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All. | 31 December 2004 31 December 2003
IN EUR IN EUR
A) RECEIVABLES WITH SHAREHOQLDERS FOR PAYMENTS THAT ARE STILL PUE
13 Part which has already been requested - -
23 Part which has not been requested - -
TOTAL RECEIVABLES WITH SHAREMOLDERS FOR PAYMENTS STILL DUE (& 1 -
B} FIXED ASSETS
1y Intangible ficed assets
11 Costs of plant and expansion 257,185 359,750
) Losts of rasearch, development and advertising 2,207 649 3,001,764
31 Industrial patent nghts and rovakties
on the use of anaginal works 1,900 6,178
4y Concessions, licenses, trade marks and similar rights 145,440 304,541
5y Goodwill -
6)  Fixed assets in proaress and advance payments 450,000 -
7 Sundry 30,037 46,900
Tatal intanqible fixed assets (1) 2 3,082,211 3719182
I} Tangible fixed assets
1y Land and buildinas 7,857.141 ¥.310.645
minus: depreciation reseryve {933,021} {862,963)
Total Land and buikdings 6,924,120 6,447,682
23 Plants and machinety 18,609,262 19,069,760
minys: depreciation reserve (4,932,967 [6.419,962)
Total Flants and machinery 13,676,795 12,649,798
3 Tndustrial and commercial equipment
&} Light constructions (o 26,199
minus: depreciation regerve - {11,788)
b) Various equipment 1,124,850 1,458,924
minus: depreciation reserve {512,41G) [640,935)
c) Furniture and intarior decoration 117.642 128,577
minus: depreciation reserve (B0,671) (54.704)
dy Electne and slectronic office machings 187,389 231,788
minus; depreciaticn reserve (176,762) {154,609)
€} ‘Vehicles and breakdown lorties 823,511 1,299.276
minus: depreciation reserve (707,477 {1,018.840)
Indlustrial and commercial equipment 2,253,392 3,144,764
minus: depreciation reserve (1,457,320} (1,920,877
Total Industrial and commercial equipment {3) 796,072 1,223,887
4} Cither assets .
minus: depreaation reserve - -
Total other assets - -
St Fixed assets in progress and advance payments -
Total tangible assets (1) 3 21,396,987 20,321,367
1 Financizl fiwed assets
1] Shareholdings in
a) Subsidiaries 5,009,419 -
minus: devaluation reserve for shareholdings in subsidlaries - -
Total Subsidiaries (a} 4 5,099,419 -
b} Associated companies - 326,743
minus: devaluation reserve for shareholdings in associated companies
Tetal Assoiated companies (b) 5 - 326,743
€1 Parent companies - -
minus: devaluation reserve for shareholdings in parent companies - -
Total Parent companies {¢} - -
d} (ther companies 492,375 -
minus: devatuation reserve for sharehokdings in other companies . -
Total Other companies {d) | 492 375 -
Total Shareholdings {1} 5,591,794 326,743
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S TATEMENT OF ASSETS AND LIABILITIES page 2of 5
ASSETS

All

31 December 2004
IN EUR

31 December 2003
IN EUR

2) Receivables

2l wilth subsidiaries
by 12 months
bevond 12 manths
minus: bad debls reserve

Totat with subsidiaries {a3)

o

wilh assoCiated companies
by 12 months

beyond 12 manths

minus: bad debts reserve

Total with associgted companies (b

wilh parent companies
by 12 months

beyond 12 months
minus: bad debts reserva

fa

Total with parent companies {¢)

d

with cthers

by 12 months

beyond 12 months
minus: bad debts reserve

Total with others {(d}

with affiliated companies
by 12 manths

beyond 12 months
minus; bad debts reserve

o

Total with affilizted companies (e}
Total Receivables (2}
3) Other securities

41 Own shares (compl. nom. value ITL ..}

Tetal financial fixed assets (11)

TOTAL FIXED ASSETS (8 = I+I1+0D)

Ty FLOATING ASSETS

Iy

1

[nventory

1)
b
3
4
7

Raw, ancillary and consumgtion materizls
less obsolete reserve

Contract work 0 progress

Finishad products and goods

Advance payments

a) by 12 months

B) beyond 12 months

Total Advance payments (5}

Totzl Inventory (1)

Rereivables

1

2)

3}

with customers
@) by 12 months
b) beyond 12 months

Total (a+b}
minus: bad dabts reserve for customers
minus: charged delay interests reserve

Total (1}

with subsidiaries

@) by 12 months

B beyond 12 months
minus: bad debts reserve

Total (2}

with associabed companies
al by 12 months

b} bevand 12 months
minug: bad detits reserve

Total (3}

4,000,536
20,069

4,020,605

3,298,267

3,248,267

1,482
28,106

23,588

24,513

#.513

4,020,605

3332368

13

4
15

9,612,399

34,101,597

4,618,909
(350,000

31,658,111

27,699,661

5,243,129

16
17

21,567,509

31,147,295

1B

463,622

463,622

857,591

857,591

26,300,040

37,248,019

19,357,303

19
20
21

15,313,03%

19,313.03%
(984,161}

19,357,303
{484,1613

18,328,878

1,365,098

18,873,142

22

1,365,098

]

1,824,054

1,824 054
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ASSETS All. | 31 December 2004 31 December 2003
IN EUR IN EUR
4 with parent companias
a) by 12 months .
B} beyond 12 months - -
minus: bad debts reserve - -
Total {4} 24 - -
A-bis receivatiles with tax authoritieg
a) by 12 months 285,661 626,152
b} beyond 12 months 132,883 181,198
Total {9-Dis) 25 418,544 807,350
q}-ter deferred tax credit
a) by 12 months 3,273,753 183,753
b} beyond 12 months - -
Totale (4-ter) 25 3,273,753 183,753
51 with others
a) by 12 months 81,887 225,608
b} beyvond 12 months - -
Total {5) 25 81,887 225,608
6] with affiliated companies
a) by 12 months 1,048,199 476,230
by beyond 12 manths
minus: bad debts reserve - -
Total (6} 26 1,048,199 476,230
Totat Receivables (1T} - by 12 months 24,383,476 22,208,535
- beyond 12 menths 132,883 181,198
24,516,359 22,390,137
T Other financial assets
1) Shareholdings in subsidiaries 27 - -
2} Shareholdings in associated companies 28 - -
3} Shareholdings in parent companies
41 Qther shareholdings 29 .
51 Own shares {totat nominal value ITL. ..} 30 - -
6] Other securities 1 - -
Tetal Other financial assets {I1}
IV} Available funds
1) Deposits with banks and postal accounts 32 415,623 734,670
8 Checks kK] . .
3 Cash and values on hand 34 23,243 19,413
Total Available funds {IV} 442 866 754,083
TOTAL FLOATING ASSETS (C = I+11+I11+1V) 51,259,265 6,392,239
D)} ACCRUED INCOME AND DEFERRED CHARGES
a)  Accrued ingome 35 -
b} Delerred charmges
- by 12 manths 164,936 169,182
- beyond 12 months
Total deferred charges (b 36 164,336 163,182
€1 Discounts on loans 36 - -
TOTAL ACCRUED INCOME AND DEFERRED CHARGES (D) 164,936 169,182
TOTAL ASSETS (A+B+C+D) B5,525,798 88,261,082
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LIABILITIES

page 4 of 5

Alh.

31 Decernber 2004
IN EUR

31 December 2003
IN EUR

A) MET EQUITY
1} Share capital
11y Share premivm reserve
1) Revaluation reserve

v

Legal reserve
¥y Reserve for own shares in portfolio

VI

StatUrory reserves

WI1) Other reseryes
a)  Extraordinary reserve
b} Re-invested reserve pursuant to art. 54 D.P.R. 587/73
€] Reserve pursuant to ark. 55 0.P.R. 59773
d)  Resarve pursuant to art. 55 Law 526/82
@) Reserve for purchase of own available shares
) Conversion teserve
g} Conversion difference
h}  Reserve for coverace of Iosses
i} Mergar reserve

Total Other reserves (VI
Y11} Profits (losses) carried over

Xy Annual profit {loss}

7,098,000

120,323

[266,976)

293,588

7,098.000

109,118

(220,087}

293,588

26,612
763,194

(4,172,341}

73,501
550,306

224,092

TOTAL NET EQUITY (A)

37

3,835,788

#,055,017

B) RESERVE FOR RISKS AND CHARGES
1) Reserye for severance Indemnities and similar chligations
2] Tax reserve
a)  taxes
by aliocation for deferred taxes on capital gaing
Tokel tax reserve (2)
3)  Other reserves
a) exchange rate osclilation reserve
by  reserve for contractual risks
¢} reserve for coverage of losses of investee companies

e)  reserve for risks associated with tangible fixed assets
f reserve for coverade of future charges

Totat Other reserves (3)

kL

39
40

181,456

182,266

41

457 B

457,820

266,341

266,341

TOTAL RESERVES FOR RISKS AND CHARGES (B = 1+2+3)

639,276

448,607

€) SEVERANCE [NDEMNITY TO EMPLOYEES

42

4,490,753

4,463,937

D) PAVABLES

1} Bonds
a} by 12 months
b} beyond 12 menths
Total (i}

21 Convertibile bonds
al by 12 months
by beyond 12 months
Tokal {2

3) Shareholders loans
a) by 12 months
b} bevend 12 months
Tetal (1)

4} Debts with banks
ay by 12 months
bl beyond 12 months
Total (4}

51 Debts with other lenders
al by 1 months
b)Y beyond 12 months
Tatal {5)

6)  Advance payments
a) by 12 months
b beyond 12 months

Total (6

43

22,834,438

26,282,662

45

22,834,438

1,836,644
5,862,052

26,282,662

801,233
6,856,921

46

7,698,696

13,353,913

7,458,154

¥.833,033

47

13,353,913

7833033
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LIABILITIES All. | 31 December 2004 31 December 2003
IN EUR IN EUR
71 Debts with suppliers
3y by 12 months 12,591,985 17,363,005
B} bevond 12 months
Total {7 48 12,501,485 17,363,905
) Debts represented by credit insbruments
) by 12 months - -
bl beyond 12 months - -
Tetal {B) 49 - -
9) Debis with subsidiangs
a) by 12 months 2,273,379 -
b)  beyond 12 months - -
Total {8) 50 2,273,379 -
107 Debts with associated companies
al by 12 months - -
b)  bevend 12 months - -
Total (10) 5l - -
117 Debts with parent companies
a} Dy 12 months 25355 744,157
by beyond 12 months -
Total (11) 52 28,355 744,157
12) Tax debits
a) by 12 months 5,711,800 3,886,562
B beyond 12 months
Total (1) 53 6,711,800 3.886,262
13} Debls weith soclal security institutions
a) by 12 months 6,225,062 4,633,059
by beyond 12 months
Total [13) 54 6,225,062 4,633,055
14} Other debts
a) by 12 manths 3,192,559 3,295,051
B} beyond 12 months
Total {i4) 55 3,192,559 3,255,051
15} Debis with affiliated companies
a) by 12 months 1,214,255 3,761,897
b} beyond 12 months
Total {15} 56 1,214,235 3,761,897
TOTAL PAYABLES (D) - by 12 months 7,261,830 68.560,655
- beyond 11 months 5,862,052 6,656,921
76,123,942 75,217,576
E} ACCRUED EXPENSES AND DEFERRED INCOME
al  Accrued expenses 57 436,039 75,945
b} Deferrad income
- by 12 months - -
- beyond 12 mgnths B -
Total Deferred income (b} 58 - -
€)  Agio an loans 58 - -
TOTAL ACCRUEL: EXPENSES AND DEFERRED INCOME (E) 436,039 75,945
TOTAL LIABILITIES AND NET EQUITY (A+8+C+D+E} §5,525,798 B8,261,082
MEMQRANDUM ACCOUNTS
Third party securites pravided as quarantes . -
Third party assets held by our company 1412764 678,305
Cur assets with third parties 543,485 313,784
Legsing committments account - 7740
Swap for currencies dug - 5,916,981
Sold qoods made availabie to customers 582,921 273277
Swap for currencies to deliver - 6,030,603
Suretyships received from third parties - -
Suratyships received Iram assotiated companies - -
Suratyships received from parent company - -
$uretyships received from affilicated companies - -
Suretyships granted to third parties 20,756,933 22,714,728
Suretyships granted in the interest of associated companies 675,000 1,382,000
Suretyships granted in the interest of parent company - -
Suretyships granted in the interest of affihated companies . -
Mortgages on real estate granted to third partles 17,362,500 13,562,500
Flagges on company assets Qranted to third parties - .
Inkerssts rate swap 15,000,000 5,008,000
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Al | 31 December 2004 31 Decernber 2003
N E;U.R IN EUR
AY WALUE OF PRODUCTION
11 Proceads from sales and services
al  Services 56,505,666 87,448,994
by Turnover of subcontractars - -
Total Proceeds from sales and services (1) 54 56,305,666 87,448,994
21 Variations of inventory of products in progress,
semi-finished and finished products o0 -
1 Variation of contract werk in progress a1 [9.57%.750) (8,343,251}
41 Increases in value of fixed assets due to internal works &2 6,630,559 2,496,198
51 Dther revenues and proceeds
2 Sundry proceeds 548,259 1,721,750
b} Sales by conferment . -
) Contributions for operating expenses 46,403 £6.681
Total Other proceeds and revenues (5) 63 584,662 1808421
TOTAL YALUE OF PRODUCTION {a) 54,151,097 82,410,372
BY  PRODUCTION COSTS
6 For raw, anciliary, consumption materials and goods
a}  Purchases of raw materals and accessory cogsts &4 {28,559,950) {32.324,346)
b)  Purchases of consumption materials and accessary e0sts 6 (1,007 .060) {3,545,101}
£} Purchases of minor equipment &6 {1,597 (12,002)
4} Sundry purchases and acoessory costs &7 112,139) (170.240)
€] Purchase of materials for sub-contracts &8 - -
F  Purchases of maintenance materials L] [111,5201 (168,893)
Taotal costs for raw, ancillary and consumption materials and goods (&) (39,792,285) (34,626, 158)
71 For services
a)  Industrial services 70 {10.510,819% (19,583,631}
bl Maintenance services 71 (96,244} (189,002}
¢)  Commercial services 72 (2,240,425 (2,597,465}
d)  Sundry administrative services 73 (1,447,067} {1,670,902)
&) Travel expenses and reimbursement of expenses 74 {B12,752} {884,473y
Total costs of services (7} {15,107 407] {24.925.47%)
8)  Faor usufruct of third party assets 75 {575,049) {811,292}
9 Feor the personnel
al  Salaries and wages {10,885,5943) {12,438,515)
bl Social security expenses [3,195,664) {3.501,299)
¢} Personnel severance indemnity (809.681) (1,031,950}
d) Retirernent treabments and similar obfioations {3,387 {7,379
e} Other costs (108,378} {413,830
Total personnal expenses (9] 76 (15,001,049} (17,392,975)
1) Deprecigtion and devaluation
a) Deprecistion of intangible fixed assets (1,222,599} (1,244,268}
by Depraciation of tangible fixed assets (773,212} (2,076,678}
] Other devaluation of xed assets (lBngible and intangibley - -
db  Devaluation of recervables included among foating assets
allocation to the bad debls resarve for trade credits {300,000) -
Iogsés on trade credits - -
Total {dy (500.000) -
Total Depreciation an«d devaluations (10} 77 [2,495 9114 (3,320,948)
11} Variation of inventery of raw, ancillary,
consumption matenials and qaods 78 {624,.2200 1,332,793
12} Adigeations for risks
2} allecation to the exchange rate ascillation reserve -
b)  alacation b0 the contractual risks reserve {100,000}
¢} allocation to the reserve fior coverage of losses incurred by Investee companies - -
dY  alfocation to the stock ohsolescence reserve {350,000} -
g] allocation to the reserve for risks associated with tangible fixed assets - -
R allgeation o the reserve for coverage of fulure charges {100,000} -
Total Allocations for nisks {12) Fil {550,000 -
13} Other allocations 80
14} Sundry operating expenises 81 {1,315.830) [1,374.371)
TOTAL PRODUCTION COSTS (B} (65,461,751} (81,118,422}
DIFFERENCE BETWEEN VALUE AND COSTS OF PRODUCTION {A-B) (11,310,654} 2,291,950
FROFIT AND LOSS ACCOUNT  page 2 of 3
All. | 31 Decembar 2004 31203
IW EUR IN EUR
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Alk, | 31 December 2004 31 December 2003
IN EUR IN EUR

01 FINANCIAL PROCEEDS AND CHARGES
FINANCIAL PROCEEDS
15) Proceeds from shareholdings
a1 Proceeds from shareholdings in subsidiaries - 1,964,707
b} Proceeds from shareholdings in associated compames - -
] Proceeds from shareholdings in other companies - -
dl  Tax credits on dividends exceading the atiocation to the tax reserve - -

Total Proceeds from shareholdings (15) a2 - 1,964,707

15

ot}

Other financial proceeds

a)  from receivabies entered among fixed assets
- from subsidiaries 105,657 30,536
- from associated companies - -
- from parent companies - R
- from affilizted companies - -
- from others . .

Total fa) 105,697 30,536

bl from securities entered among fixed assets (not Including shareholdings) - -
) from securities entered among fioating assets {not including shareholdings) - -
d]  proceeds other than the above -
- from subsidiaries - -
- from assokiated companies - -
-~ from parent companias - -
- from affiliated companiaes - -
- from others 4,124 78,697

Total [(d} 4,124 78,697

Total Gther financial proceeds [16) 83 109,821 109,233
Total financial proceeds (15+16) 109,821 2,073,940
FINANCIAL CHARGES

17} Interests and other financial charges on
) debts whh subsidianes - -
bl debts with associated companies . -
<) debts with parent companies - -
d)  debts with sffiliated companies - R
e} debts with banks {1.573,038) {1,628,934)
f}  debts - bonds - -
Q) debts - mortaages - -
h] debts - loans {332,689 {384,079)

i) other debts {762,930} (710,687)

' sundry financial charges {173,065} {201,281)
Total financial charges (17} 84 {2,841,7222) (2,924,981)

17-bis}  Gains and ksses on foreign exchange rates

a)  Gains on fareigrr exchange rates 775,264 550,707

bl Losses on foreign exchange rates {475,994) {495,076)
Total nains and fosses on foreian exchanae rates 295,270 55.631
TOTAL FINANCIAL PROCEEDS AND CHARGES (C = 15+16-17) (24326210 {795,410}

DY ADJUSTMENTS OF YALUE OF FINANCTAL ASSETS

181 Wnite-ups of financial assets
2} of shareholdings .
b)  of other financial fixed assets
¢} of other securities entered among foating assets -

Total Wnite-ups {18} a5 - -

19) Write-downs of financial assets
a)  of sharehokdings (1,145,000) -
b1 of other financial fired assets - -

- allocation ta the bad debts reserve for financiat credits - -
losses on financial credits . -
¢} of other securities enterad among Acating assets - -

Total Write-downs {19) 86 (1,145,000 -

TOTAL ADJUSTMENTS OF VALUE OF FINANCIAL ASSETS (D = 18-1%) {1,145,0003 -

PROFTT AND LOS5 ACCOUNT  page 3of 3
All. | 31 Dacernber 2004 31.12.03
IN EUR 1N EUR
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All. | 31 December 2004 21 Pecember 2003
IN EUR IN EUR
EY CONTINGENT PROCEEDS AND CHARGES
20} extraordinary gains
a) capital gain on disposal of quotas, shares and secunities 87 9,955,250 -
b} capital qain on disposal of depreciable assets 88 31,425 2,782
¢)  capital gain on insurance reimbursements of losses of assels 89 - -
d} capital gain on spin-off of company branches o0 - -
&) other extraordinary proceeds a1 4,827,023 B36,550
Total contingent proceeds (20} 2,813,638 838,332
21} extraordinary losses
a) capital losses on disposal of quetas, shares and secunties 92 - {1,887}
b} capital losses on dispasal of depreciable assets 93 {11,733) {40,250}
¢} capltal losses on war claim - assets 9 . -
d}  charqes associated with taxes referring to previous periods a5 {49.214) {236,250}
&) cther contingent charges 9% (1,816,800 {806,753}
Tatal contingent charges [21) (1,877,754) (1.085,180)
TOTAL CONTINGENT ITEMS {E = 20-21) 7,935,944 {245,848}
BEFORE-TAX RESULT (A-B+f-C+/-D+/-E) (6,952,341} 1,250,692
22} Incorme taxes for the periad
Current taxes 97 (310.0000 (1,038,571
- Deferred taxes:
. pre-paid taxes 97 3,090,000 12,271
. recovery of pre-paid taxes 97 - -
231 ANNIAL PROFIT {LOSSES) (4,172,341) 224,092
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FBEM HUDSON ITALIANA SPA

Statutory auditors opinion on accounts FBM as of 31 December 2004

To the Shareholders:

Messrs Shareholders:

During 2004 fiscal year. we statutory auditors we have worked based on principles and methods stated by our body
“lialian CPA board”and in particular:-

QUOTE
1.

L7

We have controlled strictly the compliance with law and articles of association,

We have attended shareholders meetings and BOD meetings

We have been informed by the BOD about FBM situation and main facts occurred in 2004

We have met Price Watehrouse coopers that is charged by FBBM | as per italian law, of auditing the FBM
bookkeeping ; PWC has issued the following points that we copy in full:

During 2004 FBM has sold to KNM 50% of the participation in FBM KNM FZCO ., and has so booked an
extraordinary gain for € 4.9 million, because the FBM's Board of Directors is strongly convinced that the joint
venture will reach the resulis set in the business plan for the coming years; The shares sale agreement for the
50% foresees dividend to be paid to KNM minimum € 6 million for the period 2005-06-07 ; in case the joint
venture does not reach the results abovementioned, FBM must repay KNM to fill the gap up to the € 6 million
dividens total. As a guarantee for that commitment, FBM has put € 2 million in a trustee (HSBC) and this
deposit is shown in the FBM Balance sheets among the financial assets; In case this deposit is not enough to
tulfil the commitments with KNM Group Berhad, and in case FBM cannot pay KNM by any other tunds, the
trustee is entitled to to transfer the 50% FBM shares to KNM Group Berhad. It is our opinion that FBM ought
to put the abovementioned gain on disposal of participations in a deferred income position and not credit it 10
income statement in 2004, duc to incertaininty of the future events.

As a consequence. Net equity and net loss for the vear 2004 are respectively overstated and understated by
€3,3 million net of tax ettect.

Pusition ““receivables with subsidiaries™ includes € 1 million not confirmed by the customer Hamon D Hondt
SA.

The Board of Directors has prepared the financial statements under the assumption that FBM is a going
concern, even ifi-

. Significant losses have been incurred and therefore Article 2446 of the italian civil code is applicabie
. Huge net financial debt is there; and
. Overdue Liability with tax authorities and social security authorities ; in total, negative working

capital is €19 million.

The Boad of Directors has the following action plan:-

2.

-

J.

Sale with gain land and part of disposabie building in Terno d'[sola;

Stand still agreement with banks, that would also grant new lacilities for bonding for undertaking new
customer orders; and

Completion of restructuring pian with transfer of the entire Shell & Tubes shop to Dubai at 100%.

To date, only a part of the above action plan has been fulfilled , and therefore it remains uncertain if the financial needs
fo the company will be staistied and therefore assure the ordinary course of business. [n case the needed funding is not
granted, the lurnaround plan cannot be completed and the operations will stop; therefore doubls exist about the
recoverability of the assets and in particular as far as the lixed assets are concerned (€ 24 million), the inventory (€26,5
million) and delerred tax asset (€3 million).

Taking into consideration the abovementioned points and problems we are not able to express any opinion of FBM
financial statements for the vear closed as of 31 December 2004,

UNQUOTE
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. We have reviewed the organization chart of the company;

. We have assessed about adequacy of internal control system, accounting and reporting system, about the
capacity of the information and accounting/contrelling system to  report fairly fatcs and figures of the
company. and we don’t have any remarks other than the one previously mentioned (going concern accounting
principles adoption}; and

. We have examined the linancial statements for the year closed as of 12 31 2004 and we have the following
remarks:-

- We are not responsible for anaiytical checks on financial statements but we can confirm that such
tinancial statements are presented under the format required by the law;

- The Same for the “Board of Dircctors’ report to the accounts™, that is prepared and presented as
required by the italian applicable law; and

- Based on our knowledge, the Board ot Directors has respecied Articles 2423 and 2423 bis of ttalisn
civil code, except for what Price Waterhouse Coopers has expressed in paragraph above.

In conclusion we are not in a position to issuc a positive opinion on the approval by shareholders meeting of the
accounts af FBM as of 31 December 2004 and therefore we ask to the Board ol Directors to take the actions foreseen in
the art 2446 italian civil code , and prepare and submit o us a financial statements dated nat before 60 days belore the
23 June 2005 , and call for a Sharheolders meeting in case [rom this new financial statements arise a situation forseeen
in Article 2447 civil code.

Milan
23 June 2003

The Board of Statutory auditors
Miceli

Bugolotti
Vercelloni
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MANAGEMENT ACCOUNTS

SALES

CHANGE IN W.LP.

OTHER INCOME

OWN PRODUCTION CAPITALIZEDR

TOTAL TURNOVER

APPENDIX IX

10 MONTHS ENDED 31 OCT 2005

25,432

{1,670}
356
72

DIRECT COSTS: MATERIALS & SERVICES

24,190

{16,669)

ADDED VALLE

MANUE.G & TECHINCAL OVERHEAD

DIRECT LABOUR - BLUE COLLARS [A)
INDIRECT LABOUR ~ WHITE COLLARS (MANUFACTURING)

DEPRECIATION MACHINERY & EQUIPMENT

ENGINEERING DEPT. LABOUR COST

7,521

IST MARGIN - INDUSTRIAL

(785)

{4,378}

(880)

(960)

1,399

STAFF LABOUR COSTS - WITHE COLLARS & EXECS
C&A

INTERCOMPANY costs & management lees

[EBITDA- M&E DEPRECIATION

(1,689)
(1.366)

25

DEPRECIATHON MACHINERY & EQUIPMENT
Depreciation, langibles
Depreciation. intangibies

{1,911)

[EBIT

(880}
{14)
{998)

{3,803}

FINANCIAL CHARGES (NOTE A)

|RESULT BEFORE TAXES AND EXTRAORDINARY ITEMS

{1.913)

EXTRAORDINARY & NON RECURRING ITEMS

{5,717}

|EBT

{1,763

{7.480)

INCOME TAXLES

[NETRESULT

{7,480)
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BALANCE SHEETS EUROS (O

FIXED ASSETS - INTANGIRBLES

FIXETY ASSETS - TANGIBLES

FINANCIAL LONG TERM ASSETS (detai) below)

TOTAL FIXED ASSETS

INVENTORIES AND WIP
WP (1ncl. of advances to suppliers)
RAW MATERIALS AND COMPONENTS
TRADE RECEIVABLES
OTUER RECEIVABLES (detail below)
CASH/BANKS DEPOSITS
DEFERRED AND PREPAID

TOTAL CURRENT ASSETS

TOTAL ASSETS
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APPENDIX IX

10 MONTHS ENDED 31 OCT 2005
2138
20,475

9.597

| 32,210

| 18.403

14,306
4.097

8621
5,586
26

93

| 32,728

| 64,938




APPENDIX IX

10 MONTHS ENDED 31 OCT 2005
LIABILITIES & EQUITY - EUROS (000)

SHARFE CAPITAL 7,098
RETAINED EARNINGS! Carrvl. Losses {8.15%)
NET RESULT FOR THE YEAR (7.480)
NET EQUITY [ {8,537)]
STAKE LEAVING INDEMNITY PROVISION 4715
DEFERRED TAXATION PROY. - ACCRUJALS FOR RISKS 639
1.LONG TERM DEBT - CURRENT ~NON CURRENT PORTION 7.697
BANK BORROWINGS SHORT TERM 22 466
TOTAL BORROWINGS 30,163
TRADL SUPPLIERS 8651
INTERCOMPANY LIABILITIES 3,181
TAX L JARILITIES 7,654
SUCIAL SECURITY hiability 4464
OTHER LIABILITIES (detail helaw) 2,987
ADVANCES FROM CUSTOMERS 10,383
DEFERRED CHARCES accruals 637
TOTAL LIABILITIES 73,476
TOTAL LIABILITIES & EQUITY 64,939

(0}
NTA {(NTL) {10,675)

Notes 311008

DEFINITION OF "INTERCOMPANY'': balances with:
- subsidiaries and J// {lcoss and FBM KNM FZC0O)

- Hamon Group companies (g.g. Hamon d'Hondt SA)
- Hamon & Cie SA mother company

FINANCIAL LONG TERM ASSETS {detail below) 9,597
FARTICIPATIONS AND INVESTMENTS 7582
OTHER FINANCIAL ASSETS 5

FINANCIAL INTERCOMPANY RECEIVABLES

PLEDGED CASH DEPCSIT HSBC 2,000
QTHER RECEIVABLES (detail below) 5,586
INTERCOMPANY RECEIVABLES 1.875
OTHER RECEIVABLES 437
OEFERRED TAX ASSET 3.274
OTHER LIABILITIES [detail below) 2,987
WITH PERSONNEL FOR HOLYDAYS ACCRUAL, BONUSES, PAID LEAVE,

SALARIES 1,993
OTHER LIABILITIES 894
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APPENDIX X

FURTHER INFORMATION

1.

RESPONSIBILITY STATEMENT

This Circular has been seen and approved by the Board who, individually and cotlectively. accepts full
responsibility for the accuracy of the information given in this Circular and contirms that, after making
all enquiries as were reasonable in the circumstances, and to the best of its knowledge and belief, there
are no false or misleading statements or other facts, the omission of which would make any statement
herein false or misleading.

The information relating to the FBM Group have been obtained from the management of FBM and the
sole responsibility of the Directors ot KNM is limited to ensuring such information is accurately
reproduced in the Circular.

CONSENTS

Avenue, ZI Advisory Sdn Bhd, KPMG Meijburg & Co. Astolio Di Amato F Associati. Bossclar &
Strengers. Faasen & Pariners BV and Studio Associato have given and have not subsequently
withdrawn their written consents to the inclusion in this Circular of their names. reports (where
applicable) and all references thereon in the form and context in which they appear.

MATERIAL CONTRACTS
34 KNM

Save as disclosed below. neither KNM nor any of its subsidiaries have entered into any
contracts which are or may be material (not being contracts entered into in the ordinary course
of business of the Company or its subsidiaries) during the two (2) vears immediately
preceding the date of this Circular:-

{1} The conditional share sale and sharcholders’ agreement dated 21 May 2004 {*Share
Sale and Shareholders Agreemen™) entered into between KNMI and FBM for the
proposed acquisition by KNMI of 50% of the issued and paid-up share capital of
FBM-KNM FZCO, a company incorporated under the rules and regulations of the
Jebel Ali Free Zone Authority {as amended} from FBM for a cash consideration of
Euro1¢ million or equivalent RM45.6 million (based on the exchange rate of RM4.56
per Eurol .00 as at 21 May 2004) (“Acquisition™) and the proposed subscription of
Euro2 million or equivalent to RM9.12 miltlion (based on the exchange rate of
RM4.56 per Eurol.00 each as at 21 May 2004) by KNMI and FBM respectively new
ordinary shares of FEBM-KNM ¥ZCO upon completion of the Acquisition;

(ii) The conditional commercial cooperation agreement daled 21 May 2004 entered into
between KNMI and FBM {for the commercial cooperation between the said partics on
manufacturing or part manufacturing of ajrcooled heat exchangers including air
finned coolers (“Products™) [or orders from certain countries and to jointly and
exclusively market the Products in certain countrics;

(iii) Facility Agreecment between KNM and Amanah Short Deposits Berhad ("ASD")
dated 3 June 2004; Agency Agreement and Depository Agreement between KNM,
ASD and Bumiputra-Commerce Trustce Berhad ("BCTB™) dated 3 Junc 2004; Trust
Deed, Security Agency Agreement, Assignment of Designated Accounts and
Assignment of Contract Procecds between KNM and BCTB dated 3 June 2004; and
Assignment of Designated Accounts and Assignment of Contract Proceeds between
KNMPS and BCTB dated 3 June 2004, for the issuance of up to RM150.0 million
Murabahah Underwritten Notes Issuance Facility/[slamic Medium Term Notes;
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3.2

{iv)

(v)

(vi}

(vii)

{viil)

(ix}

(x}
(xi}

FBM

APPENDIX X

The Interim Escrow Agreement between FBM, KNMI, FBM-KNM FZCO and
HSBC Institutional Trust Services (Singapore) Limited {“Escrow Agent™) dated 15
October 2004 for provision of interim cscrow services by Lserow Agent under the
Share Sale and Sharcholders Agreement;

The Escrow Agreement between FBM. KNMI, FBM-KNM FZCO and Escrow Agent
dated 15 October 2004 for provision of escrow services by Escrow Agent under the
Share Sale and Shareholders Agreement;

The conditional Sale and Purchase of Shares Agreement between KNMPS as well as
Mohd Shahrom Bin Abd Rahim and Hanuar Bin Mohd Darus. being the shareholders
of Sumber Amantech Sdn Bhd (“Sumber™) dated 29 November 2004 for the
acquisition by KNMPS of the entire issued and paid-up share capital of Sumber,
comprising 2 ordinary shares of RM .00 cach. for a cash consideration of RM2.00;

The conditicnal Sale and Purchase of Shares Agreement between Sumber as we!l as
Mechmar Corporation (Malaysia) Berhad, Keppel Integrated FEngineering Limited,
Sigmaindah Rescurces Sdn Bhd. Duta Legian Sdn Bhd and Tronica Pte f.td, being the
sharcholders of MKE Engineering Sdn Bhd (“MKE™} dated 29 November 2004 for
the acquisition by Sumber of the entire issued and paid-up share capital of MKE,
comprising 9.000,000 shares of RMI1.00 each for a cash consideration of
RM35,800,004);

The Land Tenancy Agreement hetween Kuantan Port Konsortium Sdn Bhd (“KPK™)
and KNM Ogpet (East Coast) Sdn Bhd ("KNM Ogpet™) dated & February 2005
wherein KPK agreed to let and KNM Ogpet agreed to rent a portion of the iand held
under Pajakan Negeri 550, Lot No. 1863. Mukim Sungai Karang, Daerah Kuantan,
Negeri Pahang for RM49.920 per month for the duration of three (3) vears with an
option to renew for another three (3) years;

The conditional share purchase agreement between KNMPS and Process lHeat
Transfer Pty L.td, a company incorporated in Australia dated 30 December 20035 lor
the acquisition of 31% (pius 1 share) equity interest in Hudson Products Pacific Pty
Lid, a company incorporaied in Australia comprising 2,193,001 fully paid-up
ordinary shares and 1 partially paid-up ordinary share for a cash consideration of
USD3,000,000 by KNMPS,;

The S5A; and

The MOA.

Save as disclosed below. neither FBM ner any ol its subsidiary have entered into any contracts
which are or may be material (not being contracts entered into in the ordinary course of
business of FBM or its subsidiary} during the two (2) vears immediately preceding the date of
this Circular.

(i)

The conditional share sale and shareholders™ agreement dated 21 May 2004 {~“Share
Sale and Shareholders Agreement™) entered into between KNMI and 'BM for the
preposed acquisition by KNMI of 30% of the issued and paid-up share capital of
FBM-KNM FZCO, a company incorporated under the rules and regulations of the
Jcbel Ali Free Zone Authority (as amended) from FBM for a cash consideration of
Furol0 million or equivalent RM45.6 million (based on the exchange rate of
RM4.56 per Eurol.00 as at 21 May 2004) (*Acquisition™ and the proposed
subscription of Euro2 million or equivalent to RM9.12 million {based on the
exchange rate of RM4.36 per Eura1.00 each as at 21 May 2004) by KNMI and FBM
respectively new ordinary shares of FBM-KNM FZCO upon completion of the
Acquisition;
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(ii)

{iii)

(iv)

(v)

(vi)

{vil)

(viii)

(ix)

{x}

APPENDIX X

The conditional commercial cooperation agreement dated 21 May 2004 entered into
between KNMI and FBM for the commercial cooperation between the said parties on
manulacturing or part manufacturing of aircooled heat exchangers including air
tfinned coolers (“Preducts™ for orders from certain countries and to jointly and
exclusively market the Products in certain countries;

Charge on part of the land owned by FBM in favour of Istituio Nazionale per la
previdenza sociale (INPS™), the national institute for social security. The charge
was cregied and filed with public notary on 7 June 2004 and registered with public
register on 9 June 2004; '

FBM has procured a guarantee dated 23 July 2004 for the amount of Euro2,500.610.
{which was subsequently increased on 4 October 2004 to Euro2.612,980} issued by
Istituto FFinanzario Commerciale in favour of INPS to guarantee the payment of the
money due and payable 10 INPS;

The Interim Escrow Agreement between FBM. KNMI, FBM-KNM FZCO and
HSBC Institutional Trust Services (Singapore) Limited {“Fscrow Agent™) dated 13
October 2004 for provision ol interim escrow services by Escrow Agent under the
Share Sale and Shareholders Agreement;

The Escrow Agreement between FBM, KNMI, FBM-KNM FZCO and Escrow Agent
dated 15 October 2004 for provision of escrow services by FEscrow Agent under the
Share Sale and Shareholders Agreement.

Preliminary Sale and Purchase Agreement dated 19 May 2005 entered into between
FBM and SIA Servizi Immobiliari Avanzali for the sale of approximatcly 118,000
square meters fand owned by FBM.  The parties aborted the transaction and the
agreement is not completed:

Charge on part of the land owned by FBM in favour of tax authority. The charge was
created and [iled with public notary on 22 September 2005 and registered with public
register on 26 September 20035,

Power of attorney granted to Riccardo Manisco dated 27 September 2005 whereby
Riccarde Manisco is allowed to, among others, deal with all ordinary and
cxtraordinary management powers of FBM 1COSS S.rl. with the exception of
participating in incorporation ol company, increasing the capital of company;
subscribing to debentures, purchasing, selling or transterring shares of the company,
acquiring, selling or transferring the company’s real estate and assets and giving
pledges; and

Power of attorney granted to Castiglioni Antonio dated 27 September 2005 whereby
Castiglioni Antonic is allowed to, among others. negotiate agreements for ioan on
behalf of FBM for transaction value which is below Euro3,000,000,

MATERIAL LITIGATION

4.1

KNM

KNM and its subsidiaries are not engaged in any material litigation, claim or arbitration, cither
as plaintilf or defendant, which has a material effect on the financial position of KNM and its
subsidiaries and the Directors of KNM are not aware of any proceedings. pending or
threatened, against KNM and its subsidiaries or of any fact likely to give rise to any
proceedings which might materially and adversely affect the position or business of KNM and
its subsidiarics.
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4.2

APPENDIX X

FBM

Save as disclosed below, FBM and its subsidiary are not engaged in any material litigation,
claim or arbitration, either as plaintift or defendant, which has a material effect on the
financial position of FBM and its subsidiary and the Dircctors of FBM are not aware of any
proceedings. pending or threatened. against FBM and its subsidiary or of any fact likely to
give rise lo any proceedings which might materially and adversely affeci the position or
business of FBM and its subsidiary.

(i ‘The Management filed @ suit against Hamon as 1* party and FBM as e party. The
Management claimed that there is an agreement which expired in 2000 allowing the
managers to exercise their call options on the shares by giving notice 1o Hamon if the
management achieved the requisite performance index. The claim is aboul
Euro850.000. The parties reached settlement before court on 2 February 2006
whereby FBM will pay Hamon the amount of Euro82.500 by 15 April 2006;

{ii) FBM filed a suit against Byelocorp Scientific Inc lid. the previous shareholder of
Byelkamit JSC. Byelkamit JSC is a company established in Kazakhstan and in which
FBM has approximately a 7% sharcholding. FBM claimed that without its consent,
Byclocorp Scientific Inc Ltd sold its shareholdings 10 a third party. The claim is
about Furol,000,000. The solicitors of FBM is of the opinion that the chances of
winning the suit will be dependent on FBM's capability of demonstrating {inancial
insses suflered;

{ii1) Letter from San Paolo Imi SpA dated 5 August 2005 to FBM informing that should
FBM fail to make the payment of Eure3.291.322 by 30 June 20035, San Paolo Imi
SpA would bring an action against FBM. The debt due and payable to San Paolo Imi
SpA had been purchased by Hamon and converted into equity of FBM and cancelled;

{iv) Letter from Banca Nazionale del Lavero dated 26 July 2005 1o FBM informing that
the facilities in favour of FBM were withdrawn and FBM was required to pay more
than Euro5.000.000 and in the event the repayment is not made within four (4) days,
the bank would takce legal action against FBM. Banca Nazionale del Lavoro had via
its letter dated 1 December 2005 informed that it was agreeable with KNM's
proposal to purchase 30% of the face value of its unsecured credits at the closing date
subject 1o certain conditions being fulfilled. Subsequently, Banca Nazionale del
l.avoro had via ils letter dated 29 December 2005 informed that it had assigned all its
rights and title 1o and in the unsecured debt to Bank of America Securities Limited;

(v) Letter from Banca Popolare di Bari dated 1 February 2005 to FBM informing that the
fucilities in favour of FBM were withdrawn and FBM was required Lo pay morc than
Lure350,000 and in the event the repayment is not made within one (1) day from the
date of receipt of the letter, the bank would take legal action against FBM. As at the
date ot this Circular, the amount of Euro344.000 is still outstanding and it is being
repaid over the year 2006 in monthly installments. The sclicitors of FBM is of the
opinion that the FBM's obligation under the repayment plan is valid;

(vi) FBM filed a suit against Fidelitas SpA claiming non-compliance of contract. The
claim is about Euro300.000. Fidelitas rejected FBM's claim and counter-claimed the
amount of’ Euro200,000. Fidelitas obtained a provisional executive court order.
Currently, by means of a repayment scheme, the debt has been wholly re-paid by
FBM. The court fixed 30 March 2006 for the last hearing for suit against Fidelitas.
The solicitors of FBM is of (he opinion that damages originated by the breach of
contract are not easily quantifiable and therefore the court could determine on its own
a forfeitary amount not satisfactory to FBM;
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{vii)

(vili)

{ix}

(x)

(xi)

{xii}

(xiii)

{xiv)

APPENDIX X

LUBA Srl (now ANDIT SpAj filed a lawsuil for the amount of Eurcl77,216 against
FBM. FBM claimed that the caps supplied by ANDIT were not made according to
the specilications of the order. FBM contested the suit on the ground that it is non-
performance issues on ANDIT SpA’s part. ANDIT SpA called its own supplier. BSA
SpA into the lawsuit. The lawsuit has been scheduled to May 2006 for appearance of
the parties. As interim remedy, the judge only granted a provisional order of
enforcement equivalent to approximately FEuro90,000. This amount has already been
paid by FBM. At this stape. the solicitors of FBM is not able to express an opinion
on the case;

I'airlane Developments Ltd (“Fairlane™), an English companv. brought an action
against FBM claiming a total maximum payment ol Euro935,704 for agency activitics
rendered for the development and management of some supplies carried out by F3M
abroad. [lairlane obtained an injunction decree. Upon FBM's request. the judpe
rejected the provisional execution of the injunction decree. On the hearing on 8
I'ebruary 2006, the judge reserved 10 examine the documents submitted by Fairlane.
The solicitors of FBM is of the opinion that Fairlane has difficulties in proving its
commercial activity on behalf of FBM and will be dependent on the outcome of the
judge’s examinalion;

Az Fius Srl. Bently Nevada Srl. Giquattro Srl, [gamm Srl, Inoflex Srl and Walter
Usap Srl filed lawsuoits against FBM for non-pavment of invoices issued. totaling
approximately Euro200,000. The lawsuits are still at preliminary hearing stage and
F8M intends to propose a monthly re-pavment scheme to such creditors. Except for
Az Fins Srl and Inoflex 5rl, the other creditors have accepled the repayment scheme;

Yokogaua ltalia Srl. Diners SpA. Adecco SpA, GTL Transport Srl, Procontrol SpA,
Licini and Due Zeta Fer filed lawsuits against FBM for non-payment of invoices
issued. totaling approximately Euro300.000. The amount due to Yokogaua Italia Srl
had been settled. Adecco SpA, GTL Transport Srl. Procontrol SpA proceeded with
judicial scizure of immovable property and some machinery and equipment. FBM
reached a written agreement with all supplies {except Yokogaua [talia Srl) to repay
all liabilities by monthly repayvment;

San Paolo imi fiiled an action against FBM 1COSS Sl for loan repayment of
approximately Euro1235,000. San Paolo Imi obtained judicial seizure on specilic
machine and first auction took place on 18 November 2005. As nobody attended the
auction, a new auction is expected to be held in March 2006. FBM is negotiating a
repayment scheme with San Paolo Imi which is no more willing to pursue another
auction;

Clama Trade Srl, Adecco SpA, Press Bolt Srl, Voest Alpine Ausiria Draht Srl filed
lawsuits against FBM 1COSS S.r.l. for unpaid invoices amounting to Euro8(,000,
FBM has proposed a monthly payment scheme (o each creditor;

Municipality of Liscate obtained an injunction decree for payment of Eural2.237
apainst FBM 1COSS S.rl. for non-payment of garbage colleclion taxes.  The
solicitors of FBM is of the opinion that the said injunction must be paid as soon as
possible as terms are already expired;

Fallimento Metalworks Stl (in liquidation) obtained an injunction decrec against
FBM [COSS Sl for non-payment of invoices amountling lo approximately
Luro300,000. Notwithstanding FBM 1COSS S.r.l."s objection, the judge granted the
provisional execution in respect of Euro2,004. The solicitors of FBM is of the
opinien that the said injunction must be paid;
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(xv)

(xvi)

{xvil)

APPENDIX X

FBM [COSS Srl. claimed the amount of Eurol60.000 against Ahla SpA for
canccllation of contract by Ala SpA. Alta SpA contested the claim on the grounds
of non-performance and delay. Both partics appeinted arbitrators to resolve the
issues. Arbitrators has not vel slarted their activity and therefore the solicitors of
FBM is unable to opine on the outcome on the arbitration;

INPS Social Security requested FBM to pay for interest, fines amounting to
Eurol,445.000. All due amounts have been paid to date, including long term
repayment plan instalments due on November 2005, December 2005 and January
2006. FBM applied for reduction of penalties and fines and the application is
currcntly under review by INPS Social Security. FBM is still awaiting for reply from
INPS; and

On 7 December 2003 FBM was notified of an injunction to pay within 60 days the
amount of Luro300,000. This amount is part of the amount of Euro532.277 overdue
to Istituto Nazionale Assicurazioni Infortuni sul Lavoro (*INAIL™) and already
buoked in the accounts. FBM is faced with two options that it 10 pay the full amount
or request for 60 months instalments. The sccond option would require the immediate
issue of a bank guarantce. FBM has agreed with INAIL on a repayment plan over 60
months starting from March 2006. However, the required bank guarantee must still
be issued. FBM was subsequently informed that INAIL might accept the guarantee
issued by insurance company (in lien of bank guaraniee as stated above).

DOCUMENTS AVAILABLE FOR INSPECTION

Copies of the following documents are available for inspection at the registered office of KNM at 15,
Jalan Dagang SB4/1. Taman Sungai Besi Indah, 43300 Seri Kembangan, Selangor Darul Ehsan during
normal business hours between Monday and Friday (except public holidays) from the date of this
Circular up 1o and including the date of the EGM:

(1)

(ii)

(iii}

{iv)

(v)
{vi)
(vii)
(viii)
(ix)
{x)

Memorandum and Articles of Association of KNM and Atto Costitutivo (Memorandum and
Articles of Association) of FBM;

Audited consolidated financial statements of KNM for the past two (2) financial vears ended
31 December 2004;

Unaudited financial statements of the KNM Group for the financial vear ended 31 December

2005,

Original and translated unaudited accounts of FBM for the lour (4) financia! years ended 31
December 2000 o 2003, the audited accounts of FBM for the financial vear ended 31
December 2004 and the unaudited accounts of FBM for the ten {10}-month period ended 31
October 2005;

The letters of consent referred to in Section 2 of this Appendix;

The material contracts referred to in Section 3 of this Appendix;

The cause papers in respect of the material litigation referred 10 in Section 4 of this Appendix;

The directors’ report referred to in Appendix VIIi;

The legal opinions referred to in Appendices V and VI; and

The experts® reports referred to in Appendix 11, I1L, 1V and V1.
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KNM GROUP BERHAD
(Incorporated in Mazlaysia under the Companics Act, 1965)
{Company No.: 521348-H)

NOTICE OF EXTRAORDINARY GENERAL MEETING

NOTICE IS HEREBY GIVEN that an Extraordinary General Meeting of KNM Group Berhad (“KNM™ or the
“Company™} will be held at Stateroom. Lower Ground level. Palace of the Golden Ilorses, Jalan Kuda Fmas,
MINES Resort City. 43300 Seri Kembangan. Selangor Darul Ehsan, Malaysia on Tuesday, 28 March 2006 at
10.00 a.m. or al any adjournment thereof, for the purpose of considering. and il thought [it, passing wilh or
without any modifications, the following resolution:-

ORDINARY RESOLUTION

(1) PROFOSED FBM ACQUISITION INVOLVING:-
(A)  PROPOSED ACQUISITION BY KNM PROCESS SYSTEMS SDN BHD, A WHOLLY-
OWNED SUBSIDIARY OF KNM (THROUGH A COMPANY TO BE
INCORPORATED IN THE NETHERLANDS (“NEWCO™) OF THE ENTIRE
EQUITY INTEREST IN FBM-HUDSON ITALIANA SPA, A COMPANY
INCORPORATED IN ITALY (“FBM™) COMPRISING 228,000 FULLY PAID-UP
ORDINARY SHARES OF EURO DOLLARS (“EURO™) 1.00 EACH FROM HAMON
& CIE INTERNATIONAL SA, A COMPANY INCORPORATED IN BELGIUM FOR
A CASH CONSIDERATION OF EUROI,750,180 WHICH 1S EQUIVALENT TO
RM?7,881,061 (BASED ON THE EXCHANGE RATE OF RM4.503: EUROL.00); AND
(B)  PROPOSED PURCHASE BY NEWCO OF THE FACE VALUE DEBT OWING BY
FBM TO ITS FINANCIAL INSTITUTION LENDERS AMOUNTING TO
EURO16,689,894 WHICH IS EQUIVALENT TO RM75,154,593 (BASED ON THE
EXCHANGE RATE OF RM4.503:EURO1.00) FOR A CASH CONSIDERATION OF
30% OF THE SAID DEBT OR EUROS5.006,968 WHICH 1S EQUIVALENT TO
RM22,546,378 (BASED ON THE EXCHANGE RATE OF RM4.503: EURO1.00)

(1) PROPOSED ESTABLISHMENT OF A PERFORMANCE-BASED SHARE OPTION SCHEME
FOR THE MANAGEMENT OF FBM (“MANAGEMENT?)

(COLLECTIVELY, THE “PROPOSALS™)

“THAT. subject to Transaction 2 (as defined hereunder} and the approval(s) of any relevant authorities. if
required, approval is hereby given to KNM's wholly-owned subsidiary, KNM International Sdn Bhd (“KNMI™),
to acquire 228,000 fully paid-up ordinary shares of Furol.00 each in FBM representing 100% of the total issued
and paid-up share capital in FBM for a cash consideration of Euro1.750,180, subject to the terms and conditions
as sct out in the conditional Share Sale Agreement dated 31 December 2005 (“SSA”} entered into between
KNMI, being the purchaser. and Hamon & Cie International SA ("Hamon™ or “FBM Vendor™), being the
vendor, pursuant to the Proposed FBM Acquisition (*Transaction 17}

AND THAT, subject to Transaction 1 and the approval(s) of any relevant authorities, if required, approval is
hereby given to KNMI to purchase the unsecured debts ol any of the FBM lenders, namely, Banca Intesa SpA,
Banca Regionale Europea, Bank of America Securities Limited, Unicredit Banca d'Impressa, Bear Sterns Bank
ple, Fortis Bank. Aemil Banca, Banca Monte Dei Paschi Di Siena, Banca Nazionale Del Lavoro, Banca
Pepolare Commercio & Industria. Banca Agricola Mantovana and Banca Popolare Di Bari (collectively, the
“FBM Lenders™) and any bank/person which derives its rights and title to claim the unsecured debt from the
FI3M lLenders {“Banks™) at 30% of the face value booked at the closing date from such FBM Lenders or such
Barks, as the case may be (“Transaction 27);



AND THAT. subject to Transaction 1, Transaction 2 and the approval(s) of any relevant authorities, if required,
approval is hereby given to KNMI to novate the SSA and all title, rights, interests, benefits. obligations, dutics
and labilities arising from and under the S84 o Newco (as defined hereunder) {(“Novation™);

AND THAT. subject to Transaction 1. Transaction 2. Novation and the approval(s) ol any relevant authoritics,
i required, approval is hereby given for the memorandum of agreement entered into between KNMPS and the
Management dated 15 February 2006 {("MOA™} whereby the Management shatl incorporate a company under
the laws of Netherlands {~“Newco™) which shall have an issued and paid-up share capital of Eurcl8,000
comprising 18,000 ordinary shares of Eurel.00 each in Newco (“Newco Shares™) and the Management shall
subscribe for 162.000 Newco Shares that shall represent 90% of the enlarged share capital of Newceo and shall
then enter inlo an agreement with KNMPS to sell 100% of the enlarged share capital of Newco to KNMPS
{"Newco §5A™), for Eure6,757,148 {inclusive ol the consideration payable for the Proposed FBM Acquisition
and the debt purchase from the relevant FBM Lenders) (*l'otal Consideration™) and shall be exclusively used to
setile the Total Consideration (' Transaction 37,

AND THAT, subject to the approval(s) of any relevant authorities, if’ required, approval is hereby given o
KNMPS and Newco for the proposed establishment of @ performance-based share option scheme with the
Munagement involving the grant of option to the Management to acquire the Newco Shares (“Proposed
Management Option Scheme™) and the entering into a definitive agreement between Newco and the
Management for the Proposed Management Option Scheme (“Option Agreement™);

AND THAT the SSA and MOA be and is hereby approved, ratified and confirmed AND FURTHER THAT
authorization and approval be and is hereby given to the Board of Directors of KNM lor the delivery and
performance by KNM of the terms and conditions contained in the SSA and MOA;

AND TIHAT authorization and approval be and is hereby given to the Board of Directors of KNM for the
execution of the Newco SSA and Option Agreement as well as the delivery and performance by KNM and s
subsidiaries of the terms and conditions to be contained in the Newco SSA and Option Agreement;

AND FURTHER THAT the Directors of the Company be and are hereby authorized to take all such steps and to
enter into all other agreements, undertakings, indemnities andfor guarantees with any party or parties as the
Directors may deem [, necessary, cxpedient and/or appropriate in order to implement, finalise and give [ull
effect to the Proposals with full powers to the Directors of the Company to assent to any conditions,
modifications, variations and/or amendments as may be required by the relevant regulatory authorities.

BY ORDER OF THE BOARD
CHIA KWOK WHY (MAICSA 7005833)
YEOH SENG CHONG (LS 006878)

Company Secretaries

Serl Kembangan, Selangor Darul Lhsan
13 March 2006

Notes:-

1. A member entitled to attend and vote at the abave Meeting is entitled 1o appoint one or more proxies to attend and
vole in his‘her stead.

2. A proxy mav but need not be u member of the Company and the provision of Section 1491 )b} of the Companies Act,
1965 shail not apply to the Company.

3. The instrument appointing a proxy or proxies must be in writing under the hand of the appointor or his‘her aitornev

dufly authorised in writing or if such appointee is a corporation, the instrument appointing a proxy or proxies must
be executed under its common sewl or undev the hand of an officer or attorney of the corporation and must be
deposited at the Registeved Qffice of the Company wt 13, Julan Dagang S8 471, Taman Sungai Best fndah, 43300
Seri Kembangan, Sefangor Durul Ehsan, Malaysia, not fess than 48 hours before the time appointed for holding the
meeting or any adjourned meeting.

4. Where a member appoints move than one {1} proxy, the appointments shall be invalid uniess he/she specifies the
praoportions of histher holdings to be represented by each praxy.
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KNM GROUP BERHAD

(Incorporated in Malaysia under the Companies Act, 1963)
(Company No.: 321348}

PROXY FORM

{FULL NAME IN BLOCK LETTERS)
{FULL ADDRESS I\ BLOCK LETTERS)
being a member / members of KNM GROUP BERHALY. hereby appoinl .ot treesnensscerasseesseranssenenne
T FGLL NAME IN BLOCK LETTERS) o
N BLOCK LETTERS)
OF FRIIINE NI o e e eh e e b L Eb b e A4 b pa e m et ot e Rt nen et et
{FULL KAME IX BLOCK LETTERS)
(FULL ADDRESS IN BLOCK LETTERS}

or lailing him “THE CHAIRMAN OF THE MEETING™, as my ¢ our proxy to attend and to vele for me / us on my / our
behalf at the Extraordinary General Meeting of the Company to be held at Stateroom, Lower Ground Level, Palace of the
Golden Horses, Jatan Kuda Emas, MINES Resort City, 43300 Seri Kembangan, Selangor Darul Ehsan, Malaysia on
Tuesday, 28 March 2006 at 10.00 a.m. or at any adjournment thereof in respect of my/our holdings of shares in the manner
indicated below:

FOR AGAINST

ORDINARY RESOLLUTION

{Please indicate with an X7 in the spaces provided how you wish your proxy / proxies Lo vote. If you do not do so, this
form will be taken to authorise the proxy / proxies 10 vote or abstain from voting as he / she thinks fit).

Signature of Shareholder or Common Scal

NO. OF SHARES HELD

Dated this .................. davol (..., 20006,
Notes:-
i A member entitied to attend and vote af the above Meeting s entitled to appoint vne or more proxics to attend and
vere in histher stead.
2 A proxy may but need not be g member of the Company and the provision of Section 149¢1jrb) of the Companies Act,
19635 shail not apply 1o the Company.
3 The instrument appointing a proxy or proxies must be in writing under the hand of the appointor or his‘her attorney

dufy authorised in writing or [f such appointee is @ corporation. the instrimen! appoeinting @ proxy oF proxies must
be executed under jts common seal or under the hand of an officer or attorney of the corparation and must be
depusited at the Registered Office of the Company at 13, Jatan Dugang SB 471, Taman Sungai Besi Indah, 43300
Seri Kembangan, Sefangor Darul Ehsan, Malaysia, not less than 48 hours before the time appointed for holding the
meeting or uny adfourned meeting,

4. Where o member appoints more than one (1) proxy, the appointments shall be invalid unless he/she specifies the
proportions of hischer holdings to be represented by each proxy.




