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MEHR PETROCHEMICAL CO.

Dear Dr. Ghalibaf Assl
Chairman of Securities and exchange organization

Respectfully, following the letter no: 136-2/315 dated

99/04/01 and letter no: 136-1/458 dated 99/04/21,

regarding the issues announced by JPCC in the letter No.

107168 dated 04/24/1399 addressed to the Tehran Stock

Exchange dealing with the financial disputes between the

two parties, which resulted from the formula for

determining the price of ethylene, we would like to draw
your kind attention to the following points:

1. According to the Minutes of Meeting signed between
the Managing Directors of the two companies
(authorized Managing Directors of that time), the
amount of outstanding receivables of JPC in the year
1393 was about 90 million Euros.

2. The financial statements of the years 1395, 1396 and
1397 and the explanatory notes of the JPCC and also
the exchanged Audit Approvals, confirm the same
number. (Attachment no:01)

3. Despite the signing of the several Minutes of Meeting
and the agreement to modify the price of ethylene,
JPCC ignored the provisions of the agreements and
consequently submitted a request for the Arbitration in
accordance with Article 28 of the agreement between
the two parties.

4. In the process of the arbitration, Dr. Seyed Jamal Seifi
on behalf of the JPCC, and Dr. Meshkan Mushkour on
behalf of the Mehr Company were introduced as the
party appointed arbitrators of both companies and
then the arbitrators selected unanimously Dr. Morteza
Shahbazinia as the Third Arbitrator (Umpire).

5. The aforementioned issues and the selection of Dr.
Shahbazinia as the Umpire have been mentioned in the
financial statements and explanatory notes of JPCC.

6. The preliminary petition of JPCC was submitted by
; their lawyers to Dr. Shahbazinia, claiming the amount
of 105/196/803 Euros and the amount of 69 million
Dollars, but subsequently, in an unusual way and
several months after the formation of the arbitral
tribunal, JPCC challenged the selection of Mr.
Shahbazinia which JPCC action was clearly against
the Article 32 of the UNCITRAL arbitration rules and
therefore this action was inv Subsequently,
through the referring the ma ppointing body
and concealing the electio T bazinia as the
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Umpire to the appointing body, they succeeded,
contrary to the UNCITRAL rules, in formation of
parallel arbitral tribunal with Dr. Zarkalam as the
Umpire, consequently in an unusual way, JPCC
changed the amount of claims by increasing the
previous amount to 700 million dollars, while even
similar amount to the mentioned amount has never
been registered and announced in their official
financial notes.

It is necessary to mention that, MHPC did not
recognize the parallel arbitral tribunal and beside the
strategy not to participate in the arbitration meetings,
we through the official Statements, repeatedly
mentioned the illegality of the second parallel arbitral
tribunal.

There is no doubt that Jam Petrochemical Company
was a 100% state-owned company at the time of
concluding the arbitration agreement, and since their
did not comply with the requirements of the Principle
139 of the Constitution, in the view of “Dr. Shahbazinia
arbitral tribunal” the dispute cannot be referred to
arbitration and also because the Principle 139 of
Constitution and Article 457 of the Code of Civil
Procedure are described as mandatory, it is not
possible to compromise and make an agreement in
breach of those regulations, therefore any agreement
to the contrary is invalid and ineffective. they stated
that according to the legal principles and legal
regulations of Jam Petrochemical Company, it is not
subject to Principle 139 of the Constitution and JPCC
is not considered a state-owned company, and the
referral of dispute to arbitration was in compliance
with the applicable law. This statement is in a clear
contradiction with JPCC written inquiry No. 2939 / H /
J / 11P dated 16/02/1399 from the General Legal
Office of the Judiciary, because in this letter JPCC
introduced Jam Company as an affiliated company of
the Civil Servants Pension Fund of Iran and the
majority of the board members of Jam Petrochemical
Company is elected by the government, the Ministry of
Cooperatives, Labor and Social Welfare, and therefore
they are currently subject to the law concerning
Prohibiting the Interference of Ministers, Members of
Parliament and Government Employees in
Governmental Transactions Act. In this way, at the
time of signing the Arbitration Agrgement, JPCC were
100 percent governmental any and also
currently, they have introdu irgelf as a person
subject to public sector r
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currency exchange issues, MHPC, in order to | b by 425555 zrhe Jb) @l ohal azmg cslsy codlss o
implement the legal instructions in accordance with il 5 sy il
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tribunal made the award contrary to the Addendum of
the Feedstock Supply Agreement and the invoices =
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considered the payments in Rials of MHPC to JPCC as = i ) ;
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12. As you know well, MHPC is the only company with el S e P
foreign investors located in the region and the el 03503 (e
Government of the Islamic Republic of Iran, beside the y e SaHA oy s pte iSRS Sy B 8 (VT
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second parallel arbitration and the non-acceptance of
the Award issued by the second arbitration, however it
is necessary to emphasize that the second parallel
arbitration issued the award in violation of the
aforementioned rules and regulations and without
considering the legal institute of “set off”.
Obviously, this company will take all legal actions to annul
the award of second arbitration, and the outcome of
JPCC's claimed receivables and also the awards issued by
both arbitrator tribunals will be determined only in the
competent courts and general legal courts, which will take
a many years and time-consuming process. Therefore,
until the finalization of the case, any claim regarding the
certainty of receivables of Jam Petrochemical Company
will be considered as an unrealistic information to
shareholders and investors.

As you know well, one of the obligations of companies
accepted in the Stock Exchange is to provide reliable and
accurate information to investors. Otherwise, they will be
subject to the unpleasant criminal titles enshrined in
Chapter Six of the Securities Market Act.

Base on this, at your discretion, please order to study
properly and if it is possible this letter shall be published in
the Codal system.

It also should be noted that the replies, corresponding to
ned letter and other

'r

- Dr. Jamali, Deputy for Legal Affairs of Securities and Exchange

Organization, for kind information and take needed action.

- Mr. Francesco Mazagati, Managing Director of API, for kind
information.

- Mr. Rabiee, Managing Director of the Persian Gulf Petrochemical
Industries Company, for kind information.

- Board of Directors of the Mehr Company, for kind information.

- Ms. Sabzkar, chief of Public Relations, for kind information.
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( Translation)

Foreign Investment License

Pursuant  to Article (6) of the Foreign Investment Promotion and Protection Act
(FIPPA), and by virtue of the resolutions adopted by the Foreign Investment Board
on March 3, 2005, the Investment License of Alliance Petrochemical Investment
(Singapore) Pte. Ltd (API) of Singapore is confirmed and released, as follows:

Alliance  Petrochemical Investment (Singapore) Pte. Ltd (API) of Singapore is
permitted, in accordance with the Foreign Investment Promotion and Protection Act
(FIPPA) and Its implementing regulations and subject to all the laws and regulations
of the Islamic Republic of Iran, to invest in the project for the production of high
density polyethylene (the Project) with a shareholding proportion of 60% API
and 40% NPC International Lid., under the following terms:

1- The investment of API amounting to US § 136,000,000 shall be imported into
the country in cash, as follows:

a)  equivalent to US 3 40,800,000 for registered share capital;
b)  equivalent to US 3 95,200,000 as financial facilities to the Joint
Venture Company (JV.C).

The a.m. financial facilities shall bear arate of Libor + 2%. The repayment
of the financial facilities shall be made during 10 years out of the economic
performance of the JV.C,;

2- Foreign investor’s dividends, as well as repayment of the principal and interest
of the financial facilities shall be procured and transferable out of the foreign
exchange earnings from the export of the products of the JV.C., whereas
repatriation of the Foreign Capital shall be procured and transferable by way
of purchasing the foreign exchange from the banking system. The foreign
exchange transfers  referred to in this Para shall be authorized by the
Foreign Investment Board;

3- This license is valid for six months as from the date of notification . In order to
maintain the validity of the license, the Foreign Investor is required to import
into the country, during the afore-mentioned period, part of the capital consistent
with the requirements of the Project. The extension of legal protection under the
FIPPA is subject to registration of imported capital of the Foreign Investor by the
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