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WITNESS STATEMENT OF JORGE ADOLFO HERMOSILLO SILVA

1. My name is Jorge Adolfo Hermosillo Silva. I am & Mexican ciizen residing and
originaily from the City of Cerro Azul, Veracruz. I am an electrical engineer by training. At the
present time 1 carry on business as a financial broker. [ have been asked by legal counsel
representing the United Mexican Statés to answer certain questions in connection with & claim
under the NAFTA by Metalclad Corporation ("Metalclad”™) concerning its attempt to establish 2
hazardous waste landfill in the Municipality of Guadalcazar, San Luis Potosi.

2. I have been asked by counsel to describe the corporate structure and identify the
shareholders in three companies that I caused to be incorporated for the purpose of establishing
hazardous waste disposal facilities in Mexico. The following companies were incorporated:

a)  Eco-Administracién, S.A. de C.V. (“Eco™;

b) Descontaminadora Industrial de Veracruz, S,A.de C\V,
(“Descontaminadora™)

and
¢) Eliminacién de Contaminantes Industriales, S.A. de C.V. (“Eliminacion™).

3. With respect to the first company, in May 1991, I applied for and received approval to
incorporate a company with minority ownership by foreign investors. Of the several proposed
names [ submitted, Eco was approved. Eco was incorporated following the execution of a Joint
Venture Apreement on July 25-26, 1991 (Exhibit 1) that would enable Eco to finance and
develop its intended project, a industrial hazardous waste incinerator in the Municipality of Santa
Maria del Rio, San Luis Potosi.

4. The joint venture was between two groups: (1) the “Mexican Group”, consisting of
myself, Jeime de la Fuente Mors, Jose Rodriguez Rodriguez, and Luis Javier Campos
Hermosillo which held 100% of the Series “A” shares of common stock, 51% of the total shares;
and (2) the “American Group”, consisting of Terry Douglas, Reed Warnick, Grant S. Kesler and
Ronald Robertson. The American Group held 100% of the Series B shares of common stock
which amounted to 49% of the shares in Eco. The American Group owned their shares through a
company called Environ Technologies, Inc. (“ETT”) which they had incorporated in the State of
Utah. Twao percent of the shares were put in a trust so that the Mexican Group and the American
Group would have equal voting strength.

5. The American group later sold their shares in ETI to Metalclad and ETI’s name was
changed to Eco-Metalclad. Soon after the ETI shareholders sold their shares to Metaiclad, Tenry
Douglas and Reed Wamick had a disagreement with Grant S. Kesler and left the company.

6. The Joint Venture Agresment set out the different responsibilities of the two Groups. The
American Group was to provide the financial contribution. For example, under the Fourth Clause
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b) 1) of the agreement they agreed to pay § 65,000 USD to Grupo CIMA as “fees for the
environmental impact study..

7. I had met with a number of other potential joint venture partners before entering into the
joint venture agreement with the American Group. They included Peyton McKnight (an investor
from Texas), Tyler Environmental Inc., and the engineering firn of Ford, Bacon & Davis.
Terry Douglas and Reed Warnick were employees of Ford, Bacon & Davis, They introduced me
to Grant S. Kesler, They told me that Mr, Kesler was interested in the project and had the capital
that we required.

8. . Sometime after Eco was incorporated, I suggested to Grant S. Kesler that two new
companies should be incorporated, one in Veracruz and ope in Tamaulipas, for the purpose of
constructing hazardous waste incinerators in (hose states. My reason was that I wanted to reach
a broader market. Each incinerator would have a capacity of about 65,000 tons per year. The
facility in SLP was expected to receive hazardous waste from the center of Mexico, I wanted to
establish a facility in Veracruz to receive waste from the south and a facility in Tamaulipas to
receive wasta from northem Mexico. When I explained my plan to Mr. Kesler, he approved of
the idea. He told me that he thought it was important to show futre investors that we had
additional projects under development. However, development of a hazardous waste incinerator
at San Maria del Rio remained our primary objective during the time that I was affiliated with
the thres companies. In fact, we did very little in the way of work on the other two companies,
and did not apply for the necessary permits.

9. As indicated in Article Five of the deed of incorporation of Eco (Exhibit 2), its authorized
capital was 100 million old pesos, represented by 10,000 common shares, The shares were
divided into two series, A and B, and the deed contained restriction on the sale of the shares. The
shareholders listed in the Transitory Article One were:

Seriez “A”

Jorge Hermosillo Silva 1,900 shares

Jaime de la Fuente 1,700 shares

Luis Javier Campos 600 shares

Hermosillo N

Juan Antonio Rodriguez 500 shares

Rodriguez
Lucia Ratner . 400 shares

Total 5.100 shares
Series “B"
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ETI 4,900 shares
Total 4,900 shares
Total of shares issued 10,000 shares

10. 1 have been asked to identify Lucia Ritner, a Series A shareholder in Eco who was not &
member of the Mexican Group, and to advise whether Grant S. Kesler knew her identity when
Eco was incorporated. Lucia Rétner is the wife of Humberto Rodarte Ramon. Mr. Rodarte
Ramon was the sub-delegate of SEDUE in San Luis Potois at the time that Eco was incorporated.
Grant S. Kesler knew Lucia Rétner was his wife and approved of the issuance of 400 Series A

shares to her,

1. As indicated in the section for Distribution of Profits and Losses of the deed of - .

incorporation of Descontaminadora (Exhibit 3), its authorized capital was 100 million old pesos
representing 10,000 shares. The shareholders were as follows:

\.\ — H

Series “A”

Jorge Hermosillo Silva 2,150 shares

Jaime de la Fuente 2,150 shares

Arturo de ]a Llave 200 shares
Uriarte

Juan Manuel Muiiiz 200 shares
Naverete

-José Raul Antonio 400 shares
Rodriguez

Total ‘ 5,100 shares -

Series “BY

Eco-Metalclad Inc. ) : ’ 4,900 shares

Tota) 4,900 shares

Total of shares issued . 10,000 shares

12. I have been asked to identify Arturo de la Llave Uriarte and Juan Manuel Muifiiz, the
other shareholders in Descontaminadora, and explain why they were asked to join the company.
Mr. Arturo de la Llave is the brother-in-law of Mr. Jaime de la Fuente Mora. He is a lawyer
from Veracruz and is well known in the business community of thst state. Mr. Juan Manuel







