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MEETING BETWEEN HOPE OF LIFE AND THE TAIWAN

INTERNATIONAL COOPERATION DEVELOPMENT FUND FOR THE

TILAPIA FEED MILL INVESTMENT PROJECT

Date: March 3-5, 2014

Venue: Hope of Life International, Rio Hondo, Zacapa, Guatemala

=

Participants:

For Hope of Life (HOL): Carlos Vargas, Henry, Eddy
For the TaiwanICDF: Ou Wen-kai, Yang Li-ji
For NTOU: Professor Chiang Fu-sung, Mr. Kevin Chen (consultant)

Discussion Summary:

The parties agreed that the project will be a partnership involving private
sector cooperation, established as a joint venture between the
TaiwanICDF and Mr. Carlos Vargas as the representative of Hope of Life
(HOL). As such, the project will be strictly a private business venture
through which both parties provide their own capital and expose
themselves to the risk of capital loss. Grant resources will not to be
considered or provisioned by the Taiwanese government.

Mr. Vargas explained his purpose in participating in the investment
project:

(1) To support the development of the local tilapia industry. Honduran
and El Salvadoran producers have been dumping poor-quality
tilapia, rejected for export elsewhere, onto the Guatemalan market,
which has had the effect of suppressing prices and thereby
damaging local fishermen’s livelihoods. It is expected that the
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project would protect and facilitate the development of the tilapia
industry in Guatemala through the production of high-quality feed at
a reasonable price.

(2) Mr. Vargas’ share of the profit from the project would be contributed
to HOL, thereby helping to support and ensure HOL’s long-term
financial sustainability.

3. The parties agreed that in terms of proceeding with the project, Mr.
Vargas will establish a new company in which the TaiwanlCDF may, after
completing further internal assessment and approval procedures, make
an equity investment of up to 35 percent. Regarding the investment
structure of the company, Mr. Vargas will hold equity of 40 percent and
the TaiwanIlCDF 35 percent, with the remaining 25 percent coming from
three other private investors.

4. In accordance with the TaiwanlCDF’s investment regulations, Mr. Vargas
agreed to prepare and submit to the TaiwanIlCDF the following
documents:

(1) Business Plan;

(2) Sufficient documents for a Due Diligence Report: The TaiwanICDF will
carry out financial and legal due diligence regarding Mr. Vargas’
business and other relevant affairs. Mr. Vargas will gather sufficient
background information on the other three co-investors and provide
this to the TaiwanICDF in order that the TaiwanICDF may also carry
out sufficiently comprehensive due diligence processes regarding
these other three co-investors.

(3) Draft Shareholders’ Agreement, including the rights and obligations,
profit-sharing arrangements, and liquidation and exit mechanisms of
all or specific shareholders of the company.

5. The parties discussed land acquisition for land where the tilapia feed mill
is expected to be constructed. At present, the land is owned by Mr.
Vargas and another landlord, each having 50 percent right of the land. Mr.
Vargas has made a deposit securing the right to negotiate the purchase
of the other share of the land, although the total price of the land remains
under negotiation. Mr. Vargas explained that this land acquisition problem
would be resolved by...
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6. The parties discussed the possibility that the new company may rent or
buy the land for the tilapia feed mill from Mr. Vargas. Mr. Vargas
suggested that the new company might be able to buy the land from him,
which would allow the TaiwanIlCDF and other co-investors to have more
confidence in him and the project, and that the total initial investment of
capital would differ depending on the decision as to which way to acquire
the land. It is suggested that the land value should be based on a fair
appraisal completed by a third-party company assigned by the
TaiwanICDF and that any such arrangements and values should be
agreed before the two parties entered into the investment/shareholders’
agreement.

7. The parties agreed that the new company would need to pay a cost to
acquire medium- to long-term technical support/assistance, discussing
several options as below:

(1) Cooperative technical support: The company could ask a Taiwanese
fish feed mill company to cooperate and provide feed production
skills through some sort of special cooperative mechanism. After
signing a cooperation agreement, the Taiwanese company would be
responsible for all technical support. The company would only be
required to pay the Taiwanese company’s travel expenses, while the
Taiwanese company would have the right to a share of bonuses
when the company started to make profit, based on a previously
agreed percentage.

(2) Hiring of a technical expert: The company could hire a specific
expert to carry out tilapia feed production.

(3) Turn-key solution service: Initially, the company could procure all
machinery from a Taiwanese company and request that the
Taiwanese company provide other services — including design
layout, maintenance, and instruction on the skills needed to operate
such machinery — as part of the procurement contract.

8. The parties discussed the project schedule, agreeing to the following:

(1) May 2014: Mr. Vargas will visit Taiwan to assess companies
designing and selling tilapia feed machinery, and to confirm the
specifications of machinery and a turn-key solution. Mr. Vargas will
also visit the TaiwanIlCDF and sign an LOI for this investment
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project.

(2) June to August 2014: Mr. Vargas will initiate all legal process in
Guatemala and provide to the TaiwanICDF all of the relevant
documents it requires in order to conduct legal and financial due
diligence. Meanwhile, the TaiwanICDF will prepare its investment
project documents and complete the internal processes involved in
reviewing the project, including by having its investment committee
conduct a review and by preparing project documentation for a
board meeting.

(3) September 2014: The project will be submitted to the TaiwanlCDF
board of directors for approval.

(4) October 2014: The TaiwanICDF will sign the shareholders’
agreement with Mr. Vargas and other co-investors.

(5) November 2014 to April 2015: Project implementation will
commence, including the construction of the feed mill; machinery
will be shipped and installed by the Taiwanese company.

(6) May 2015: The feed mill production line will be installed and
initiated.

(7) June 2015: The Taiwanese company will assist in carrying out trial
runs, and undertake the training and skills transfer needed for the
operation and maintenance of the facility.

9. Mr. Vargas stated that he will be an individual investor in the new
company in his capacity as a citizen of the United States, and that his
allocation of any profits made through the project would be donated to
HOL.

10.During discussion of the terms of the protection mechanism for the
TaiwanlCDF’s 35 percent share, and associated voting arrangements, it
was suggested that the president may waive voting during company
board meetings, which would mean that only two of his three directors
would be able to vote, thereby providing a more even balance between
the parties in terms of voting power.

11.Regarding exit arrangements, it was suggested that when the
TaiwanICDF exits the investment, the price determined through equity
evaluation should reflect the average market price based upon the whole
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12.

13.

14.

of the previous year and projected values for whole of the following year.

Mr. Vargas stated that since the TaiwanlCDF’s exit might affect his
majority, any equity transaction or ‘deal’ resulting from such an exit
should only be allowed on a ‘like-for-like’ basis, meaning that a new
investor should only be able to take over the one shareholder’s equity.
The TaiwanlCDF suggested that all parties should negotiate and then
agree to incorporate these issues and/or similar concerns into the
content of the investment/shareholders’ agreement. The TaiwanICDF
further suggested that granting Mr. Vargas the initial option to buy out the
TaiwanlCDF’s share in the event of the TaiwanlCDF’s exit could be
negotiated as a condition of the agreement.

Regarding the profit allocation and liquidation of the new company, Mr.
Vargas suggested that net profits might be re-invested in the company in
order to expand its scale, but also noted that this decision would be
required to be made at shareholder level at a shareholders’ meeting, and
added that if shareholders decided to take out the net profit, he would
donate his to HOL and that this should be specified in the shareholders’
agreement. Regarding liquidation proceedings, Mr. Vargas suggested
that in the event that the company can no longer maintain its operations,
that it be sold as a ‘package’ or by asset, with residual value being
reallocated and calculated by holding share percentage.

Mr. Vargas stated that he will assign his lawyer to prepare a draft
investment/shareholders’ agreement, in accordance with and
incorporating the considerations and/or concerns of all of the co-investors.
The TaiwanICDF requested that Mr. Vargas provide draft documentation
as soon as possible so that the TaiwanICDF is able to review and elicit
recommendations regarding the agreement from relevant departments
within its own organization, e.g. its Legal Affairs Office.
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Carlos Vargas Ou Wen-kai

Hope of Life Division Chief
Lending and Investment Department
TaiwanlCDF
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