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THIS CIRCULAR 18 IMPORTANT AND REQUIRES YOUR IMMEDIATE ATTENTION.

If you are in any doubt as to the course of action 1o be taken, vou should consult vour stockbroker, bank manager, solicitor, accountant or other
professional adviser immediately. If you have sold or transferred atl your ordinary shares in KNM Group Berhad (“KNM or “Company™), you should
at once send this Circular together with the accompanying Proxy Form to the agent through whom the sale or transfer was contracted for transmission to
the purchaser or transferge.

The Notice of the Extraordinary General Meeting of KNM is enclosed together with the Proxy Form.

A shareholder entitled to attend and vote at the meeting is entitled to appoint a proxy or proxies to attend and vote for him. The Proxy Form must be
deposited at the Registered Office of the Company at 15, Jalan Dagang SB4/I, Taman Sungai Besi Indah, 43300 Seri Kembangan, Selangor Darul
Ehsan not later than forty-eight (48) hours before the time set for the meeting or at any adjournment thereof. The lodging of the Proxy Form will not
preclude you from attending and voting in person at the meeting should you subsequently wish to do so.

Bursa Malaysia Securities Berhad (formerly known as Malaysia Securities Exchange Berhad) takes no responsibility for the contens of this Circular,

makes no representation as to its accuracy or completeness and expressly disclaims any liability whatsoever for any loss howsoever arising from ot in
retiance upon the whole or amy past of the contents of this Circular.

KNM GROUP BERHAD

(Incorporated in Malaysia under the CompaniesAct, 1965)
(Company No.: 521348-H)

CIRCULAR TO SHAREHOLDERS
IN RELATION TO THE

¢ PROPOSED JOINT VENTURE ARRANGEMENT BETWEEN KNM INTERNATIONAL SDN BHD
(“KNMI”), A WHOLLY-OWNED SUBSIDIARY OF KNM AND FBM-HUDSON ITALIANA SPA (“FRM™),
WHICH INVOLVES THE FOLLOWING:

- THE PROPOSED ACQUISITION BY KNMI OF 50% OF THE ISSUED AND PAID-UP SHARE
CAPITAL OF A COMPANY (“JVYCO”) INCORPORATED IN JEBEL ALI FREE ZONE, DUBAI,
UNITED ARAB EMIRATES (*JAFZ”) FROM FBM FOR A CASH CONSIDERATION OF EURO 10
MILLION OR EQUIVALENT TO RM45.6 MILLION (BASED ON THE EXCHANGE RATE OF RM4.56
PER EURO 1.00} (“PROPOSED ACQUISITION”); AND

- THE PROPOSED SUBSCRIPTION OF EURO 2 MILLION OR EQUIVALENT TO RMS9.12 MILLION
(BASED ON EXCHANGE RATE OF RM4.56 PER EURO 1.00) EACH BY KNMI AND FBM
RESPECTIVELY NEW ORDINARY SHARES OF JVCO UPON COMPLETION OF THE PROPOSED
ACQUISITION

¢  PROPOSED COMMERCIAL COOPERATION BETWEEN KNMI AND FBM
AND

NOTICE OF EXTRAORDINARY GENERAL MEETING

Prepared by

AVENUE

AVENUE SECURITIES SDN BHD (52

The Netice of the Extraordinary General Meeting of KNM which will be held at Parameswara Ballroom, Level 2, The Mines Beach Resort & Spa, Jalan
Duiang, Off Jalan Batakong, The Mines Resort City, 43300 Seri Kembangan, Selangor Darul Ehsan on 5 October 2004 at 10.00 am., or at any
adjournment thereof, is enclosed together with the Form of Proxy in this Circular. You are urged to complete and lodge the Form of Proxy at the
registered office of the Company at 15, Jalan Dagang SB4/1, Taman Sungai Besi Indah, 43300 Seri Kembangan, Selangor Darul Ehsan on or before the
time and date indicated below or any adjournment thereof. The lodging of the Form of Proxy will not preclude you from attending and voting in person at
the meeting should you subsequently wish to do so.

Last date and time for lodging the Form of Proxy : 3 October 2004 at 10.00 a.m.
Date and time of the Extracedinary General Meeting : 5 October 2004 at 10.00 a.m.

This Circular is dated 20 September 2004




DEFINITIONS

Except where the context otherwise requires, the foilowing definitions shall apply throughout this Circular:

“Act”

“AED”
“AGM”
“ASEAN”
*Avenue”
“BNM”
“Board”

“Bundle™

“Bursa Securities”

“Business Day™

“CCA”

“CDS§”
“CIMB”
“EGM”
“Euro”
“EPS”
“FBM”

“FBM Jebel Ali Manufacturing
Facility

“FIC”

“FZC Law”

“JAFZ"

“IVCO”

“KNM” or the “Company”

Companies Act, 1965, as amended from time to time and any re-
enactment thereof

UAE Dirham, the lawful currency of UAE
Annual General Meeting

Association of Southeast Asian Nations

© Avenue Securities Sdn Bhd

Bank Negara Malaysia
Board of Directors of KNM

The complete components of the air finned air cooler that consists of two
header boxes and finned tubes

Bursa Malaysia Securities Berhad (formerly known as Malaysia
Securities Exchange Berhad)

A day (other than a Sawrday, Sunday or public holiday) on which banks,
licensed to carry on banking business, are open for business in Jebel Ali,
Dubai, UAE, Kuala Lumpur, Malaysia and NHaly

The conditional commercial cooperation agreement dated 21 May 2004
entered into between KNMI and FBM for the Proposed Commercial
Cooperation

Central Depository System

Commerce International Merchant Bankers Berhad

Extracrdinary General Meeting

Euro Dollar

Earnings per share

FBM-Hudson Italiana SpA, a company incorporated in Italy

FBM’s entire business and assets of its Jebel Ali, Dubai manufacturing
facility

Foreign Investment Committee

The rules and regulations of the Jebel Ali Free Zone Authority (as
amended)

Jebel Ali Free Zone, Dubai, UAE
A company bearing the name of FBM-KNM FZCO incorporated under
the rules and reguiations of the Jebel Ali Free Zone Authority (as

amended)

KNM Group Berhad



DEFINITIONS (cont’d)

“KNM Group™ or the “Group”

LT KNM I kL
“Listing Requirements”™

“Market Day(s)”

i ‘NTA! L]
“Products™

“Proposals™

“Proposed Acquisition”

“Proposed Commercial
Cooperation”

¥

“Proposed Joint Venture’

“Proposed Subscription™

“RM” and “sen”
‘CSC,,
“SC Guidelines”

“SS§SA”

“Supplemental SSSA”

“Territory™

“UA.E”

KNM and its subsidiaries
KNM International Sdn Bhd, a wholly-owned subsidiary of KNM
Listing Requirements of Bursa Securities

Any day between Mondays and Fridays (inclusive of both days) and
which is a trading day on Bursa Securities

Net tangible assets
Aircooled heat exchangers including air finned cooters

Proposed Jeint Venture and Proposed Commercial Cooperation,
collectively

The proposed acquisition by KNMI of 50% of the issued and paid-up
share capital of JVCO from FBM for a cash consideration of Euro 10
million or equivalent to RM45.6 million {based on the exchange rate of
RM4.56 per Euro 1.00 as at 2t May 2004)

Proposed commercial cooperation between KNMI and FBM on the
following:-

(i) to manufacture or part manufacture the Products for orders from
the Territory; and

(ii) to jointly and exclusively market the Products in the Territory
Proposed Acquisition and Proposed Subscription, collectively

The propesed subscription of Euro 2 million or equivalent to RM9.12
million (based on the exchange rate of RM4.56 per Euro 1.00 each as at
21 May 2004) by KNMI and FBM respectively new ordinary shares of
the JVCQ upon completion of the Proposed Acquisition

Ringgit Malaysia and sen respectively

Securities Commission

Policies and Guidelines on Issue/Offer of Securities issued by the SC

The conditional share sale and shareholders’ agreement dated 21 May
2004 entered into between KNMI and FBM for the Proposed Joint
Venture

The supplemental agreement in relation to the SSSA dated 13 September
2004 entered into between KNMI and FBM to amend certain terms and
conditions of the SSSA

ASEAN countries and China

United Arab Emirates



DEFINITIONS (cont’d)

“UAE Law” ; FZC Law and any:
(i}  Federal, state, territory or local government legislation, including
regulations, by-laws, declarations, ministerial directions and other

subordinate legislation;

(i) govemment agency or statutory requirement or authorisation
(including conditions in respect of any authorisation); or

(ili) mandatory code of conduct, writ, order, injunction, judgment,
contract, agreement or deed;

of the UAE
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APPENDIX 1

INFORMATION ON FBM

1. HISTORY AND BUSINESS
FBM was incorporated in Milano, Italy as a private joint-stock company under the laws of Italy on 27
QOctober 1992, FBM is principally involved in the sale, design and manufacture of aircooled heat
exchangers, shell and tube heat exchangers, process gas boilers and welded plate exchangers for the oil,
gas and petrochemical industries.

2. SHARE CAPITAL

Authorised and issued and fully paid-up share capital

The authorised and issued and fully paid-up share capital of FBM as at 30 August 2004 are as follows:

Par
No. of shares value Total
Euro Euro
Authorised share capital
Ordinary shares 13,650,000 0.52 7,098,000
Issued and fully paid-up share capital
Ordinary shares 13,650,000 0.52 7,098,000

3. SHAREHOLDERS
The shareholders of FBM and their respective shareholdings as at 30 August 2004 are as follows:

<-=-=- Direct shareholdings ~—-->
Nationality/

Place of No. of
Name incorporation shares held %o
Hameon & Cie (International} $.A Belgium Belgium 12,821,400 23.930
Serge Bonnefoi French 158,600 1.160
Francis Lambiliotte Belgium 10,000 0.075
Thierry Tondreau Belgium 10,000 0.075
Riccardo Manisco talian 158,600 1.160
Giuscppe Gonano Halian 54,600 (.400
Franco Mancini ltalian 54,600 0.400
Gennaro Narali Sora ltalian 54,600 0.400
Giuliano Meazzi Italian 54,600 0.400
Leonardo Presciuttini Italian 54,600 0.400
Giovanni Ricci Itatian 54,600 0.400
Enrico Sironi Italian 54,600 0.400
Vanni Mario Zaccaria Italian 54,600 0.400
Dino Catli Ttalian 27,300 0.200
Pierantonio Brambilla Italian 27,300 0.200

-13-



DIRECTORS

APPENDIX 1

The directors of FBM and their respective shareholdings in FBM as at 30 August 2004, are as follows:

Name

Francis Lambillotte
Riccardo Manisco
Serge Bonnefol

Thierry Tondreau

<-- Direct shareholdings --->

Neo. of
shares held Yo
10,000 075
158,600 1.160
158,600 1.160
10,000 0.075

SUBSIDIARIES AND ASSOCIATED COMPANIES

The subsidiary of FBM as at 30 August 2004, is set out below:

Issued and Effective
Date of paid-up equity
Name incorporation  share capital interest  Principal activities
Euro %o
Fbm lcoss 1974 10,000 100 Manufacturing of pressure vessel reactors,

Srl

vacuum chambers and ultra high vacuum
chambers as well as welded plate heat
exchangers

FBM does not have any associated companies.

FPROFIT AND DIVIDEND RECORD

The audited consolidated financial results for FBM for the three (3) financial years ended 31 December

2003 are as follows:-

Turmover

Profit before taxation and cxceptional items
Exceptional items

Profit before tax

Taxation

Profit after taxation and extraordinary items

<e-wwe= Financial year ended 31 December-..—- e
2001 2002 2003

{Euro 000} (Euro “000) {Euro *000)
76,233 88,567 85,433

1,562 1,262 1,496

(228) 60 (246)

1,334 1,322 1,250

1,217 1,039 1,026

117 283 224

-14-



APPENDIX I

EXPERT’S REPORT ON THE POLICIES ON THE FOREIGN INVESTMENTS, TAXATION AND
REPATRIATION OF PROFITS IN UAE

el T
AFRIDI & ANGELL
Q39 598 () g i
LEGAL CONSULTANTS
P.O. Box 3961
R Abu Dhabi, UAE.
MAK. Afridi P.0. BOX 9371 Tel. (971-2) 627-5134
C. Chakradaran EMIRATES TOWERS - LEVEL 35 Fax. (971-2) 627-2905
Amjad Ali Khan SHEIKH ZAYED ROAD abudhabi@afridi-angcl].com
DUBAI
Charles S. Laubach UNITED ARAB EMIRATES P.0. Box 5925
Bashir Ahmed TEL. {(971-4) 330-3900 Sharjah, U.AE.
Masood K. Afridi FAX (97 1-4) ?3}0-3800 Tel. (571-6) 568-1062
) o E-mail; dubai@afridi-angell.com Fax. (971-6) 568-2336
Haider K. Afridi www.afridi-angell.com sharjah@afridi-angell.com

August 18, 2004

KNM Intemational Sdn Bhd
15 Jalan Dagang SB 4/1
Taman Sungai Besi Indah
43300 Sen Kembangan
Selangor

Malaysia

Dear Sirs:

Re: Advice on the policies regarding taxation, repatriation of profits and foreign
investment in zeneral, in the Jebel Ali Free Zone {the “Free Zone™

The Free Zone 1s attractive to foreign companies because of the various exemptions
from and relaxation of the application of certain U.A.E. laws with respect to operations within
the Free Zone.

There are no income, VAT or property taxes in the Free Zone, and movement of goods
in and out of the Free Zone (other than into the U.A.E.) is not subject to customs duty.
Companies and individuals in the Free Zone are exempted from tax for the period of 50 years,
such period being renewable for similar period upon its expiry. The customs duty on goods
brought into Dubai from the Free Zone is 5% of the invoice value of the goods. Customs duty
exemptions are also available for exports to G.C.C. countries provided the exporter satisfies a
51 percent G.C.C. ownership requirement and the exported goods satisfy a 40 percent local
value added requirement.

There are no currency or exchange controls and no restrictions on the remittance of
funds except for restrictions involving Israeli parties or currency.

Operations in the Free Zone are not subject to the cumbersome Federal and Emirate
licensing and registration procedures applicable to operations in the U.A E. outside of the Free
Zone. Operations within the Free Zone can be 100% foreign-owned and no national agent is
required to be appointed. The companies operating in the Free Zone are not subject to the

Associated Offices:
Afridi & Angell, LLP Rizvi, Isa, Afridi & Angell Afridi & Angeli
New York, N.Y. Islamabad, Karachi, Lahore Shanghai Representative Office
US.A Pakistan People’s Republic of China
firm@afridi.com www.riaalaw.com www.afridi-angell.com.cn
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APPENDIX I

AFRIDI & ANGELL

conirol of the Dubai Municipality or the Dubai Department of Economic Development (the
licensing authority in Dubai outside the free zones). Approval of the U.A.E. Federal Ministry
of Finance & Industry is not required to establish an industrial project in the Free Zone, unless
regisiration under the U.A.E. Federal Industries Law is required (e.g., such registration is
required where a licensee desires to export products on a duty-free basis to G.C.C. countries).
Except as noted in the preceding sentence, the only license required for operations in the Free
Zone is a license issued by the Free Zone Authority. A foreign company wishing to establish a
formal presence in the Free Zone is also required to enter into a lease agreement and has to
physically occupy an office, warehouse or construct on land in the Free Zone, based on its
requirements.

It should also be noted that companies licensed in the Free Zone are not permitted to
have a branch in the U.AE. outside the Free Zone unless they appoint a national agent and
comply with the full Federal and Emirate licensing and registration and other procedures
applicable to foreign companies having operations in the U.A.E. outside the Free Zone.

Very truly yours,

Cefuids 4 Cloacll,

Afridi & Angell

-16-



APPENDIX II1

LEGAL OPINION ON THE OWNERSHIP OF TITLE TO THE JVCO SHARES IN UAE AND THE
EXFORCEABILITY OF AGREEMENTS, REPRESENTATIONS AND UNDERTAKING GIVEN BY
FOREIGN COUNTER-PARTIES UNDER THE LAWS OF UAE

J—al 5 (g amy )il

AFRIDI & ANGELL
=858 ()5 Jlilana
LEGAL CONSULTANTS
P.0. Box 3961
- Abu Dhabi, UAE.
M.AK. Afridi P.0. BOX 9371 Tel. (971-2) 627-5134
C. Chakradaran EMIRATES TOWERS - LEVEL 35 Fax. {971-2) 627-2905
Arjad Ali Khan SHEIKH ZAYED ROAD abudhabi@afridi-angell.com
. DUBAI
Charles . Laubach UNITED ARAB EMIRATES P.O. Box 5925
Bashir Ahmed TEL. (971-4) 330-3900 Sharjah, U.A.E.
o FAX (971-4) 330-3800 Tel. (971-6) 568-1062
M .
2s00d K. Afridi E-mmail: dubai@afridi-angell.com Fax. (971-6) 568-2336
Haider K. Afndi www.afridi-angell.com sharjah@afridi-angell com
_ August 18, 2004
KNM International Sdn Bhd
15 Jalan Dagang SB 4/1
Taman Sungai Besi Indah
43300 Seri Kembangan
Selangor
Malaysia

Re:  Share Sale and Shareholders Agreement in respect of Free Zone Company (the
“Company”) in Jebel Ali, Dubai between KNM International Sdn Bhd (“KNMI")
and FBM-Hudson Italiana SpA (“FBM”) (the “Agreement”’)

Dear Sirs:
We are 1ssuing this opinion in connection with the draft Agreement.

All capitalized terms not specifically defined herein shall, unless the context
requires otherwise, have the same meanings as in the Agreement.

For the purposes of rendering this opinion, we have examined the following
documents:

(a) the draft copy of the Agreement attached to the e-mail dated July 27, 2004 of Mr.
Vincent Chan of Lee Hishammuddin to Mr. Shahram Safai of Afridi & Angell;

(b) the draft copy of the Deed of Adherence in the form attached as Schedule 5 to the
Agreement;

(¢}  the draft copy of the Bank Guarantee in the form attached as Schedule 9 to the
Agreement; and

(d) the draft copy of the Mandate Letter in the form attached as Schedule 11 to the
Agreement;

(collectively referred to herein as the “Documents”).

Associated Offices:
Afridi & Angell, LLP Rizwi, Isa, Afridi & Angell Afridi & Angell
New York, N.Y. Islamabad, Karachi, Lahotre Shanghai Representative (é)gﬂcc O
USA Pakistan People's Republic of Chitia = = opmier
firmi@afridi.com www.rigalaw.com www.alridi-angell. com.cn
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APPENDIX 111

AFrRIDI & ANGELL

Except for the foregoing documents, for the purposes of this opinion, we have not
examined any contracts, instruments, corporate books, intemal, court or public records,
communications or other documents affecting the parties to the Documents or the
Documents; made any other enquiries concerning the parties to the Documents; and not
undertaken any independent investigation, examination, verification or inquiry to confirm
or determine the existence or absence of any fact or facts material to our opinton
contained herein and have rehed solely upon the Documents.

1. Scope of Opinion

This opinion is given only with respect to laws of the United Arab Emurates
(*“U.A.E.”} at the date of this letter. No opinion is expressed or implied as to the
laws of any other territory or jurisdiction.

2. Assumptions

For purposes of this opinion, we have assumed that:

(a) the Documents reviewed in draft form by us will be executed in the forms
reviewed by us;

(b) all signatures on the Documents when executed shall be genuine and authentic;

{c) all necessary corporate, shareholder and other actions will have been taken to
authonze the Documents when executed;

(d)  the Documents will be duly authorized, executed and delivered by all parties
thereto in accordance with applicable laws;

(e) other than the laws of the U.AE., no law of any junsdiction affects any of the
conclusions stated in this opinion;

(3 all certifications, representations and warranties stated in the Documents as to fact
or opinion are true, correct and accurate;

(g)  all formalities and requirements of the laws of any relevant state (excluding the
laws of the U.A.E.) and of any regulatory authority therein (excluding the laws of
the U.A.E) including the consent, approval, authorization or permission of,
registration, recording, declaration or filing with, or any other action by, any
governmental or quasi-governmental authority applicable to the execution,
performance, delivery, validity, enforceability and admissibility of the Documents
will be duly comphied with and shall be in full force and effect at such time;

(h) there are no contractual or similar restrictions binding on the parties to the
Documents which may affect the conclusions in this opinion; and

() the constitutive documents of the Company will not conflict with the provisions of
the Agreement.

-18-
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AFRIDI & ANGELL

3. Opinion

Based upon the foregoing and subject to the qualifications below, it is our opinion
that:

(a) The ownership of title to the Sale Shares of the Company and the KNMI
Subscription Shares of the Company upon its transfer and issuance respectively
will be valid and legal and the execution, delivery and performance of the
Documents will create valid, legal, binding and enforceable rights, duties and
obligations of the parties thereto, and are, in this respect, enforceable in
accordance with their terms against them;

(b}  Under the laws of the U.A E., no party to the Documents will be required to make
any deduction or withholding in respect of any duties, taxes or charges from or
with respect to any payment which it may make under such documents;

(c) Neither the execution and delivery of the Documents nor the performance of the
transactions contemplated under the Documents (i) requires any consent,
authorization, licence or approval of, registration, recording or filing with, or any
other action by, any governmental or quasi-governmental authority of the U.AE.,
except such as has been obtained or made and are in full force and effect, or (it)
violates any applicable law, statute, rule or regulation of the U.AE.;

{d) the choice of the laws of the U.AE. to govern the Agreement, the Deed of
Adherence and the Mandate Letter is valid and binding under the laws of the
U.AE. and will be recognized and given effect to in any action in the courts of the
U.AE.; and

(e the submission by the parttes to the Agreement to the final resolution of disputes,
differences, controversies or claims in connection with the Agreement by
arbitration in accordance with the Intemational Chamber of Commerce
Arbitration Rules with Dubai as the place of arbitration, is valid and binding under
the laws of the U.A.E. and will be recognized and given effect to in any action in
the courts of the U.A.L.

4. Qnualifications
The foregoing opinion is subject to the following qualifications:

(a) our opition under Section 3 (a) and (c) hereinabove is subject to the obtaining of
the no-objection or approval of the Jebel Ali Free Zone Authority to the
transactions contemplated by the parties under the Documents including the
incorporation of the Company; contribution or transfer of the Jebel Ali Business
including the transfer of the lease, employees and fixed assets to the Company; the
sale and purchase of the Sale Shares of the Company; and the subscription to the
KNMI Subscription Shares and the FBM Subscription Shares of the Company;
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AFRIDI & ANGELL

{b) our opinion under Section 3 (e) hereinabove is subject to Article 203 (4) of U.ALE.
Federal Law. No. 11 of 1992 which states that arbitration shall not be permissible
in matters which are “not capable of being reconciled”,

(¢}  we have relied on our understanding set forth below:

(1)  Although we note that the Agreement states, inter alia, under the Recitals
and the Definitions, that the FZCQ is to be formed with FBM as the owner
of the entire share capital of such FZCO, we understand that the proposed
FZCO shall be formed by FBM and a subsidiary thereof nominated by
FBM, and

(2) On the basis of the above understanding, for the purposes of our legal
opinion, we will assume that the FZCQO shall be formed with two
shareholders (FBM and its nominated subsidiary);

(d) the effectiveness of terms exonerating a party from liability or duty otherwise
owed may be limited to the extent that they are unreasonable, unconscionable or
tainted with fraud or negligence;

(e) an obligation that is stated to be “irrevocable” may not be construed as such by the
U.AE. courts;

H except as expressly stated, no opinion is expressed as to matters of fact;

(2 all documentation filed in the U.A.E. courts must be in the Arabic language. In
the case of documentation that is originally in a language other than Arabic,
Arabic translation of the documentation submitted to such courts is deemed to be
the definitive and binding version for the purposes of all proceedings before such
courts,

(h) if the U.A.E. courts decline to give an award in a foreign currency, the award will
be given in an equivalent amount in U.AE. Dirhams;

(1) in order to enforce any security obligation, the underlying debt obligation for
which such security has been granted may need to be established;

) the terms of an agreement may be amended orally by the parties, despite any
provision to the contrary;

(k) this opinion is not to be taken to imply that U.A.E. courts will necessarily grant
any remedy, the availability of which is subject to equitable considerations or
which is otherwise in the discretion of the court;

(1) the expressions “binding” and/or “‘enforceable” as used herein do not mean that
liabilities created by the Documents will necessarily be enforced as a matter of
course and in all circumstances in accordance with their terms;

(m) any provision in the Documents providing that any calculation, certification or
determination will be conclusive and binding will not be effective if such
calculation, certification or determination 1s fraudulent, erroneous on its face or
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made on an unreasonable basis and will not necessarily prevent judicial enquiry
into the merits of any claims by an aggrieved party;

{n)  the courts of the UL A.E. may not accept the calculation of interest due in relation
to any claim where interest is regarded as punitive or onerous;

(0} enforceability of an agreement is subject to rights of debtors under U.A.E. laws
govermning bankruptcy, liquidation, insolvency and similar laws of general
application affecting creditors’ rights;

{p) where any obligations of any person are to be performed or observed in
jurisdictions outside the U.A.E., or by a person subject to the laws of a jurisdiction
outside the U.A.E., such obligations may not be enforceable under the laws of the
U.A.E. to the extent that their performance or observance would be iliegal or
contrary to public policy under the laws of the U.AE.;

(q) in proceedings before the U.AE. courts, a successful plaintiff will not recover its
full legal costs (any such recovery will be nominal, although court fees are
generally recoverable) and the courts may refuse to give effect to a provision
dealing with the reimbursement for or indemnity against expenses in respect of the
costs of enforcing the Agreement;

(1) the severability of provisions in the Agreement is, as a matter of U.A.E. law, at the
discretion of the courts. Accordingly, to the extent of that discretion, we express
no opinion as to the enforceability or validity of such a provision;

(s) enforcement of the rights of the parties under the Documents may become time-
barred or may be or become subject to defences of set-off or counterclaim
depending on the relevant facts;

(t) we express no opinion as to the existence of any lease, sublease, insurance or any
other property or asset purporting to be comprised in the Documents;

(u) the U.A.E. 1s a federal Islamic state that expresses Islamic jurisprudence to be a
main source of legislation. In theory, Sharia law (which, infer alia, prohibits
certain contracts of indemmnity and insurance) could be held to apply in respect of
the Agreement;

(v}  the power of the courts of the U.A.E. to order specific performance or any other
equitable remedy 1s discretionary and, in general, equitable remedies are not
available in cases where an award of damages is considered to be an adequate
remedy;

(W)}  we express no opinion as to the effectiveness of any currency indemnity or other
indemnity, which may be held to amount to a penalty;

(x) we are not qualified to appear in the courts of the U A.E. and are licensed as legal
consultants in the Emirates of Abu Dhabi, Dubat and Sharjah;

(y) the U.AE. is a civil law jurisdiction and the doctrine of stare decisis (binding
judicial precedent) is not followed;

21-



APPENDIX 111

ArrIDI & ANGELL

(2)

(aa)

we recommend that the definitions of the term "Company" and "FZC Law" be
revised accordingly:

(1) Company means the company bearing the name of "FBM-KNM" or such
other names mutually agreed by the Purchaser and the Existing
Shareholder incorporated or to be incorporated by the Existing
Shareholder under the rules and regulations of the Jebel Ali Free Zone
Authority {(as amended); and

(2) FZC Law means the rules and regulations of the Jebel Alt Free Zone
Authonty (as amended); and

we recommend that the following sentences of Clause 23.2 should be deleted:
"The appointing authority shall be the Dubai International Arbitration Centre
(DIAC). The place of arbitration shall be at the DIAC." and the following
sentence added: "The place of arbitration shall be Dubai, U.A.E.".

Benefit of Opinion

This opinion is addressed to KNMI and given solely for the benefit of KNMI in
connection with the transactions contemplated under the Documents and may not
be disclosed or quoted to or relied upon by any other person or for any other
purpose {other than KNMI’s legal advisors), without our prior written consent in
each specific case. The opinion given herein is given as at the date hereof and we
do not undertake any obligation to advise KNMI of any event or circumstance
occurring after the date of this letter that may vary the contents of this letter.

Very truly yours,

Bt & gl

Afridi & Angell
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