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l. INTRODUCTION

1. Guaracachi America, IncGuaracachi Americd, a company incorporated in the
United States of America, and Rurelec pgRufeleg, a company constituted under the
laws in force in the United Kingdom (togetheéhe Claimant3, hereby institute
arbitration proceedings against the Plurination#htes of Bolivia Bolivia, or the
Governmeny under the 1976 Arbitration Rules of the Unitedtiblass Commission on
International Trade Law (théNCITRAL Rules).!

2. This arbitration claim is brought pursuant to thedty between the Government
of the United States of Americand the Government of the Republic of Bolivia
Concerning the Encouragement and Reciprocal Protecf Investment (th&)S Treaty?
and the Agreement between the Government of theetdingdom of Great Britain and
Northern Ireland and the Government of the ReputiBolivia for the Promotion and

Protection of Investments (th#K Treaty) (togetherthe Treatie$.

3. The Claimants have duly authorized the undersigimednstitute and pursue

arbitration proceedings on their behalf againsiBalunder the Treatiek.

4. As described in more detail in Section 1l belowijsthlispute concerns the

Government’'s 1 May 2010 expropriation of the Clamtsa investments in the power

1 Article IX of the US Treaty and Article 8 of théK Treaty (as defined in paragraph 2 of this Notice
provide that the dispute may be submitted for etéint by binding arbitration in accordance with the
UNCITRAL Arbitration Rules. The 1976 UNCITRAL Arb#tion Rules were revised in 2010; the
revised rules entered into force on 15 August 200 Claimants invite Bolivia to agree to the
application of the revised rules to these procagsdin

For the avoidance of doubt, this Notice of Arbimatdoes not include the Statement of Claim retérre
to in Article 18 of the UNCITRAL Rules. PursuantAaticle 3 of the UNCITRAL Rules, the arbitral
proceedings are deemed commenced on the datedticedf Arbitration is received by Bolivia.

Treaty between the Government of the United StateAmerica and the Government of the Republic
of Bolivia Concerning the Encouragement and Recigir®rotection of Investment, signed on 17 April
1998 and entered into force on 6 June 2@Xhjbit C-17.

Agreement between the Government of the Unitethddm of Great Britain and Northern Ireland and
the Government of the Republic of Bolivia for thefotion and Protection of Investments, signed on
24 May 1988 and entered into force on 16 Febru@80JExhibit C-1.

Powers of Attorney executed by Guaracachi Amdricaon 11 November 2010 and by Rurelec plc on
18 November 201Exhibits C—43andC-44, respectively.



generation sector in Bolivia, specifically Rured0.001% shareholding in Empresa
Eléctrica Guaracachi S.AGparacach), held through Guaracachi America, without the
payment of prompt, adequate and effective compiemsat violation of the Treaties and
international law (th®ispute).

5. In this Notice, the Claimants set out briefly theigdictional and substantive
bases upon which it is entitled to bring these @edings. Specifically, the Claimants
note that:

(@) the Government has taken certain measures andspomreible for certain
omissions (théVMleasure$ in connection with the Claimants’ investments athi
have given rise to a dispute between the ClaimamdsBolivia under the Treaties
(Section I);

(b) the Government’'s Measures have violated the piotectset out in the Treaties
(Section I1);

(c) the Claimants are protected investors with qualdyinvestments in Bolivia

which are protected under the Treaties (Sectiondwjl

(d) the Claimants and Bolivia have consented to atimtmaunder the Treaties and the
Claimants are entitled to initiate these arbitrafwoceedings pursuant to Article
IX of the US Treaty and Article 8 of the UK Treatgspectively (Section V).

6. The Dispute arose on 1 May 2010, the date of tipeogxiation of the Claimants’
investments. Bolivia has been formally on noticehw Dispute since 13 May 2010, the
date on which the Claimants submitted notificatiohshe Dispute under the Treaties to
the Government (thélotices of Dispute® The amicable negotiation periods of three
months pursuant to US Treaty Article 1X.3(a) ang sionths pursuant to UK Treaty
Article 8(1) have elapsed. Despite the Claimantgnsive efforts, the parties have been

unable to reach an amicable settlement of theipiDes

> Notice of Dispute from Guaracachi America Inc Ryesident Evo Morales, 13 May 2010,

Exhibit C-39; Notice of Dispute from Rurelec to President Evorkles, 13 May 201@&xhibit C-40.
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7. In Section VI, the Claimants propose the consbttutrf a three-member Tribunal

to adjudicate the Dispute described herein andesddcertain other procedural matters.
In Section VII, the Claimants set out the detaflshe parties to the Dispute and counsel
for the Claimants. In Section VIII, the Claimantst ®ut the relief requested in these

proceedings.

8. The Claimants reserve their right to expand upan fittual and legal claims,
arguments and evidence they have submitted in tbgept Notice during the course of
the arbitral proceedings.

Il THE FACTS RELEVANT TO THE DISPUTE

A. In the early 1990s, Bolivia implemented far-reachig economic reforms
aimed at developing and modernizing the country

1. In the early 1990s, Bolivia designed a legal framewk aimed at
attracting foreign investment

9. After years of economic instability, at the begmmif the 1990s, Bolivia devised
and implemented far-reaching economic reforms aiatedtracting much needed foreign

investment to stimulate the development and modatioin of the country.

10. In order to attract foreign investment, Bolivia Wged a legislative framework
which provided certain legal commitments to prosipedoreign investors. In September
1990, Bolivia enacted its law on investments, Law N182 (thenvestment Lawy, to
“stimulate” and “guarantee” domestic and foreignvestments in Bolivid. The
Investment Law provided that its guarantees wauldrn, be backed-up by bilateral and

multinational investment treatiés.

®  Law No. 1182, 17 September 1990, published inGheeta OficialNo. 1662 on 17 September 1990,
Exhibit C-2, Article 1.

" Ibid, Article 7.
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11.  In 1992, Bolivia enacted Law No. 1330 (tReivatization Law?® and in 1994 it
enacted Law No. 1544 (tt@apitalization Law® authorizing the acquisition of the assets
and shares of State-controlled entities by theapeivsector through international public

bidding processes.

12. As mandated by the Investment Law, Bolivia undéttan ambitious program of
bilateral investment treaty negotiation and ragifien’® in order to assure foreign
investors that any investments made by them inviolvould {nter alia) be treated
fairly and equitably, would be guaranteed full paiton and legal security, would not be
expropriated without prompt, adequate and effectteenpensation and that, should
Bolivia breach one of these protections, investarald have the right to arbitrate against
Bolivia before a neutral forum. Bolivia recognizéftat it was competing with other
developing nations for foreign capital and thateistynent treaty protection would serve
as an important incentive by establishing whagfiemed to as “a more secure investment

environment for potential investors®.

13. In the years following the enactment of the Priation Law, key industries

under State control, including the electricity sectvere opened up to private capital.

2. Bolivia opened its electricity industry to foreigninvestors

14. In the early 1990s, the electricity sector in Bi@iwas in need of significant
investment in order for it to expand and suppodnemic development. The National
Electricity EnterpriseEmpresa Nacional de Electricidamt ENDE) — the State company

8 Law No. 1330, 24 April 1992, published in tBaceta OficialNo. 1735 on 5 May 199Exhibit C-3.

® Law No. 1544, 21 March 1994, published in tBaceta OficialNo. 1824 on 22 March 1994,
Exhibit C-4.

Bolivia has entered into a broad network of leitat investment treaties, including treaties ernténéo
with Argentina, Austria, Belgium and Luxembourg,il€hChina, Cuba, Denmark, Ecuador, France,
Germany, Italy, the Republic of Korea, the Nethadls Peru, Romania, Sweden and Switzerland: List
of Bilateral Investment Treaties concluded by Bialiwnited Nations Conference on Trade and
Developmentl June 200& xhibit C-33.

Brochure of the Vice-Ministry of Energy and Hydesbons, 199&xhibit C-16, page 7.

10

11
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responsible for all generation and transmission,wadl as some distribution of

electricity — was underfunded and inefficient.

15. Much-needed reforms were adopted through the emattof Law No. 1604 of
December 1994 (thElectricity Law).*? The law established the legal framework for the
electricity sector. It established principles talslize prices and tariffs throughout the
country® and was predicated upon the unbundling of poweeggion, transmission and

distribution activities?

16. The Capitalization Law provided for certain assk&donging to State-owned
companies, including ENDE, to be transferred to mewed (private and State) capital
companies$ociedades de Economia Mixtehich would be injected with private capital
through a process that would involve increasingnitdeed companies’ capital and issuing
the new shares (amounting to a 50% shareholdiregest) to private investors through

international public bidding processgs.

17.  Through the capitalization process, and in accardamith the Electricity Law,
ENDE’s power generation assets were unbundled anded into three separate mixed
companies. One of these was Empresa Eléctrica Gaelia S.A.M™*® (which later

became Guaracach) to which three of ENDE’s thermal power stationsrevtransferred

12 Law No. 1604, 21 December 1994, published inGlaeeta OficialNo. 1862 on 21 December 1994,
Exhibit C-5.

Articles 45 through 55 of the Electricity Laikjd, regulated electricity prices and tariffs.
" Ibid, Article 15.
15 Capitalization LawExhibit C-4.

16 SeeSupreme Decree 24047, 29 June 1995, publishditiBdceta OficialNo. 1886 on 30 June 1995,
Exhibit C-9. See als&Gupreme Decree 24015, 20 May 1995, publishedeiGtteta OficialNo. 1883
on 5 June 199% xhibit C-8, authorizing the constitution of Empresa Eléct@zaracachi S.A.M, as a
company to be capitalized under the Capitalizati@mv and National Secretary of Industry and
Commerce Administrative Resolution No. 02-05342#% Certificate of Registration of Empresa
Eléctrica Guaracachi S.A.M to the commercial registand Administrative Resolution
No. 02-05342/95, 5 July 199Exhibit C-10.

Deed evidencing the conversion of the mixed eamidbmpany Empresa Eléctrica Guaracachi S.A.M
into a private capital company bearing the name fiésgEléctrica Guaracachi SA on 28 July 1995, 18
March 2003 Exhibit C-26.

13

17
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(namely, the Guaracachi, Aranjuez and Karachipamsiaéions, shown on the map

below).

Map of Bolivia showing location of Guaracachi's paw plants®

18. An international public bidding process for theden of 50% of the increased
capital in Guaracachi was launched in 1994 by thmidtty Responsible for the
Capitalization Klinisterio sin Cartera Responsable de Capitalizagithe Ministry).*

Advertisements announcing the bid were placedérinternational pres?.

18 See2009 Annual Report of Empresa Eléctrica Guaraca#hil4 April 2010Exhibit C-36, p.14. The
map also shows the Santa Cruz Co-Generation plaitthvwecame operational in 2009 following the
transfer of two generation units from the Guaracathnt (in order to make room for the new
combined cycle plant commissioned in 2018gelicense granted through Resolution SSDE No.
031/2009, 30 January 200gxhibit C-34. See also2009 Annual Report of Empresa Eléctrica
Guaracachi SA, 14 April 201&xhibit C-36, p.10.

SeeTérminos de Referencia: Procedimientos de Congulieitacion Publica Internacional para la
seleccion de Inversionistas y adjudicacion de kcipcion de acciones a ser emitidas por: Empresa
Corani S.A.M., Empresa Guaracachi S.A.M., EmpresdleVHermoso S.A.M. y la Venta de los
Proyectos: Laguna Colorada, Puerto Suarez as amheéndéuly 1995 (Excerptsgxhibit C-7 (the
Bidding Ruleg, Article 1.1.

20 bid, Article 1.1.1.

19
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19. Pursuant to the Bidding Rules, operators of thegvayeneration businesses being
tendered were requirediter alia, to have five years of experience operating power
generation plants and a net worth of at least US$tillion.*! These requirements were
such that only foreign companies could qualify éotlhe operator.

20.  Through this process, the successful bidder woultkaribe for new shares in

Guaracachi upon payment of a bid price based omahlue it ascribed to the business.

B. Guaracachi America’s investment in the electricitysector in Bolivia

21. A specifically created commission evaluated thesbiat the stake in Guaracachi
and, pursuant to Supreme Decree No. 24047 Atljadication Decre¢, recommended
that Energy Initiatives, Inc., a subsidiary of GPOwer, Inc., be declared the winning
bidder. This entitled it to subscribe for 50% ot tBhares in the newly capitalized
Guaracachi for a cash injection of US$47.1 milféan amount that not only recognized
the value of Guaracachi’'s fixed assets but alsowlee of the business based on
expectations created pursuant to the commitmemtpestections enshrined in the newly
adopted legislation. These shares were issued raGachi Americ&> a corporation
constituted for that purpo¥eand also a subsidiary of GPU Power, nc.

2L Article 5.6.4 of the Bidding Rule&xhibit C -7.

22 Supreme Decree No. 24047, 29 June 1995, publish&hceta OficialN0.1886 on 30 June 1995,
Exhibit C-9.

SeeReceipt evidencing Guaracachi America Inc’s supson to 50% of the shares in Empresa
Eléctrica Guaracachi SAM for US$47.131 million, 28y 1995,Exhibit C-12. See alsd_etter from
Central Bank of Bolivia to the Minister of Capitadition, 28 July 1995, confirming receipt of
US$47.131 millionExhibit C-13.

In accordance with the terms of the Bidding Rutee successful bidder was required to constute
corporation whose purpose was to subscribe totthees in the tendered compaBgeBidding Rules,
Exhibit C-7, Article 2.3 and the Capitalization Contract, 28yJ@B95, Exhibit C-14, Articles 3
(definition of “sociedad suscriptora”) and 5.1.

23

24

% Several years later, GPU Power, Inc merged wititteer US company and, in 2003, sold its interest i

Guaracachi America to Bolivia Integrated Energy itéd (BIE). Presently, Guaracachi America’'s
ultimate shareholder is Rurelec which acquired @4 Gtake in BIE in 20055eepara 25, below, for
the details.
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22. Pursuant to the Electricity Laf¥, Guaracachi was granted 30-year electricity
generation licenses for each of its three poweiosist’ (subsequently extended for an
additional ten-year period with respect to the @uoachi statioff) as well as license

contracts?®

23.  In accordance with the Adjudication Decf8@n 28 July 1995, a “Capitalization
Contract” was entered into by Bolivia (acting thgbuhe Ministry), Guaracachi America
and Guaracachi (amongst other parties). This conmavided for the payment and use
of the sum paid for the share subscription, 90%wvbich was required to be applied

towards capital investments in generation capatitlyin a period of seven yeafs.

24. In 1999, having fulfilled its investment obligat®runder the Capitalization
Contract, Guaracachi America increased its shadétmin Guaracachi to 50.001%As
a result, Guaracachi America owned a controllimdatin Guaracachi and was permitted

by law to nominate five out of the seven membernssdfoard of directors.

% Article 23 of the Electricity LawExhibit C-5.

27 SeeResolution SSDE No. 143/97, 4 December 18%hibit C-15; Resolution SSDE No. 230/98, 18
December 1998Exhibit C-18; SSDE No. 231/98, 18 December 19%hibit C-19; Resolution
SSDE No. 232/98, 18 December 198&hibit C-20; and Resolution SSDE No. 233/98, 18 December
1998,Exhibit C-21.

2 Resolution SSDE No 199/2007, 25 June 2@Xhjbit C-31.

?  Seelicense Contract for Power Generation at the Guaaai Plant between the Superintendent of

Electricity and Empresa Eléctrica Guaracachi SAD2tember 199& xhibit C-22; License Contract
for Power Generation at the Aranjuez Plant betwibenSuperintendent of Electricity and Empresa
Eléctrica Guaracachi SA, 27 April 1998xhibit C-23; and License Contract for Power Generation at
the Karachipampa Plant between the SuperintendeBleatricity and Empresa Eléctrica Guaracachi
SA, 27 April 1999 Exhibit C-24.

%0 Adjudication DecreeExhibit C-9, Article 3.
81 Capitalization Contract, 28 July 19%5xhibit C-14, Articles 5.1 and 8.

%2 35ee2009 Annual Report of Empresa Eléctrica Guarac&hi 14 April 2010,Exhibit C-36, p.57
showing Guaracachi America’s ownership of 1,679,4Bdres out of a total of 3,358,284 shares, i.e.
50.001%.
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C. Rurelec’s investment in the electricity sector in Blivia

25.  Rurelec, through its 100% subsidiary Birdsong OeassLimited®® acquired an
interest in Guaracachi in 2005 through the acdarsibf Guaracachi America's parent
company, Bolivia Integrated Energy Limite®IE).3* As a result of this acquisition,
Rurelec holds a 50.001% interest in Guaracitheld indirectly through its 100% stake
in Birdsong Overseas Limited, BIE and GuaracacheAoa, as illustrated in the diagram
below.

Empresa Electrica Guaracachi, S.A.
OWNERSHIP STRUCTURE

RURELEC PLC

100%

BIRDSONG OVERSEAS LIMITED

100%

BOLIVIA INTEGRATED ENERGY
LIMITED
(“BIE")

100%

GUARACACHI AMERICA INC.

50.001%

EMPRESA ELECTRICA GUARACACHI
SA.

% Certificate of Incorporation of Birdsong Overséamited, 7 December 200Exhibit C-29 and Share

Certificate evidencing Rurelec’'s 100% stake in Bimdg Overseas Limited, 8 December 2005,
Exhibit C-30.

Certificate of Incorporation of Bolivia IntegrateEnergy Limited, 22 August 200Exhibit C-25;
Share Certificate evidencing Birdsong Overseas teids 100% stake in Bolivia Integrated Energy
Limited, 29 June 200%:xhibit C-35; and Share Certificate and Share Register evidgnBblivia
Integrated Energy Limited’s 100% stake in GuaracaAcherica, 11 December 200Bxhibit C-27.

% See 2009 Annual Report of Empresa Eléctrica Guarac&#hi 14 April 2010,Exhibit C-36, p.57
showing Guaracachi America’s ownership of 1,679,4Bdres out of a total of 3,358,284 shares, i.e.
50.001%. See also Receipt evidencing Guaracachi America Inc subsioripto 50% of Empresa
Eléctrica Guaracachi S.A.M for US$47.131 millior8 2uly 1995 Exhibit C-12 and Share Register
and Certificates of Empresa Eléctrica GuaracachiNg. 1995,Exhibit C-6.

34
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D. Guaracachi’'s power generation capacity increasedgificantly through
substantial investments sponsored by the Claimants

26. The investment targets set out in the Capitalipatidontract were greatly
exceededThrough their investments in Guaracachi, the Clain&ave been the largest

investors in new generation capacity in Bolivia.

27. When the Capitalization Contract was executed iB519%Guaracachi had only
nine old technology “Frame 5” gas turbines, fivealdiuel (gas and diesel) turbines and
one aero-derivative gas turbine installed in th&0B9and early 1980s with a total
installed generation capacity of 248 megawas\j). In 1996, an investment of US$65
million was made to acquire two new “Frame 6FA” dgasbines. These new turbines
were commissioned in 1999, increasing Guaracadsiseration capacity by 142 MW
(over 55%).

28.  Further investments of approximately US$110 milllmave been made over the
last four years, increasing Guaracachi’'s capaciyab additional 185 MW. This
additional new capacity resulted from the addittdmine gas engines and a third “Frame
6FA” gas turbin€® Moreover, the combined cycle gas turbine projeotnmenced in
2007 and due to be completed in 2010, alone resuitan investment of approximately
US$68 million — the most ambitious and importanivpogeneration project in Bolivia to

date®’

29. These investments, sponsored by the Claimants ghrdabe reinvestment of
Guaracachi’s returns and the foregoing of dividend®gre encouraged and fully
supported by the Governmeft.

% 2009 Annual Report of Empresa Eléctrica GuaracashExhibit C-36, pages 11, 22.

87 2008 Annual Report of Empresa Eléctrica Guarac@sh Exhibit C-32, pages 7, 22, 25. This project
was initially contemplated in Guaracachi’'s originmiwer generation licensege Resolution SSDE
No. 143/97, 4 December 19%xhibit C-15, Annex A.

¥ See, e.g.Resolution SSDE No. 232/98, 18 December 1888ijbit C-20.
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30. Moreover, the Claimants ensured that GuaracachikviBn management was

trained and empowered to undertake project devedoprthereby facilitating the transfer
of technology and know-how to Bolivia. Together wibuaracachi’'s management team,
the Claimants pioneered the methodology for ohtgintarbon credits under the UN
Clean Development Mechanism and the negotiatiofomiard sale contracts for those
credits in order to underpin the value of the caredi cycle gas turbine project and

strengthen Guaracachi’'s cash flow and credit positi

31. As a result of these significant investments oher past 15 years, Guaracachi is
more technologically advanced and its generatiggaciéy 2.5 times greater than it was
before Guaracachi America first invested in 1998a@cachi has grown to become the
largest power generator in Bolivia with over a dhof the effective capacity in the
national interconnected electricity system undepwnership.

E. Bolivia nationalized Guaracachi without providing any compensation

32. On 1 May 2010, President Morales issued SupremereBedlo. 0493 (the
Nationalization Decreg ordering the nationalization of 100% of Guara¢asimerica’s
shareholding in Guaracachi and transferring thésees to the State-owned electricity
company, ENDE?® Neither Guaracachi nor the Claimants receivedaatvwance notice of
this nationalization. Indeed, the nationalizatioaswn open contradiction to assurances

received from the Bolivian Ambassador to the Unk&agdom the previous day.

33. In the early hours of the morning of 1 May 2010 awdhout warning,
Guaracachi’s offices were forcibly entered and poet by Bolivian military personnel
carrying machine guns (see photograph below optbeeises’ intervention that appeared
in a national newspaper). A Government official coumicated the terms of the
Nationalization Decree to Guaracachi’'s General ManaJaime Aliaga Machicao. Mr.
Aliaga and Guaracachi’'s Finance Manager, Marcelan&b Quintanilla, were then

escorted from the premises at gunpoint.

%9 Supreme Decree No. 0493, 1 May 2010, publishebeGaceta OficialNo. 127NEC on 1 May 2010,
Exhibit C-37, Article 2.
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Nationalization of Guaracachi on 1 May 2018I Deber}°

34. ENDE immediately appointed a new General Managésudracachi, Mr. Jerges
Mercado, as well as a new Finance Manager and L&duaisor, in accordance with
Article 3 of the Nationalization Decré&.By the end of the day, the take-over was

complete and Guaracachi’s top management had keewwved from office and replaced.

35. The Nationalization Decree provided that ENDE wouldy for Guaracachi

America’s expropriated shareholding in an amourttdéaletermined through a valuation
process to be carried out within 120 d&y3he Decree provided that alleged liabilities
incurred by Guaracachi — including financial, te@mmercial, regulatory, environmental,

labor and social liabilities — would be deducteshirthe amount of compensatith.

40 See“Analistas y opositores cuestionan la medida aktaEl Deber 2 May 2010 Exhibit C-38. See
also“Guaracachi: inician proceso de arbitrajeds Tiemposl4 May 2010Exhibit C-41.

“l Nationalization Decre&xhibit C-37, Article 3.

42 |bid, Article 2(lIl).

43 Ibid, Articles 2(V) and 5.
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F. The Claimants notified the Dispute and the claim

36. On 13 May 2010, the Claimants sent Notices of Dispunder the Treaties to
President Morales, relevant cabinet Ministers aftNDE.** The letters reiterated the
Claimants’ willingness to seek an amicable settignod the Dispute, within the context,
respectively, of the three-month waiting period @at under Article 1X(3)(a) of the US
Treaty and the six-month waiting period set outermticle 8(1) of the UK Treaty.

37. Since then, the Claimants have attended meetinipstin@ Government in a good
faith effort to resolve the Dispute amicably. Thev@rnment, however, has indicated in
its last meeting that, following its review, it Wiprovide no compensation to the

Claimants?®

. BOLIVIA BREACHED ITS OBLIGATIONS UNDER THE TREATIES AND
INTERNATIONAL LAW

A. Bolivia expropriated the Claimants’ investments wihout prompt, adequate
and effective compensation contrary to the Treatieand international law

38.  Article Il of the US Treaty provides that:

1. Neither Party shall expropriate or nationalizecwered investment
either directly or indirectly through measures &mmbunt to
expropriation or nationalization (“expropriationg&xcept for a public
purpose; in a non-discriminatory manner; upon paym& prompt,
adequate and effective compensation; and in acooedavith due
process of law and the general principles of treatnprovided for in
Article I, paragraph 3.

4 Notices of DisputeExhibit C-39 andExhibit-C-40.

% |t is noteworthy that the process of valuing t@mpensation to be paid for the nationalization of
Guaracachi (mandated by the Nationalization Deconexs) conducted unilaterally by the Government,
without any input from the Claimants. Notwithstamglithe fact that ENDE approved Guaracachi 2009
accounts in April 2010, in July 2010, the new Stanagement of Guaracachi published a tender for
auditors to conduct an audit of Guaracachi’'s 200€ants with the following aims: “identify and
adjust over-valued assets, undervalued liabiliiesprrect appropriations [...]"SeePublic invitation
to tender No. 6/2010, July 201Bxhibit C-42. This exercise, the stated goal of which was tiewr
down assets and increase liabilities, was a thieljed attempt to avoid paying compensation to the
Claimants for the expropriation of their investngent
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2. Compensation shall be paid without delay; beivedent to the fair
market value of the expropriated investment immetirabefore the
expropriatory action was taken (“the date of expain”); and be fully
realizable and freely transferable. The fair markatie shall not reflect
any change in value occurring because the exptopyisaction had
become known before the date of expropriation.

3. If the fair market value is denominated in a&lyeusable currency, the
compensation paid shall be no less than the faikebaalue on the date
of expropriation, plus interest at a commerciagsonable rate for that
currency, accrued from the date of expropriationil uthe date of
payment.

4. If the fair market value is denominated in arency that is not freely
usable, the compensation paid — converted intetineency of payment
at the market rate of exchange prevailing on the dapayment — shall
be no less than:

(a) the fair market value on the date of exprofmmgtconverted into a
freely usable currency at the market rate of exghasrevailing on that
date, plus

(b) interest, at a commercially reasonable ratetif@at freely usable
currency, accrued from the date of expropriationil uthe date of
payment?®

39.  Article 5 of the UK Treaty provides that:

(1) Investments of nationals or companies of eit@entracting Party
shall not be nationalised, expropriated or subge¢temeasures having
effect equivalent to nationalisation or expropaatihereinafter referred
to as “expropriation”) in the territory of the oth€ontracting Party
except for a public purpose and for a social bémefated to the internal
needs of that Party and against just and effeatompensation. Such
compensation shall amount to the market value @f itivestment
expropriated immediately before the expropriation loefore the
impending expropriation became public knowledgejciwbver is the
earlier, shall include interest at a normal comnatror legal rate,
whichever is applicable in the territory of the epriating Contracting
Party, until the date of payment, shall be madehaut delay, be
effectively realizable and be freely transferaBliee national or company
affected shall have the right to establish prompgydue process of law
in the territory of the Contracting Party makinge texpropriation the

4 US TreatyExhibit C-17, Article Il
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legality of the expropriation and the amount of #@mpensation in
accordance with the principle set out in this peaph.

(2) Where a Contracting Party expropriates the tassk a company
which is incorporated or constituted under the iaviorce in any part of
its own territory, and in which nationals or comigsnof the other
Contracting Party own shares, it shall ensure that provisions of
paragraph (1) of this Article are applied to theeex necessary to
guarantee prompt, adequate and effective compensati respect of
their investment to such nationals or companiethefother Contracting
Party who are owners of those shéfes.

40. Through the Nationalization Decree, Bolivia hasrexpiated the entirety of the
Claimants’ investments in Guaracathinamely their 50.001% shareholding interest in
the company, without prompt, just, adequate andcéffe compensation, contrary to
Article 11l of the US Treaty, Article 5 of the UKr€aty and international law. More than
six months after the expropriation of its investimehe Claimants have been informed
that they will not receive any compensation whatsodor the expropriation of their

shares in Guaracachi.

B. Bolivia has treated the Claimants’ investments unfaly and inequitably, has
failed to provide full protection and security andhas impaired them through
unreasonable and discriminatory measures, contraryo the Treaties

41.  Article 1.3 of the US Treaty provides that:

(a) Each Party shall at all times accord to covenedstments fair and
equitable treatment and full protection and seguand shall in no case
accord treatment less favorable than that requoyeidternational law.

(b) Neither Party shall in any way impair by un@asble and
discriminatory measures the management, conduetatpn, and sale or
other disposition of covered investmefits.

42.  Article 2(2) of the UK Treaty provides that:

47 UK Treaty,Exhibit C-1, Article 5.
48 Nationalization Decre&xhibit C-37, Article 2.
49 US TreatyExhibit C-17, Article 11.3.
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(2) Investments of nationals or companies of eaomt@cting Party

shall at all times be accorded fair and equitatdattnent and shall enjoy
full protection and security in the territory oftlother Contracting Party.
Neither Contracting Party shall, in any way, impayr unreasonable or
discriminatory measures the management, maintenaisee enjoyment
or disposal of investments in its territory of watals or companies of the
other Contracting Party. Each Contracting Partyllsbhserve any

obligation it may have entered into with regard itwestments of

nationals or companies of the other ContractingyPar

43. By nationalizing the Claimants’ investments througinecessarily violent means
without promptly paying adequate compensation, \B®lihas acted unfairly and
inequitably in breach of the fair and equitableatneent standard provided under Article
1.3 of the US Treaty and Article 2(2) of the UK éaty, and has impaired the
management, conduct and operation of Guaracachiriéa® investment, and the
management, maintenance, use, enjoyment and disgdRarelec’s investment, through
unreasonable and discriminatory measures, contoafyticle 11.3 of the US Treaty and

Article 2(2) of the UK Treaty, respectively.

V. THE CLAIMANTS’ INVESTMENTS ARE PROTECTED UNDER THE
TREATIES

44. Both Guaracachi America and Rurelec are proteateestors with protected
investments in accordance with terms of the USW@iKd reaties, respectively.

45. The US Treaty applies to “covered investment[s]'hich are defined as the
“investment[s] of a national or company of a Partyhe territory of the other Party*.

Guaracachi America fulfils these US Treaty requigats: it is a company constituted
under the laws of the United States of America wjitlalifying investments made within

the territory of Bolivia, as explained below.

UK Treaty,Exhibit C-1, Article 2(2).
®l US TreatyExhibit C-17, Article I(e).
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46. The UK Treaty applies to the qualifying “investm&htof “companies”
established under the laws of the United Kingdondenaithin the territory of Bolivid?
Rurelec fulfils these requirements: it is a compaoystituted under the laws of the
United Kingdom with protected investments in Badivas explained below.

A. The Claimants are “companies” protected under the Teaties

47.  Pursuant to Article I(b) of the US Treaty, the Udty applies to any “company
of a Party”. Articles I(a) and (b) of the US Treaiyvide that:

(@) “company” means any entity constituted or orpeath under
applicable law, whether or not for profit, and wiet privately or
governmentally owned or controlled, and includesogporation, trust,
partnership, sole proprietorship, branch, joint tuem association, or
other organization;

(b) “company of a Party” means a company constitude organized
under the laws of that Party;

[ ] 53
48. Guaracachi America is a company constituted androzgd under the laws in
force in the State of Delaware in the United StaeAmerica® Therefore, Guaracachi

America is a qualifying company under the US Treaty

49. The protections of the UK Treaty apply to “compaiiief a Contracting Party.
Article 1(d) of the UK Treaty defines “companiesi,respect of the United Kingdom, as:

corporations, firms and associations incorporatecbastituted under the
law in force in any part of the United Kingdom [.>].

50. Rurelec is a corporation incorporated under theslanforce in England and

Wales>® Rurelec is therefore a qualifying company undertt Treaty.

2 UK Treaty,Exhibit C-1, Article 1(a) and (d)(i).
3 US TreatyExhibit C-17, Articles I(a) and (b).
Certificate of Incorporation of Guaracachi Amariac, 13 July 199%xhibit C-11.

® UK Treaty,Exhibit C-1, Article 1(d).
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B. The Claimants have made qualifying investments in &ivia

51. Article I(d) of the US Treaty provides a broad défon of what constitutes an
investment protected by the US Treaty:

(d) “investment” of a national or company means rev&ind of
investment owned or controlled directly or indifgdby that national or
company, and includes investment [sic] consistingaking the form of:

(i) a company;

(i) shares, stock, and other forms of equity pgvation, and bonds,
debentures, and other forms of debt interests conapany;

(i) contractual rights, such as under turnkey,nstouction or
management contracts, producing or revenue-sharaogtracts,
concessions or other similar contracts;

(iv) tangible property, including real property;camtangible property,
including rights, such as leases, mortgages, hk@aspledges;

(v) intellectual property, including: copyrightsdarelated rights, patents,
rights in plant varieties, industrial designs, tgym semiconductor layout
designs, trade secrets, including know-how and idenfial business
information, trade and service marks, and tradeasaind

(vi) rights conferred pursuant to law such as Isgsnand permits.

(The list of items in (i) through (vi) above is ufitrative and not
exhaustive

52.  Atrticles 1(a) and 1(b) of the UK Treaty give a darly broad definition of what

constitutes an investment protected by the UK reat

(@) “investment” means every kind of asset which cepable of
producing returns and in particular, though notlesigely, includes:

(i) movable and immovable property and any othepprty rights such
as mortgages, liens or pledges;

%6 Certificate of Incorporation of Rurelec plc, 18yJ2004,Exhibit C-28
" US TreatyExhibit C-17, Article I(d).

Page 18



53.

(i) shares in and stock and debentures of a cogpnpad any other form
of participation in a company;

(i) claims to money or to any performance undentcact having a
financial value;

(iv) intellectual property rights and goodwill;

(v) any business concessions granted by the Caimga®arties in
accordance with their respective laws, includingaassions to search
for, cultivate, extract or exploit natural resowgce

A change in the form in which assets are investmes ot affect their
characters as investments. Investments made bbdate of entry into
force as well as those made after entry into fettall benefit from the
provisions of this Agreement;

(b) “returns” means the amounts yielded by an itnmest and in
particular, though not exclusively, includes proiiitterest, capital gains,
dividends, royalties and feé%.

Prior to the expropriation of the Claimants’ invasnts by Bolivia, Rurelec,

through Guaracachi America, owned a 50.001% shételgoin Guaracachi, a company
established under the laws of Bolivia.

58

59

UK Treaty,Exhibit C-1, Article 1(a).

Guaracachi America owns a direct 50.001% in Casohi. See Receipt evidencing Guaracachi
America Inc subscription to 50% of the shares inpEsa Eléctrica Guaracachi S.A.M for US$47.131
million, 28 July 1995Exhibit C-12; Share Register and Certificates of Empresa HEtéc@Guaracachi
S.AM, 1995,Exhibit C-6; 2009 Annual Report of Empresa Eléctrica Guaraica#h Exhibit C-36,

at p.57 showing Guaracachi America’s ownership @79,184 shares out of a total of 3,358,284
shares. Rurelec holds a 50.001% interest in Guahadhrough its 100% stake in Birdsong Overseas
Limited, Bolivia Integrated Energy Limited and Gaeachi AmericaSeeCertificate of Incorporation
of Birdsong Overseas Limited, 7 December 20B%hibit C-29 and Share Certificate evidencing
Rurelec’s 100% stake in Birdsong Overseas Limig&@ecember 200%:xhibit C-30; Certificate of
Incorporation of Bolivia Integrated Energy Limite@2 August 2002,Exhibit C-25 and Share
Certificate evidencing Birdsong Overseas Limitet®% stake in Bolivia Integrated Energy Limited,
29 June 2009%:xhibit C-35; Certificate of Incorporation of Rurelec plc, 19y12004,Exhibit C-28;
Certificate of Incorporation of Guaracachi Ameritrec, 13 July 1995FExhibit C-11 and Share
Certificate and Share Register evidencing Bolivigegrated Energy Limited’s 100% stake in
Guaracachi America, 11 December 20B8hibit C-27. Seecorporate structure chart at para 25.
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54.

investments in property, intellectual property aights pursuant to law such as licenses

Moreover, the Claimants investments, through Guaiasi¢ also included

and permits.

55.

The Claimants therefore have made significant imests in Bolivia that fall

within the definition of “investment” under the Hiies.

56.

V.

57.
with US investors through international arbitratiby virtue of Article IX of the US

The Claimants’ investments are thus protected byTtieaties.

THE PARTIES’ CONSENT TO ARBITRATION UNDER THE TREATIES
AND THE UNCITRAL RULES

Bolivia expressly and unequivocally consented tsohee investment disputes

Treaty, which provides:

1. For purposes of this Treaty, an investment despua dispute between
a Party and a national or company of the otheryPanising out of or

relating to an investment authorization, an investtragreement or an
alleged breach of any right conferred, created emognized by this
Treaty with respect to a covered investment.

2. A national or company that is a party to an streent dispute may
submit the dispute for resolution under one offdtlewing alternatives:

(a) to the courts or administrative tribunals af tharty that is a party to
the dispute; or

(b) in accordance with any applicable, previouslyreed dispute-
settlement procedures; or

(c) in accordance with the terms of paragraph 3.

3. (a) Provided that the national or company cameghas not submitted
the dispute for resolution under paragraph 2 (ajbdr and that three
months have elapsed from the date on which theutisprose, the
national or company concerned may submit the désfartsettlement by
binding arbitration:
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() to the [International Centre for Settlementlimfestment Disputes], if
the [International Centre for Settlement of Invesiin Disputes] is
available; or

(ii) to the Additional Facility of the [Internati@h Centre for Settlement
of Investment Disputes], if the [International Qenfor Settlement of
Investment Disputes] is not available; or

(i) in accordance with the UNCITRAL Arbitrationukes; or

(iv) if agreed by both parties to the dispute, tty ather arbitration
institution or in accordance with any other arltibma rules.

[..]

4. Each Party hereby consents to the submissioangf investment
dispute for settlement by binding arbitration inca@ance with the
choice of the national or company under paragrafd) 8), (ii), and (iii)

or the mutual agreement of both parties to theutespnder paragraph 3

@) (iv). [...]°
58. Simlarly, Bolivia expressly and unequivocally conisel to resolve investment
disputes with UK investors through internationdiation by virtue of Article 8 of the

UK Treaty, which provides:

(1) Disputes between a national or company of onati@cting Party
and the other Contracting Party concerning an abbg of the latter
under this Agreement in relation to an investmehnthe former which
have not been legally and amicably settled shaéirad period of six
months from written notification of a claim be subied to international
arbitration if either party to the dispute so wishe

(2) Where the dispute is referred to internaticaritration, the investor
and the Contracting Party concerned in the disptg agree to refer the
dispute either to:

(a) the International Centre for the Settlementmfestment Disputes
(having regard to the provisions, where applicabtehe Convention on
the Settlement of Investment Disputes between Statel Nationals of
other States, opened for signature at Washingtoro®@8 March 1965
and the Additional Facility for the Administrationf Conciliation,
Arbitration and Fact-Finding Proceedings); or

80 US TreatyExhibit C-17, Article IX.
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(b) the Court of Arbitration of the Internationah@mnber of Commerce;
or

(c) an international arbitrator oad hoc arbitration tribunal to be
appointed by a special agreement or establisheéruihg Arbitration
Rules of the United Nations Commission on Inteoral Trade Law.

If after a period of six months from written natéition of the claim there
IS no agreement to an alternative procedure, timeepao the dispute
shall be bound to submit it to arbitration undex #rbitration Rules of
the United Nations Commission on International €raéw as then in
force.G;I'he parties to the dispute may agree iningrito modify these
Rules:

59. The Treaties constitute Bolivia's consent to agtitm. The consent of the

Claimants is constituted and provided by this Natic

60. Through this Notice, the Dispute is duly submitted arbitration under the
UNCITRAL Rules pursuant to Article 1X.3(iii) of theS Treaty and Article 8 of the UK
Treaty. The Claimants notified Bolivia of the Dispwnder the Treaties in their written
Notices of Dispute to the President of Bolivia dasad received on 13 May 2010 and

sought the commencement of negotiations and caiuis for its amicable settleméAt.

61. Despite the Claimants’ efforts, no amicable setdetrof the Dispute has been
reached and both the three and six-month waitingge® following the date on which the
Dispute arose contemplated in Article 1X.3(a) o tHS Treaty and Article 8(1) of the

UK Treaty, respectively, have now elapsed.

62. Guaracachi America has not submitted the DisputieuArticle 1X.2(a) or (b) of
the US Treaty. In addition, Rurelec and Bolivia @aot agreed on any of the alternative
procedures established in Article 8(2)(a) to (cxled UK Treaty to resolve the Dispute

within six months of the written notification ofdlclaim.

61 UK Treaty,Exhibit C-1, Article 8.
62 Notices of DisputeExhibit C-39 and Exhibit C-40.
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63.  Accordingly, the Dispute is validly submitted tdodration under the UNCITRAL
Rules pursuant to Article IX.3(iii) of the US Trgaand Article 8(2), final paragraph, of
the UK Treaty, respectively.

VI. CONSTITUTION OF THE ARBITRAL TRIBUNAL, PLACE,
ADMINISTRATION AND LANGUAGE OF THE ARBITRATION

64. The Treaties do not specify the number of arbiteathat shall constitute the
Tribunal, nor the method for their appointment. docordance with Article 5 of the
UNCITRAL Rules, and in light of the substantial amts involved in these proceedings,
the Claimant proposes that the Tribunal be compo§é#uee arbitrators, one arbitrator to
be appointed by the Claimants one by the Governnagak the President of the Tribunal
to be chosen by agreement of the two party-appsiatbitrators in consultation with

each party within 30 days after the nomination bgiiBa of their party-appointed

arbitrator.

65. The Claimants will notify Bolivia of the appointmenf its arbitrator in due

course.

66. As the parties have not agreed upon the place wherarbitration is to be hefd,

it will be for the Tribunal, once constituted, tetdrmine the place of arbitration pursuant
to Article 16 of the UNCITRAL Rules. The Claimantsopose New York City in the
United States of America as the place of the atiin.

67. The Claimants consider that it would be appropriatdesignate an institution to
provide appointing and administrative services, @uthnical and secretarial assistance to
this arbitration, and will make submissions in tl@spect in due course.

68. The Treaties are silent on the question of thedagg of the arbitration, and the

parties have not reached an agreement on this. iSke€elribunal, once constituted, shall

63 US TreatyExhibit C-17, Article IX.5 provides: “Any arbitration under pgraph 3(a)(ii), (iii) or (iv)
shall be held in a state that is a party to thetadhiNations Convention on the Recognition and
Enforcement of Foreign Arbitral Awards, done at Néark, June 10, 1958.”
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therefore determine the language of the arbitratmoaccordance with Article 17 of the
UNCITRAL Rules. The Claimants propose English angar8sh as joint working
languages of the arbitration.

VIl.  NAMES AND ADDRESSESOF THE PARTIES —NOTICES

69. The Claimants in this arbitration are:

Guaracachi America, Inc.
32 Loockerman Square
Suite L-100

Dover

Delaware

United States of America

and

Rurelec plc

Prince Consort House
Fifth Floor

27-29 Albert Embankment
London SE1 7TJ

United Kingdom

70. The Claimants are represented in this arbitratigntie following counsel, to

whom all correspondence and notices relating wdhbitration should be addressed:

Nigel Blackaby

Lluis Paradell

Gisele Stephens-Chu

Caroline Richard

Freshfields Bruckhaus Deringer US LLP

701 Pennsylvania Ave, NW, Suite 600

Washington, DC 20004

United States

Tel: +1202 777 4500

Fax: + 1202 777 4555

Email: nigel.blackaby@freshfields.com;
lluis.paradell@freshfields.com;
gisele.stephens-chu@freshfields.com;
caroline.richard@freshfields.com
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71. This Notice is served on Bolivia at each of thédwing addresses:

President of the Plurinational State of Bolivia

Juan Evo Morales Ayma

Palacio de Gobierno

Calle Ayacucho esquina Comercio s/n, Plaza Murillo
La Paz, Bolivia

Minister of Legal Defence of the State
Elizabeth Arismendi Chumacero

Av. Mariscal Santa Cruz

Edificio Hansa 4to Piso

La Paz, Bolivia

72.  Unless and until Bolivia informs the Claimants ter addressees for notices and
correspondence relating to this arbitration, thai@ants will continue to address such

notices and correspondence to the addresseestsetpanagraph 71 above.

VIIl.  THE CLAIMANTS’ REQUEST FOR RELIEF

73.  On the basis of the foregoing, without limitationdafully reserving its right to

supplement this request, the Claimants respectfatjyest the following relief:

(@) DECLARE that Bolivia has breached the Treaties mmérnational law, and in
particular, that it has:

(i) expropriated the Claimants’ investments withoutnppg just, adequate
and effective compensation, in violation of Artidi¢ of the US Treaty

and Article 5 of the UK Treaty and internationak|aand

(i) failed to accord the Claimants’ investments faid aguitable treatment
and full protection and security, and impaired thianough unreasonable
and discriminatory measures, in violation of Asidl.3 of the US Treaty
and Article 2(2) of the UK Treaty.
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(b)

(©)

(d)

US880400

ORDER Bolivia to compensate the Claimants for Bolivia’s breaches of the
Treaties and international law in an amount to be determined at the appropriate
stage in these proceedings, in any freely convertible currency accepted by the

Claimants, plus interest until full payment of the award is made;
AWARD such other relief as the Tribunal considers appropriate; and

ORDER Bolivia to pay the costs of these arbitration proceedings, including the
fees and expenses of the Tribunal, the fees and expenses of the institution which is
selected to provide appointing and administrative services and assistance to this
arbitration, the fees and expenses relating to the Claimants’ legal representation,
and the fees and expenses of any expert appointed by the Claimants or the

Tribunal, plus interest.

Respectfully submitted on 24 November 2010

/ L/H [ \ "Léwu-«“‘] w2

FRESHFIELDS BRUCKHAUSDERINGER US LLP
Nigel Blackaby

Lluis Paradell

Gisele Stephens-Chu

Caroline Richard

for the Claimants
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