dispule with the Istaeli Securities Authority, We wo uld have
thought that being 40 official of 4 Rule = (f — Law state a8 Vanuaty, you would be
ohle to see the difference between a claim and 4 decree or a judgement. Our activity 1§
backed by some of e leading Jurists 10 {gracl, including a former supreme-court



judge. By the way. we never objected the injunction thal was imposed on us by the
court and it was grantad with our approval

Mondragon has never issued any financial girarantee bond. let alone a falsified one.
My client 1s not a bank or a financial institution. and can not issuc bonds of any sort.
When it was asked, Mondragon approached a recognized financial institution, came up
with securities, and was given the bond. If vou have any proof that the bond was
falsified, or if you can refer us to any source for such a proof, please provide such
information to us, in order to allow us to file a complaint with the Israeli police and
the I'B.L, as the peaple who had provided us with this bond reside in both in Israel

and in The UL.S.A.

Just to put your mind at case, when my client recently lodged a iender to buy the “Bel
Mal" farm. it presented a certification {rom a leading [sracli bank, Bank Iia’Poalim
L1D, a copy of which is hereby attached, as to its financial capabilities.

Mondragon is certainly a genuine investor as you pul it. We don't know what sort of
“proof” you need for that, but I can assure you that our doings and dollars will follow
our mouth, and will make ail the difference in Vanuatu.

Mondragon does not know what “illegal activities” you reter w0 Mr. Mandel, but I can

assurc you that no such activity has heen brought to Mondragon’s attention.
Mondragon is committed to law-abiding activity, and will continue 1o do so.

Awaiting vour reply and a copy of the complan and initial report.

Sincerely Yours. '
{ MG

Thtob Harkavy, Advecate
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Messars
KPMG.
Port Vila |
Vanuatu |
Attention: M_“;.ﬂﬂlﬂﬁg_ﬁ
DEAR SIR,

!
II 1
| REF, LETTER OF REFERENCE
|
|
As per your requqlst and with the consent of Messrs. MONDRAGON COOPERATIVE LTD. (Reg.no.

7.003450-0), we are pleascd to advise you that the above-fuentioned cooperative has been e
saspectable and 29od custamer af our Branch since 29.03.2000.

The Cooperative's accounts are being maimained in good order, 1 the Bagk’s fill satisfaction ard
commitments are Le&ngl met promyptly as agreed.

The Cucpamﬁve’% ‘Management is well-regarded, rellable and of good business integeity.

We are of the uplgiun that MONDRAGON COOPERATIVE LTD. Would not enter into any
crieagersent tha 1} is nov able to comply dutifully. We therefors believe that the Cooperative bas the
means and the financial backing to undertake a projest coating US § 1,750,000 (one million, seven
hundred atd ffty lhousaud US Daollars),

‘This letter of mfu!fmm is given in good fath merely as a courtesy, hesed on the Sabject’s past dealings
and/or record with us. Notring hereio sonteined shall abligate the Bank to extend any banking facilities
1y the above mentioned customer, 0O shall 7t impose on the Bank and its officers the responsibility for

any 1058 10 any PErsen actng or reftaining from acting s a result of anything herein contained.

|
|
! YOURS FAITHFULLY,

| BANK HAPOALIM B.M.
SHAUL HAMELECH BRANCH

| cill ey -
| A EIROM M

T A LA



