FOUNDERS® AGREEMEMT
UKRAINTAN- AHERICAN LIMITED LIABILITY COMPANY

"SALVAGE METALS UKRATNA®

Article 1
THE FOUNDERS AND FORMAT IOM

1.1. The Ukraintian Founders:

(i) Welding Rezearch !n5T1TuTE_ of fThe Ukrainian Academy ofF
Science, also known as 'Pann Institute®: legal address:
Bozenko str. 11, Kiev, Ukraine,

I:'i‘l] "MOLHIA® Company - Small State ODened Entaerprisza, registerad
in Mikolaev, legal address: Artileriyskaya str., 19, MNikolayev,
Ukraine:

l.2. The U35 Foundear:

Corporation “CONSORTIUM SERVICE MANAGEMENT GROUP -"C.5.M.G" of
Texas, legal adress - 701 CCHWE, Morth Tower 500, N.S5horeline,
Corpus Christi, Texas, TB4T1, USA.

have agreed to act as Founders of & Limited Liability Company,
referred to as “The Company®, to be establishad in accordance with
Ukrainian Law and for the purpose and the terms herein set forth.
Az Founders, Ukraimnian Founders amnd &merican Founder are the
original shareholders.

Article 2
OURATION
The duration of the Company shall be parpefual.

Article 1
FURPOSES ANMD FIELDS OF ACTIWITY

The broad commercial purpose of the Company is pramotion of new
industrial technologlas of natals galvage, processing and
reprocessing of used netal objects, sale, marketing, distribution,
trade, export of scrap amnd reproduced metels products.

The scope of business activity shall be specified in the
Conpany " Statute.

Article 4
HEA&ME AMO THME LEGAL ADDRESS OF THE COMPANY

The name of the Company shall be:

"SALVAGE METALS UKRAINA®




The legal addrezs of the Company fis:
Bozenko street, 11, Kiev, Ukraine:

Article 5
LEGAL STATUS OF THE OOMPAMY

5.1. The Company i5 established as a Limited Liability Company
in accaordance with The Law af Ukraine On Business Associations,
i.@. a company which has a capital Fund divided infa parfs, the
tizes of which are set out by constituent documents of the Company
(the founders agreement and The Company's STatute).

Article &
CAPITAL FUND AND PERCENTAGE INTERESTS

6.1. The Capital Fund af the Company iz one million (1000,000)
of Ukrainian karbovanetz ("UK"- the lawful currency of Ukraine).
This Capital Fund 15 divided inte 3 parts (shares) and consists
aofrespective contributions of the four founders. The Ffounders
respective contribution: t¢ the initial Capital Fumd shall be:

1) Paton Institute shall provide 100,000 UK, which tshall be
10% interast in the Company;

11) "MOLNIA® Company =hall pravide 400,000Ff UK, which shall be
40% interacst in the Company:

iit) Corperation "C5MG" shall provide in USD a sum which is
equivalent to 500,000 UK in accardance with the official axchangs
rate announced by the Matiomal Bank af Ukraine on the date of
Eign1ng af this Agreement, which shall be 50% interest in the
onpany ;

B.2. The Company shall increase its Capital Fund after
starting operations subject to decicion of Founders’ Assembly.
A1l main assets of the Company such as salvage equipment or real
gstate (industrial buildings) acquired hy the Company and fimanced
by credits in USD or UK, as well as assets acguired through
capitalization of Company profits shall be contributed to the
Capital Fund.

B.3. Changes in valuation of assets contributed to the Capital
Fund and additional investments on the part of the Founder: im form
of providing additional Working Capital subject to Decisions of the
Board aof Directors shall have no affect to the initial shares
distribution set forth in Thiz Agresment.

B.4. Up to the tine of registration of the Company, sach of the
Founders is abliged to invest no Yess than 30% of the Investmant
specified by the founding documents and the investment 15 confirmed
by documents issued by a banking imstitution.




6.5, A founder who has paid his investment in full 45 given a
certificare to this effect by the Company.

Article T
FINAMCIHG OF THE COMFANY BUSIMESS

7.1. The Company shall apen, pursuant to the Law of Ukraine the
following bank accounts:

1) a UK account in one of the local Banks;
i1} a USD account in one of the local Banks;

111) a hard currency account in one of the first class European
or U5 banks, referred fo as "Foreign bank account®, for tha purpose
of funding equipment, operating and ather nesscecary husiness
expances and to function as a receiving account far the purpase of
depasiting the firrevocable letters of credit from the sale of
salvage metals amd reproduced metals to the world marketsz. This
account the Company s5hall open after receiving license from the
Hatiomal Bank of Ukraine.

1.2. The Company cah us& part of the assefs dnvested info the
Capital Fund to cover part of the office expenses costs umtil first
profits appear.

7.3, "CSMG" shall provide financing up to an aggregate amount up
to five million USD (§ 5000,000) of the operations 1lsted herefin:

1] to purchase in US of metal salvage equipment;

ii) to purchase salvage objects (used ships, railway cars,
others) and scrap until first profits appear;

iti) to provide marketing for the Company in the World Market:

i¥) fto pay +the costs of expertise to organise proper
management of salvage operations;

¥) to pay the costs of acquiring export licenses:
YI) to provide training of the personnel;
¥YII}) to cover other operational expences that the Fuonders

consider nassecary.

7.4, Thix financing =hall be in form of a Toan to wchich the
Company will ba a debtor, with loam to be provided by one of US or
European Commercial Banks.

7.5, A1l the founders shall provide working capital to the
Company until first profits appear, These investments shall not be
regardad ag contributrions to the Capital Fund, but the Company’s




accountant office shall keep frack of all the expenses of the
founders related to 1ts operations; tThe amocunt of actual
investments in form of working capital shall be taken into account
at the first dividend’s 49t butiomn.

7.6, The Company shall ship part of its salvage metals ta the
Ukranian metals plants: for reproducing in exchange for reproduced
metals and export both salvage metals and reproduced metals fto
world market at the best average prices attainable .

Article 8,
SECURITY OF THE COMPANY DEET

8.1. Immideatedly after obtaining of fThe registration
certificate of the Company Ukranian Foundars shall adress the
appropriatr Government authorities of Ukraine and o the National
Bank of Ukraine and g¢btaine special license for operating the
Fareign Bank account in the Company name, to handle operations
raeferred to in the paragraph 7.1. of this Agreement;

4.2. The U3 Founder =hall retaine one of “the big six"
accounting firms to oversea the Foreign bank account pperations.

8.31. The Ukraniam Founderz c=hall =zeek to abtaine from the
Government of Ukraine a written document, guaranteaing fthe
following:

50% of the Salvaged Metals are to be so0ld to the World Markeft
for the hard Currency with the remainig 50K shipped fo the Ukranian
Metals Plants for reproducing with the right of the Company to sell
itz share of the reprodused Metals to the World Market for hard
currency. the Company shall have the right fo 1ncrease fit'sz
periéntage af metals ta the Ukraine Metal Plants if payment from
the sale of reproduced metals 1s received 45 days from the Date of
shippment of salvaged metals from the Company salvage operations fo
the UPkraine Hetal Plants. ln the event The Ukraine Metals Flants
are unable to reproduce the metals and pravide reproduced metals in
agreement with the Company’s specifications of swuch Reproduced
metals within a period of &0 days: from the date that the salvaged
mefals ara shipped fo the Ukraine Metals PFlants, then the Company
shall have the right to sell all salvaged metals to the worid
market for hard currency until such time as the Ukraine Metal
Plants can deliver the reprodused metals to the Company 1in a perfiod
of 45 days from the Date the zalvaged metals are shipped from the
Company salvaga cperations.

8.4, A1l the zalvage metals hardware acquired by the Company and
payed for from the dabt assefs shall be put under collateral up to
the date af the final zettlement of Credit.

B.5, On the Condition of the Recepfion of the Hard Currency
Credit of $5000,000 for the pericd of 38 manth The Company shall
pay monthly to the Creditor beginning with the date of the First
payment and each month there after from the zale of salveged metals
or reproduced metals the sum of $131,579%. Im the event of a




Different Sum of Credit is received, which is due to be repaid
monthly, this swm shall be calculated as fthe division aof the
current sum aof Credit on the date of the final settlement of Credit
nanth by month.

Arfticle 9
PROFIT OF THE COMPANY AND ITS DISTRIBUTIOM

9.1. The Company s5hall keep books and records concerning all
profits, losses, income, expenditures, assets and liabilities.

9.2. Profit of the Company affer all allocations fo the State
Budjet if any shall be the Compeny property. The prafit and loss

distribution batween the Founders after full repayment of TtThe
Credit shall be propartional to their respective investments to the

Capital Fund, provided that all contributions to the working
capital also shall be refunded.

3.3, The Profits of the Company shall bhe counted for in
geccordance wWwith fthe -EI:I'.'DIJT"'IQ FEgIﬂﬂT'IﬂFIE effective 1im Ukraine,

though financial statements prepared in accordance With Amearican
accouting standarts shall be prepared.

Article 10.
INSURAMCE FUMD AND LIABILITY OF FOUNDERS.

106.1. The insurance fund is created by the Company at the amount
of 25 twenty five percent [25%) of the Capital Fund.

I0.2. The Company will be T1iable to the demands of creditors to
the extend all 1ts property and assets, but founders are 1iable
anly within the 1imits of their investments,

Article 11.
FOUNDERS OELIGATIONS AS TO STARTING SALVAGE OFERATIOME

11.1. Ukrainiam founders will Take common &fforts in order to
provide for the Company:

i} pravide The salvage operations location with nessecary
alements of industrial infrustructure in a form of 1nvestment of
another party to be invited or on the terms of the lease ;

ii) purchase and support of supplies for dismantling and aa1va?e
of vessels, boats, raflcars and ofher objects for salvage as well

as scrap metalon the lewel of Z00,000 tons per year per salvage
apgeration location annualy and at prices which include all shipping

costs not to exceed 20% of the actual reszale export price received
by the Company from the salvaged anmnd reproduced metals salEs.




11.2. The US Founder will take efforts im arder to provide for
tha Company:

i} purchaze and shipment to Ukraine of salvage operations
equipment payed by the Credit assets;

11) hard currency financing for purchase of the objects subject
to uti1lization during the initial pariod af the Company operarions,
but such operational expenses shall pot exceed, calculated per unit
of salvaged or reprodused products for sale by the Company, 18% of
the gross salvaged metals export price, recelved by the Company.

iii) marketing and sales To the World market of the Company
producte at highest but competitive prices availible;

i¥) traiming of the Compamy personnel 1f nessecary.

Article 12
GEMERAL RIGHTS AMD DUTIES OF THE FOUMDERS

12.1. Founders =hall have rightz and obligations pursuant
articie L1 of the Taw of Ukraine “On Business Associations®.

Article 13
CONCESSION OF A& SHARE IM THE CAPITAL FUMWD,
PAYMENT OF VALUE OF PROPERTY AT THE TIME OF WITHDRAWAL
OF A FOUMIDER, LEGAL SUCCSESSORS.

13.1. Any Founder may, with the agreenent of the other Founders
concede his share (part of it) to one or several other founders and
also to the third parties. [f the a third party is invited to
participate in the Company then the share redistfribution shall

effect only UYkrainian Founders, but the amount of the US Founder
interest in the Company (50%) shall not be effected.

13.2. The transfer of the share (or part of it) to third
PEFF1E5, PEYIEHT of value af ﬂFﬂPEFTI at the time of withdrawal of
a Founder from the Company and the legal succsessors {(heirs} of a
Founder entering are subject to regulation by Articles 53,54.55 of
the 1w of Ukraine "0On Busines:s Assocltations™.

Article 14
GOYENING BODIES OF THE COMFPANY .

14.1. The Founders chall ereate governing bodies aof the Company

pursuant to Ukrainian legislation: Founders assembly, Board of
Directors and Audit Commirry.

i4.2, Founders Assembly shall be convined once a month in person
of by telephone conference. Founders shall elect Chairmam of the
Founders assembly who will bear fthe title "Precident of the
Company®™ and will ke the highest officer of the Company.




14.3. Bpard of Directors shall consist of up to ewight members;
U5 Founder on his part and Ukrainian Founders on their ?ur+ thall
designate egual number of Directors and the Company will conclude
a confract with sach of the Directors, Two members of the Board of
Directars [one on Ukrainian part and one on US part) zhall be
appointed as Directors General. Directors General shall manage
every day operations of the Company and w111 mot be authourised to
fund without the EBEpard of irectars approoval assets which

accordin o the &xXchange rate anmounced By thae Bank of UEraine
auceed $500, muppt for every day operational expenditures.

Article 15
AREBITRATION.

A1l disputes that may arise between U5 Founder and Ukrainian
Founders shall be subject t& l1itigation at the Internaticnal
Commercial Arbifration in Stockholm.

Article 16
FIMAL CLALISES

16.1. This Agreement c£hall be effective from the date of its

sighning by the Founders. From this date all ofher documents
[correspondence, protocals of intent] shall not he effectiva.

16.2. This Agreement shall be executed in 3 counterparts 1in
English and 3 counterparts 1a Ukranian, esch of which shall be

deenad an original, but in case of any misunderstanding the Englich
text will prevail.

IN WITMESS WHEREOF, the parties hereto, acting through their
duty authorized reprefentatives, have EEEEEd thisz Agreement to he

executed on their behalf as of this S 7% day of March, 1993,

CONSORT TLM = MANAGEMENT GROUP
I f . A
Donald Robbins

Leonid Volgin
# .|l ' gl
'_'HELHII' CORPANY

=

—l_'_'-'_
By g._}:.-"" Viadimir Yassiliew
!




